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Not  to  be  taken  from  this  room 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 
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INTRODUCING  THE  NEW  ELDORADO. 
REDESIGNED  AND  REDEFINED  FOR  1986. 


Take  the  Eldorado  hallmarks:  sporty  elegance 
and  legendary  luxury.  Add  aerodynamic 
design,  exhilarating  performance  and  micro- 
chip technology.  The  result  is  an  Eldorado  that 
sets  a  new  standard  for  personal  luxury  cars. 

AERODYNAMIC  DESIGN. 

From  smoothly  curved  fenders  to  tailored 
door- into- roof  design,  this  is  the  most  aero- 
dynamic Eldorado  ever.  That  means  wind 
noise  is  reduced.  Road  stability  is  remarkable. 
And  the  styling  is  timeless. 
EXHILARATING  PERFORMANCE. 
Eldorado  pulls  away  with  a  front-drive,  trans- 
verse-mounted V8  engine,  a  Cadillac  exclusive. 
The  luxurious  ride  is  refined  with  a  sports  car- 
inspired  independent  rear  suspension  that 
helps  master  the  corners  and  curves  without 
excessive  lean  or  sway.  This  is  a  driver's  car. 


MICROCHIP  TECHNOLOGY. 

Microchip  technology  and  digital  readouts 
abound.  The  new,  totally  integrated  Driver 
Information  Center  keeps  you  continually 
updated  on  the  status  of  your  Eldorado.  Think 
of  it  as  the  monitor  of  the  powerful,  "personal" 
computers  that  keep  Eldorado  continually 
operating  at  optimum  levels. 

ONLY  AT  YOUR  CADILLAC  DEALER. 

You're  invited  to  personally  test  drive  the  new 
Eldorado. 

CADILLAC'S  4-YEAR/50,000-MILE 
LIMITED  WARRANTY 

The  quality  of  Eldorado  is  backed  by  a 
4-year/50,000-mile  limited  warranty. 

In  some  cases,  a  deductible  applies.  See  your  dealer  for  details. 

Watch  Cadillac  and  the  Masters®  on  CBS-TV  April  12th  and  13th. 


nf  7  hen  you  first  handle  a  Patek  Philippe  you  become 
W  aware  that  this  is  a  watch  of  rare  perfection. 
Ve  know  the  feeling  well.  We  experience  a  sense  of 
)ride  every  time  a  Patek  Philippe  leaves  the  hands  of 
)ur  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
\  lifetime. 

Ve  made  this  watch  for 
rou  —  to  be  part  of  your 
ife  —  because  this  is  the 
vay  we've  always  made 
vatches. 

\nd  if  we  may  draw  a  con- 
tusion from  five  genera- 
ions  of  experience,  it  will 
)e  this:  a  Patek  Philippe 
loesn't  just  tell  you  the 
ime,  it  tells  you  something 
ibout  yourself. 


PATEK  PHILIPPE 

GENEVE 


For  a  comprehensive  presentation  of  Patek  Philippe  timepieces,  please  send  $5  -  or  for  a  simple  brochure  of  current  styles  write  to: 

Patek  Philippe,  10  Rockefeller  Plaza,  Suite  629  -  F,  New  York,  NY  10020. 


What  I. 


YOU  COULD  ACCE 


With  HP  Access  software, 
you  can.  At  the  push  of  a  butt< 
you  can  have  direct  access  to  b 
ness  data  (financial,  productk 
sales,  inventory,  etc.)  located  i 
departmental  databases  you 
couldn't  previously  get  to  eas 
with  your  personal  computer 
Because  this  data  transfer 
directly  into  popular  PC  form 
(like  Lotus  1-2-3  or  d:B  ASE  II 
there's  no  extra  re-keying.  So 
can  analyze,  compare  and  ma 
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.lotus  anrj  1-2-3  are  registered  trademarks  of  Lotus  Development  Corporation.  d:BASE  II  is  a  U.S.  trademark  of  Asfj 


TAL  BUSINESS  DATA  IN  ONE  SIMPLE  STROKE?" 


e  lots  of  information  without 
ting.  And  without  all  the 
sle. 

HP  Access  is  a  key  feature  of 
s  Personal  Productivity  Center 
Z).  An  office  information 
em  that  lets  people  access, 
re  and  exchange  information 
er — and  easier. 
Depending  on  your  needs, 
PPC  can  include  HP  Vectra 
Touchscreen  PC's,  IBM 
>,  departmental  corn- 
ers, mainframe  commu- 
itions  and  advanced 
working.  And  the  kind  of 
ovation  you  expect  from  a 
ipany  with  a  forty-seven 


HEWLETT-PACKARD'S 
PERSONAL  PRODUCTIVITY  CENTER  (PPC) 


A  full  range  of  compatible  HP  office 
information  products  that  can  fit  individuals, 
groups,  deparhnents  or  entire  corporations. 


year  history  for  unsurpassed 
quality.  People  who  never 
stop  asking  "What  if. . .  ?" 

If  you'd  like  to  learn 
more  about  HP's  Personal 
Productivity  Center  and 
HP  Access,  just  contact  your 
nearest  authorized  HP  dealer 
or  sales  office.  Or  call  1 800 
345-6366,  Dept.  6870  today. 


hp 


^  HEWLETT 
PACKARD 


Business  Computing  Systems 


Z  iva  trademark  of  International  Business  Machines  Corporation.  IS02537 
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31    Sears,  Roebuck  &  Co. 

Yes,  it's  in  lots  of  other  things,  but  retailing  remains  the 
heart  of  the  business. 

54    Briggs  &  Stratton  Corp. 

The  Japanese  take  aim  at  the  GM  of  lawn  motors. 

76   The  Up  &  Comers 

Rent-A-Wreck  was  a  great  idea.  Too  bad  David  Schwartz 
didn't  stick  to  it.  Also:  France's  Georges  Salomon;  Sel- 
chow  &  Righter. 

95    Time  Inc. 

Cable  television  meets  a  utility  company  off  the  balance 
sheet. 

98   Grumman  Corp. 

Nearly  bankrupt  a  decade  ago,  it  is  once  again  flying. 

102   U.S.  Trust  Corp. 

Daniel  Davison  has  returned  it  to  its  roots. 

Industries 

88  Semiconductors 

One  corner  of  the  market  is  becoming  so  crowded  that  not 
even  the  Japanese  are  likely  to  make  much  money  in  it. 
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Out  there  west  of  the  Pecos,  a  small  band  of  Frenchmen 
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30   The  Dollar 

The  Group  of  Five  has  driven  down  its  value  against  only 
a  handful  of  currencies.  That's  not  enough. 

40  Privatization 

Governments  all  over  are  selling  state  assets.  Fine,  but 
are  they  good  investments? 

91    Cover  Story:  The  Netherlands  Antilles 

Businessmen  and  officials  resent  their  new  image  as  a 
money  laundry.  But  they're  not  doing  much  to  change  it. 


Investing 


32   Real  Estate 

Shopping  center  magnate  Jerry  J. 
touch  with  Houston  real  estate. 
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35    Contrarian  Thinking 

Five  years  ago  folks  thought  the  oil  patch  offered  bound- 
less opportunity.  Why  should  today's  conventional  pessi- 
mism be  any  wiser? 

134    Statistical  Spotlight:  The  Canadian  Dollar 

It  was  left  out  of  the  past  year's  rally  in  foreign  curren- 
cies. An  opportunity  now? 
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135    The  Funds:  Investing  Eurostyle 

If  you  want  to  do  what  Europeans  do  with  their  companies, 
don't  look  at  reported  earnings,  look  at  cash  flow. 

150  Streetwalker 

Italy  Fund;  Singapore  Airlines;  Republic  Pictures;  Oxford 
Industries;  Arvin  Industries;  MCorp. 


Finance  

34   The  Cardinal  Rule 

Leverage  works  both  ways.  Here  is  a  case  of  just  how 
rough  the  downside  can  be. 

58    Leveraged  Cashouts 

With  shareholders  asking  more  questions  about  lever- 
aged buyout  proposals,  a  new  technique  that  both  enrich- 
es owners  and  protects  management  is  gaining  ground. 


Numbers  Game 

72    Cash  Flow  Confusion 

Intelligent  investors  increasingly  are  using  cash  flow  to 
value  companies.  Unfortunately,  easier  said  than  done. 
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62  Judges 

There  is  more  to  the  mess  in  U.S.  courtrooms  than  just 
attorneys  and  juries. 


Taxing  Matters 

68    The  Raskolnikov  Syndrome 

The  IRS  has  fear — yours — working  for  it. 
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104    Coca-Cola  Meets  Nutri-Foods 

For  a  while  it  looked  as  if  the  soft  drink  giant  was  in  no 
hurry  to  break  into  the  frozen  dessert  market.  Also: 
Miami  Vice  speedboats;  playing  the  China  card. 
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108  Insects 

Say  hello  to  the  bug  that's  eating  Texas.  Also:  Digital 
recording;  weather  bulletins;  skin  cancer  testing. 
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114  IRAs  After  70 

They  can  keep  working  for  you  far  into  retirement. 

115  House-Rich  But  Cash-Poor? 

Here's  a  way  to  help  your  folks  and  get  some  tax  breaks 
from  Uncle  Sam. 

118    Social  Security 

The  current  bite  runs  as  high  as  $3,000  a  year.  Will  there 
be  anything  left  when  you  retire? 
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Tuition  is  rising,  and  Washington  is  helping  students  less 
and  less. 
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Aerial  view  of  St.  Maarten  (top) 
and  a  view  of  Frontstreet 
Not  your  garden  variety 
green  isle  in  the  sea. 
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Calculated  discretion 

The  Caribbean  island  of 
St.  Maarten  is  not  your 
garden  variety  green  isle 
in  the  sea.  It's  among  the 
smaller  of  the  Nether- 
lands Antilles  isles,  but  it 
is  served  in  high  season  by 
Eastern,  Pan  Am  and 
American,  let  alone  Air 
Guadeloupe,  BWIA  and 
Prinair.  ALM,  the  Nether- 
lands Antilles'  flag  carrier, 
runs  a  daily  shuttle  link- 
ing St.  Maarten  with  Cu- 
racao, its  sister  island  500 
miles  away,  served  by  six 
international  airlines. 

Abenign  climate  and  the 
usual  tourist  attractions 
alone  don't  fully  explain 
why  nearly  400,000  people 
visit  the  half-Dutch,  half- 
French  island  each  year. 
For  a  fuller  understanding, 
turn  to  page  91,  where  As- 
sociate Editor  Allan  Dodds 
Frank,  assisted  by  Report- 
er-Researcher Richard 
Morais,  reports  on  its  special  features.  Among  these:  banks  eager 
for  deposits  and  ever  so  discreet  about  asking  where  the  money 
might  be  coming  from. 

St.  Maarten,  with  its  Antillean  sisters,  is  now  the  money 
laundry  of  choice  in  the  Caribbean,  Frank  reports,  because  a 
network  of  convenient  laws  makes  it  extraordinarily  easy  for 
depositors  to  erect  screens  behind  which  money  can  be  moved 
and  leave  no  traces.  The  difficulty  in  penetrating  the  screens 
now  frustrates  the  new  government  of  the  Philippines  as  well  as 
Treasury  and  drug  enforcement  officials  in  the  U.S. 

The  backlash  from  nine  old  men 

Readers  who  remember  getting  away  with  a  three-cent  stamp  to 
mail  a  letter  will  remember  the  phrase  "the  nine  old  men."  It: 
wasn't  a  baseball  team.  The  nine  men  invoked  by  the  phrase 
were  the  Justices  of  the  U.S.  Supreme  Court  who,  in  the  1930s, 
struck  down — in  some  cases  unanimously — key  elements  of 
legislation  put  forward  under  President  Franklin  D.  Roosevelt 
to  revive  an  economy  in  a  depression.  The  Schechter  Poultry 
decision  that  killed  the  sweeping  National  Industrial  Recovery 
Act  was  a  celebrated  case  in  point. 

Chief  Justice  Charles  Evans  Hughes  and  his  crusty  colleagues 
on  the  bench  a  half-century  ago,  looking  beyond  the  good 
intentions  of  Roosevelt's  New  Dealers,  sought  to  undo  the  will! 
of  Congress.  The  courts  today,  reports  Contributing  Editor 
Richard  Greene,  seem  all  too  anxious  to  go  well  beyond  the 
intent  of  the  legislators.  That  helps  explain  some  of  the  strange 
decisions,  and  even  stranger  penalties,  now  being  handed  down 
when  businesses  are  the  defendants.  But  the  pendulum  has 
begun  to  swing  back  toward  the  center.  See  page  62. 
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Trends 
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Japan's  Yankee  network 

Japanese  television  viewers,  al- 
ready nurtured  on  American  news 
and  sports  programs,  plus  occasional 
prime-time  shoot-'em-ups  and  soaps, 
will  be  getting  more.  NHK,  Japan's 
leading  broadcaster,  will  begin  im- 
porting U.S.  television  shows  24 
hours  a  day.  The  publicly  supported 
TV  network  has  leased  a  satellite 
channel  from  Hughes  Communica- 
tions of  Los  Angeles  (now  owned  by 
General  Motors).  NHK  currently 
reaches  96%  of  Japanese  homes  with 


of  these  companies  are  just  starting," 
says  John  Toon,  the  state's  marketing 
manager  for  industrial  economic  de- 
velopment. Georgia's  largest  Japanese 
investor  is  YKK,  with  750  jobs.  NEC 
Home  Electronics  and  Mitsubishi 
Consumer  Electronics  have  also  come 
in,  and  Nippon  Columbia  plans  a  $30 
million  compact  disk  plant  to  employ 
200  by  March  1987.  The  number  of 
jobs  at  foreign-owned  companies  grew 
by  9%  in  1984,  compared  with  7.9% 
in  the  state  as  a  whole.  And  the  rate  of 
job  growth  for  newcomer  manufactur- 
ers was  twice  as  high  as  the  overall 
rate,  according  to  the  Federal  Reserve 


Way  down  yonder  in  the  land  of  cotton 
Here  come  the  Asians,  bearing  jobs. 


its  three  channels — two  terrestrial 
and  one  by  satellite — and  Japan  has 
four  major  commercial  networks.  So 
why  the  new  service?  NHK  needs  pro- 
gramming for  a  second  satellite  chan- 
nel to  begin  broadcasting  next  fall. 
This  will  also  carry  sports  and  news, 
says  Yozo  Ono,  NHK's  manager  in 
New  York,  but  the  net  needs  more. 


Where  cotton  was  king 

Georgia,  where  cotton  once  was 
king,  has  lost  15,400  textile  jobs 
since  1981,  with  imports  from  Asia 
getting  much  of  the  blame.  These 
losses  have  been  offset,  but  only  in 
part,  by  1,200  new  jobs  in  the  apparel 
industry.  But  with  companies  like 
Milhken  and  International  Playtex 
closing  plants,  the  state  has  turned  to 
Asia  as  a  major  producer  of  new  jobs. 
By  last  year,  158  Japanese  companies 
had  invested  in  Georgia,  adding  7,000 
jobs.  "We  haven't  made  up  all  the  jobs 
we  lost  yet,  but  we  will,  because  most 


Bank  of  Atlanta.  Average  wages  paid 
by  foreign  manufacturers  are  12% 
more  than  their  American  counter- 
parts, the  bank  says.  So  Georgia, 
which  set  up  a  development  office  in 
Tokyo  in  1973,  has  opened  a  new  one 
in  Korea. 


How  benefits  can  backfire 

Washington's  $500  million-a-year 
program  to  give  tax  credits  to 
employers  who  hire  "disadvantaged" 
workers  may  be  working  to  the  disad- 
vantage of  the  very  people  it  was  de- 
signed to  help.  Gary  Burtless,  an  econ- 
omist with  the  Brookings  Institution, 
found  in  a  study  of  the  "Targeted  Jobs 
Tax  Credit"  program  that  employers 
were  more  likely  to  pass  up  the  tax 
break  ($4,500  over  two  years)  and  hire 
workers  without  the  certification  that 
they  are  part  of  the  plan.  He  reached 
that  conclusion  after  an  experiment 
in  Dayton,  Ohio,  where  applicants 
with  the  special  subsidy  vouchers 


wound  up  with  fewer  jobs  than  those 
without  them.  "We  were  very  sur- 
prised," Burtless  says,  adding  that  he 
read  the  study  as  showing  that  job- 
seekers  do  better  if  they  are  not  "stig- 
matized" as  part  of  a  program  to  help 
the  hard-to-employ.  His  personal  pref- 
erence would  be  to  spend  the  $500 
million  a  year  on  training. 


Plastic  lawyers 

If  lawyers  are  a  necessary  evil,  why 
not  cash  in  on  the  necessity?  Firms 
like  H&R  Block's  Hyatt  Legal  Ser-I 
vices  have  offered  prepaid  legal  plans 
through  unions  and  employers  for 
years.  Now  such  service  is  becoming 
increasingly  available  for  individuals. 
The  American  Prepaid  Legal  Services 
Institute,  a  nonprofit  group  affiliated 
with  the  American  Bar  Association, 
says  12  million  Americans  now  have 
a  prepaid  service  plan,  and  by  1990  it 
expects  25  million  to  have  one.  Much 
of  it  may  come  via  credit  card.  Safe- 
Card  Services,  a  Miami-based  firm 
that  offers  a  security  hot  line  for  more 
than  8  million  credit  card  holders,  has 
50,000  prepaid  legal  customers.  It 
plans  to  market  Hyatt  Legal  Services' 
program  to  holders  of  major  oil  com 
pany,  department  store  and  bank 
credit  cards.  For  $120  or  so  a  year, 
consumers  will  get  unlimited  phone 
consultations  and  office  visits,  says 
Peter  Halmos,  chairman  of  SafeCard 
Other  players  in  the  game  include 
Don  Caldwell  Corp.  of  San  Francisco, 
Nationwide  Legal  Services  in  Great 
Neck,  N.Y.,  Midwest  Mutual  Insur- 
ance's Midwest  Legal  Services  in  Des 
Moines  and  McKesson  Corp.'s  Law- 
phone  of  Phoenix.  Bank  of  America 
offers  prepaid  legal  services  to  its  cus 
tomers,  and  Cigna  has  a  service  called 
On-Line  Legal  Services. 


Stocks  on  tape 

Stocks  are  sold,  not  bought,  the 
adage  runs,  and  brokers  now  have 
a  new  gimmick:  videotape.  The  thou 
sands  of  companies  using  videotapes 
have  brought  the  cost  of  reproducing 
them  down  to  $5  apiece,  compared 
with  at  least  $6  or  $7  each  to  print  a 
fancy  brochure.  Wall  Street  is  getting 
the  message.  Max  Lewkowicz,  whose 
New  York  City-based  Exploration, 
Inc.  claims  to  be  the  largest  producei 
of  tapes  for  The  Street,  has  made  more 
than  60  since  1983,  including  annual 
reports  and  sales  pitches  for  limited 
partnerships  for  underwriters  such  as 
Dean  Witter,  Paine  Webber  and  Mor 
gan  Stanley.  Now  he  is  selling  tapes  tc 
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promote  initial  public  offerings.  So  far 
his  firm  has  produced  three  IPO  tapes 
and  is  working  on  another  eight,  he 
says.  Producing  a  tape  runs  from 
$20,000  to  $150,000.  This  year  he  ex- 
pects sales  of  $5  million,  up  from  $1 
million  last  year.  Why  the  demand? 
"Video  never  had  a  bad  day," 
Lewkowicz  says.  "There  is  no  worry 
about  good  or  bad  brokers.  Videos 
have  the  same  impact  every  time." 
Drexel  Burnham  Lambert's  Broad 
Street  Productions,  which  had  been 
producing  tapes  mostly  for  its  own 
deals,  is  also  working  outside  its  firm 
and  outside  Wall  Street.  Lewkowicz 
figures  there  is  room  for  everyone. 
"The  videotape,"  he  says,  "will  be  the 
standard  way  of  doing  business  on 
Wall  Street  within  three  years." 


Instant  perspective 

Now,  about  that  day,  Mar.  11, 
when  the  Dow  Jones  industrial 
average  leaped  43  points  in  one  trad- 
ing day,  to  close  at  1746.05.  When  you 
speak  of  it — and  you  will — add  this: 
Five  decades  ago,  during  the  depths  of 
the  Great  Depression,  the  Dow  closed 
at  42.84  one  day  in  June  1932,  and  at 
41.22  one  day  in  July. 


Don't  lick  'em,  join  'em 

Movie  moguls,  already  losing  box 
office  to  home  video,  are  fight- 
ing back — by  joining  the  enemy. 
United  Artists,  the  largest  movie  the- 
ater circuit,  already  has  6  video  rental 
stores  next  to  its  movie  theaters,  and 
plans  more.  The  ALMI  Group,  with 
140  RKO  Century  Warner  movie 
screens  in  the  New  York  area,  has  set 


up  similar  stores  next  door  to  4  of  its 
theaters  and  plans  another  12  within 
nine  months.  The  market  numbers 
are  compelling.  Nearly  30%  of  Ameri- 
can homes  now  have  a  videocassette 
recorder,  according  to  Wilkofsky 
Gruen  Associates,  a  New  York  City- 
based  economic  research  firm,  and  by 
1995  85%  of  them  will  have  one.  Nor 
are  movie  rentals  the  whole  story. 
Last  year  New  York  City's  Congress 
Video  Group  retailed  4  million  cas- 
settes through  chains  like  K  mart  and 
Wal-Mart  at  prices  from  $6.95  to 
$19.95.  Despite  rental  fees  of  only  $3 
to  $4,  classics  like  It's  a  Wonderful  Life 
are  selling  well.  Congress  is  also  sell- 
ing— not  renting — children's  cartoon 
series  and  cooking  class  tapes.  (One 
exercise  tape,  The  Total  Body  Workout, 
has  sold  150,000  copies.)  Others  are 
getting  into  the  video  sales  act:  Kartes 
Video  in  Indianapolis,  Prism  Enter- 
tainment in  Los  Angeles  and  CBS/Fox 
Video  in  New  York  City. 


Fish  on  the  farm 

Americans  ate  10.3  pounds  of  fish 
per  person  25  years  ago;  now  it's 
13.6  pounds  a  year.  Enter  aquaculture 
farmers — and  catfish,  a  southern  sta- 
ple long  ignored  elsewhere.  Catfish 
from  man-made  ponds  are  now  a  $300 
million-a-year  crop,  and  growing  25% 
a  year.  Last  year  the  industry  sold  200 
million  pounds,  says  Hugh  Purnell, 
executive  vice  president  of  the  Cat- 
fish Farmers  of  America,  and  sales  to 
restaurant  chains  like  Red  Lobster 
should  help  boost  sales  to  250  million 
pounds  this  year.  Why  the  boom?  The 
fish  can  be  harvested  year-round,  and 
production  rates  reach  up  to  4,000 
pounds  per  acre  annually.  Also,  pro- 

Francene  Keerv 


An  RKO  video  store 

Keeping  the  business  in  the  family. 


Ictalurus 

A  southern  staple  goes  national. 

ducing  one  pound  of  fish  requires  only 
1.75  pounds  of  feed,  compared  with  8 
pounds  for  a  pound  of  beef.  Catfish 
wholesales  for  73  cents  a  pound  and 
has  more  protein  and  less  fat  than 
chicken  and  fewer  calories  than  ham- 
burger, steak  or  pork,  its  growers 
claim.  (They  plan  a  $5.5  million  cam- 
paign to  promote  it.)  In  Mississippi, 
where  catfish  provides  more  than 
$200  million  to  the  economy,  catfish 
farmers  have  more  than  73,500  acres 
in  production,  with  another  15,000 
due  this  year. 


The  market's  side  effects 

The  high  tides  sweeping  Wall 
Street  have  lifted  the  real  estate 
business  in  New  York  City  along  with 
them.  A  new  market  survey  by  Cush- 
man  &.  Wakefield,  which  tracked  all 
leases  of  more  than  10,000  square 
feet,  shows  that  the  securities  indus- 
try took  on  3.3  million  square  feet  of 
office  space  in  1985,  41%  of  every- 
thing rented  in  the  downtown  finan- 
cial district.  The  trend  reflects  the 
boom  in  the  securities  business, 
which  added  78,000  jobs  in  the  last 
five  years.  Bankers  were  right  behind 
brokers,  leasing  3.1  million  square 
feet  in  the  city  last  year.  Third  were 
the  admen,  with  1.3  million  square 
feet.  This,  however,  represented  a  ma- 
jor migration  from  the  traditional 
Madison  Avenue  scene.  Many  adver- 
tising and  public  relations  firms, 
priced  out  of  high-cost  midtown  of- 
fices, have  moved  to  less  expensive,  if 
less  fashionable,  space. 
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THE  KNICKERBOCKER 
CHICAGO 


A  proud  history  repeats  itself. 

During  the  1920s, The  Knickerbocker 
I  lotcl  proudly  began  a  history  of  taste  and 
elegance  on  Chicago's  Gold  Coast. 

Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  this  tradition  of 
grace  and  charm.  Come  visit  The 
Knickerbocker... as  we  carry  on  our 
proud  history. 

At  the  Top  of  the  Magnificent  Mile, 
Walton  Place  al  North  Michigan  Avenue. 
(800)  621-8140.  (312)751-8100 
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Follow-Through 


The  Indian  entrepreneur 

Two  years  ago  a  presidential  com- 
mission began  trying  to  find  out 
why  the  1.4  million  Indians  in  the 
U.S.  still  had  no  economic  base,  de- 
spite $2.5  billion  a  year  in  govern- 
ment funds  and  $1.7  billion  in  royal- 
ties and  reinvestment  income  on 
their  gas,  oil,  metals,  timber  and  land. 
As  an  example  of  how  the  Indian 
might  solve  his  own  problems, 
Forbes  cited  the  Seneca  tribesman  in 
western  New  York  who  had  created  a 
tidy  business — and  30  jobs — pumping 
tax-free  gasoline  on  the  edge  of  his 
reservation  (Sept.  24,  1984). 

By  last  November,  Maurice  John's 
happy  hunting  grounds  in  Salamanca, 
N.Y.  were  happy  no  longer.  John  had 
been  importing  tax-free  gas  from  Her- 
zog  Oil  in  Pennsylvania.  He  leased  his 
land  from  the  tribe  for  $250,000  a  year 


Maurice  John 

Sometimes  the  Indians  win. 

and  employed  30  fellow  tribesmen. 
He  did  so  well  that  the  Seneca  nation 
decided  to  go  into  business,  too.  By 
last  October  it  had  built  its  own 
$500,000  station  on  its  land. 

Meanwhile,  William  Campbell,  a 
major  gasoline  distributor  in  south- 
western New  York  and  chairman  of 
the  Empire  State  Petroleum  Associa- 
tion, went  on  the  warpath.  Late  in 
1984  he  sued  John  and  then  the  New 
York  State  tax  commissioner.  The 
New  York  courts  ruled  against  Camp- 
bell early  this  year.  (He  has  a  federal 
suit  still  pending.) 

The  New  York  State  legislature 
caused  even  more  trouble  with  a  law 
requiring  gasoline  distributors  to  col- 
lect state  sales  taxes  from  their  cus- 
tomers. So  John's  tax-free  Pennsylva- 
nia supplies  were  cut  off,  and  he  shut 
his  station.  Then  he  reopened,  buying 
gas  from  three  New  York  distribu- 
tors— and,  under  protest,  paying  the 


taxes  they  were  required  to  collect. 
But  Herzog,  his  Pennsylvania  suppli- 
er, took  the  case  to  state  court  and 
won  an  injunction  that  brought 
things  full  circle.  Now,  John  is  again 
selling  tax-free  gasoline,  and  the  Sene- 
ca nation's  station,  after  being  idle  six 
months  at  a  cost  of  $5,000  a  month  in 
interest,  has  opened. 

For  once,  it  wasn't  "Lo!  the  poor 
Indian"  all  over  again. 


Working  on  the  railroads 

Two  years  ago  Santa  Fe  Industries 
and  Southern  Pacific  Co.  buried 
their  ancient  enmity  by  merging  into 
the  $11  billion  (assets)  Santa  Fe 
Southern  Pacific  Corp.  Operating  ra- 
tios (costs  to  revenue)  at  the  Southern 
Pacific  Railroad  had  been  dismal,  just 
under  100%;  the  Santa  Fe's  were  not 
much  better  at  91.6%,  compared  with 
the  82.3%  ratio  Burlington  Northern 
had  the  same  year.  But  with  two  of 
everything,  the  roads  expected  to  save 
$220  million  a  year,  to  get  $220  mil- 
lion in  new  business  from  the  Burling- 
ton Northern  and  Union  Pacific  and 
another  $45  million  from  trucking 
companies,  and  to  save  $270  million 
on  capital  outlays  over  three  years 
(Forbes,  May  7,  1984). 

Revenues  for  the  new  giant  prompt- 
ly went  up,  and  the  stock  climbed 
pretty  steadily,  from  27  to  a  recent 
high  of  395/s,  even  though  the  merger 
has  still  to  be  approved  by  Washing- 
ton. (The  SP  must  be  operated  sepa- 
rately until  it  is.) 

A  few  new  problems  have  appeared. 
Recently  a  federal  judge  in  Wichita 
gave  some  1,400  former  Rock  Island 
trainmen  class-action  status  in  their 
1983  case  against  the  SP  and  the  Unit- 
ed Transportation  Union.  Although 
the  road  calls  the  suit  "specious,"  the 
potential  cost  could  amount  to  $35 
million. 

The  trouble  began  in  1980,  when 
the  Southern  Pacific  bought  the  Rock 


Derek  Benvln/lnuge  Bank 


An  SP  freight  train  on  the  move 
Losing  headway  in  the  courts? 
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Electronics. 

Still  growing.  And  the  futu? 
belongs  to  those  who  are 
committed  to  innovation- 
to  Eaton. 


Growing  into  the  future. 

Automotive  •  Electronics 
Defense  •  Capital  Goods 


Volkswaqen 
now  oners 
savings 

on  these 
impressive 

vehicles. 

Volkswagen  and  American  Airlines  have  come 
together  to  offer  you  a  very  special  European 
Tourist  Delivery  package.  Now  when  you  buy  a 
Volkswagen  here  and  pick  it  up  in  Europe  you 
not  only  get  a  great  deal  on  a  brand  new  Jetta, 
Scirocco,  Cabriolet,  Quantum,  Vanagon,  or 
Camper,  you  get  special  air  fare  discounts  on  up 
to  four  American  Airlines  roundtrip  tickets  to 
three  German  destination  cities.  Tourist  Delivery 
is  easy.  Just  tell  us  where  you  want  to  pick  up 
your  Volkswagen.  (There  are  nine  convenient 
locations  in  Germany  alone.)  Enjoy  it  while  you 
vacation,  saving  on  rental  car  charges.  When  if  s 
time  to  come  home,  simply  leave  your 
Volkswagen  at  one  of  our  German  drop-off 
points  and  we'll  ship  it  back  to  your  local  dealer 
at  no  additional  charge.  See  your  dealer  for 
details.  Ifs       ^  _ 

sya  European 

^Tourist  Delivery 


American 


ooooooooooooote 


oooo 


Island's  Tucumcari  line  from  St.  Lou-I 
is  to  New  Mexico,  to  cut  400  miles! 
from  its  run  to  California.  The  SP| 
agreed  to  give  former  Rock  Island  em- 
ployees, among  other  things,  prefer- 
ential hiring.  Then,  in  1982,  the  Unit-^ 
ed   Transportation   Union   and  SP 
signed  a  second  accord  that  the  Rock 
Islanders  say  wiped  out  their  preferen- 
tial hiring  agreement.  The  SP  added 
insult  to  their  injury  When  it  diverted 
traffic  to  Missouri  Pacific  lines  from 
part  of  the  Tucumcari  line — which 
needed  much  capital  improvement- 
and  gave  the  jobs  on  that  section  to  its 
own  men. 

In  a  separate  action,  seven  former 
Rock  Island  engineers  have  also  sued 
SP  and  requested  class-action  status 
for  up  to  2,000  of  their  colleagues. 
"Damages  could  be  astronomical," 
says  the  engineers'  Lincoln,  Neb.  at- 
torney, Michael  Thrasher.  The  com- 
pany says  this  suit  is  "specious,"  too. 


Stitch  no  more 

The  greatest  company  in  sewing 
machines  will  sew  no  more.  Jo 
seph  Flavin  had  turned  Singer  Co. 
around  since  taking  over  the  Con- 
necticut-based conglomerate  in  1975 
(Forbes,  Mar.  26,  1984).  The  company 
ended  1985  with  sales  of  $2.4  billion, 
lowest  since  1977.  But  net  reached  a 
ten-year  record  of  $82  million,  and 
return  on  equity  was  15%. 

So  why  would  Flavin  give  up  a  135- 
year-old  brand  name?  Singer  is  now  a 
big  supplier  of  defense  electronics, 
and  he  wants  Wall  Street  to  know  it. 
He  considered  that  its  multiple  of  9, 
less  than  half  those  of  some  other 
defense  electronics  companies,  was 
too  low  and  made  Singer  look  like 
takeover  bait.  Aerospace  and  defense 
electronics  are  more  than  50%  of  rev- 
enues, and  "the  aerospace  analysts 
who  now  cover  us  couldn't  under- 
stand 47%  of  the  business." 

With  budget  knives  threatening  the 
Pentagon,  was  this  the  time  to  con- 
centrate on  defense?  "No  one  is  im- 
mune, but  we  are  much  less  suscepti- 
ble because  of  the  areas  of  technology 
we're  in,"  Flavin  says.  Budget  cuts 
might  even  help.  Without  new  planes, 
old  ones  must  be  upgraded  with  new 
electronic  devices,  he  notes.  Singer  is 
the  leader  in  aircraft  training  simula- 
tors, much  cheaper  than  training 
flights.  And  Flavin  figures  disarma- 
ment will  mean  more  surveillance, 
another  Singer  specialty. 

The  Street  responded  enthusiasti- 
cally. Singer  rose  more  than  6  points 
the  day  the  plan  was  announced. 
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The  Home 
Of  The  Brave. 


The  Board  Room. 

An  extremely  sensitive 
spot  these  days. 

Several  corporations  have 
seen  their  outside  directors  resign 
en  masse. 

Many  other  companies  are 
suffering  an  exodus  of  directors 
who  no  longer  will  risk  serving 
on  outside  boards. 

And  the  list  of  organiza- 
tions having  difficulty  attracting 
top  board  talent  is  mounting  daily. 

The  situation  is  growing 
critical  for  corporations  grappling 
with  tough  issues  such  as  asset 
redeployment,  restructuring,  and 
takeovers.  At  a  moment  when 
they  urgently  need  experienced 
brainpower,  they  are  losing  it. 

What  is  worrying  the 


executives  who  steer  America's 
corporations? 

The  very  same  thing  that's 
unnerving  their  insurers:  lawsuits. 

Available  data  suggest  that 
the  number  of  companies  experi- 
encing claims  against  directors 
has  doubled  in  the  last  decade. 

Not  unexpectedly,  insur- 
ance for  directors  and  officers, 
once  a  common  commodity,  has 
become  very  scarce  and  very 
expensive.  Many  corporations 
have  been  forced  to  "go  bare." 

The  directors'  insurance 
dilemma  echoes  the  medical 
malpractice  insurance  crisis, 
where  a  barrage  of  lawsuits  and 
rocketing  premiums  are  sending 
shock  waves  through  the  entire 
medical  profession. 


Now  "management  mal- 
practice" suits  are  multiplying, 
spurred  by  a  legal  environment 
in  which  the  definition  of  liability 
constantly  expands  and  jury 
awards  more  closely  resemble 
rewards. 

Tort  reform  clearly  is  in 
order.  The  litigation  epidemic  in 
America  must  be  brought  under 
control. 

Encouraging  legislators 
to  act  now  might  be  the  wisest 
decision  a  corporation  could 
make  in  its  own  behalf. 


JOHNSON 
u&TTIGGINS 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES.  HUMAN  RESOURCE  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


Consulting  on  a  lot  more  than  iasurance. 


Readers  Say 


Thumbs  down  on  tax 

Sir:  The  motorcycle  riding,  hot-air- 
balloon  sailing  revival  preacher  re- 
peats his  "Tax  those  folks  who  use 
gasoline"  sermon  (Mar.  10). 

Motorists  pay  for  the  streets  and 
highways  they  use  and  then  some. 
Trucks  don't.  Mass  transit  riders 
don't  come  close  to  paying  full  fare. 
Air  and  water  transit  are  subsidized. 
How  about  picking  on  our  freeloading 
transit  systems  for  a  change? 
—W.M.  Buescher 
Pigeon  Forge,  Term. 

Sir:  One  overlooked  reason  for  the 
drop  in  oil  prices:  the  shift  to  other 
forms  of  energy.  According  to  OPEC's 
own  analysts,  the  growth  of  nuclear 
electric  power  alone  has  lowered  the 
worldwide  demand  for  oil  by  6  mil- 
lion barrels  a  day. 

Our  good  fortune  could  become  a 
tragedy  if  lower  oil  prices  lead  us  to 
pull  back  from  our  deliberate  shift  to 
nuclear  energy,  coal  and  other  alter- 
native sources. 
— Frederick  Seitz 
Chairman, 

Scientists  and  Engineers  for 

Secure  Energy,  Inc. 
New  York,  NY. 

Sir:  The  oil  import  fee  is  unworkable. 
How  can  we  express  concern  over  in- 
ternational debt  while  stifling  U.S. 
demand  for  Mexican  and  Venezuelan 
oil?  How  can  U.S.  petrochemical, 
steel  and  industrial  equipment  manu- 
facturers compete  if  their  major  raw 
material  is  priced  50%  to  80%  above 
world  levels? 
— Barry  A.  Curtis 
Cleveland,  Ohio 


Two  '88  contenders 

Sir:  I  was  shocked  to  read  your  glow- 
ing praise  of  Mario  Cuomo  (Fact  and 
Cofnment,  Feb.  24).  He  believes  most 
individuals  cannot  care  for  them- 
selves, and  that  the  government  must 
"help"  them.  How  can  you  mistake 
his  politics  of  envy  and  self-pity  for 
"genuine  compassion"? 
— Charles  H.  Bede 
Gaithershurg,  Md. 

Sir:  I  am  writing  to  remind  you  that 
Cuomo  was  the  one  who  dashed  off 
from  D.C.  to  get  back  to  N.Y.C.  to 
renew  rent-control  legislation  before 
it  expired  at  midnight.  Rent  control  in 


New  York  has  devastated  the -supply 
(and  consequently  raised  the  price)  of 
all  kinds  of  housing  in  the  Apple  City. 
— Eric  Jay  Beeby 
Dallas,  Tex. 

Sir:  Amen  to  MSF's  comments  on  the 
dismissal  of  Lee  Iacocca  as  chief  fund- 
raiser for  the  restoration  of  the  Statue 
of  Liberty  (Fact  and  Comment,  Mar.  10). 
Why  shouldn't  Mr.  Iacocca  have 
something  to  say  about  spending  the 
money  he  has  raised?  If  it  were  not  for 
his  efforts,  there  probably  would  be 
very  little  to  spend. 

This  action  is  typical  of  Washing- 
ton's mismanagement  of  my  money. 
— Ruth  Albright 
Branson,  Mo. 

Sir:  Your  Fact  and  Comment  is  bunk. 
Had  we  taxpayers  not  bailed  him  out, 
Lee  Iacocca  would  have  been  relegat- 
ed to  obscurity  long  ago. 
—William  W.  Llewellyn 
Lower  Lake,  Calif. 


Pholos  by  Picture  Group 


Cuomo  and  Iacocca 


Controversial  public  figures. 


Not  forced  out 

Sir:  Your  slanted  article  on  Ameri- 
Trust  (Feb.  10)  implies  that  Brock 
Weir  resigned  under  pressure  for  poor 
performance.  That  is  certainly  not 
true,  and  no  one  here  could  have  given 
that  impression.  Brock  retired,  exact- 
ly as  he  had  announced  he  would  at 
least  a  year  before  his  retirement  date. 
This  implication  is  grossly  unfair. 
—Jerry  V.  Jarrett 
Chairman, 
AmeriTrust 
Cleveland,  Ohio 


Valid  distinction 

Sir:  Re  your  use  of  the  word  extremists 
in  Fact  and  Comment  ([an.  27):  "Those 
governing  anywhere  who  think  terror- 
ists and  extremists  can  be  appeased 
away  are  wrong."  A  terrorist  commits 
illegal,  harmful  acts.  An  extremist  may 


do  no  more  than  state  opinions. 

We  must  guard  against  checks  on  I 
free  expression  while  we  also  protect  I 
man's  right  to  life. 

— Louise  Seeley 
Seattle,  Wash. 


Better  performance 

Sir:  Re  your  article  regarding  the  sec- 
ond-half performance  of  the  mutual 
fund  industry  (Jan.  27).  We  would  like 
to  point  out  that  Vanguard  Index 
Trust's  six-month  performance  was 
12.2%  and  Explorer  II's  net  assets 
were  $11  million  on  Sept.  30,  1985. 
—John  J.  Brennan 
Chief  F  inancial  Officer, 
Tlie  Vanguard  Group 
Valley  Forge,  Pa 

Also,  the  teri-year  annualized  return  of 
SteinRoe  Special  Fund  should  have  been 
shown  as  21.5% — Ed. 


We're  up 

Sir:  You  reported  in  "The  30  largest 
initial  offerings"  (Dec.  2,  1985)  that 
Home  Federal's  stock  has  declined 
73%  since  its  initial  offering.  On  the 
contrary,  the  stock  has  actually  in- 
creased by  45%. 
— Kim  Fletcher 

Chairman  and  Chief  Executive, 
Home  Federal 
San  Diego,  Calif. 

Sir:  In  estimating  Sierra  Spring  Wa- 
ter's market  capitalization  (Mar.  10), 
you  apparently  neglected  to  take  into 
account  a  3-for-2  stock  split  by  the 
company  in  January  1986.  In  the  cur- 
rent stock  price  range,  Sierra's  market 
capitalization  is  over  $90  million,  not 
around  $64  million. 
— George  H.  Baldwin 
San  Francisco,  Calif. 


Wisdom  of  Wayne 

Sir:  Barry  Goldwater  did  not  jump  at 
Mr.  Forbes'  suggestion  that  he  would 
make  a  good  Secretary  of  Defense 
(Readers  Say,  Dec.  16,  1985).  Years  ago 
my  young  sons  used  their  printing 
press  to  promote  John  Wayne  for  the 
same  job.  His  response:  "Tell  your 
boys  I  can't  afford  to  take  the  job." 
— Marshall  Ackerman 
Emmaus,  Pa. 
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OurOpen  Office  SystemWorks  In 
OfficesThatHaven'tEven  Been  Built 


-L. 


« — '  "I 


Introducing  Morrison  by  Knoll. 
An  open  office  system  that  wasn't 
designed  back  in  the  70s.  So  its 
future  wasn't  1 0  years  ago. 

In  fact,  not  only  have  we  had 
time  to  learn  from  everyone  else's 
mistakes,  we've  had  time  to  see 
where  technology  is  headed.  And 
we've  prepared  for  it. 

So  Morrison  panels  are  strong 
enough  to  take  the  pressures  of 
everyday  business  and  designed 
to  take  it  every  day  for  years.  Race- 
ways offer  ample  room  for  ample 
wiring.  While  modular  components, 
cantilever  brackets  and  universal 
parts  can  be  arranged  and  rear- 
ranged for  whatever  lies  ahead. 

Now,  if  your  company  has  a  fu- 
ture, shouldn't  you  look  into  a  sys- 
tem that  can  keep  it  company? 

For  more  information  call  (800) 
633-0034,  ext.  50.  In  Rl  751 -7450. 


By  Knoll 


Does  McKesson  stock 
meet  your  tough  investment  criteria? 
Invest  30  seconds  to  find  out. 


1 .  Has  the  return  over  the  past  ten  years  0 
averaged  19%  a  year? 

2.  Are  earnings  per  share  up  10%  for  the  current  0 
fiscal  year? 

3.  Is  the  yield  around  4%%  ?  0 

4.  Are  earnings  relatively  free  from  fluctuations  0 
in  the  economy  and  interest  rates? 

5.  Are  acquisitions  expected  to  accelerate  the  0 
company's  profitable  growth? 

6.  Is  the  company  a  leader  in  one  of  the  fastest  0 
growing  segments  of  the  U.  S.  economy? 

McKesson  (MCK-NYSE)  is  the  leading  distributor  of  drugs 
and  health  and  beauty  aids,  one  of  the  nation's  fastest  growing 
industries.  Our  computerized  nationwide  distribution  network 
serves  a  wide  range  of  health  care  and  retail  businesses — from 
drugstores,  hospitals  and  veterinarians  to  stationers,  super- 
markets and  mass  merchandisers,  with  annual  sales  of  over 
$6  billion. 

To  learn  more,  call  (800)  952-5656,  or  write  McKesson  Corp., 
Investor  Relations  Dept.,  One  Post  Street,  San  Francisco,  CA  94104. 

Mtfesson 

Masters  of  Value-Added  Distribution 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IN  SIX  MONTHS,  $550  BILLION  OF  NEW  WEALTH 


Even  government  printing  presses  working  overtime 
couldn't  have  made  as  many  billions  of  new  bucks  as  the 
stock  market  has  created  in  the  past  six  months — nearly 
$90  billion  in  one  week  alone. 

And  this  vast  new  wealth  is  not  going  to  vanish  with 
anything  like  the  speed  with  which  it  came  into  being. 

The  market's  been  a  very  long  time  recognizing  what 
the  raiders  and  acquirers  have  long  known — that  shares 
of  America's  businesses  have  been  cut-rate  bargains. 

INTEREST  RATE  TUMBLE 

Each  1%  decline  in  interest  the  U.S.  government  has  to 
pay  for  the  money  it  borrows  "saves"  $5  billion  the  first 
year,  $10  billion  the  second  year  and  nearly  $60  billion 
over  five  years. 

Interest  on  30-year  bonds  has  dropped  from  15.7%  in 
1981  to  8%  currently.  Ten-year  bonds  are  at  7.7%,  from 
15%  4'/i  years  ago. 

Which  is  one  major  reason  that  projections  of  the 
federal  deficit  now  and  for  the  next  three  or  four  years 
are  meaningfully  down  from  estimates  made  only  two  or 
three  months  ago. 

It's  a  costly  crying  shame  that  the  U.S.  Treasury  didn't 
do,  and  doesn't  do  yet,  what  most  corporations  do  on 


What  companies  make  and  what  they  do  have  gone  up  in 
cost,  but  owning  the  doers  and  the  makers  has  not. 

At  least  a  third  of  these  fresh  new  $billions  are  in  the 
hands  of  people  who  now  feel  flush  enough  to  buy  homes 
(at  the  lowest  mortgage  rates  in  eight  years),  and  to  do 
more  of  the  things  people  do  when  they  have  more  money. 

We  predicted  1986  would  be  a  good  year,  and  it  is  already 
more  so.  Those  companies  still  stalled  or  limping  will 
soon  feel  the  lift  of  these  recently  created  $550  billion. 

"SAVES"  U.S.  A  BUNDLE 

indebtedness — have  a  recall  right.  Tens  and  tens  of  $bil- 
lions  could  be  saved  if  the  U.S.  Treasury  borrowings  at 
14%  and  15%  interest  could  be  refinanced  at  8%. 

As  son  Steve  wrote  in  Fact  and  Comment  II  two  years 
ago  (Forbes,  Apr.  30,  1984),  "There's  a  way  for  the  U.S.  to 
save  several  billion  dollars  a  year  in  servicing  the  national 
debt.  Current  outlays  for  interest  now  come  to  more  than 
$120  billion  a  year.  The  method:  indexing  government 
bonds,  both  for  principal  and  interest. 

"The  U.K.  has  shown  the  way  on  this.  Too  bad  we  don't 
have  a  Treasury  Secretary  strong  enough  to  do  the  same 
thing  on  this  side  of  the  Atlantic." 

It's  never  too  late,  Jim. 


MRS.  AQUINO'S  RELEASE  OF  TOP  REDS  WAS  A 


most  smart  move.  The  jailed  four  were  as  happy  as  Mos- 
cow was  unhappy.  The  Philippine  Communist  forces  have 
lost  their  most  inflammatory  target,  Marcos,  and  now 
they've  lost  their  "martyrs." 

It's  hard  to  believe  that  many  who  should  know  better 
were  so  upset  over  the  Reds'  release. 

Why  do  they  think  Moscow  was  so  swift — and  alone — in 
extending  congratulations  and  offers  of  aid  to  Marcos  after 
his  "reelection"? 


We  may  have  some  differences  with  the  new  regime,  but 
they  are  mighty  small  in  contrast  with  the  setback  for  the 
Red  guerrilla  forces  that  came  with  the  removal  of  the 
Marcos  regime,  their  prime  inflamer. 

Because  this  was  a  democratic  and  bloodless  revolution, 
Reds  run  far  less  strong. 

Now  these  guerrillas  must  fight  a  people-powered 
democracy,  not  a  government  that  had  grown  tyrannical 
and  corrupt. 
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FRESH  THINKING 

While  most  people  happily  contemplate  reaching  re- 
tirement age,  not  all  do.  And  that  all  must  retire  at  a  set 
age  has  been  soundly,  deeply  and  legally  shaken  up, 
reshaped. 

For  almost  all  of  a  long  time  now,  people  have  been 
both  marrying  later  and  siring  fewer.  Job  seekers  suitable 
for  a  varying  gamut  of  work  are  less  able,  and  often  less 
inclined,  to  move  where  work  might  be  if  it's  too  far 
from  where  they  now  be. 

This  hardening  of  the  job-flow  arteries  is  awakening 
businesses  small  to  large  to  the  fact  that  their  greatest 
resource  for  part-time  (and  often  full-time)  help  is  from 
retirees.  Their  own  retirees  fit  best,  of  course. 

Hardening  of  oldsters'  arteries  isn't  as  prevalent  as 
once  presumed.  Many  retirees  are  discovering  that, 


ABOUT  RETIREES 

though  they  may  work  less,  it's  more  fun  working  some. 
As  is  the  case  of  most  dreams,  retirement  dreams 
realized  are  not  quite  as  dreamed. 

Where  well-intended  Social  Security  and  other  laws 
penalize  those  retired  who  start  reearning,  sensible  revi- 
sion of  the  pertinent  laws  is  in  order.  Take  the  case  of 
170  semiretired  federal  judges  who've  been  helping  enor- 
mously with  our  litigious  society's  mounting  mountains 
of  litigation.  As  Chief  Justice  Burger  told  the  Congress 
recently,  when  these  judges  help  out  they  have  to  pay 
Social  Security  taxes  on  their  income  and  forgo  benefits 
to  such  an  extent  that  they  end  up  with  far  less  income 
than  if  they  did  nothing. 

That  and  similar  unintended  dumbnesses  need  swift 
attention. 


IF  ANY  COMPANIES  MAKE  FIRST  RATE  SMOKE  EXHAUST  FANS 

sales  of  same  should  take  off  as  community  after  commu-  Electricians,  carpenters,  plasterers  and  painters  should 
nity  and  state  after  state  pass  laws  requiring  smokers'  also  enjoy  a  related  boomlet.  People  these  days  think  it's 
segregation  in  restaurants,  open  office  areas  and  such.         an  ill  wind  that  blows  smoke. 

WE  MAY  NOT  BEGIN  EVEN 

when  we're  born,  but,  for  sure,  we  begin  even  when  we  die. 

READERS'  LONG  MEMORIES:  EMBARRASSING,  OCCASIONALLY  WELCOME 


Recently  here  we  observed  that  "applause  meters  should 
have  been  attuned  to  the  millions  of  minds  elated  by, 
thumpingly  agreeing  with  [Supreme  Court  Chief  Justice 
Burger's]  assault  on  attorney  advertising.  Ambulance  chas- 
ing used  to  be  considered  an  unethical  activity  done  by 
eager-beaver  legal  eagles.  Now  one  reels  from  lawyer  ad- 
vertising assaults  on  ear  and  eye." 

Wrote  reader  Henry  Keultjes,  "Years  ago,  Mr.  Forbes 
wrote  the  enclosed  editorial  under  the  headline  'Let  'Em 
Advertise'  ": 

"  'Lawyers  are  not  supposed  to  advertise. 
"  'So  how  do  they  acquire  a  Name  and  the  clients 
that  a  Name  attracts?  They  run  for  public  office  or 
enter  politics  on  the  appointive  level  and  get  their 
names  all  over  the  paper  and  TV,  mostly  for  free. 
"  'On  more  esoteric  grounds,  some  lawyers  are 


seeking  to  change  the  prohibition  against  lawyer 
advertising.  The  rest  of  us  might  do  well  to  support 
the  change  on  the  proposition  that  the  public  inter- 
est would  better  be  served  if  there  were  fewer  law- 
yers in  public  office. 

"  'The  great  majority  of  the  great  majority  of  law- 
making bodies  in  this  country  are  lawyers.  They  pass 
laws  by  the  bucketful,  which  require  lawyers  by  the 
bucketful  who  collect  bucketsful  of  coin  from  the  rest 
of  us  for  advice  on  how  to  comply,  or  how  to  avoid 
complying,  with  all  the  stuff  they  pass. 

"  'I  say,  let  'em  advertise  like  any  other  souls  and 
we'll  all  be  better  off.'  " 

That  bit  of  tongue  in  cheek  was  written  in  1970.  Little 
did  I  expect  that  the  tongue  would  come  right  through 
the  cheek. 


ON  THE  OTHER  HAND 


a  long-ago  prediction  here  turned  out  to  be  right  on.  It 
was — happily! — called  to  our  attention  by  Mr.  William 
Lane,  Delta  Capital  Inc.,  in  Charlotte,  N.C.,  who  wrote: 

"While  rummaging  through  some  old  correspondence, 
1  discovered  your  reply  to  my  question  about  energy, 
about  which  you  have  been  writing  in  Fact  and  Com- 
ment. I  thought  it  might  be  of  interest  to  you  and  your 
readers  that  you  have  proof  of  one  accurate  prediction — 


your  letter's  date  is  June  1,  1981,  in  which  you  wrote: 

"  'I  feel  that  at  the  present  prices,  which  are  apt  to 
become  even  higher,  conservation  of  energy  has  soared 
so  the  demand  is  reduced  for  energy,  particularly  im- 
ported oil;  and  at  these  prices  all  manner  of  alternative 
energy  sources  become  feasible.  In  five  years  (or  less!) 
we  will  have  more  than  enough  energy  to  meet  our 
needs.'  " 
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REAL  WIT  HAS  A 

and  famed  humorist  Fran  Lebowitz  wields  a  rapier  of  a 
sharpness  rarely  equaled  these  days.  To  wit,  these  gems 
from  a  sparkling  interview  in  the  Philip  Morris  Magazine: 

"PM:  So  were  you  witty  as  a  child,  or  is 
it  an  acquired  trait?" 

"Lebowitz:  No  one  is  considered  witty 
as  a  child.  I  was  considered  fresh.  Fresh- 
ness turns  to  wit  when  you  start  getting 
paid  for  it." 

"I  think  you  can't  learn  to  write,  and 
people  who  spend  money  on  writing 
courses  would  do  much  better  to  send 
the  money  to  me,  and  I'll  introduce  them  to  an  editor." 

"I  would  be  the  perfect  heiress,  which  was  my  first 
career  choice.  I  have  no  impulse  to  work  whatsoever.  The 
puritan  ethic  passed  me  by;  I'm  not  a  puritan." 

"Children  make  the  most  desirable  opponents  in  Scrab- 
ble as  they  are  both  easy  to  beat  and  fun  to  cheat." 


CUTTING  EDGE 

"I  don't  even  know  if  I  would  want  to  eat  if  I  couldn't 
smoke  afterward.  Cigarettes  are  particularly  important  to 
me  when  I'm  writing.  The  words  are  in  the  cigarettes. 

They  come  in  the  smoke,  into  your  lungs, 
travel  down  your  arm,  and  out  your  pen." 
n  "A  comedian  stands  up  and  tells  jokes 

and  makes  tons  of  money.  I  can  tell  I'm 
not  a  comedian  because  I  do  not  make 
$25,000  a  week." 

If  you  haven't  read  Fran's  first  book, 
Metropolitan  Life,  or  her  only  other 
book,  Social  Studies,  treat  yourself.  The 
gestation  period  for  her  next,  Exterior  Signs  of  Wealth, 
threatens  to  set  some  sort  of  record. 

The  pain  of  literary  creation  is  unmatched  and  unpre- 
scribable  for.  One  of  these  days,  though,  we'll  be  lucky 
enough  for  her  to  say  to  her  publisher,  "Go  with  what 
I'm  giving  you." 


PSST— WANNA  MAKE  A  FORTUNE? 

Make  a  bathroom  scale  that  lies — convincingly. 


IF  ONE  DRINK  PRODUCES 

one  good  thought,  quit  while  you're  ahead. 


LIBATIONS 

more  often  reinforce  inhibitions  than  inclinations. 


BOOKS 


•  The  White  House  Mess — by 
Christopher  Buckley  (Alfred  A. 
Knopf,  $16.95).  By  the  time  I  was 
through  just  the  prologue,  tears  of 
laughter  made  it  difficult  to  contin- 
ue. This  is  one  wickedly  witty  book. 
Mr.  Buckley  will  be  batting  on  a 
sticky  wicket  when  it  comes  to 
White  House  invitations — when  President  Tucker  suc- 
ceeds Ronald  Reagan  in  1989. 

Excerpts:  "Herb,"  said  the  President-elect  barely  above  a 
whisper,  "we  seem  to  have  a  situation  here."  He  drew  a 
deep  breath.  "The  President  won't  leave." 

"Have  you  spoken  to  him!"  I  asked. 

"Yes,  I  have, "  said  the  President-elect.  "He  told  me  his 
back  was  bothering  him,  that  he  was  feeling  tired,  that 
it's  cold  outside,  and  that  he  just  didn't  feel  like  moving 
out  today." 

"Oh,"  I  said,  for  I  could  think  of  nothing  else  to  say. 
"He  was  very  nice  about  it.  Hoped  it  wouldn't  inconve- 
nience me." 

"I  see.  Did  he  say  when  he  might  feel  like  movingl" 
"Yes.  Spring." 

"Spring."  I  had  spent,  weeks  drawing  up  contingency 
plans  for  everything,  including  the  disposal  of  1,800 
pounds  of  horse  manure  that  would  be  "processed"  dur- 
ing the  parade.  I  had  not  anticipated  this.  .  .  . 

LeslieR.  Dach,  Director  of  Presidential  Advance,  thought 
nothing  of  closing  off  the  Brooklyn  Bridge  in  rush  hour  to 


accommodate  a  motorcade,  or  of  shutting  down  an  airport 
on  Friday  of  the  Labor  Day  weekend.  When  the  President 
visited  the  South  Bronx,  Dach  had  several  enormous 
tenement  buildings  razed  overnight  so  the  cameras  would 
have  an  unobstructed  shot  of  the  presidential  profile. 

•  Grand  Hotel:  The  Golden 
Age  of  Palace  Hotels — (The 
Vendome  Press,  $45).  The  most 
disorganized  publishing  pot- 
pourri in  years.  And  for  $45,  at 
that.  An  abortion  of  a  grand 
conception. 

Excerpt:  The  arrival  of  an  im- 
portant guest  was  the  occasion 
for  a  full-dress  ceremony  in- 
volving a  whole  army  of  staff. 
More  often  than  not  the  guests  arrived  by  rail.  The  hotel 
had  to  cheak  on  the  times  of  trains.  If  a  delay  occurred,  the 
full  complement  of  management  and  staff  had  to  remain 
waiting  whatever  the  hour.  Carriages  equal  to  the  number 
of  guests  were  sent  off  to  the  station,  each  one  with  a  page 
boy  who  had  to  be  on  the  platform  to  meet  the  guest. 
Countless  and  cumbersome  pieces  of  luggage  (40  items  per 
couple  were  common)  were  taken  up  to  the  hotel  in  a 
separate  vehicle.  The  average  stay  in  one  of  these  palaces 
was  at  least  15  days  and  often  a  month.  Gentlemen  were 
often  accompanied  by  their  valet,  even  their  secretary,  and 
ladies  by  their  maid,  while  the  chauffeur  would  join  them 
with  the  car.  After  the  customary  welcome,  the  head  porter 
would  then  see  the  guests  to  their  rooms. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


Crisis 

A  [recent]  headline  from  the  New 
York  Times  read  as  follows:  "Fears 
Rise  as  Deficit  Estimates  Drop." 
Headline  writers  seldom  win  praise 
for  their  work,  but  that  one  said  it  all. 
If  the  deficit  goes  away,  how  indeed 
will  congressmen  justify  their  urgent 
calls  for  a  rise  in  taxes? 

— Wall  Street  Journal 

Aching  Back 

"Starting  in  your  20s  and  continuing 
for  about  30  years — every  six  months 
to  two  years — you're  going  to  have  a 
few  days  when  your  back  hurts.  Peri- 
od," says  Dr.  Robert  Boyd,  director  of 
Massachusetts  General  Hospital's 
Problem  Back  Clinic.  Indeed,  80%  of 
the  U.S.  population,  most  commonly 
those  between  ages  30  and  50,  "experi- 
ence a  backache  amounting  to  more 
than  a  little  soreness. 

"You  can  paint  your  feet  purple  or 
put  beans  in  your  ears — or  worse  yet 
pay  a  doctor  money — but  no  matter 
what  you  do,  you  don't  have  to  see 
anybody  for  most  backaches.  Period." 

— Glenn  Plaskin,  M 

Capital  Craziness 

Maybe  you  have  to  have  been  there 
to  find  such  details  funny,  but  within 
the  context  of  The  White  House  Mess 
[see  p.  19]  they  come  at  you  like  a 
machine-gun  fusillade  of  tickles.  In- 


deed in  the  afterglow  of  [author] 
Christopher  Buckley's  jokes,  even  the 
morning's  headlines  seem  comic.  I 
only  hope  that  I  recover  quickly  so 
that  the  nation  and  the  world  will 
once  again  appear  to  be  getting  on 
with  serious  business. 

— Christopher  Lehmann-Haupt, 
New  York  Times 

Tuna  Special 

The  prospect  of  composing  films  for 
the  TV  set  instead  of  for  the  movie 
screen  stirs  mixed  feelings  among  di- 
rectors. John  Sayles  (Return  of  the 
Secaucus  Seven)  believes,  "It's  better 
to  view  a  film  in  a  theater;  that's  what 
it's  shot  for.  But  to  reach  people,  it's 
good  the  VCR  is  out  there.  I  see  first- 
run  theaters  as  becoming  the  'loss 
leader'  for  the  VCR,  like  hardcover 
books  for  the  paperback  industry  or  a 
tuna  special  for  the  grocery  store." 

— Time 

Liability  Lunacy  II 

Hit  with  109  vaccine  lawsuits  last 
year  alone,  Lederle  Laboratories  says 
litigation  has  tripled  since  1984.  Total 
damages  claimed  now  exceed  $3  bil- 
lion for  alleged  injuries  caused  by  the 
company's  polio  vaccine  and  the 
whooping-cough  component  of  its 
DPT  immunization. 

As  a  result,  Lederle,  a  unit  of  Amer- 
ican Cyanamid  Co.,  is  having  trouble 


finding  liability  coverage  after  July  1. 
Without  insurance,  the  company  says 
it  will  make  but  won't  distribute  DPT 
vaccine.  "That  means  only  the  state 
and  federal  governments  would  be 
able  to  buy  it,"  says  Martin  Smith, 
president  of  the  American  Academy 
of  Pediatrics. 

— Wall  Street  Journal 


Enlighten  the  people  gen- 
erally, and  tyranny  and 
oppressions  of  body  and 
mind  will  vanish  like  evil 
spirits  at  the  dawn  of  day. 
— Thomas  Jefferson,  in  Treasures  of 
the  Library  of  Congress 


Never  the  Twain. . . 

Unlike  many  other  games,  mah- 
jongg  does  not  find  its  roots  in  antiq- 
uity, even  though  it  was  created  in 
China.  It  appeared  in  1850  in  the  town 
of  Ning-Po.  The  game  was  made  pop- 
ular the  world  over  during  the  long 
period  of  colonization  in  the  19th  and 
early  20th  centuries.  Anglo-Saxon 
countries  were  the  most  open  to  the 
charm  of  mah-jongg. 

The  first  part  of  the  game,  as  it's 
played  in  China,  consists  of  negotia- 
tions between  the  players  to  establish 
which  rules  are  to  be  used.  Each  player 
seeks  to  have  the  rules  he  knows  best 
used.  It's  rare  for  Western  games  to 
have  this  element  of  negotiation.  This 
aspect  of  the  game,  which  is  a  source  of 
pleasure  in  the  Orient,  too  easily  be- 
comes a  source  of  conflict  in  the  West. 
— The  World  Almanac  Book  of  Inven- 
tions, Valerie-Anne  Giscard  d'Estaing 

Limelight  versus  Cubs 

As  far  as  most  Chicagoans  are  con- 
cerned, New  York  can  keep  it.  The 
Limelight,  that  is.  When  a  $3.5-mil- 
lion  branch  opened,  it  brought  along 
its  pick-and-choose  door  policy,  con- 
founding a  city  that  has  never  had  a 
club  like  Area  or  the  Palladium. 

On  opening  night,  2,500  Chicago 
notables  and  their  guests  showed  up 
at  the  appointed  hour  only  to  discov- 
er that  they  were  expected  to  wait 
and  wait  and  wait.  Many  invitees  left 
in  a  fit  of  pique.  Sunday  Times  col- 
umnist Judy  Markey  never  got  in. 
"New  York  may  put  up  with  that 
kind  of  stuff .  .  .  but  in  Chicago  we 
don't  care  for  that  kind  of  abuse,"  she 
wrote.  "Our  abuse  quotient  is  already 
filled.  We've  got  the  Cubs." 

— Leah  Rozen,  New  York  magazine 
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DUAL  COLOR 
COPYING 


A 


with  a  singular  difference. 


)nly  Canon  makes  simultaneous 
-color  copying  standard  on  a 
ull-featured  compact  system  copier. 

One  touch  is  all  it  takes  on  Canon's 
;JP-3525  Dual  Color  Copying  System. 
iJow  you  can  get  copies  in  two  different 
i  olors.  At  the  same  time.  Eye-catching 
*  opies  in  black  with  red,  blue,  brown 
r  green. 

Only  Canon  has  Two-Color 
Overlay  so  you  can  automatically 
upenmpose  two  originals  onto 
ne  copy— in  two  different  colors 
/ith  just  one  touch.  And  the  NP-3525 
asily  lets  you  turn  both  originals  into  a 
i/vo-sided,  two-color  copy. 

Add  to  that  the  optional  Recircu- 
iting  Document  Feeder  and  you  get 
multiple  two-sided  copies— even  from 
*/vo-sided  originals.  Automatically. 

Canon  enhances  your  copying 
reativity  even  more  with  the  NP-3525's 
tandard  Image  Editor.  Just  use  the 


electronic  pointer  to  edit  out  or  frame  up 
to  three  sections  on  the  copy.  Then  let 
the  Color  Conversion  modes  highlight 
important  areas.  In  two  colors  if  you  like. 

At  27  copies  per  minute,  this 
copier  system  offers  an  extensive  line  of 
advanced  automatic  features  including 


Two-Page  Separation,  Paper  Selection, 
Zoom,  Frame  Erasing  and  more.  There's 
also  an  NP-3525F  model  with  document 
feeding.  Add  on  the  optional  10-bin 
Sorter  and  1,000-sheet  Paper  Deck  and 
you  have  the  most  sophisticated  com- 
pact system  copiers  ever  made. 

For  those  who  don't  need  simul- 
taneous two-color  copying,  there's  the 
more  economical  NP-3025  series 
copiers.  You  get  full-system  automatic 
features  and  the  ability  to  change  copy 
colors.  With  one  simple  touch. 

Canon's  Dual  Color  Copiers. 
They'll  make  a  colorful  difference 
in  your  business. 

Canon 

PLAIN  PAPER  COPIERS 


NP 


3525/3525F 


THE  CHOICE  IS  CANON. 


DON'T  COMPETE  IN  THE  It 
JUST  BY  BEING  'COMPATIBLE!  WE  COMPETE  BY 
SHOWING  OUR  CUSTOMERS  THAT  OUR  PRODUCTS 
BRING  VALUE  TO  ANY  ENVIRONMENT." 


There's  always  room  in 
this  business  for  a  better 
product,  a  better  solution. 
But  you  can't  design  those 
products  in  a  vacuum. 
Because  if  a  cus  tomer  has 
alreadv'made  an  investment 


in  IBM  systems,  we  have 
to  make  products  that  will 
enhance  or  extend  those 
systems." 

Wang  provides  products 
that  can  significantly  improve 
the  overall  performance  of  the 


DR.  AN  WANG 


system  in  place.  For  exam- 
ple, Wang  can  help  IBM  PC 
users  better  share  resources 
by  providing  departmental 
solutions  for  a  wider  variety 
of  users.  The  result- better 
applications  combined  with 


the  industry  standard  in 
office  automation  softwan 
Wang  believes  that  the 
best  way  to  meet  a  custon 
er's  needs  is  to  not  only  b( 
compatible,  but  to  be 
"compatibly  better". 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-(  ]hief 


GUESS  WHO'S  THE  BIG  WINNER  FROM  THE  OIL  COLLAPSE? 

You  would  never  know  it  from  the  headlines,  but  the    meant  a  daily  income  of  $52  million, 
^answer  is  Saudi  Arabia.  Sheikh  Yamani  may  be  grounded,       Today,  the  Saudi's  production  is  up  to  4.5  million 
put  the  Saudi  treasury  is  not  hurting.  <~ — •   •  —  barrels,  and  they're  fetching  around 

Before  the  fall,  the  kingdom  was    \  Yamani  Gets  His  Wings  Clipped  I     $17  a  barrel, 
[producing  2  million  barrels  a  day    <  As  Oil  Crisis  Bites  in  Saudi  Arabia  j       Thus,  Saudi  Arabia  is  now  net- 
land  selling  it  at  $26  a  barrel.  That  — - ~^    —Wall  Street  Journal       ting  more  than  $75  million  a  day. 

HOW  TO  KEEP  THE  BULL  MARKET  GOING 

ensure  future  stability.  Does  Baker  have  the  perspicacity 
to  put  in  motion  the  creation  of  such  a  new  arrangement? 
Upon  that  question  ride  literally  hundreds  of  billions  of 
dollars  of  future  investment  values. 

Trade.  Starting  in  the  late  1940s  we  systematically 
reduced  trade  barriers  for  the  next  quarter  of  a  century. 
Such  moves  made  it  easier  for  people  around  the  world  to 
do  business  with  one  another.  All  benefited.  We  must 
continue  to  take  the  lead  in  doing  so  again. 

Taxes.  High  tax  rates  destroy  incentives.  We  reduced 
rates  somewhat  in  1948  and  more  dramatically  in  the  early 
1960s.  Each  time  the  economy  boomed.  We  did  so  again  in 
the  early  1980s,  and  the  economy  behaved  according  to 
script.  Cutting  the  top  rate  on  personal  incomes  to  35% 
would  be  a  powerful  tonic. 

European  and  Third  World  tax  codes  are  a  deadweight  on 
their  economies,  a  major  reason  their  employment  pic- 
tures are  so  dismal.  We  must  forthrightly  urge  our  allies  to 
follow  us  in  this  regard. 

Prosperity  depends  upon  international  political  and 
military  stability.  Only  the  U.S.  has  the  muscle  to  secure 
the  security  of  the  Free  World.  The  U.S.  provided  such  an 
environment  after  the  Second  World  War.  That  stability 
unraveled  in  the  aftermath  of  Vietnam.  Today  we  are 
rearming  and  Europe  is  recovering  its  nerve,  especially 
now  that  the  Pershing  missiles  are  being  installed.  Still, 
there  is  a  strong  isolationist  streak  in  this  country,  as  the 
debate  on  Nicaragua  shows. 

With  sensible  policies  on  taxes,  trade,  money  and  securi- 
ty, there  is  no  reason  the  next  ten  years  shouldn't  see  the 
Dow  break  5000. 

But  the  wrong  turn  on  any  of  these  fronts  will  be  costly 
to  investors. 


The  powerful  upsurge  on  Wall  Street  is  the  second  leg 
Bof  the  fantastic  bull  market  that  began  in  August  1982. 
■n  the  past  43  months  the  equity  value  of  American 
business  has  more  than  doubled.  Stockholders  are  richer 
oday  by  at  least  $1  trillion. 

What  happens  next?  Are  we  in  for  a  period  like  that  of 
1949-65  when  stocks,  despite  periodic  setbacks,  sextu- 
pled  in  value?  (Unlike  that  market,  bonds  this  time  are 
haring  in  the  boom.  Last  time,  their  prices  fell  sharply.) 
Could  be — if  the  U.S.  pursues  policies  that  make  a 
ontinued  bullish  environment  possible.  What  kinds  of 
policies?  A  sound  guide  is  to  look  at  what  we  did  after 
World  War  II,  when  we  laid  the  foundations  for  the  great 
prosperity  of  the  1950s  and  1960s. 

There  are  four  critical  areas:  money,  trade,  taxes  and 
national  security. 

Money.  After  the  Second  World  War,  we  nurtured  a  new 
nternational  monetary  arrangement  that  did  away  with 
the  disastrous  anarchy  of  floating  exchange  rates  of  the 
1930s.  We  fixed  the  dollar  to  gold  and  allowed  other 
urrencies  to  peg  their  prices  to  the  greenback.  The  so- 
alled  Bretton  Woods  system  worked  magnificently.  The 
tability  it  provided  made  possible  a  rapid  expansion  of 
world  trade  and  gave  a  compass  to  industrial  countries  for 
keeping  interest  rates  low  and  inflation  virtually  nonexis- 
tent. We  gratuitously  tore  up  this  constitution  in  the  late 
1960s  and  have  been  paying  the  price  for  it  politically  and 
economically  ever  since.  The  outburst  of  protectionist 
fevers  in  Congress  last  year  was  one  direct  result. 

Treasury  chief  James  Baker  realized  last  fall  the  political 
consequences  of  inaction.  The  dollar  has  since  dropped 
dramatically  against  real  currencies  like  the  yen. 
But  this  move  isn't  enough.  We  need  a  new  system  to 
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If  your  business  is  on  the  move, 
Merrill  Lynch  can  pave  the  way 

Business  financial  services  from  Merrill  Lynch. 

Your  sales  and  profits  are  up.  But  as  your  business  grows,  so  do 
your  problems. 

Working  capital,  equipment  financing,  cash  management, 
insurance,  retirement  plans,  investments,  tax  strategies— just  to 
name  a  few. 

Fortunately,  whether  your  sales  are  $1  million  or  $100  million, 
Merrill  Lynch  can  help. 

We  can  provide  your  company  with  any  or  all  of  these  serv- 
ices. And  help  you  integrate  them.  So  you  can  spend  more  time 
managing  your  business,  instead  of  the  paperwork. 

Put  the  power  of  Merrill  Lynch  resources  to  work  for  you. 

Nobody  has  more  resources  than  Merrill  Lynch.  We  have  spe- 
cialists in  virtually  every  phase  of  business  finance,  insurance 
and  investment. 

Your  access  to  these  powerful  resources  is  through  our 
Merrill  Lynch  Financial  Consultants.  They'll  research  your  needs, 
then  bring  you  the  innovative  ideas  and  solutions  that  you've 
been  looking  for. 

Why  it's  so  important  to  talk  with  Merrill  Lynch  now. 

The  decisions  you  make  today  are  likely  to  have  a  great  impact 
on  your  company's  future.  That's  why  you  should  meet  with  one 
of  our  Financial  Consultants  as  soon  as  you  can. 

They  work  right  in  your  community,  at  your  local  Merrill  Lynch 
office.  So  they  can  give  you  personal  attention.  And  the  full 
resources  of  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc. 

Keep  your  growing  business  on  the  move.  For  a  copy  of  our 
brochure  "How  Merrill  Lynch  Can  Help  You  Run  Your  Business 
More  Effectively,"  send  your  business  card  to  J.  Arthur  Urciuoli, 
Senior  Vice  President,  Director  of  Merrill  Lynch  Business  Financial 
Services,  One  Liberty  Plaza,  New  York,  New  York  10080. 

And  let  us  pave  the  way. 


Merrill  Lynch.  Pierce  l  enner  &  Smith  Inc.  Member  SIPC. 


More  resources,  better  solutions. 
They  make  Merrill  Lynch  people 
a  breed  apart. 


Merrill  Lynch 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


THE  FARM  BILL— $55  BILLION,  AND  COUNTING 


Farm  payments 
now  amount  to 
"entitlement" 
programs 


Not  much  help, 

either, 
for  form  trade 


Ironic  aftermath 
now's  the  time 
to  buy  farmland 


The  bill  for  federal  farm  programs  over  the  next  three  fiscal  years 
is  now  reckoned  at  around  $55  billion,  up  from  $52  billion  when  the 
farm  bill  was  enacted  in  December. 

Agriculture  Department  economists  warn  that  these  are  rough  esti- 
mates. Bumper  crops,  like  1985,  could  add  maybe  an  extra  $15  billion. 

The  intention  behind  this  record  farm  aid  was  to  cut  the  loan  rates — 
price  support  levels — and  thereby  boost  U.S.  farm  exports.  But,  to  ease 
the  pain,  Congress  demanded  offsetting  income  support.  The  result: 
so-called  deficiency  payments  on  wheat,  feed  grains,  cotton,  rice  and 
milk,  will  probably  be  even  higher  this  year.  Dairy  farmers  will  also  be 
paid  billions  to  kill  off  unneeded  herds  to  cut  excess  output. 

The  effect  will  be  to  reduce  the  share  of  farmers'  income  from  the 
marketplace  and  to  raise  the  share  from  government  aid.  Farmers  now 
have  an  "entitlements"  program  that  seemingly  can't  be  cut. 

Moreover,  agribusiness  lobbied  for,  and  got,  continued  payments  based 
on  units  or  bushels  of  output.  Instead  of  biasing  handouts  to  the  needy, 
federal  monies  increasingly  benefit  most  the  biggest  and  richest  farms. 

Small,  financially  strapped  farmers,  in  the  main,  will  be  helped 
not  at  all  by  Washington's  largesse. 

Innocents  might  believe  otherwise  as  they  watch  heartrending  farm 
auctions  on  TV  newscasts,  but  around  two-thirds  of  federal  farm 
payments  now  go  to  the  14%  of  farms  with  sales  over  $100,000  (and 
average  household  incomes  over  $55,000  a  year).  One-third  of  the 
money  goes  to  the  largest  farms  (sales  over  $250,000  a  year),  up  from  an 
average  19%  share  between  1975  and  1982. 

Another  problem:  The  program  will  take  two  or  three  years  to  help 
exports  and  to  cut  imports  of  items  like  tobacco  and  oats,  sucked  in  by 
high  U.S.  prices.  The  dollar's  drop  will  do  little  because  rival  agri- 
economies,  like  Canada's,  had  similar  currency  falls  (see p.  30). 

Things  most  often  are  not  as  they  seem  down  on  the  farm.  Little 
will  be  said  of  the  $4  billion  in  deficiency  payments  to  be  paid  this 
spring  in  advance  of  harvests,  nor  of  the  easing  of  the  capital  rules  for 
farm  banks  by  the  Federal  Reserve. 

Neither  will  farmers  tell  that  their  net  dollar  incomes  were  records  in 
1984  and  1985.  Sure,  rising  government  handouts  were  responsible, 
but  they  still  pay  bills. 

But,  eventually,  the  public  will  realize  that,  while  other  government 
spending  is  being  squeezed,  the  farm  sector  is  getting  more — and 
relatively  few  farmers  are  getting  the  good  of  it. 

There's  also  an  ironic  element  in  the  present  equation.  It's  now  a  good 
time  to  get  into  farming.  Land  values  have  fallen  19%  since  their  1981 
peak  (and  40%  to  50%  in  the  hardest-hit  corn  belt),  and,  thanks  to  the 
Fed's  trimming  of  the  discount  rate,  mortgage  rates  are  dropping,  too. 


The  Forbes  Index 
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Achilles'  heel.  The  Forbes  Index  climbed  0.5%  during  the 
latest  reporting  period,  to  yet  another  alltime  high.  De- 
spite the  new  record,  however,  three  components  indicate 
that  the  economy  still  has  some  weak  spots.  New  unem- 
ployment claims,  for  example,  ratcheted  upward  5.5%, 
the  largest  month-to-month  jump  in  16  months,  while 
retail  sales  fell  0.1%,  the  second  consecutive  monthly 


decline.  Industrial  production  also  went  down  0.6%,  the 
first  drop  since  October. 

Bright  spot:  A  1.3%  rise  in  new  orders  for  durable  goods, 
coupled  with  a  0.3%  drop  in  inventory  levels,  may  soon 
mean  a  boost  for  factory  production.  Furthermore,  with 
inflation  in  check,  the  Federal  Reserve  has  room  to  lower 
interest  rates  further  to  stimulate  the  economy. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U  S  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit 

To  measure  these  eight  elements,  Forbes  monitors  ten 
scries  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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V^veRedefinedWhat  Makes 


that  can  be  conspicu- 
ously short  on  comfort. 


AGrandHotelGrand 


In  the  beginning,  the  grand 
lei  was  extraordinary  Because 
/as  founded  upon  a  grand  idea. 

The  idea  that  a  hotel  should 
ifectly  mirror  the  special  life- 
es  and  taste  levels  of  its  times 
in  idea  embodied  in  everything 
n  a  hotel's  decor  to  the  people 
mployed. 

But  while  the  times  changed, 
els  that  were  once  thought 
s  grand  didn't.  Though  they  re- 
led  much  of  their  opulence 
i  i  splendor,  they  lost  something 
in  more  important:  a  sense  of 
|  changing  needs  and  demands 
i  heir  guests. 

The  grand  idea,  in  other  words, 
m  forgotten. 

Until  it  was  revived  by  Four 
i  sons  Hotels.  A  group  of 

It)  Four  Seasons  Hotels  Ltd 


eighteen  grand  hotels  located  in 
North  America's  most  important 
cities,  where  we  cling  to  the 
seldom-observed  notion  that  a  ho- 
tel should  adapt  to  its  guests.  Not 
the  other  way  around. 

And  it's  evident  everywhere. 

In  a  warm,  hospitable  staff 
that  possesses  a  rare  combination 
of  friendliness,  formality  and 
competence— and  whose  purpose 
is  to  make  guests  feel  welcome, 
not  intimidated. 

In  the  remarkably  high  em- 
ployee-to-guest ratio— because  to- 
day's travellers  not  only  need  a 
wide  variety  of  services,  but  need 
them  in  a  hurry. 

In  furniture  that's  as  func- 
tional as  it  is  elegant— in  vivid 
contrast  to  many  luxury  hotels 


And  in  restaurants  ac 
claimed  not  only  for 
their  haute  cuisine, 
but  for  their  unique 
Alternative  Cuisine 
menus— designed 
for  those  who  love 
fine  food,  but  abhor 
calories. 

All  of  which 
makes  each  Four 
Seasons  extraordin- 
ary, not  because 
it  tries  to  imitate  the 
original  grand 
hotels,  but  because 
it's  identical  in  the 
single  most  impor- 
tant respect  of  all: 

It  was  founded 
upon  precisely  the 
jj.  same  grand  idea. 


UNITED  STATES 
Austin  (1987) 
Boston 
Chicago 

The  Ritz-Carlton 
Dallas 
The  Mandalay, 
Las  Colmas  Inn  and 
Conference  Center, 
Four  Seasons  Fitness 
Resort  and  Spa. 
Houston: 
Center: 

Inn  on  the  Park- 
Los  Angeles  (1987) 
New  York: 

The  Pierre 
Newport  Beach 
Philadelphia 
San  Antonio 
San  Francisco: 

The  Clijl 
Seattle: 

The  Olympic 
Washington,  DC. 
CANADA 
Edmonton 
Mon  t  real 
Ottawa 
Toronto: 
Yorkville, 
Inn  on  the  Park 
Vancouver 

UNITED  KINGDOM 
London: 
Inn  on  the  Park 

Call  (800)  268-6282 
or  your  travel  agent 


FburSeasonsHotels 


THE  WORLD'S  MOST  ADVA 
STANDARD  ON  ALL  OF  THES 


The  vehicles  you  see  here  offer,  af 
their  respective  altitudes,  definitive  com- 
binations of  speed.  Maneuverability. 
Technological  finesse. 

So  it's  not  surprising  that  the  BMW's 
are  the  only  line  of  cars  to  have  as  stan- 
dard the  same  sort  of  anti-lock  braking 


®  1986  BMW  of  North  America,  Inc  The  BMW  trademark  and  logo  are  registered 


system  (ABS)  as  the  most  advanced  su- 
personic aircraft. 

A  computerized  defense  against 
panic  stops  whose  electronic  sensors 
"pump"  the  brakes  faster  than  humanly 
possible.  Thus  preventing  the  brake- 
lock  that  makes  steering  impossible. 


As  a  result,  you  can  jam  the  ped 
and  still  take  evasive  action  around  £ 
tential  accident. 

And  you  roll  to  a  halt  in  up  to  4 
less  distance  on  wet  or  icy  roads. 

As  with  the  airplane,  the  ABS  f<l 
on  every  BMW  is  just  one  of  many  sta 


BRAKING  SYSTEM  IS  NOW 
-PERFORMANCE  VEHICLES. 

-art  systems— ranging  from  a  The  jet  travels  a  bit  higher  and  And  while  the  jet  takes  an  act 

orocessor-controlled  engine  system  faster.  But  a  BMW  gives  you  all  the  exhil-  of  Congress  to  get  flying,  you'll  find  com- 

eeps  BMW's  running  at  peak  aration  you  desire  at  up  to  20  times  prehensive  leasing  programs  available 

ncy  to  a  device  that  alerts  you  when  better  gas  mileage.  at  participating  BMW  dealers. 
2  maintenance  is  recommended.            The  jet  seats  one  in  Spartan  accom-         The  paperwork,  we  assure , 

i)f  course,  there  are  differences  be-  modations.  But  a  BMW  carries  up  to  five  you,  is  significantly  less.  I 

The  two  types  of  vehicles.  in  supplely  upholstered  luxury.  THE  ULTIMATE  DRIVING  MACHINE. 


Forbes 


Group  of  Five  has  driven  down  the  dollars  value  agains 
major  currencies.  So  why  are  farmers  miffed?  The  textile  trade.4 


Good  medicine, 
too  few  patients 


By  Edwin  A.  Finn  Jr. 


Bill  Turrentine  is  one  angry 
farmer — but  not  for  the  usual 
reasons.  Sure,  the  local  irriga- 
tion equipment  company  went  bust 
last  month,  farm  banks  around  him 
are  under  water,  and  at  best  there's  a 
bleak  future  on  the  farm  for  his  son. 

But  the  Kansan's  real  beef  is  with 
the  world's  finance  ministers,  espe- 


cially the  Group  of  Five  (the  U.S., 
Britain,  France,  West  Germany  and 
Japan),  which  has  been  collaborating 
since  last  September  to  weaken  the 
dollar  and  thereby  help  the  U.S.  cut 
its  trade  deficit.  The  way  farmer  Tur- 
rentine sees  it,  they're  the  ones  who 
make  peddling  his  wheat  abroad  un- 
profitable. If  this  year's  harvest  of 
hard  winter  wheat  goes  like  last 
year's,  Brazilian  bakeries  will  end  up 


buying  his  crop  for  less  than  it  cos 
him  to  raise  the  stuff. 

Selling  wheat  overseas  is  critical  t 
Turrentine  and  thousands  of  othe 
American  farmers.  But  it's  a  mone> 
losing  proposition  when  prices  are  a 
low  as  they  are  today.  Why  so  low?  I 
good  part  because  big  competitor 
like  Australia,  Canada  and  Argentin 
undercut  prices  by  keeping  their  cui 
rencies  cheap  against  the  dollar. 


The  group  of  how  many? 


The  dollar  has  barely  budged  against  the  currencies  of  widen.  Meanwhile,  pressure  from  aggrieved  farmers 
Canada,  Taiwan,  Hong  Kong  and  South  Korea,  among  and  manufacturers  across  the  U.S.  could  force  Treasury 
others.  That  means  U.S.  trade  deficits  with  those  coun-  Secretary  |ames  Baker  to  broaden  his  currency  discus- 
tries  are  likely  to  persist  this  year — and  they  may  even  sions  well  beyond  the  Group  of  Five. 


1985  U.S.  trade  deficits  ($billions) 
$46.2 


$21.8 


$11.2 


Caange  in  currency  value  against  U.S.  dollar  (9/20/85  to  3/10/86) 
+  33.0%        +24.9%       +5.6%  +23.6% 
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Few  people  besides  Turrentine 
seem  to  have  noticed  that  while  the 
dollar  has  fallen  sharply  against  the 
currencies  of  Japan,  France,  Britain 
and  West  Germany  in  the  past  six 
months,  it  is  still  flying  high  against 
many  of  the  world's  other  currencies, 
especially  those  in  which  some  of 
farmer  Turrentine's  sharpest  compet- 
itors price  their  crops.  "The  Group  of 
Five  hasn't  done  a  thing  for  the  farm- 
ers," Turrentine  complains  bitterly. 

Agriculture  Department  officials 
agree.  Partly  owing  to  weak  curren- 
cies in  Australia,  Canada  and  Argenti- 
na, they  project  the  U.S.  share  of 
worldwide  wheat  exports  will  shrink 
to  30%  for  the  year  ending  June  30, 
down  from  36%  the  previous  fiscal 
year.  Meanwhile,  Australia's  share  of 
world  wheat  exports  is  expected  to 
jump  to  17%,  from  14%,  and  Cana- 
da's stake  will  probably  climb  a  per- 
centage point,  to  19%. 

The  issue  reaches  far  beyond  the 
farm.  U.S.  plasticsmakers,  steel  com- 
panies and  textile  firms  stand  to  lose 
out  because  the  dollar  has  barely 
budged  against  the  currencies  of  Sin- 
gapore, Hong  Kong,  Taiwan  and 
South  Korea.  These  are  among  the 
world's  feistiest  competitors,  and 
cheap  currencies  will  only  make 
them  feistier.  Korea,  for  instance, 
with  its  deliveries  of  carbon  plate 
streaming  into  the  West  Coast  and  its 
tubular  steel  gaining  market  share  in 
the  Texas  oilfields,  already  makes  8% 
of  the  steel  imported  by  the  U.S.  And 
while  Japanese  autos  will  become 
more  costly  here,  Korea's  subcompact 
Hyundai  Excel  will  not. 

As  long  as  Asia's  emerging  industri- 
al powers  can  maintain  cheap  curren- 
cies, their  imports  to  the  U.S.  are  like- 
ly to  keep  swelling.  Those  imports  are 
nothing  to  sneeze  at  as  it  is.  Last  year 
the  U.S.  trade  deficits  with  Taiwan, 
Hong  Kong  and  South  Korea  were 
17%  greater  than  its  deficits  with 
West  Germany,  France  and  Britain 
(see  chart,  opposite  page). 

What's  more,  the  Japanese  may  cap- 
italize on  the  currency  advantage  by 
expanding  their  assembly  operations 
in  places  like  Taiwan  and  then  ship- 
ping the  final  product  to  the  U.S.  Al- 
ready that  practice  has  become  a 
"back  door"  that  masks  significant 
Japanese  exports. 

Should  the  U.S. have  included  more 
than  just  the  Group  of  Five  at  the 
currency  parley  at  New  York's  Plaza 
Hotel  last  September?  Washington,  in 
spite  of  howls  from  people  like  farmer 
Turrentine,  still  sounds  unpersuaded. 
The  attitude  seems  to  be:  Who  cares 
about  Taiwan,  Brazil,  Australia?  "The 
only  real  players  are  the  dollar,  the 


yen  and  the  mark,"  contends  a  Senate 
staffer  whose  boss  is  talking  a  lot 
these  days  about  worldwide  monetary 
reform.  "Next,  people  will  be  com- 
plaining that  New  Guinea's  currency 
isn't  moving  against  the  dollar,"  he 
sniffs.  "These  smaller  currencies  just 
march  to  their  own  drummer." 

But  U.S.  voters  may  not  agree,  put- 
ting pressure  on  Congress  to  act 
against  some  of  the  smaller  players. 
Already  there's  been  talk  of  Treasury 
Secretary  James  Baker  opening  up  his 
currency  club  to  include  Canada,  Ita- 
ly, Sweden,  Belgium  and  the  Nether- 
lands. But  that  ignores  newly  indus- 
trialized countries  that  are  a  big  part 
of  the  problem:  Brazil,  Taiwan,  Korea. 

It  would  take  some  serious  arm- 
twisting  to  get  players  like  Hong  Kong 


to  stop  fixing  their  currencies  to  the 
dollar  at  such  low  exchange  rates. 
And  some  economists  say  it  would  be 
counterproductive  to  urge  debt-ridden 
countries  such  as  Argentina  to  raise 
their  currencies'  value. 

But  a  system  that  fails  to  take  into 
account  Australia,  Argentina  and 
Asia's  emerging  industrial  powers  is 
probably  inadequate  to  solve  the  U.S. 
trade  problem.  Expect  pressure,  as  the 
evidence  mounts,  from  U.S.  farmers, 
steelmen  and  other  aggrieved  parties 
to  form  a  new,  larger  currency  group, 
perhaps  consisting  of  the  20  countries 
that  do  most  of  the  world's  trading. 
After  all,  it  is  not  Japan  or  Germany 
that  causes  woes  for  U.S.  farmers  or 
for  U.S.  textile,  shoe  and  garment 
manufacturers.  ■ 


Sears  is  in  lots  of  things:  investments,  insur- 
ance, real  estate,  credit  cards.  But  retailing 
remains  the  heart  of  the  business.  How  well 
is  that  heart  beating? 

Minding  the  store 


By  Barry  Stavro 


Sears,  Roebuck  &  Co.'s  new 
Discover  credit  card  has  appar- 
ently caught  the  imagination  of 
investors,  even  though  Sears  expects 
to  lose  $115  million  on  the  plastic 
this  year.  At  the  same  time,  Sears' 
Dean  Witter  group  is  struggling  to 
expand  its  presence  in  financial  ser- 
vices; meanwhile,  in  real  estate  Cold- 
well  Banker  is  running  smoothly,  as  is 
the  big  Allstate  Insurance  group.  All 
the  same,  Sears'  fortunes  will  depend 
over  the  next  few  years,  as  they  have 
for  most  of  the  last  century,  primarily 
on  the  retail  business. 

Last  year  Sears'  merchandise  group 
produced  65%  of  the  company's  $41 
billion  sales  and  59%  of  the  $1.3  bil- 
lion profits,  or  $3.53  per  share.  Sears, 
which  in  the  1960s  passed  A&P  and 
became  the  world's  largest  general 
merchandise  retailer,  is  still  the  big- 
gest, even  though  K  mart  is  threaten- 
ing to  close  the  gap.  Last  year  K  mart 
hit  $22.4  billion  in  retail  sales,  com- 


pared with  Sears'  $26.5  billion. 

Does  it  matter  if  K  mart  passes 
Sears  in  dollar  volume?  Yes.  There  is 
more  at  stake  here  than  bragging 
rights.  In  recent  years,  the  growth  in 
specialty  retailers — from  Toys  "R"  Us 
to  Home  Depot — has  nibbled  away  at 
Sears'  market.  K  mart  has  also 
grabbed  sales  by  offering  hardware 
and  housewares  that  are  reliable  but 
low-priced.  And  K  mart  has  diversi- 
fied cleverly,  buying  bookstore,  drug- 
store and  home  improvement  chains 
to  bolster  its  sales  and  opportunity  for 
greater  profit. 

Sears  executives  admit  that  they, 
too,  are  looking  at  possible  acquisi- 
tions as  a  way  to  increase  their  com- 
pany's sales.  Sears  also  plans  small 
specialty  stores  of  its  own.  It  will 
open  50  small  paint  and  hardware 
stores  this  year  in  urban  areas,  hoping 
to  steal  some  business  from  Ace,  True 
Value  and  other  chains.  Sears  also  has 
gotten  a  different  lesson  in  merchan- 
dising from  another  sharply  competi- 
tive discounter,  Wal-Mart,  which  has 
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already  preempted  Sears  in  a  good 
number  of  America's  small,  less  ur- 
ban communities. 

Sears'  response  to  Wal-Mart  is  to 
roll  out  60  new,  smaller  retail  stores 
annually  in  communities  with  popu- 
lations of  20,000  to  100,000.  This  will 
help  add  2%  a  year  more  space  to 
Sears'  retail  square  footage,  the  first 
boost  in  about  five  years. 

Asleep  Sears  is  not.  The  question, 
though,  is:  Why  wasn't  it  quicker  to 
grab  these  new  and  different  opportu- 
nities in  merchandising? 

Given  the  high  cost  of  expansion 
today,  Sears  realizes  that  to  keep  its 
retail  growth  serious,  it  must  squeeze 
more  revenue  and  earnings  from  its 
existing  stores.  It  is  halfway  through  a 
five-year,  $1.6  billion  "Store  of  the 
Future"  campaign  to  give  its  retail 
centers  a  face-lift.  By  1989  it  expects 
to  have  built  or  overhauled  620  of  its 
750  big  retail  stores. 

"The  Store  of  the  Future"  was  the 
brainchild  of  Edward  Brennan,  now 
the  company's  chairman.  Brennan, 
who  started  out  selling  ties  and  socks 
in  a  Sears  men's  department  30  years 
ago,  was  put  in  charge  of  the  belea- 
guered merchandise  group  in  1980. 

Brennan  richly  earned  the  top  spot 
at  the  big  corporation:  The  year  he 
took  over,  Sears  earned  only  $229  mil- 
lion on  $19  billion  in  retail  sales,  but 
four  years  of  steady  improvement  fol- 
lowed. In  1985,  a  tough  12  months  for 
retailing  generally,  things  turned  back 
down,  when  the  division  earned  $766 
million  on  $26  billion  in  sales.  Even 
so,  that  net  return  of  3%  on  sales  is 
still  in  the  range  of  other  giant  retail- 
ers. For  1986,  analysts  figure  that 
Sears'  retail  group  will  show  a  20% 
jump  in  earnings. 

But  Brennan  knows  well  that  he 
and  his  stores  cannot  rest  on  these 
laurels.  He  never  ceases  improving 
the  stores.  The  ceilings  have  been 
lowered  and  dull  lighting  brightened 
to  show  off  the  merchandise  better. 
For  years  more  than  60%  of  Sears' 
sales  have  come  from  paint,  tools,  re- 
frigerators and  other  hard  goods.  "The 
Store  of  the  Future,"  if  nothing  else,  is 
aimed  at  pushing  more  high-margin 
soft  goods,  such  as  clothing,  beauty 
aids  and  home  furnishings.  Brennan 
established  so-called  "strike  zones" 
for  soft-goods  areas,  color  schemes, 
including  burgundy  in  the  women's 
clothing  department,  green  in  the 
men's  and  blue  for  kids,  to  make  them 
more  distinctive. 

In  some  of  the  chain's  jeans  sec- 
tions, neon  signs  and  rock  music  have 
been  added  to  jazz  things  up.  Big  as  his 
company  is,  Brennan  has  the  problem 
of  steering  Sears  down  that  fine  line 


between  fashionable  (which  will  pull 
the  middle-income  clothes  buyers) 
and  too  trendy  (which  will  drive  them 
away).  He  has  added  some  celebrity- 
endorsed  clothing,  such  as  the  Cheryl 
Tiegs  sportswear  line  to  pull  younger 
women  and  the  Stefanie  Powers  col- 
lection, aimed  at  career  women. 

Does  all  this  sound  a  bit  familiar? 
Perhaps  it's  because  so  many  other 
retailers  have  been  doing  it,  or  some- 
thing very  similar,  for  so  long.  But  so 
far  it  is  working.  Sales  in  the  new- 
look  stores  are  up  5%.  Possibly  more 
important,  the  refurbished  stores  are 
getting  an  extra  2%  of  their  sales  from 
soft  goods,  which  in  turn  has  pushed 
up  gross  margins  in  those  stores  by 
0.4%.  Which  might  not  sound  like 
much,  but  if  Sears  could  manage  to 
spread  that  0.4%  across  its  retail 
group  and  bring  it  to  the  bottom  line, 
the  increase  would  boost  profits  by 
$100  million  a  year. 

One  fat  problem:  Sears'  selling  and 
administrative  costs,  now  running  at 
29%  of  sales,  compared  with  24%  at  K 
mart  and  18%  at  Wal-Mart,  are  de- 
vouring profit  growth.  Brennan's 
main  mission,  besides  shining  up 
stores,  is  to  slash  the  deadwood  from 
his  retailing  roster  of  374,000  employ- 
ees, while  at  the  same  time  improving 


distribution  and  inventory  controls. 
"We  have  to  get  closer  to  just-in-time 
delivery,"  concedes  Sears'  Joseph  Ba- 
togowski,  senior  executive  vice  presi- 
dent-merchandising. 

On  average,  it  now  takes  some  18 
weeks  for  goods  to  get  to  the  stores 
after  a  Sears  buyer  has  ordered  them. 
The  company  could  save  $43  million 
a  year  just  cutting  the  average  deliv- 
ery time  by  a  single  day.  Its  execu- 
tives say  there  is  a  master  plan  for 
cutting  costs  in  the  works,  but  they 
are,  so  far,  not  disclosing  details.  If 
the  chain  could  improve  its  delivery, 
it  could  reduce  inventories  and  con- 
vert some  storage  space  to  selling 
floor.  Only  about  55%  of  Sears'  floor 
space  in  its  large  shopping  mall 
stores  is  devoted  to  sales,  vs.  nearly 
80%  in  K  marts  and  many  large 
department  stores. 

Don't  underestimate  Sears:  In  a 
business  packed  with  vigorous, 
young,  smaller  competitors,  it  has 
continued  to  do  well.  William  Bass, 
who  succeeded  Brennan  as  merchan- 
dise chief,  claims  that  in  his  36  years 
at  the  company  he  has  never  "felt 
more  confident  about  our  direction  or 
our  strategy."  The  trick  is  to  prevent 
confidence  from  slopping  over  into 
complacency.  ■ 


Shopping  center  developer  Jerry  J.  Moore  is 
proving  it  is  still  possible  to  make  a  lot  of 
money  in  Houston  real  estate. 


"I  am  that  good" 


By  Alan  M.  Field 


Iet's  put  a  little  white  paint  on 
_  that  sign,"  says  Jerry  J.  Moore 
I  to  his  maintenance  man  as  they 
scrutinize  one  of  Moore's  meticulous- 
ly revamped  Houston  strip  shopping 
centers.  "I'm  afraid  of  deterioration," 
he  says  anxiously. 

That  attention  to  detail  has  helped 
the  balding,  barrel-chested,  58-year- 
old  owner  of  Jerry  J.  Moore  Invest- 
ments transform  himself  from  a  ghet- 
to-born high  school  dropout,  ex- 
plumber  and  vacuum  cleaner  sales- 
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man  into  a  real  estate  developer 
whose  net  worth  is  more  than  $400 
million.  Between  1983  and  the  end  of 
1985  Moore's  company  was  the  third- 
fastest-growing  "open  [strip]  center" 
developer  in  the  U.S.  And  while  that 
explosive  growth  might  slow  a  bit  this 
year,  Moore's  firm  will  certainly 
maintain  its  title  as  the  largest  indi- 
vidually owned  strip  center  developer 
in  the  country. 

Hard  times  in  Houston  have  only 
spelled  more  opportunity  for  Moore's 
unique  brand  of  development.  His 
highest-ever  net  income,  which  he  re 
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fuses  to  disclose,  was 
more  than  $50  million 
last  year,  and  came  during 
one  of  the  worst  reces- 
sions in  the  history  of 
Houston,  his  largest  mar- 
ket. Last  year  shopping 
center  vacancy  rates  there 
rose  above  a  depressing 
20%,  while  real  estate, 
construction  and  retail 
bankruptcies  more  than 
doubled.  But  since  1981, 
when  Houston's  now  bad- 
ly battered  economy 
peaked,  Moore's  empire 
has  grown  from  85  to 
more  than  140  shopping 
centers,  with  17  million 
square  feet,  while  his  va- 
cancy rate  is  only  about 
5%.  "The  best  time  to 
make  money  is  a  reces- 
sion," he  says.  Sure  it  is, 
we  might  add,  if  you  have 
the  cash  and  the  formula 
for  spending  it  effectively. 

Jerry  Moore  has  both. 
While  other  developers 
are  going  broke  building 
shiny,  modern  shopping 
centers  that  wind  up  half 
empty,  he  is  buying  shab- 
by, low-profit  but  promis- 
ing strip  centers  and  turn- 
ing them  into  born-again 
cash  machines.  His  candi- 
dates for  rehabilitation 
will  be  on  high-traffic 
roads,  with  easy  access  for 
harried  drivers,  and  spa- 
cious parking  lots.  No 
glitzy  Gallerias  for  Jerry 
Moore.  He  looks  for  strips 
with  solid,  blue-collar  or 
middle-class  shops.  But  more  impor- 
tant, several  key  tenants  will  have 
long-term,  low-rent  leases  that  are 
about  to  expire. 

Once  Moore  takes  on  an  aging 
retail  center,  he  immediately  begins 
painting,  cleaning  and  modernizing. 
Then  the  kicker.  As  those  old,  cheap 
leases  run  out  (many,  he  says,  may  be 
15  and  20  years  old),  he  frequently 
can  double  the  rents  and  still  end  up 
charging  30%  to  40%  less  than  com- 
petitors down  the  road.  One  of 
Moore's  Houston  centers,  for  in- 
stance, now  includes  a  barbecue  res- 
taurant paying  $1,900  a  month  in  a 
space  that  went  for  $450  before  the 
center  was  renovated. 

Moore  sticks  to  a  grueling  work 
schedule.  He  is  so  tightly  strung  that 
he  sleeps  only  four  hours  nightly, 
arising  at  4  a.m.  to  work  a  12-toT6- 
hour  day  six  days  a  week.  "If  I  get  up 
at  4,  I  gain  two  hours  on  you,"  he 


]erry  Moore  in  his  Houston  chateau 

Turning  shabby  shopping  centers  into  cash  machines. 


says  with  nervous  intensity. 

It  also  helps  that  Moore's  own  con- 
struction company  employs  more 
than  130  workers  to  do  90%  of  the 
restoration  work.  That  cuts  out  the 
middleman's  profit.  "It  took  someone 
with  Jerry's  skill  to  know  how  to  reno- 
vate and  keep  the  spending  reason- 
able," drawls  Walter  Mischer,  chair- 
man of  the  board  of  Allied  Bancshares, 
a  leading  Texas  bank  holding  company 
and  Moore's  lead  banker  for  the  last  14 
years.  "You  could  hardly  steal  his  ten- 
ants. He  keeps  things  clean,  and  if 
something  is  wrong,  he  fixes  it." 

The  formula  may  work  even  better 
during  today's  recession,  in  part  be- 
cause there  are  more  distressed  proper- 
ties to  pick  up  at  steep  discounts. 
Moore  has  no  partners,  though  his 
three  children  and  wife  do  work  in  the 
business,  at  everything  from  leasing  to 
management.  "I  was  always  a  loner,  a 
hard  worker,"  he  recalls.  "My  favorite 


sport  is  making  money." 

At  that,  he  is  a  league 
leader.  Moore  lives  with 
his  wife  in  an  authentic 
18th-century,  40-room 
French  chateau  (trans- 
ported from  France  and  re- 
assembled in  Houston's 
ritzy  Memorial  section). 
He  owns  22  Ferraris,  14 
Rolls-Royces,  and  over 
200  well-restored  antique 
Duesenbergs,  Packards 
and  other  vehicles,  plus 
an  80mph  speedboat 
called  Blue  Thunder. 

Moore,  the  son  of  poor 
Polish  Jewish  immi- 
grants, was  apparently  a 
natural  mechanic,  and  at 
15  he  was  rebuilding  and 
selling  Model  A  Fords 
culled  from  Houston 
wrecking  yards.  At  18  he 
had  opened  his  own 
plumbing  business.  But 
when  the  Korean  War 
burst  the  market  for  hous- 
ing construction  and 
plumbing,  Moore  started 
selling  vacuum  cleaners, 
earning  several  thousand 
dollars  a  week,  he  says,  as 
salesman  and  sales  trainer 
covering  28  states.  His 
hard-charging  style,  he 
claims,  led  him  to  sales 
stunts  like  selling  vacu- 
um cleaners  to  Indians  on 
reservations  that  had  no 
electricity.  "I  promised 
them  electricity  was  com- 
ing, but  it  wasn't  true,"  he 
now  admits,  unabashed. 
"You  will  never  meet  a 
can  shine  my  shoes 
I  am  that  good 


as 


guy  who 
salesman 

With  his  vacuum  cleaner  money, 
Moore  began  buying  small  strip  cen- 
ters in  1966  and  graduated  to  larger 
centers  a  few  years  later.  Today  the 
down-home  Texan  is  still  most  com- 
fortable in  short-sleeved  shirts  and 
worn  polyester  pants.  He  chuckles  as 
he  recalls  being  mistaken  for  a  bag- 
gage handler  at  a  local  airport. 

Moore's  refusal  to  stray  from  his 
strip  center  rehab  strategy  seems  a 
good  bet  to  keep  him  prospering,  de- 
spite the  snowballing  shakeout  still 
ahead  in  Houston  real  estate  this  year. 
But  his  refusal  to  take  his  wealth  for 
granted  may  be  just  as  important.  "If  I 
continue  till  age  70,  God  willing,  there 
ain't  gonna  be  five  people  in  the  U.S.A. 
who  have  more  money  than  me,"  says 
Moore,  sounding  very  much  like  the 
poor  boy  still  out  to  prove  himself.  "I 
can't  stand  to  be  beat."  ■ 
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Leverage,  much  in  favor  these  days,  still 
works  both  ways:  great  on  the  upside,  terri- 
ble on  the  downside.  Here  is  a  case  of  just 
how  terrible  the  downside  can  be. 

The  cardinal 
rule 


By  Jack  Willoughby 


NEVER  TAKE  COLLATERAL  that 
eats" — an  old  banker's  saying, 
whose  counterpart  in  leveraged 
buyouts  might  be:  Never  leverage  a 
deal  where  the  future  cash  flow  is 
almost  entirely  unpredictable.  The 
usually  smart  folks  at  Kohlberg  Kra- 
vis  Roberts  &  Co.,  the  leveraged 
buyout  experts,  ignored  this  rule  and 
are  paying  a  bitter  price. 

If  oil  is  a  bargain  now,  it  wasn't 
nine  months  ago  when  a  group  of 
38  investors,  including  the  Sal- 
vation Army,  the  Yale,  Harvard 
and  MIT  endowments  and  Mich- 
igan, Oregon,  Washington  and 
Minnesota  state  pension  funds, 
followed  the  Kohlberg  firm  into  a 
giant  leveraged  oil  buyout.  Al- 
lied-Signal Corp.  got  $1.7  billion 
in  cash  and  preferred  stock,  sell- 
ing 50%  ownership  of  Union 
Texas  Petroleum  to  the  new  in- 
vestors. It  kept  the  other  half  of 
the  company.  With  oil  at  about 
S30  a  barrel,  the  deal  looked  pret- 
ty good  for  the  new  investors. 
Didn't  Union  Texas  own  nearly 
600  million  barrels  of  oil  and  oil 
equivalents?  But  with  oil  at  $15, 
the  deal  looks  terrible. 

Can  you  blame  KKR  for  not 
knowing  the  price  of  oil  would 
drop  50%  ?  Maybe  not,  but  you 
can  blame  them  for  forgetting 
that  prime  rule  of  LBO-ing:  Make 
sure  the  cash  flow  is  predictable. 
In  oil,  it  isn't  and  it  can't  be. 

To  pay  Allied,  about  $1.2  bil- 
lion of  borrowings  were  loaded 
onto  Union's  once-clean  balance 
sheet.  The  investors  put  in  an- 
other $250  million.  The  deal 
thus  was  leveraged  about  five  for 
one.  Allied  got  the  cash.  It  also 


got  $300  million  in  preferred  and  half 
the  equity. 

Because  of  all  that  leverage,  Union 
Texas  is  headed  for  trouble.  Combine 
its  huge  debt,  which  costs  $159  mil- 
lion a  year  to  service,  and  its  dramati- 
cally reduced  oil  and  gas  revenues, 
and  what  else  could  you  expect? 

Signs  of  strain  are  already  emerging. 
In  the  last  quarter  of  1985,  when  oil 
prices  were  still  comfortably  in  the 
20s,  profits  dropped  to  $11  million, 


of  Kohlberg  Kravis  Robert. 


A  leveraged  blowout? 


from  $47  million  a  year  earlier.  Rea 
son:  the  cost  of  debt  service,  plus  a 
$27  million  writedown  of  oil  and  gas 
reserves  because  of  contract  renegoti- 
ations. Two  Japanese  customers  are 
committed  to  taking  a  lot  of  Union 
Texas'  liquefied  natural  gas  at  prices 
now  well  above  the  market,  but  the 
Japanese  are  well  known  for  demand- 
ing a  recount  when  prices  drop  or 
when  business  softens. 

"Those  contracts  are  the  real  time 
bomb  in  that  company,"  says  Mark 
Harrington,  an  investment  banker. 
Union  Texas  reveals  in  an  SEC  filing 
that  its  "expectation  is  that  future 
contract  renegotiations  will  yield 
similar  results."  Meaning  a  continu- 
ing and  perhaps  intensifying  cash 
squeeze. 

KKR  may  feel  no  such  pressure. 
While  it  would  not  comment  on  the 
record,  a  prospectus  shows  that  no 
immediate  principal  repayment  is  re- 
quired on  a  large  portion  of  the  debt. 
And  Union  Texas  also  has  operating 
businesses  that  can  be  sold. 

Allied  is  still  "comfortable"  with  its 
investment,  claims  John  Barter,  the 
company's  controller.  Why  not?  The 
cash  Allied  got  for  selling  its  half  of  the 
company  more  than  covered  the  cash 
portion  of  the  acquisition  of  Signal  in 
the  fall  of  1985. 

Allied  is  committed  to  invest 
up  to  $200  million  in  Union 
Texas  if  the  company's  prob- 
lems worsen.  But  thanks  to  gen- 
erally accepted  accounting  prin- 
ciples, Allied-Signal  need  not 
carry  its  proportionate  share  of 
Union  Texas  debt  on  its  balance 
sheet,  because  KKR  controls  the 
company.  By  contrast,  KKR's 
investors  would  seem  to  have 
been  badly  burned  on  the  deal. 

Common  sense  should  sug- 
gest the  danger  lurking  in  an 
LBO  of  a  cyclical  company  in  a 
commodities  business.  The 
public  might  have  been  igno- 
rant of  the  prospective  conse- 
quences, but  KKR  should  have 
known  better.  Two  earlier  KKR 
forest  product  LBOs  were  such 
stinkers  KKR  called  them  "dis- 
cretionary tax-oriented  invest- 
ments" and  doesn't  include 
them  when  computing  its  in- 
vestment results  (Forbes,  Apr.  9, 
1984).  So,  when  smart  investors 
begin  to  bargain-hunt  in  oil, 
Union  Texas'  LBO  investors  are 
locked  into  an  overpriced  in- 
vestment. That's  what  happens 
when  even  the  smartest  people 
let  hubris — and  fat  fees — con- 
found common  sense.  ■ 
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Five  years  ago  conventional  wisdom  said 
that  the  oil  patch  offered  boundless  oppor- 
tunity. Why  should  today's  conventional 
pessimism  be  any  wiser? 

"Never  again 
such  opportunity1 1 


By  Toni  Mack 


Houston  oilman  Jim  Floyd 
knows  all  the  bad  news  you  do 
about  energy  prices.  "I  kind  of 
hate  to  go  to  lunch  with  my  compad- 
res,"  he  says.  "Everybody  feels  so  bad 
and  down-and-out  and  all  that,  and 
here  I  am  all  enthusiastic."  Enthusi- 
astic? In  the  oil  business? 

Floyd  is  bubbling  because  he  has 
just  started  an  oil  exploration  outfit 
for  Brooklyn  Union  Gas  Co.,  a  New 
York  utility  with  little  previous  expe- 
rience actually  digging  for  the  gas  it 
sells.  "We  think  there  are  a  lot  of 
opportunities  right  now,"  Floyd  says. 

Brooklyn  Union  may  be  the  green- 
est but  it  is  by  no  means  the  only 
outfit  tiptoeing  back  into  the  oil 
patch.  Indeed,  the  pessimism  that 
drives  away  the  masses  only  makes 
the  bargains  better  for  these  contrar- 
ians. With  partners,  Brooklyn  Union 
will  drill  some  12  wells  this  year,  tak- 
ing 50%  to  75%  of  whatever  is  found. 
The  wells  will  cost  about  $14  million, 
nearly  half  the  price  five  years  ago. 

Of  course,  Brooklyn  Union  runs  the 
risk  that  its  discoveries  won't  make 
money  with  oil  at  $15  a  barrel.  But 
Floyd,  who  began  as  an  exploration 
geologist  for  Amoco  in  1962,  is  san- 
guine. "I  go  back  far  enough  to  have 
made  a  return  at  $3  oil,"  he  drawls. 

Broken  Hill  Proprietary  of  Australia 
is  another  outfit  taking  a  long  view. 
One  of  the  world's  largest  indepen- 
dents, BHP  has  250,000  barrels  of  dai- 
ly oil  production  in  Australia's  Bass 
Strait,  production  that  will  soon  begin 
to  fall  and  must  be  replaced.  So  BHP 
has  spent  over  $1.2  billion  to  buy  two 
U.S.  companies,  Energy  Reserves 
Group  in  Wichita,  Kans.,  and  Mon- 
santo Oil  in  Houston,  with  total  re- 
serves of  210  million  barrels.  "We're 


looking  to  grow  stronger  for  the 
1990s,  when  prices  will  have  recov- 
ered," says  Ray  Hutchinson,  BHP's 
petroleum  group  manager  for  develop- 
ment. (BHP,  however,  is  under  threat 
of  takeover  now,  making  any  further 
near-term  acquisitions  problematic.) 

Others,  meanwhile,  from  big  W.R. 
Grace  &.  Co.  in  New  York  City  to  one 
James  Littlepage  of  Graham,  Tex.,  are 
scooping  up  equipment  at  bargain 
rates.  Grace's  drilling  unit  has  added 


Hugh  Kelly,  president  of  Ocean 
Drilling  &  Exploration  Co.,  is  exul- 
tant, too.  "We  thought  40  cents  or  50 
cents  on  the  dollar  was  a  keen  deal," 
he  crows.  "Now  [offshore]  rigs  are 
even  less  than  that.  Once  my  board 
has  absorbed  the  shock  of  $15  oil, 
we'll  be  out  there  buying.  We'll  proba- 
bly never  again  see  an  opportunity 
like  this."  He  also  foresees  deals  to 
manage  rigs  for  creditors  who  have 
foreclosed. 

While  Kelly  and  the  rest  buy  assets 
cheap,  James  V.  Walzel  and  Charles  S. 
Christopher  are  filling  needs  that 
didn't  exist  before  the  oil  bust. 

Walzel  was  president  of  Houston 
Natural  Gas  when  HNG  merged  with 
InterNorth.  A  dealmaker  at  heart, 
Walzel  left  to  build  his  own  natural 
gas  gathering  system,  connecting 
wells  to  larger  pipelines  whose  own- 
ers no  longer  want  to  build  the  gather- 
ing lines  themselves.  He's  also  part 
owner  of  a  new  brokerage  that  buys 
and  sells  beleaguered  producers'  gas. 
When  the  gas  market  tightens — Wal- 
zel has  no  doubt  it  will — pipeline 
companies  will  be  more  interested  in 
building  gathering  lines,  and  produc- 
ers will  need  brokers  less.  But  in  the 
meantime  Walzel  will  have  built 
himself  a  profitable  little  niche. 


Jim  Floyd,  Brooklyn  Union  Gas  Co  s  man  in  Houston 

"Everybody  feels  so  down-and-out,  and  here  I  am  all  enthusiastic." 


20  land  rigs,  to  bring  its  fleet  to  128 
over  the  last  year  and  a  half.  Little- 
page,  46,  a  schoolteacher  turned 
equipment  trader,  has  bought  three 
rigs  and  has  an  interest  in  three  more. 
"They're  almost  giving  them  away," 
he  chuckles.  "I  just  bought  two  rigs 
with  an  appraised  value  of  $2.4  mil- 
lion. I  got  them  for  $225,000."  When 
he  resells  those  rigs,  perhaps  in  five 
years,  he  expects  to  get  at  least  double 
his  cost. 


Chris  Christopher,  as  he's  called, 
saw  an  opportunity  in  helping  cash- 
short  oilmen  produce  their  oil  more 
efficiently.  "We're  drilling  wells 
cheaper  today  than  ever  before,"  he 
says.  "But  the  ways  of  producing  oil 
have  been  the  same  for  60  or  70  years. 
Nobody  has  tightened  up  the  cost."  So 
he  and  Josephine  Abercrombie,  an  oil 
tools  heiress,  paid  $20  million  last 
year  for  a  maker  of  fiberglass  sucker 
rods.  Sucker  rods  connect  a  well's 
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No  guts,  no  glory 


^Fou  don't  have  to  be  Texas  rich — just  contrarian  and 
Iwilhng  to  stick  it  out  for  a  while — to  buy  oil  patch 
stocks  these  days.  Energy  issues,  after  following  oil 
prices  into  the  basement,  seem  to  have  firmed  in  recent 
weeks  and  may  even  have  bottomed. 

Forbes  asked  analysts  for  some  possible,  overlooked 
opportunities,  then  compiled  a  short  list  of  companies 
that  seem  to  have  alert  management  and  sound  balance 
sheets.  Many  of  these  earnings  multiples  may  not,  at 
first,  seem  reasonable.  But  most  are  well  below  their 


boom-time  ratios,  and  as  the  industry  improves,  those 
numbers  arc  likely  to  blossom  again. 

Most  of  the  companies  have  common  characteristics 
Low  debt  is  one.  Diversification  outside  the  energy 
industry  and  outside  North  America  is  another.  Ana- 
lysts also  favored  companies  that  arc  buying,  or  have 
the  cash  to  buy,  their  own  oilfield  bargains. 

But  if  you  are  looking  for  quick  gains,  this  is  not  the 
place.  Two  years  and  more  is  the  oft-cited  horizon  for 
payoffs  here. — Lisa  Keefe 


Company 

Location 

Principal 

business 

52-week 
high-low 

Recent 
price 

P/E 

Attraction 

Helmerich  &  Payne 

Tulsa 

Drilling  expl  &  dev 

24%-]  7% 

18% 

30 

Stock  portfolio  and  cash;  undervalued  real  estate;  a 
solid  drilling  operation;  adding  to  assets. 

Sage  Energy 

San 

Antonio 

Drilling  &  expl 

10V4-  6Vl 

7Ve 

15 

Acquiring  reserves;  six  months  into  its  1986  fis- 
cal year,  EPS  nearly  quadrupled  over  a  year  earlier. 

Cameo  Inc 

Houston 

Oilfield  services 

187/„-12'/2 

WA 

8 

Operations  overseas;  recent  high-quality,  low- 
priced  acquisitions;  strong  balance  sheet. 

Seagull  Energy 

Houston 

Expl  &  prod,  nat  gas 

19%-12% 

14% 

12 

Bought  natural  gas  utility;  strong  cash  flow;  adding 
to  reserves. 

Triton  Energy 

Dallas 

Expl  &  dev 

35'/>-15% 

18% 

14 

Cash  on  hand;  acquiring  assets  overseas;  revenues 
doubled  each  of  last  two  years. 

pump  jack,  the  bobbing  beam  atop 
producing  wells,  with  the  downhole 
pump  that  sucks  out  oil.  Fiberglass 
rods  cost  more  but  can  often  nearly 
double  a  well's  output  and  last  far 
longer  than  traditional  steel  rods,  says 
Christopher,  so  he  figures  they'll  ap- 
peal to  economy-minded  producers. 

For  every  Hutchinson  or  Christo- 
pher, to  be  sure,  there  are  a  dozen 
frustrated  oilmen  who  see  opportuni- 
ty but  can't  take  advantage  of  it — 
usually  for  lack  of  money.  'You  try  to 


talk  about  financing  to  people  in  New 
York,  and  they  absolutely  won't  even 
open  the  door,"  says  Houston  oilman 
Roger  Chapman.  Public  companies 
often  fare  the  worst.  Says  H.B.  Juen- 
gling,  an  analyst  for  Houston's  Under- 
wood, Neuhaus,  "If  you're  a  public 
company  saying  this  is  the  best  time 
to  buy  reserves,  that's  not  what  the 
shareholders  want  to  hear.  Nor  do  the 
bankers." 

Oil  companies'  stock  prices  are  so 
low  that  even  the  very  private  Ray 


Charles  S.  Christopher  and  one  of  bis  upgraded  wells 
Filling  a  need  that  didn't  exist  before,  the  oil  bust. 


Hunt  (half-brother  to  Herbert  and 
Bunker),  after  buying  some  small  pri- 
vate properties,  is  now  eyeing  public- 
ly owned  outfits.  "There  are  cases 
where,  just  because  of  the  aura  that's 
associated  with  oil  and  gas,  a  stock 
may  sell  for  a  small  fraction  of  its 
intrinsic  value,"  says  Walter  J.  Hu- 
mann,  Hunt  Oil's  chief  operating  offi- 
cer. "The  bargains  may  be  bigger  than 
buying  those  assets  separately." 

Naturally,  some  investors  with 
strong  stomachs  are  already  playing 
oil  stocks.  John  Neff,  who  manages 
the  $4.6  billion  Windsor  Fund  (up 
85%  more  than  the  S&P's  500  in  the 
last  five  years),  has  recently  nudged 
oil  holdings — mainly  Royal  Dutch  Pe- 
troleum and  Shell  Transport,  which 
together  own  the  Shell  Group — from 
16%  of  his  portfolio  to  18%.  Though 
he  expects  oil  stocks  to  rebound  with- 
in a  few  months — indeed,  they  may 
have  already  begun  (see  box) — he  says 
he's  prepared  to  wait  for  two  or  three 
years.  "Eventually  supply  and  de- 
mand win  out,"  he  reasons.  "If  the 
price  of  oil  does  stay  down  for  a  long 
period  of  time,  why,  it  just  devastates 
exploration.  That  means  non-OPEC 
production  will  decline  precipitous- 
ly." And  that,  he  and  many  others 
figure,  will  create  a  new  energy  crisis 
and  boom  in  the  oil  patch. 

Whereupon  Wall  Street  will  love 
oilmen  again.  And  that,  probably,  is 
when  today's  shrewd  bargain-hunters 
will  begin  looking  for  opportunity 
elsewhere.  ■ 
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rhe  dawn  of  a  national  treasure. 

As  the  sun  comes  up  on  the  Statue  of  Liberty's  hundredth 
birthday,  America  honors  this  great  lady  by  minting  United  States 
Jberty  Coins. 

Authorized  by  an  Act  of  Congress,  these  valuable  keepsakes 
zapture  the  spirit,  the  tradition  of  the  Statue  and  Ellis  Island  as  only 
in  official  memento  can. 

To  hold  one  is  to  feel  the  full  weight  of  its  beauty.  Own  one 
ind  treasure  liberty  forever.  Give  one  and  give  the  lasting  gift  of 
iberty.  Know,  too,  part  of  the  purchase  price  helps  rebuild  her. 

Singly  or  in  sets.  Silver  dollar  $24.00.  Half  dollar  $7.50.  At 
Danks,  savings  and  loans,  K  Mart,  Montgomery  Ward  and  Sears 
stores.  Keep  Liberty  in  mint  condition... forever. 

UNITED  STATES  LIBERTY  COINS 


TSETO 


Somewhere  between  the  country  and  the  club,  Grand  Wagoneer  and  Wagoneer 
Limited  carved  their  own  little  niche  in  the  automotive  marketplace.  Look  beyond  the 
woods,  get  behind  the  wheel  and  you'll  quickly  see  why  these  vehicles  enjoy  unique 
status  in  the  world  of  four-by-fours.  Because  for  all  their  luxury  and  comfort,  they're 
still  hill-climbing,  dust-raising,  trail-blazing  Jeeps  at  heart. 
And  that's  what  makes  them  different  from  everything 
else. .  .on  and  off  the  road. 

Grand  Wagoneer  has  four  doors  and  plenty  of 
room  for  six  adults.  And  with  its  optional  360  cubic 
inch  V-8,  there's  plenty  of  power  to  take  them  just 
about  any  place  they  care  to  go. 

Inside  Grand  Wagoneer  are  a  few  amenities 
you  might  not  expect  to  find  in  a  four-wheel 
drive  vehicle.  Genuine  leather  upholstery,  power 
everything  and  a  premium  sound  system  are  all 
standard.  And  so  is  the  incomparable  sense  of  security 
you  get  just  knowing  you're  driving  a  Jeep@. 

What's  more,  Grand  Wagoneer's  suspension  has  been  re- 
designed for  a  smoother  ride  and  better  handling.  And  with  the  flick  of  a  switch,  you're  in 
four-wheel  drive... a  particularly  good  way  of  handling  a  particularly  bad  stretch  of  road. 

Wagoneer  Limited.  Like  its  sibling,  it  speaks 
fluent  Jeep.  With  the  accent,  of  course,  on 
luxury.  And  even  though  this  vehicle's  a  little 
bit  smaller,  you  can  bet  it'll  go  a  long  way  on 
its  good  looks  and  penchant  for  the  good  life. 

Wagoneer  Limited  can  easily  accommodate 
five  adults  without  cramping  their  style.  In 
fact,  behind  its  four  doors,  this  Jeep  has 
more  room  than  you'll  find  in  any  four- 
wheel  drive  vehicle  in  its  class. 


agoneer  Limited  offers  more  powertrain  combinations  than  its  competitors,  too. 
loose  a  2.5  litre  electronic  fuel-injected  four.  An  optional  2.8  litre  V-6.  Or  go  for  the 
)ptional  2.1  litre  inter-cooled  turbo-diesel. .  .the  only  one  available  in  an 
American-made  four-by-four. 

When  you  add  it  all  up,  it's  easy  to  see  why  Jeep  Wagoneer  has  been  named 
the  official  vehicle  of  the  National  Ski  Patrol.  It's  all  luxury.  It's  all  Jeep. 
And  it'll  always  be  that  way. 


Safety  belts  save  lives. 

Available  for  purchase  or  lease  at  participating  Jeep  dealers. 


Grand  Wagoneer 


Only  in  a  Jeep  Wagoneer 


Governments  all  over  are  selling  state  as- 
sets to  shrink  their  public  sectors  and  inject 
more  competition.  Good  thinking,  hut  are 
these  assets  good  investments? 


Priced  to  move 


By  Marcia  Berss 


High  on  the  political  agenda 
of  the  newly  elected  conserva- 
tive government  in  France  is 
privatization — selling  back  to  the  pri- 
vate sector  companies  that  were  na- 
tionalized by  socialist  President  Fran- 
cois Mitterrand  in  1982  or  taken  over 
by  Charles  de  Gaulle  in  1945.  Interna- 
tional investors  will  be  offered  some 
of  France's  biggest  corporations — 
leading  banks,  giant  industrials  and 
prominent  insurance  firms — at  bar- 
gain prices  on  the  Paris  stock  market. 

Across  the  English  Channel,  the 
story  is  the  same.  Well-known  gov- 
ernment-owned outfits  like  British 
Airways  will  be  sold  on  the  cheap. 

Why  should  big  economics  like 
France  and  Britain  give  away  the  fam- 
ily silver?  Because  privatization  has 
more  to  do  with  shrinking  the  size  of 
government  and  spreading  capitalism 
than  with  raising  money. 
Consider.  These  are,  after  all,  some 


of  Europe's  best-known  businesses, 
mature,  firmly  established  companies 
like  French  chemical  company 
Rhone-Poulenc  ($5.8  billion  sales)  and 
England's  British  Gas  ($9.6  billion). 
And  while  many  foreign  stocks  are 
difficult  to  buy  and  sell,  the  govern- 
ments make  sure  that  these  privatiza- 
tion mega-issues  are  a  snap  to  trade. 
Because  the  sales  are  so  big  relative  to 
the  local  markets  (British  Gas,  for  ex- 
ample, will  come  out  valued  at  some 
4%  of  the  total  London  market),  the 
stocks  are  sold  in  the  U.S.,  where  in- 
vestors can  buy  them  via  American 
Depositary  Receipts  at  their  broker. 

To  make  these  stalwarts  even  more 
enticing,  they  will  come  with  balance 
sheets  unencumbered  with  piles  of 
debt,  and  trimmed  labor  forces.  And 
then  there's  the  price.  "If  the  govern- 
ment wants  them  to  be  a  success,  the 
deals  must  be  underpriced,"  says  Par- 
is lawyer  Jean  Loyrette,  who  drew  the 
French  blueprint  for  the  sales. 

Take  the  U.K.'s  1984  offering  of 


British  bargains 


The  U.K.  is  the  world's  privatization  leader,  selling  companies  at  low 
prices  to  spread  shareholder  capitalism.  For  investors — domestic  and 
foreign — that  means  bargains.  With  the  exception  of  oil  companies,  all 
the  British  sales  have  outperformed  the  market.  And  other  countries, 
such  as  France  and  Singapore,  are  following  the  same  low-price  route. 
Below  is  a  scorecard  of  recent  U.K.  issues. 


Company/offer  date 

Offering 
price 

Current 
price 

Change  in 
stock  price 

Change  in  market 
(from  offer  date) 

British  Aerospace/Feb  1981 

150p 

566p 

277% 

167% 

Cable  &  Wireless/Oct  1981 

112* 

690 

516 

188 

Britoil/Nov  1982 

215 

181 

-16 

126 

Enterprise  Oil/June  1984 

185 

132 

-29 

65 

Jaguar/July  1984 

165 

470 

185 

71 

British  Telecom; \Tov  1984 

130 

2581 

98 

47 

split.    fFulfy  paid  basis 


phone  company  British  Telecom,  at 
$4.6  billion  the  world's  biggest  equity 
offering  ever.  In  the  U.S.  the  stock 
came  out  at  15 'A  and  the  same  day 
moved  to  29.  Institutional  money  in 
the  U.S.  and  Canada  grabbed  8%  of 
the  deal,  then  almost  immediately 
unloaded  it.  North  Americans  now 
hold  less  than  1%  of  the  outstanding 
shares.  "BT  was  clearly  absurdly 
cheap,"  says  money  manager  Nicho- 
las Bratt  of  Scudder  International. 
"It's  not  often  in  this  business  that  we 
make  as  much  money  as  we  did  as 
quickly  as  we  did  on  BT."  Because 
BT  is  a  big  part  of  London's  market 
index,  U.K.  institutions  quickly 
bought  what  the  North  Americans 
sold,  keeping  BT's  price  up  (recently 
32  Vh)  along  with  their  exchange  index. 

Happy  investors,  happier  govern- 
ment: The  BT  deal  almost  doubled  the 
number  of  Britons  directly  owning 
stock,  now  5%  of  the  population  (ver- 
sus 20%  in  the  U.S.).  No  wonder  a  lot 
of  big  money  eagerly  awaits  the  sale  of 
British  Airways  (valued  at  $1.5  billion 
to  $1.7  billion)  and  the  fall  offering  of 
British  Gas,  a  record  $10  billion  to  $12 
billion  deal.  "BT  has  encouraged  peo- 
ple to  see  these  deals  as  a  bonanza," 
says  a  U.S.  banker  (see  table) 

But  there's  another,  not  so  obvious, 
reason  for  the  low  prices.  The  govern- 
ments usually  retain  some  control  of 
their  privatized  companies  and  aren't 
afraid  to  use  it.  In  1984  the  U.K.  gov- 
ernment exercised  its  "golden  share" 
(which  lets  it  intervene  in  cases  of  a 
"national  strategic  element")  in  En- 
terprise Oil.  U.K.  mining  concern  Rio 
Tinto-Zinc  tried  to  buy  control  of  En- 
terprise, but  the  government  blocked 
the  sale,  in  all  likelihood  depriving 
investors  of  a  takeover  premium. 
"With  a  golden  share,  you  give  up  that 
element  of  control,"  says  Sean  Roche, 
international  portfolio  manager  with 
Boston's  Putnam  Financial. 

In  France  the  new  government  is 
likely  to  privatize  without  a  golden 
share,  though  foreign  ownership  will 
be  restricted  to  20%,  limiting  take- 
over possibilities  by  non-French  raid- 
ers. First  up  for  sale  are  big  banks,  like 
Paribas  and  Societe  Generale,  and 
then  the  giant  industrials  like  $8.5 
billion  (sales)  electrical  firm  Compag- 
nie  Generale  d'Electricite.  The  indus- 
trials with  good  profit  records  and 
U.S.  ties  ($7  billion  Saint-Gobain,  for 
example,  owns  CertainTeed,  the  U.S. 
insulation  firm)  are  the  most  likely 
candidates  for  sale  in  the  U.S.,  says 
Evan  Galbraith,  director  international 
of  Morgan  Stanley  and  the  former  U.S. 
ambassador  to  France.  But  even  the 
deals  not  directly  offered  in  the  U.S. 
can  be  purchased  via  mutual  funds, 
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Why  fool  around 
with  an  express  service 
that  delivers  less  of  the  world? 

DHL  introduces 
the  new  Express  Document 

that  delivers  more  of  the  world, 

Faster. 


Send  up  to  15  pages  of  important  business  cor- 
respondence almost  anywhere  in  the  world. 
With  more  offices  in  more  countries,  DHL  deliv- 
ers to  more  of  the  world  faster.  And  at  our  low- 
est prices.  For  example,  only  $26  to  London, 


only  $29  to  major  cities  of  Europe  and  the  Far 
East.  Call  DHL,  the  world's  most  experienced  air 
express  service,  at  800-CALL  DHL  and  ask  for 

the  new  international  Express  Document.  Why 
settle  for  less? 


No  fooling. 


Corporate  \VM0E  58""" 

Finance  WvlAbzVb:  corporation 


IF  YOU  ARE  LOOKING  FOR  WA/S 
TO  FULFILL  YOUR  GROWTH  POTENTIAL, 
WE  CAN  HELP. 

The  right  corporate  financing  program  should  get  its  form  from 
the  customer's  needs,  not  the  lender's  habits.  WCC  puts  a  team 
together  to  fulfill  the  unique  demands  of  each  situation.  For 
acquisitions  or  general  corporate  purposes,  we're  experienced, 
flexible  and  creative  with  private  debt  placement,  leverage 
buyouts  and  debt  restructuring  to  fulfill  your  company's 
growth  potential. 


WE  CAN  HELP  \OU  DO  BUSINESS  A  WHOLE  NEW  WAY 


Westinghouse 

Credit 

Corporation 


WE  CAN  HELP  YOU 

DO  BUSINESS  A  WHOLE  NEW  WW 

Some  finance  companies  will  try  to  apply  their  standard 
financing  p'ograms  to  your  company's  situation.  We 
won't.  Instead,  WCC  has  trained  specialists  in  a  wide 
variety  of  financing  areas  who  will  tailor  a  plan  to  ft  your 
company's  special  needs.  That's  how  we've  become  one 
of  America's  largest  diversified,  independent  financial 
service  companies. 


Cveutt  . 

One  Oxford  Cenve^ 
Pittsburgh-*^ 


like  the  France  fund  currently  being 
organized  by  Dillon,  Read. 

Some  investors,  however,  seem  put 
off  by  another  factor:  the  possibility 
that  since  nationalization  happened 
once,  it  could  happen  again.  Which  is 
true  enough.  But  recall  that  even  so- 
cialist Mitterrand  paid  private  inves- 
tors a  good  price  when  he  took  control 
of  French  corporations  in  1982.  And 
England's  opposition  Labor  Party  is 
not  talking  renationalization. 

In  any  case,  money  managers  are 
impressed  with  the  improvements 
government  owners  make  in  prepar- 
ing a  firm  for  privatization,  from  new 
management  to  reducing  debt.  And  if 
some  changes  are  window  dressing,  so 
what?  "If  a  privatized  company  still 
has  lots  of  fat,  it  means  there's  more 
room  for  earnings  improvement  when 
it's  public,"  says  Sean  Roche.  For  the 


For  the  long  term  you  buy 
basic  assets  and  an 
economy.  For  the  short 
term  there  is  that  highly 
probable  quick  gain. 


long-term  investor,  says  one  money 
man,  "What  you're  really  buying  in  a 
privatization  is  an  economy.  Utilities 
and  airlines  are  basic  businesses." 
For  the  short-term  player  there's  that 
highly  probable  quick  gain. 

Still,  the  fact  that  a  government  is 
selling  a  company  doesn't  guarantee 
it's  a  winner.  International  investors 
smelled  a  dog  in  U.K.  oil  company 
Britoil.  "The  government  rushed  to 
get  out  the  prospectus  during  high  oil 
prices,"  recalls  a  U.S.  investor  who 
passed  on  the  deal.  Smart  move;  the 
stock  is  now  at  181  pence,  16%  below 
the  1982  offering  price.  Banker  Gal- 
braith  thinks  the  French  banks  proba- 
bly won't  be  too  enticing,  either.  U.S. 
banks  don't  trade  at  premiums,  he 
argues,  so  why  should  French  ones? 
And  Loyrette  worries  the  French  may 
be  privatizing  at  the  top  of  a  hot  Paris 
market,  roaring  on  enthusiasm  for  a 
new  government,  but  leaving  little 
room  for  investors  to  take  gains. 

The  bottom  line,  though,  is  that  no 
government  can  afford  too  many  los- 
ers. "If  a  $6  billion  deal  is  a  turkey, 
you're  putting  the  whole  financial 
community  at  risk,"  says  a  banker 
working  with  the  U.K.  government. 
Not  to  mention  unhappy  investors, 
who  will  turn  away  the  next  time  the 
government  tries  a  sale,  defeating  the 
primary  objectives  of  shrinking  the 
government  and  spreading  capitalism. 
Privatization,  remember,  has  more  to 
do  with  politics  than  price.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus  and  the  related  Prospectus  Supplement. 

NEW  ISSUE  March  4, 1986 

$125,000,000 

M.D.C.  Mortgage  Funding  Corporation 

Collateralized  Mortgage  Obligations,  Series  D 

$61,500,000  8.70%  Class  D-l  Bonds  Due   February  1,  1999-Price  99.96875% 

$17,125,000  8.90%  Class  D-2  Bonds  Due  November  1,  2000-Price  99.90625% 

$30,875,000  9.10%  Class  D-3  Bonds  Due      August  1,  2003-Price  100% 

$15,500,000  9.30%  Class  D-4  Bonds  Due         May  1,  2016-Price  99.03125% 

plus  accrued  interest  at  the  applicable  rate  from  April  1,  1986 


Copies  of  the  Prospectus  and  the  related  Prospectus  Supplement  may  be  obtained  in 
any  State  in  which  this  announcement  is  circulated  where  the  undersigned 
may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


"Management's  job  is  to  see  the  company  not  as  it  is. . . 

but  as  it  can  become."  —  John  W.  Teets,  Chairman 


One  of  the  major  strengths  at 
Greyhound  is  our  ability  to  view  the 
company  objectively. 

Only  in  this  way  can  we  renew 
our  company,  making  certain  that  the 
Greyhound  of  tomorrow  is  not  just  differ- 
ent, but  better  than  the  Greyhound 
of  today. 


The  combination  of  divesting  mar-> 
ginal  businesses  (we've  sold  14  of  theri 
in  the  last  three  years  alone) ...  the 
acquiring  of  new  companies  that  meet 
our  15%  ROE  goal . . .  and  the  restruc- 
turing of  our  mature  businesses  ...  is 
a  winning  formula  for  revitalization. 


at, 


To  learn  more  about  where  the 
yhound  dog  is  running  these  days, 
s  us  for  an  annual  report.  The  new 
yhound  . . .  it's  getting  sleeker, 
rper,  more  defined  in  muscle  and 
w.  And  has  been  tempered  by  fire. 


The  Greyhound  Corporation 

A  $3-billion,  multi-industry  company  offering: 

•  Consumer  Products 

•  Financial  Services 

•  Services 

•  Transportation  &  Manufacturing 


Ste.  Genevieve  Vineyards,  near  Bakersfield,  Tex. 

For  sheep  grazing,  $1  an  acre.  For  grape  growing,  $  1,000  an  acre.  phoius  bv  n„iiv  kUPct 


Out  there  west  of  the  Pecos,  a  small  band  of 
Frenchmen  is  taming  the  land.  All  for  char- 
donnay,  padnuh,  and  ruby  cabernet. 

Grape  farming, 
not  winemaking 


By  John  Merwin 


Squinting  across  the  arid  flats 
of  west  Texas,  Ste.  Genevieve 
Vineyards  winemaster  Jean- 
Louis  Haberer  ponders  a  question: 
What  does  he  miss  most  about  his 
native  France?  "Well,"  he  answers  at 
last,  "mostly  I  miss  the  green.  What 
do  you  call  it?  Yes,  the  landscape.  I 
miss  the  sea,  too.  And  the  street  life. 
There's  no  street  life  out  here." 

How  good  can  street  life  be  20  miles 
west  of  the  Pecos  River,  smack  in  the 
middle  of  the  Permian  Basin?  Life 
here  mostly  hops,  slithers  and  crawls. 
And  a  sea?  The  last  one  dried  up  225 
million  years  ago. 


Colomhard  on  the  vine 


But  green,  yes,  there  is  green.  Ha- 
berer and  a  handful  of  transplanted 
Frenchmen  are  managing  1,000  acres 
of  vineyards  and  an  imposing  $12  mil- 
lion winery.  They  hope  to  plant  an- 
other 2,000  acres,  which  would  make 
Ste.  Genevieve  one  of  the  largest  pre- 
mium wine  operations  in  the  U.S. 
Certainly  it  is  the  only  one  beating 
back  rattlesnakes,  jackrabbits,  wild 
pigs  and  an  occasional  mountain  lion. 

Ste.  Genevieve's  story  is  a  fine  ex- 
ample of  "adding  value,"  a  pertinent 
topic  in  depressed  west  Texas,  where 
the  oil  hangover  grows  worse  daily. 
For  years  the  area  has  survived  by 
drawing  oil  wealth  out  of  the  land, 
which  merely  subtracts  value,  or  leas- 
ing it  out  for  grazing,  which  pays  so 
poorly  that  no  real  value  is  added. 

But  look  at  what  Ste.  Genevieve  has 
done.  Until  a  few  years  ago  the  tract 
from  which  Ste.  Genevieve  now  har- 
vests cabernet,  colombard,  chardon- 
nay  and  other  premium  wine  grapes 
was  used  for  grazing  sheep.  Leased  out 
by  its  owner,  the  state  of  Texas,  10 
acres  could  barely  feed  one  sheep. 
Thus  the  land  drew  only  a  dollar  or 
two  per  acre  a  year  in  lease  payments. 

What  happens  when  stingy  grazing 
land  is  transformed  into  plush  vine- 
yards? Starting  in  1988  Ste.  Gene- 
vieve will  be  paying  as  much  as 
$1,000  an  acre  per  year  to  lease  land 
that  not  long  ago  sheep  gnawed  at 
virtually  for  free. 

The  story  starts  in  the  mid-1970s, 
when,  to  the  amusement  of  many,  the 
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BREAKTHROUGH: 

ELECTRON  BEAM 
DRILLS  HOLES 
TO  GIVE  AIRLINES 
A  SPECIAL  LIFT. 

When  air  flows  over  an  airplane  wing,  it 
creates  turbulence  and  performance  killing 
drag.  We've  found  a  way  to  reduce  drag 
dramatically  and  save  airlines  millions  of 
dollars  in  fuel  costs. 

An  electron  beam,  thinner  than  a  human 
hair,  is  used  to  drill  millions  of  holes  in  the 
titanium  skin  of  the  wing.  (The  ordinary 
paperclip  shows  how  tiny  they  are.)  During 
flight,  a  thin  layer  of  air  passing  over  the 
wing  is  sucked  through  these  holes  to  stop 
turbulence  before  it  develops. 

This  breakthrough  could  reduce  fuel 
consumption  by  as  much  as  20%  on  long 
flights.  Testing  is  under  way.  The  planes  you 
fly  might  be  using  it  in  the  1990s. 

We're  creating  breakthroughs  that  make  a 
difference  in  the  way  things  work  and  the 
way  people  live. 

We're  McDonnell  Douglas. 

For  more  information,  write  to: 
Technology,  McDonnell  Douglas, 
Box  14526, 
St.  Louis,  MO  63178 


According  to  a 
nationwide  survey,  Lincolns, 
Mercurys  and  Fbrdcars 
and  trucks  are  the  highest 
quality  vehicles  designed  and 
built  in  America. 


The  survey  questioned  over  50,000  drivers.  Completed  in  July  1985,  it 
covered  owner-reported  problems  during  the  previous  six  months.  The 
survey  included  vehicles  as  new  as  1984  and  those  up  to  four  years  old.  It 
served  as  an  indicator  of  how  the  quality  of  Lincolns,  Mercurys  and  Fords 
compared  to  the  quality  of  competitive  makes  and  models.  And,  as  a 
group,  Ford  Motor  Company  products  came  out  on  top.  That's  the  kind  of 
quality  you  can  expect  to  find  in  the  cars  and  trucks  we're  building  today. 

Buckle  Up  —  Ibgether  we  can  save  lives. 


The  220  questions  in  the  survey  covered  all  vital  components,  including  the  following: 


Brakes. . . 


m  Battiato  and  members  of  the  chassis  team  at  Fbrd's  Edison,  New  Jersey  Assembly  Plant 
among  thousands  of  Fbrd  employees  committed  to  making  Quality  Job  One. 


and  Accessories. . .  Steering  and  Handling. . .  Climate  Con  trols. 


"hat's  what  happens 
/hen  you  make 
tuality  Job  1.  (jfgfsgW^) 

Ford  •  Lincoln  •  Mercury  •  Merkur 
Ford  Trucks  •  Ford  Tractors 

Quality  is  Job  1. 


Winemaker Haberer  ( right )  and  Lucien  Viand  ofDomaines  Cordier  in  control  room 


Installing  fermentation  tanks  at  Ste.  Genevieve 
The  real  test  will  come  outside  Texas. 


University  of  Texas  decided  to  take  a 
crack  at  wine  grape  production  onl 
state  lands.  The  idea  was  to  find 
something  more  lucrative  than  cattle 
and  sheep  grazing.  Also  a  small  step 
toward  something  renewable,  for  the 
day  when  oil  ran  out  on  other  state- 
owned  west  Texas  lands.  Even  as  ris- 
ing 1970s  oil  prices  were  glutting 
state  coffers  with  royalties,  state  land 
managers  persisted,  planting  75  vari- 
eties of  wine  grapes.  "Grape  farming," 
they  called  it,  disarming  taxpayers 
who  might  raise  hell  about  drinking 
but  certainly  not  about  farming. 

Nourished  by  well  water,  the  grapes 
took  to  west  Texas'  climate  admira- 
bly, despite  summer  heat  intense 
enough  to  drive  diamondback  rattlers 
into  the  vineyard  in  search  of  shade 
and  water.  But  nights  west  of  the  Pe- 
cos are  surprisingly  cool,  and  the  soil, 
leached  by  only  10  inches  of  rain  a 
year,  is  rich.  So  the  state  persisted 
investing  $7  million  in  land  clearing, 
buildings,  vines,  irrigation  and  ma 
chinery,  while  winnowing  the  grape 
crop  to  ten  varieties  that  performed 
especially  well  in  west  Texas. 

Three  years  ago  the  state  of  Texas 
leased  the  vineyard  to  Ste.  Genevieve, 
a  partnership  consisting  of  two  Texas 
businessmen,  French  vintner  Do 
maines  Cordier  and  a  French  vine 
yard,  Richter  Corp.  Ste.  Genevieve 
will  pay  an  8%  royalty  on  gross  in- 
come, which  works  out  to  the  estii 
mated  $1,000  an  acre.  State  land 
manager  Steve  Hartman  figures  that  ii 
the  vineyard  expands  to  3,000  acres, 
the  land  will  return  $300  million  ovei 
30  years.  Sheep  grazing  over  the  same 
period  would  work  out  to  aboul 
$135,000. 

The  wine  tastes  surprisingly  good, 
too.  Last  year  Ste.  Genevieve's  small 
initial  bottling  of  25,000  cases,  mar 
keted  only  in  Texas,  disappeared 
within  a  few  months.  But  given  Tex 
ans'  enthusiasm  for  homegrown  prod- 
ucts, that  doesn't  prove  much.  The 
real  test  will  come  later  this  year 
when  Ste.  Genevieve  sends  175,00C 
cases  to  market,  much  of  it  outside 
Texas,  at  $5  to  $7  a  bottle. 

While  Haberer,  a  third-generation 
winemaster,  is  pleased  with  his  firsi 
bottling,  he  figures  the  winemakinj 
will  only  get  better  as  he  gains  experi 
ence.  "It  will  take  another  10  to  15 
years  to  know  how  to  make  the  besi 
wine  here,"  he  muses.  Meanwhile 
across  the  fence  from  Ste.  Genevieve 
the  cattle  business  is  awful,  sheep 
aren't  much  better,  and  posted  crude 
oil  prices  have  slumped  to  $15  to  $18 
a  barrel,  down  from  about  $26  last 
fall.  Faced  with  all  that,  what  else  is 
there  to  say  but,  "Drink  up,  boys."  ■ 
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rHERE  SONLYONE  WAY  TO  SEE  PARIS. 

YOURWAY. 


Air  France  and  Flexi-Plan 
let  you  experience  Paris 
from  any  angle. 

The  Paris  of  history.  Of 
romance.  Of  elegance.  Of 
haute  couture.  Of  cuisine. 

We  know  Paris  best— and 
we  have  the  perfect  way  for 
you  to  have  your  Paris. 

It  all  begins  with  the  com- 
fort, cuisine  and  classic  ser- 
vice of  Air  France  Le  Club, 
Premiere  or  Concorde. 

Then,  Flexi-Plan  lets  you 
design  your  own  tour,  accord- 
ing to  your  particular  interests, 
budget  and  time. 

And  you  can  choose  from 
the  great  hotels  at  special 
rates,  rent  or  lease  a  luxury 
car,  enjoy  shopping  and 
entertainment  discounts. 
We'll  even  include  continen- 
tal breakfast  every  day,  and  a 
Seine  River  cruise  of  our  Paris. 

To  create  your  own  tour  of 
the  Paris  of  your  dreams— at 
a  surprisingly  down-to-earth 
price— just  call  your  Travel 
Specialist  or  Air  France. 

FOR  FREE  VIDEO  CASSETTE 
PREVIEWS  OF  "PARIS  DELUXE" 
AND  "INEXPENSIVE  PARIS'/ 
CALL  1-800-AF-PARIS.  IN  NEW 
YORK  CITY 212-247-0100. 


AIR  FRANCE  S/S 

LET  US  SHOW  YOU  OUR  FRANCE 


WE    BELIEVE  THAT  THE  GENIUS   OF  THE    FUTURE   LIES  IE 


,  C&P  TELEPHONE,  DIAMOND  STATE  TELEPHONE,  NEW  JERSEY  BELL,  A  BEEPER  COMPANY,  BELL  ATLANTICON,™  BELL  A  TLA 
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BELL  ATLANTIC  PROPERTIES,  COMPUSHOP,"  MAI  CANADA,  SORBUS,"  TELECOMMUNICATIONS  SPECIALISTS,  INC.,  AND  TRlCONTINENTAL  LEASING. 


The  Japanese  have  taken  aim  on  the  U.S. 
small-engine  market.  And,  says  Briggs  & 
Strattoris  boss  Fred  Stratton  . . . 


"We  are 
the  target" 


By  James  Cook 


F|  or  over  A  quarter  of  a  centu- 
ry now,  Wauwatosa,  Wis.' 
Briggs  &  Stratton  Corp.  has  held 
a  General  Motors-like  domination  of 
the  12-million-unit  U.S.  small-engine 
market — the  engines  that  go  into 
lawn  mowers,  garden  tractors,  snow- 


blowers  and  the  like.  It  still  does,  not 
only  in  the  U.S.,  but  in  much  of  the 
rest  of  the  world.  For  all  that,  B&S  is  a 
company  on  the  run  these  days,  not 
from  traditional  competitors  like  Te- 
cumseh,  but  from — who  else? — the 
Japanese. 

In  many  ways,  Briggs  &  Stratton 
was  a  sitting  duck.  As  the  market  for 


Briggs  6  Stratton 's  Fred  Stratton 
Staying  on  top  has  its  price 


motorcycles  peaked  in  the  early 
1980s,  the  four  big  Japanese  produc- 
ers, Honda  in  particular,  concluded 
that  small  engines  offered  a  logical 
extension  of  their  business  and  went 
after  B&S'  markets  in  a  high-powered 
way.  In  1984,  or  so  says  B&S  President 
Frederick  P.  Stratton  Jr.,  46,  Honda 
spent  $12.5  million  advertising  its 
lawn  and  garden  equipment,  20%  of 
the  industry's  total  ad  budget,  though 
it  had  only  2%  of  the  market. 
"They're  trying  to  buy  a  position  in 
the  market,"  says  Stratton,  grandson 
of  one  of  the  company's  founders. 
"There's  no  Japanese  home  market 
for  lawn  mowers,  so  it's  pure  econom- 
ic aggression,  and  we  are  the  target — 
we  and  our  bigger  customers." 

B&S  itself  doesn't  make  lawn  mow- 
ers. Rather,  it  provides  engines  to 
name  brands  like  Toro,  Snapper  and 
Homelite  as  well  as  a  host  of  private- 
label  marketers  that  mount  B&S  en- 
gines on  housings  and  peddle  them  to 
customers  like  Sears  and  K  mart. 
B&S'  four-cycle,  single-cylinder,  air- 
cooled  aluminum  engine  is  one  of  the 
triumphs  of  mass-production  technol- 
ogy, and  its  reputation  for  high  quali- 
ty and  low  cost  long  ago  won  it  a  good 
50%  of  the  market.  With  it  came  the 
kind  of  returns  such  market  domi- 
nance entitled  B&S  to,  yielding  as 
much  as  25%  on  equity. 

But  manufacturing  efficiency  isn't 
everything.  In  the  Seventies  a  weak 
dollar  had  won  B&S  an  ever  larger 
market  share  almost  everywhere.  In 
the  Eighties  a  strong  dollar  has  put 
most  of  those  markets  in  jeopardy — in 
Europe,  where  Italy's  Tecnamotor 
SpA  began  making  gains,  and  espe- 
cially in  Asia,  where  the  inevitable 
Japanese  are  on  the  move. 

The  Japanese  have  been  chipping 
away  at  the  U.S.  market  as  well,  start- 
ing with  the  modest  market  for  small 
portable  generators,  taking  over  50% 
of  it,  and  expanding  from  there. 
Honda  has  moved  into  higher-priced, 
higher-quality  lawn  and  garden  equip- 
ment in  competition  with  B&S'  en- 
gine customers.  Other  big  Japanese 
producers  have  concentrated  on  com- 
peting directly  with  B&S  as  an  engine 
supplier.  Kawasaki  began  supplying 
part  of  John  Deere 's  needs,  Suzuki 
Toro's,  Mitsubishi  Snapper's. 

None  of  these  gains  has  come  easy. 
B&S'  great  strength,  thanks  to  its 
domination  of  the  market,  lies  in  its 
low  manufacturing  costs.  Stratton  is 
aware  that  if  B&S  loses  market  share, 
the  resulting  decline  in  volume  will 
erode  its  cost  advantage.  "Market 
share  is  easier  to  maintain  than  get 
back  once  you've  lost  it,"  Fred  Strat- 
ton says.  "The  losses  so  far  have  been 
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The  New 


Tandy  3000 


The  difference  is  power 
♦  ♦♦and  affordability* 


Introducing  the  Tandy  3000  per- 
onal  computer,  the  affordable  alter- 
ative to  the  IBM®  PC/AT.  Here's  the 
)ower  you  need  to  manage  your 
msiness,  either  alone,  or  in  a 
nultiuser  system. 

Jnmatched  compatibility 

The  Tandy  3000  uses  the  advanced 
/IS-DOS  3.1  operating  system.  And 
ince  the  Tandy  3000  is  compatible 
vith  programs  designed  for  the 
'C/AT,  as  well  as  the  PC/XT,  it  cuts 
hrough  today's  software  confusion, 
choose  from  literally  thousands  of 
>owerful  applications. 

'ower  to  share 

The  Tandy  3000  is  designed  to  use 
be  forthcoming  XENIX  5.0  multi- 
ser  operating  system.  Two  to  six 
eople  in  an  office  can  share  the 


3000's  high  speed  and 
storage  simultaneously 
from  low-cost  data  terminals 
The  Tandy  3000  is  the  total 
solution  to  office  performance. 

High-performance  design 

The  Tandy  3000  (25-4001,  $2599) 
operates  at  twice  the  speed  of  the  in- 
dustry standard,  has  512K  of  main 
memory  (expandable  to  640K  on  the 
main  board),  a  high-capacity  floppy 
disk  drive,  a  serial/parallel  adapter 
and  ten  expansion  slots. 

Or  choose  the  Tandy  3000  HD 
(25-4010,  $3599)  with' a  built-in  20- 
megabyte  hard  disk  drive  for  fast  ac- 
cess to  volumes  of  data. 

The  Tandy  3000  has  the  power  to 
put  you  in  command!  Ask  for  a  dem- 
onstration at  your  nearest  Radio 
Shack  Computer  Center. 


Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shack  stores  and  dealers. 

Radio  /hack 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 

Send  me  a  Tandy  3000  brochure. 

Dept  86-A-533,  300  One  Tandy  Center 
Fort  Worth.  Texas  76102 


Name . 


Address . 


Company . 

City  

State  


Zip. 


Phone . 


Prices  apply  at  Radio  Shack  Computer  Centers  and  at  participating  stores  and  dealers  Monitor  and  MS-DOS  soid  separately  IBM/Registered  TM  International  Business  Machines  Corp  MS  and  XENIX/TM  Microsoft  Corp 


modest,  but  one  never  likes  to  lose 
anything." 

So,  despite  fluctuations  in  the  dol- 
lar, B&S  has  been  fighting  to  hold  on 
to  its  market.  In  Europe  it  has  pretty 
much  held  the  price  line  and  so  held 
much  of  its  market.  But  in  Asia,  as  the 
dollar  continued  to  strengthen,  B&S' 
cost  advantage  disappeared,  and  the 
company  lost  considerable  ground. 
Overall,  B&S'  exports  declined  from 
25%  of  sales,  or  $179  million,  in  1980 
to  14%,  or  $99  million,  last  year.  And 
profits?  Fred  Stratton  would  rather 
not  talk  about  that. 

In  the  U.S.,  Stratton  has  been  able 
to  rely  on  B&S'  low  manufacturing 
costs  to  fend  off  the  Japanese  in  the 
engine  market  itself.  But  because  it 
produced  only  engines,  B&S  was  pow- 
erless to  strike  back  at  Honda  direct- 
ly, just  as  Honda,  despite  its  widening 
line  of  end-product  equipment,  was 
unable  to  compete  directly  with  B&S 
as  an  engine  supplier.  "It's  been  our 
tradition  that  we  won't  compete  with 
our  customers,"  Stratton  says.  "That 
continues  to  be  our  best  approach." 

But  the  Japanese  have  also  been 
quicker  to  provide  the  more  sophisti- 
cated engines  the  market — and  B&S' 
customers — began  to  demand.  Such 
products  fall  in  the  narrower  and 
higher-priced  segments  of  the  market 
where  B&S'  cost  advantage  was  less 
overwhelming.  Now,  somewhat  be- 
latedly, Stratton  is  bringing  out  a 
batch  of  new  products — an  improved 
line  of  its  basic  3.5hp  and  4hp  engines 
introduced  last  fall  and  a  new  3.5hp 
engine,  first  of  a  wholly  redesigned 
line,  due  next  fall.  He's  also  doubling 
the  1.5%  of  sales  B&S  spends  on  engi- 
neering and  research  and  strengthen- 
ing its  brand  name  with  a  $2  million 
consumer  advertising  campaign.  "We 
have  to  be  close  to  the  lowest-cost 
producer,"  Stratton  says,  "and  we've 
got  to  give  the  market  the  products  of 
the  future  it  wants." 

Holding  market  share  is  one  leg  of 
Stratton's  strategy.  The  other  is  cost 
reduction  to  assure  B&S'  position  as 
the  industry's  low-cost  producer  and 
to  protect  and  even  enhance  its  profit- 
ability. Labor  amounts  to  50%  of 
B&S'  total  costs.  When  you  realize 
that  B&S'  labor  costs  are  also  50% 
higher  than  those  of  the  Japanese,  you 
get  a  good  idea  of  just  how  efficient 
B&S,  thanks  to  volume,  already  is. 
But  in  today's  competitive  climate  it 
still  isn't  enough.  In  1983  B&S  suf- 
fered a  three-month  strike  in  order  to 
win  much  of  the  flexibility  it  needed 
to  remain  competitive. 

But  that  was  only  a  start.  Stratton  is 
now  hedging  his  bets  with  a  new  $18 
million  nonunion  engine  plant  in 


Murray,  Ky.  At  Murray,  B&S  is  free  to 
experiment  with  manufacturing  tech- 
niques it  can  later  apply  at  its  main 
engine  facility  in  Wisconsin.  "We 
think  we  can  build  at  significantly 
lower  cost  down  there,  and  not  just 
because  the  wage  level  is  half  what  it 
is  in  Milwaukee.  We're  more  highly 
automated  and  we  use  fewer  employ- 
ees. We've  got  to  do  the  same  thing 
the  Japanese  are  doing  and  then  leap- 
frog them." 

None  of  these  efforts  have  yet  taken 
hold.  Earnings  last  year  were  down 
31%  from  their  $49  million  1980 
peak,  operating  profit  margins  had 
gone  from  13.8%  to  10.8%,  and  return 
on  equity  from  22.3%  to  12.1%— de- 
clines that,  but  for  the  Japanese,  Strat- 
ton very  probably  would  have  partly 
offset  with  price  increases.  But  as 
Stratton  sees  it  the  Japanese  are  only 


A  triumph  of  mass  produc- 
tion technology,  B&S' 
4-cycle,  single-cylinder 
engine  long  ago  won  50% 
of  the  market — and  the  re- 
turns such  dominance  enti- 
tled it  to.  But  inevitably,  the 
Japanese  moved  in. 


part  of  the  problem.  What  has  made 
the  big  difference  is  the  30%  drop  in 
volume  B&S  has  suffered  since  1980, 
most  of  which  results,  he  says,  not 
from  the  Japanese  but  a  slackening 
market.  "If  we  have  the  volume,  we 
can  still  make  very  good  money," 
Stratton  says.  "We  proved  that  in  the 
six  months  after  the  strike  when  we 
ran  full  out."  But  he  adds:  "It's  not 
realistic  to  expect  volume  to  get  back 
to  the  1980  level  in  this  decade." 

On  the  other  hand,  it's  not  unrealis- 
tic to  expect  Fred  Stratton's  defensive 
measures  to  begin  paying  off  soon  in 
higher  earnings — a  payoff  a  declining 
dollar  can  only  enhance.  Not  just  yet, 
however.  Because  everybody  in  the 
business,  B&S  included,  is  committed 
to  inventory  reduction  these  days,  no- 
body orders  until  he  has  a  sale  in 
hand.  This  deepens  the  normal 
swings  in  B&S'  always  seasonal  busi- 
ness. It  caused  B&S  to  show  a  loss  in 
the  1986  first  quarter  (ended  last  Sep- 
tember), but  in  the  second,  despite  a 
4%  drop  in  sales,  B&S  made  as  much 
as  it  did  a  year  earlier.  Under  the  cir- 
cumstances, Stratton  expects  to  come 
out  ahead  for  the  year. 

And  after  that?  "It's  one  thing  to 
listen  to  us  talk  about  our  good  inten- 
tions," Fred  Stratton  says.  "It's  anoth- 
er to  see  some  results.  We're  hoping  to 
do  that  next  year."  ■ 


MASERATI  DEALER  NETWORl 

WESTERN 

ARIZONA  Young  Motorcars,  Scottsdale,  1602 1 99 
7781  -Grand  Prix  Motors, Tucson,  1602 1  748  133 

•  CALIFORNIA  Alfa  Maserati  of  Santa  Monica, 
Santa  Monica,  12131  393  0493  •  Anaheim  Toyota- 
Maserati,  Anaheim,  [7-14]  635  2050  •  Beach 
Imports,  Newport  Beach,  [7141  752  0900  •  BritisH 
Motor  Car  Distributors,  San  Erancisco,  1415)  776- 
7700  •  Carlsen  Maserati,  Palo  Alto,  (415)  493  1 51 

•  Century  Motor  Sales,  Alhambra,  1818)  570  8444 
Bob  Faeber  Volkswagen-Maserati,  San  Fernando, 
18181  365  0826  •  Gregg  Motors  Maserati,  Beverly 
Hills,  [2131  274-5200"-  Maserati  of  San  Diego,  Sari 
Diego,  [619|  297-9070  •  Niello  Porsche/Audi/ 
Maserati,  Concord,  (415)  676  0200  •  Niello 
Porsche/Audi/Maserati,  Sacramento,  (916)  334- 
6300  •  Al  Piano  Honda  Maserati,  Thousand  Oaks, 
(818|  889-8510  -Quaid  Imports,  Riverside,  (714) 
688  9420  •  San  Jose  British  Motors,  San  Jose, 
(408)  246-7600  •  Service  Buick-Maserati,  Fresno, 
(209|  237  0221  •  Southland  Motors,  Covina,  (818 
967-421 1  •  Val  Strough  Maserati,  Oakland,  (415| 
658-4700  •  Victory-Toyota  Alfa  Romeo  Maserati, 
Seaside,  (408)  394-81 16  •  Whittlesey  Motors,  Torrj 
ance,  (2131  325  7500  •  COLORADO  Royal  Car- 
riage Works  at  My  Garage,  Denver  (303 )  7781761 

•  HAWAII  JN  Maserati,  Honolulu,  (8081  836  7723 

•  OREGON  Ron  Tonkin  Gran  Turismo,  Portland, 
|503|  255-7560  •  TEXAS  AutoSports.  Southwest 
Freeway,  Houston,  (7131  781  3541  -  AutoSports, 
Kirby  Drive,  Houston.  1713)  526-3147  •  Overseas 
Motors,  Fort  Worth,  (817)  332-4181  -  Overseas 
Motors,  Dallas,  1214)  350  5871  •  UTAH  Steve 
Harris  Imports,  Salt  Lake  City,  1801 )  52 1-0340  • 
WASHINGTON  Grand  Prix  Motors,  Seattle,  (206 
329-7070 

CENTRAL 

ILLINOIS  Continental  Classic  Motors,  Hinsdale, 
13121  655-3535  •  Lake  Forest  Sportscars,  Lake  For 
est,  (3121  295  6560-  INDIANA  Speedway  Intern 
tional  Cars,  Indianapolis,  (317)  635-2481  • 
KANSAS  Steven  Imports,  Wichita,  (316|  689  885. 

•  MICHIGAN  Sports  Car  Exchange,  Dearborn, 
(3131  581-6222  •  MINNESOTA  Thane  Hawkins 
Polar  Chevrolet,  White  Bear  Lake,  (612)  429  7791 

•  OHIO  European  Motor  Car  Company,  Fairfield, 
(5131  829-0101  •  Mid  Ohio  Imported  Car  Com- 
pany, Columbus,  1614)  475-7420 •  WISCONSIN  ! 
Reina  International  Auto,  West  Allis,  (414)  32 1  80> 

SOUTHERN 
FLORIDA  Bill  Bryan  Imports,  Winter  Park,  (305) 
628-4343  •  Braman  Motorcars,  West  Palm  Beach, 
1305)  684-6666  •  Contemporary  Imports,  Miami, 
(305)444-6281  •  Matheny  Imports,  Jacksonville, 
(904)  642  1500  •  Prestige  Imports,  North  Miami 
Beach,  (305)  947-1000  •  Steering  Wheel,  Fort 
Lauderdale,  1305 1  763  6 1 34  •  GEORGIA  F.A.F.  J 
Motorcars,  Tucker,  (404)  939-5464  •  KENTUCKY] 
Performance  Motors,  Louisville,  [5021  585-1 129 

•  LOUISIANA  Classic  Imports,  Metairie,  (504)  1 
834-5973  •  Courtesy  Imports,  Lafayette,  (318) 
981  2938  •  MARYLAND  Maserati  Automobiles, 
Baltimore.  (301 )  646-3630  •  MISSISSIPPI  Ferrari 
South,  Jackson,  (601 )  969-5668  •  NORTH  CARO-i 
LINA  Foreign  Cars  Italia,  Greensboro,  (919)  852- 
2158  •  SOUTH  CAROLINA  Jim  Hudson  Sports 
Cars,  Columbia,  (803 1  77 1  1 550  •  TENNESSEE 
Schilling  Enterprises,  Memphis.  (901 1  525-1550  • 
VIRGINIA  Atlantic  Alfa,  Virginia  Beach.  (804) 
425-6666 

EASTERN 

CANADA  Brookland  Motor  Cars,  Toronto.  (416) 
863-0446  •  CONNECTICUT  Miller  Motorcars, 
Greenwich,  (203)  629-3890  •  Bob  Sharp  Motors,  I 
Danbury,  (203)  748  2600  •  MASSACHUSETTS 
High  Performance  Cars,  Waltham,  (6171  899  456(3  I 

•  Ott  Motor  1  mports,  Pittsfield,  (413)  499-34 1 0  •  J 
NEW  HAMPSHIRE  Nashua  Subaru,  Nashua,  (603  I 
888  5228  •  NEW  JERSEY  Belmar  Foreign  Cars,  <1 1 
Belmar,  1201 )  681-8282  •  Springfield  Imported 
Motors,  Springfield,  (201 )  376  882 1  •  NEW  YORK 
Alfredo's  Foreign  Cars.  Larchmont,  19141  834  422j 

•  Huntington  Porsche  Audi,  Huntington  Station,  I 
( 5 1 6 )  42 1  - 1 500  •  Steven  Kessler  Motorcars,  New 
York,  (212|  689-0770  -  Village  Foreign  Car  Servid 
Williamsville,  (716)  633  8686  •  PENNSYLVANIA 
Algar  Enterprises,  Paoli,  12151  647-6660  •  Auto  Pal 
ace,  Pittsburgh,  (412)  687-4000  •  PUERTO  RICO 
Comeco,  San  Juan,  1809)  783-0185 
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When  The  Art  Of  Driving  Turns  Pedestrian, 
IT'S  Time  For  An  Italian  Renaissance. 


Unless  someone  you  know  drives  a  Formula 
)ne  race  car  to  work,  you'll  find  only  one  vehicle  on 
le  American  road  brandishing  twin  turbochargers. 
[aserati.  At  5,500  rpm  its  2.5  liter  all-alloy  power- 
plant  generates  185  hp,  chasing  lesser  driving 
machines  into  a  corner  of  the  rearview  mirror. 


Embellishing  this  brazen  power  is  the  kind  of 
sensuous  coachwork  they  don't  understand  north 
of  the  Alps.  Deep  sculpted  buckets  front  and  back. 
Handstitched  glove  leather.  Maserati  425  four- 
door,  about  $30,000,  without  state  and  local  taxes. 
The  second  Italian  Renaissance  has  begun. 


THE  ITALIAN  TRADITION. 


For  a  test  drive  at  a  Maserati  dealership,  call  301-646-3630.  East.  Or  415-775-3721.  West. 


With  shareholders  asking  more  questions 
about  leveraged  buyout  proposals,  a  new 
technique  that  both  enriches  owners  and 
protects  management  is  gaining  ground. 

The  leveraged 
cashout 


By  Gary  Slutsker 


Chicago-based  FMC  Corp.  is  a 
successful  conglomerate  that 
makes  everything  from  airport 
baggage  conveyor  belts  to  pesticides 
to  the  Bradley  Fighting  Vehicle.  By 
1984  Robert  Malott,  chief  executive 
since  1972,  had  streamlined  $3.5  bil- 
lion (1985  sales)  FMC,  eliminated 
debt  and  built  cash.  In  such  improved 
financial  shape  but  with  its  stock  at 
only  9  times  earnings,  Malott  feared 
FMC  was  drawing  looks  from  the 
takeover  crowd. 

Malott  might  have  taken  the  com- 
pany private  in  a  leveraged  buyout. 
But  with  so  much  money  available  to 
buyout  artists,  any  bid  by  Malott 
would  probably  have  been  topped  by 
suitors  with  deeper  pockets  and  scant 
regard  for  FMC  shareholders.  So  Ma- 
lott opted  for  a  leveraged  cashout.  He 
explains: 

"In  many  cases,  leveraged  buyouts 
tend  to  take  advantage  of  the  public 
shareholders.  Management  is  benefit- 
ed out  of  proportion  to  the  contribu- 
tion they're  making,  [but]  the  public 
shareholders  are  not  allowed  to  par- 
ticipate in  the  results  of  the  leverag- 
ing procedure."  Witness  Dr  Pepper, 
bought  away  from  the  public  for  $623 
million  in  February  1984,  split  up  and 
resold  recently  to-Coke  and  others  for 
$932  million. 

So,  Malott  proposed  a  leveraged 
cashout,  something  never  before  tried 
by  a  Big  Board  company.  In  effect,  it's 
like  a  stock  split  in  which  only  the 
insiders'  shares  are  split.  The  public 
shareholders'  equity  is  diluted  by  the 
increase  in  insider  shares,  but  the  pub- 
lic holders  are  compensated  for  this 
dilution  with  a  iarge  cash  payment 
with  highly  favorable  tax  treatment. 
The  leveraged  cashout,  in  short,  gives 
existing  management  job  security  and 


I  'MC  Corp.  's  Robert  Malott 

Tax  treatment  makes  it  sing. 

a  bigger  piece  of  the  action  while  giv- 
ing shareholders  more  value  than 
would  otherwise  be  the  case. 

Under  Malott's  offer  (shareholders 
vote  on  it  May  29)  FMC  will  give 
FMC's  outside  investors  $70  in  cash 
for  each  of  the  21.7  million  shares  the 
public  now  holds,  but,  unlike  the  case 
with  leveraged  buyouts,  the  public 
shareholders  keep  their  shares.  That's 
why  this  is  not  a  buyout.  Inside  share- 
holders— employees  and  managers — 
will  not  get  the  $70  for  their  5.3  mil- 
lion shares.  Instead,  they'll  get  9.2 
million  more  shares.  After  the  offer, 
FMC's  common  outstanding  will  rise 
from  27  million  shares  to  36.2  mil- 
lion. As  the  public's  share  falls  from 
80%  to  60%,  the  insiders'  stake  rises 
from  20%  to  40%. 

Tax  treatment  really  makes  this  of- 
fer sing.  As  long  as  the  outsiders'  pro- 
portionate stake  drops  by  at  least 
20%,  the  IRS  treats  the  $70-a-share 
payment  as  a  return  of  capital,  which 
is  eligible  for  treatment  as  a  capital 
gain,  not  a  dividend. 

To  finance  the  offer,  FMC  will  bor- 
row $1.7  billion,  of  which  $  1 .3  billion 
wili  be  from  a  consortium  of  banks 
(the  rest  is  to  come  from  subordinated 
debt  underwritten  by  Goldman, 
Sachs,  FMC's  investment  banker). 
The  interest  on  the  debt,  of  course,  is 
deductible,  and  FMC's  $377  million 


cash  flow  can  easily  handle  the  bur- 
den. But  note  that  by  slapping  new 
mortgages  on  FMC's  ultraconserva- 
tive  balance  sheet,  Malott's  cashout 
preempts  potential  acquirers.  A  belt- 
and-suspenders  executive,  Malott 
carefully  coupled  his  cashout  offer 
with  a  standard  poison  pill  provision. 

Word  of  the  leveraged  cashout 
kicked  FMC's  stock  from  70  to  85 
within  days. 

The  leveraged  cashout  isn't  an  en- 
tirely new  idea.  The  prototype  was 
last  fall's  recapitalization  at  Multime- 
dia, Inc.,  an  over-the-counter  newspa- 
per and  broadcasting  operator 
(Forbes,  July  15.  1985)-  Multimedia 
stayed  public  while  reducing  public 
ownership  by  20%.  Public  sharehold- 
ers were  allowed  to  choose  among 
combinations  of  debentures,  cash  or 
stock  in  the  restructured  company. 
But  43%  of  Multimedia  was  already 
controlled  by  other  insiders  and  mem- 
bers of  the  founders'  families. 

In  another  variant,  a  $2.2  billion 
leveraged  buyout  last  spring,  Storer 
Communications,  Inc.'s  shareholders 
walked  away  with  $91  a  share  in  cash 
and  a  chance  to  acquire  up  to  10%  of 
the  company  for  the  next  ten  years. 
But  in  the  Storer  case  the  participa- 
tion is  through  a  special  unlisted  war- 
rant, exercisable  at  $4.72. 

With  FMC's  offer,  the  leveraged 
cashout  seems  to  be  emerging  as  an 
important  trend.  A  similar  offer  is  now 
being  put  to  shareholders  of  Anderson, 
Clayton  &  Co.,  Houston's  $1.8  billion 
(revenues)  food  company.  But  this  one 
is  part  cashout,  part  buyout.  Although 
the  prospectus  is  not  yet  out,  Ander- 
son, Clayton  management  proposes  to 
give  public  shareholders  $74  in  cash 
and  one  new  share  in  the  restructured 
company  in  exchange  for  every  two  old 
shares.  Insiders'  and  employees'  shares 
would  increase  to  25% .  The  difference, 
then,  is  that  Anderson,  Clayton's 
shareholders  will  own  stock  in  a  new 
entity.  FMC's  shareholders  keep  their 
stock  (though  not  their  percentage)  in 
the  original  entity. 

Anderson,  Clayton's  shareholders 
are  not  entirely  enthusiastic.  Two 
have  already  sued  management  for 
fraud.-  Kevin  Skislock,  a  Rotan  Mosle 
analyst,  sees  management's  offer  at 
the  "lower  extreme"  of  a  range  of  real- 
istic values  for  the  stock.  But  whether 
Anderson,  Clayton's  owners  vote  for 
or  against  the  offer,  it  is  a  good  bet 
that  more  leveraged  cashout  propos- 
als will  be  placed  before  shareholders 
in  the  months  ahead. 

And  why  not?  If  substituting  debt 
for  equity  is  a  good  thing,  why  should 
a  handful  of  paper  shufflers  reap  the 
biggest  rewards?  ■ 
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The  last  tax  haven? 

The  people  who  believe  that  any  tax  shelter  is  better  than  none  will  go  to  the 
ends  of  the  earth  to  find  one.  But  before  you  find  yourself  out  in  the  cold,  have 
a  word  with  some  of  the  best-qualified  tax  professionals  under  the  midnight 
sun — at  KMG.  You  may  find  you're  better  off  staying  at  home. 


KMG's  network  of  strong  local  account- 
ncy  and  consultancy  firms  across  71  countries 
structured  so  that  each  member  can  operate 


As  a  result,  all  KMG  clients  get  the  best  of 
oth  worlds:  detailed  local  knowledge  and 
lobal  expertise. 

This  is  doubly  valuable  at  a  time  when  tax 
iws  —  national  and  international  —  are  chang- 


ing so  fast  that  the  experts  can  hardly  keep  up. 

That's  why  sometimes,  the  response  to  a 
client's  own  tax  restructuring  plan  has  to  be 
"It  was  a  good  idea  last  week,  but  not  today." 

KMG's  client  list  includes  multinational 
giants  like  Mercedes-Benz,  Pfizer,  Philips,  ICI 
and  Pirelli  —  as  well  as  small  businesses. 

Will  you  be  advised  to  open  a  sales  office  in 
the  middle  of  the  Antarctic? 

As  things  stand  today,  no.  But  whatever 
happens,  our  clients  will  be  among  the  first  to 
know  —  and  to  benefit. 

For  further  information  about  our  world- 
wide network,  please  contact  our  partners 
in  the  United  States,  KMG  Main  rT~C~ 
Hurdman  at  1  (212)  909-  5195.  KMG 

INTERNATIONAL  ACCOUNTANTS  AND  CONSULTANTS. 


i  the  way  that  suits  its  own  clients  best. 


KMG:  490  offices  in  71  countries. 
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IE  HEART  OF  C&C:  Beethoven  described  it  190  years  ago. 


When  you  listen  to  Beethoven,  you  can 
hear  the  harmony  at  the  heart  of  the  concept 
that  NEC  calls  C&C,  for  the  integration  of 
computers  and  communications. 

Because  at  NEC 
we  have  always  known 


microwave  or  satellite  transmission  links. 

Our  products  are  strong  individual 
performers.  Combined  they're  even  better. 
They  interface  smoothly  with  other 
suppliers'  equipment,  so  it's  easy  to  form 
the  exact  ensemble  you  need. 


- — =r~ 

that  managing  infor- 
mation takes  more  than 
computers  or  communi- 
cations alone.  To 
orchestrate  the  modern 
office,  you  need  both, 
|  hQri  worki  ng  together  as 


a  unified  whole. 


That's  why  our  remarkable  NEAX  2400 
IMS  is  more  than  a  powerful  digital  PBX. 
This  total  Information  Management  System 
can  take  an  office  full  of  diverse  systems 
and  turn  them  into  a  joyful     j  — \ 
chorus.  Its  talents  embrace 
not  only  voice,  but  data,  text 
and  image  as  well.  On  any 
scale  you  need. 

Linked  up  with  a 
NEAX  2400,  ourAPC  and 
ASTRA  Series  computers 
aren't  just  superb  business 
machines.  They're  perfectly 
matched  to  our  D,erm  digital 
telephones.  Our  BIT  Series 
fax  terminals,  cellular  mobile 
telephones  and  teleconference  systems 
can  also  be  easily  integrated  with  NEAX 
2400.  In  networks  with  fiberoptic, 


And  we  don't  just  believe  in  perfor- 
mance. We  back  it  up  with  leadership  on 
every  level:  from 
microchips  to 


supercomputers 
and  global 
communication 


.J 


networks. 
No  other 
supplier 
offers  our 
broad  and 
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balanced  expertise,  not  only  in  computers 
and  communications,  but  in  semiconductors 
and  other  electronic  components  as  well. 

If  you  like  the  sound  of  perfect  harmony 
and  would  like  to  learn  more  about 
our  full  range  of  office  products, 
please  drop  us  a  line  or 
give  us  a  call. 


NEC  America,  Inc. 
Corporate  Marketing 
8  Old  Sod  Farm  Road 
Melville,  N.Y.  11747 
Tel.  (516)  753-7000 
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Computers  and  Communications 


On  the  Docket 


There  is  more  to  the  mess  in  U.S.  court- 
rooms than  greedy  attorneys  and  vindic- 
tive juries.  Consider . . . 

The  hanging 

judges 
of  business 


By  Richard  Greene 


On  Aug.  12,  1979  a  friend  lent 
Clay  Prince  a  bizarre-looking, 
high-performance  parachute 
called  a  Paradactyl.  The  friend  gave 
Prince  some  verbal  instructions  re- 
garding the  use  of  the  chute,  and 
Prince,  a  skydiver  for  a  few 
months,  proceeded  to  fling  him- 
self out  of  an  airplane. 

A  week  later,  on  Prince's  sixth 
jump  with  the  Paradactyl,  he  col- 
lided with  another  jumper's 
chute,  and  plummeted  30  feet  to 
earth,  breaking  his  neck  and  be- 
coming a  quadriplegic. 

What  did  he  do?  He  sued  the 
manufacturer,  arguing,  in  effect, 
that  the  parachute  should  have 
been  sold  with  a  label  warning 
that  its  use  by  a  novice  could  be 
risky.  The  judge  threw  the  case 
out  of  court.  Prince's  attorneys 
appealed  and  got  the  summary 
judgment  reversed,  forcing  the 
defendants  into  a  settlement. 

Bizarre?  On  the  contrary.  It's 
ali  too  likely,  given  the  direction 
that  America's  courts  have  been 
headed  in  recent  years.  In  at- 
tempting to  make  America  a  risk- 
free  society,  courts  have  sent  in- 
surance rates  through  the  roof 
and  have  diverted  millions  of 
man-hours  from  productive  work 
in  the  process  of  anticipating  and  de- 
fending lawsuits. 

Conventional  wisdom  has  it  that 
this  is  happening  because  clever  law- 
yers manipulate  juries  into  awarding 
huge  damages  no  matter  how  silly  a 
claim  or  alleged  loss.  But  what  about 
the  judges,  those  18,000  or  so  elected 


or  appointed  guardians  of  the  nation's 
judicial  system?  Don't  they  share  at 
least  some  of  the  blame  for  this  plague 
of  litigation  that  is  making  American 
goods  more  expensive  and  American 
industry  less  willing  to  take  risks? 

"I  think  judges  are  primarily  re- 
sponsible for  what's  been  going  on," 


says  Richard  Willard,  head  of  the  civil 
division  of  the  Justice  Department. 
"There  has  been  a  whole  series  of 
changes  in  legal  doctrine  brought 
about  by  judges  who  have  overruled 
traditional  doctrines  of  the  law  in 
ways  that  are  causing  this  explosion 
in  litigation  and,  ultimately,  the  cur- 


rent crisis  in  liability  insurance." 

In  the  interest  of  a  pet  social  doc- 
trine, some  judges  will  permit  to 
come  to  trial  a  case  that  in  the  past 
would  have  been  thrown  out  of  court. 
"Some  judges  decide  that  they're  go- 
ing to  abrogate  long-tested  and  long- 
followed  rules  about  causation  and 
standing  and  burden  of  proof  to 
achieve  what  they  believe  to  be  a  very 
worthwhile  social  purpose,"  says  the 
general  counsel  of  a  Forbes  500  com- 
pany. "The  court  says,  'Well,  this  is  a 
worthwhile  cause,  the  legislature 
hasn't  been  moving  fast  enough,  so 
we'll  do  it.'  " 

Examples  abound  of  judicial  deci- 
sions that  change  the  law  overnight, 
rarely  in  favor  of  businessmen.  Con- 
sider Chief  Judge  Sol  Wachtler's  1985 
opinion  that  someone  who  is  grossly 
obese  is  disabled,  under  the  New  York 
State  Human  Rights  Law,  and  as  such 
cannot  be  refused  employment  on 
those  grounds. 

As  a  result  of  judges  who,  in  effect, 
usurp  legislative  functions,  broad 
fields  of  commercial  enterprise  have 
become  minefields  for  business. 

•  In  employment  law,  the  long- 
held  doctrine  of  employment  at 
will,  which  asserts  that  compa- 
nies are  free  to  fire  nonunion, 
noncontract  employees  for  any 
nondiscriminatory  reason,  has 
now  all  but  disappeared  in  about 
40  states.  These  days  almost  any 
discharged  employee  can  sue 
with  a  good  chance  of  winning. 

•  In  tort  law,  firms  and  munici- 
palities once  only  had  to  pay  their 
fair  share  of  the  damages  in  a  law- 
suit. Now,  under  the  doctrine  of 
"joint  and  several  liability,"  de- 
fendants with  only  a  5%  share  of 
the  blame  for  an  accident  can  be 
required  to  pay  100%  of  the  dam- 
ages. Call  it  the  "deep-pocket 
theory"  of  responsibility — he 
who  has  the  deepest  pocket  pays, 
even  if  only  a  minor  contributor 
to  the  accident. 

•  In  product  liability  law,  the 
need  to  prove  "causation"  (that 
the  defendant  was  directly  re- 
sponsible for  injuries)  is  disap- 
pearing. Today,  in  many  court  de- 
cisions, the  mere  fact  that  an  injury 
occurred  is  enough  to  place  blame  on 
parties  only  indirectly  involved — es- 
pecially a  manufacturer. 

•  In  real  estate  law,  landlords  were 
long  immune  from  suits  based  on  in- 
juries to  residents  by  persons  illegally 
on  their  premises.  Now,  if  the  securi- 
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y  in  a  building  is  questionable,  a  resi- 
lent  can  sue  and  collect  hefty  sums 
rom  a  landlord  for  damage  suffered  at 
he  hands  of  an  intruder. 

Is  the  American  judiciary  funda- 
nentally  antibusiness?  Of  course  not. 
?ut  all  too  many  judges  with  sharp 
egal  minds  are  using  their  court- 
ooms  to  remedy  what  they  regard  as 
vrongs — even  though  no  legislature 
las  recognized  them  as  such.  They 
lave  become  phantom  legislators, 
eady  to  press  forward  with  theories  of 
iocial  engineering  or  economics  when 
egislators  have  declined  to  do  so. 

Courts,  of  course,  have  long  refined 
ind  distilled  legislation  in  ways  that 
vind  up  effectively  making  new  law. 
rhe  problem  now,  as  the  Justice  De- 
)artment's  Willard  puts  it,  is  an  ex- 
:essive  emphasis  on  eliminating  indi- 
vidual risk.  To  do  this,  it  is  necessary 
o  find  someone  responsible  for  any 
ind  every  accident. 

Certain  judges  are  more  to  blame 


Frank  Celebrezze,  57,  Chief  Judge, 

Ohio  State  Supreme  Court 

Calls  his  courtroom  "The  People's  Court.' 

Ohio  business  terrified  by  series  of 

cases  in  which  workers  hurt  on  job 

were  able  to  collect  damages  in  addition 

to  workers'  comp.  "Businesses 

are  running  scared,"  says  one  big-time 

defense  attorney. 


once  would  have  been  paid  for  entire- 
ly by  workers'  comp. 

•  The  state  court  jurisdictions  of  St. 
Clair  and  Madison  counties  in  Illi- 
nois. Madison  was  called  Plaintiffs' 
County,  USA  by  the  American  Lawyer 
newspaper.  In  one  1982  dioxin  case 
there,  32  individual  plaintiffs — many 
of  whom  had  no  apparent  injuries — 
received  $1  million  or  more  each. 

Beyond  these,  corporate  lawyers  are 
equally  wary  of  the  state  courts  of 
California,  as  well  as  its  U.S.  District 


Hausnef  v™  Yob  Tin 


II.  Lee  Sarokin,  57,  U.S.  District  Judge, 
District  Court  for  New  Jersey 
Shocked  firms  by  ruling  that  traditional 
practice  of  laying  off  most  recently  hired 
workers  discriminated  against  minorities 
and  women.  Justice  Department  official 
termed  decision  "bizarre  reading  of  the 
Constitution."  hater  forced  to  reverse 
himself  in  light  of  a  conflicting  ruling  by 
U.S.  Supreme  Court. 


:han  others,  and  so  certain  jurisdic- 
ions  are  riskier  places  to  do  business. 
When  Forbes  contacted  250  of  Amer- 
ca's  largest  corporations  to  ask  their 
general  counsels  to  name  the  judges 
:hey'd  least  like  to  appear  before,  only 
i  fraction  would  comment  on  the  rec- 
3rd.  But  some  names  came  up  repeat- 
idly,  and  geographic  trends  emerged 
is  well.  The  patterns  were  not  re- 
stricted to  the  state  or  federal  bench — 
Doth  came  up  frequently. 

Among  the  courts  corporate  law- 
yers most  seek  to  avoid: 

•  The  New  Jersey  Supreme  Court, 
where  the  Johns-Manville  trial  led  to 
i  spate  of  cases  for  toxic  torts,  even 
when  the  firms  involved  didn't  neces- 
sarily know  they  were  causing  harm. 

•The  Massachusetts  Supreme  Judi- 
cial Court,  where  a  recent  decision 
struck  down  the  "learned  interme- 
diary" defense.  That  defense  states 
that  doctors,  not  drug  companies,  are 
responsible  for  warning  patients 
about  a  drug's  possible  side  effects. 

•  The  Supreme  Court  of  Ohio, 
which  has  allowed  employees  to  col- 
lect directly  from  companies  on 
workplace  accidents — in  addition  to 
workers'  compensation.  Such  injuries 


Courts  for  the  Central  and  Northern 
districts  and  the  Ninth  Circuit  Court 
of  Appeals.  Why?  These  are  the  courts 
where  the  emerging  new  doctrines  of 
product  liability  law  first  took  shape, 
and  moved  further  and  faster  than 
anywhere  else. 

Add  the  Texas  Supreme  Court  and 
the  trial  courts  of  Matagorda  County, 
Tex.  and  two  other  nearby  venues, 
known  for  multimillion-dollar  dam- 
ages to  plaintiffs  (see  box),  and  Ameri- 
ca is  left  with  a  patchwork  of  risky 
jurisdictions  that  adds  a  level  of  anal- 
ysis to  decisions  regarding  where  and 
how  a  company  should  open  an  office 
or  sell  a  product. 


But  aren't  softheaded  juries  at  fault 
for  most  of  these  excesses?  Not  en- 
tirely, because  it  should  be  the  duty  of 
a  judge  to  prevent  cases  from  coming 
before  a  jury  when  there  is  no  clear 
question  of  fact  involved.  And  many 
judges  fail  to  fulfill  their  obligation  to 
reduce  excessive  jury  awards. 

Attacking  the  jury  system  is  like 
hitting  Betsy  Ross  in  the  face  with  a 
pie,  but  one  simple  fact  is  beyond 
dispute:  When  six  or  a  dozen  people — 
secretaries,  retirees,  a  couple  of 
white-collar  workers — are  given  the 
opportunity  to  help  some  poor  soul 
who  hobbles  in  on  crutches,  at  the 
expense  of  a  faceless  corporation,  the 
company  hasn't  much  of  a  chance — 
no  matter  how  good  its  defense. 

Not  true?  Then  ask  Sears,  Roebuck 
&.  Co.,  which  lost  a  million-dollar 
judgment  to  a  man  who  claimed  his 
heart  attack  was  caused  by  a  too- 
tough  starter  cord  on  his  lawn  mower. 
Or  ask  Ford  Motor,  which  lost  a  $1.5 
million  jury  decision  to  the  estate  of  a 
woman  who  was  killed  when  her  car 
hit  a  horse,  causing  it  to  jump  through 
the  roof  of  her  1980  Ford  Pinto. 

In  an  earlier  time,  judges  would 
probably  have  thrown  such  cases  out 
of  court.  How  does  one  horse-proof 
the  roof  of  a  compact  car?  But  summa- 
ry judgments  are  hard  to  come  by, 
even  where  the  case  seems  ridiculous 
on  its  face.  Trial  judges  don't  want  to 
risk  being  overturned  on  appeal, 
where  higher  judges  may  rule  that  a 
finding  of  law  should  have  been  treat- 
ed as  an  issue  of  fact  and  submitted  to 
the  jury.  Easier  for  them  simply  to 
pass  the  case  to  a  jury.  Says  Richard 
Duesenberg,  general  counsel  for  Mon- 


Rose  Bird,  49,  Chief  Justice, 

California  Supreme  Court 

Most  memorable  opinion:  An  intoxicated 
driver  runs  off  road  into  phone  booth, 

hurting  man  inside  booth.  Judge  holds 

phone  company  liable,  citing  "the  proba- 
ble availability  of  insurance  for  these 

types  of  accidents."  Labeled 

"antibusiness"  by  Governor  George 

Deukmejian.  Running  for  reelection  in 

November;  behind  in  polls. 
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santo,  a  company  that  faces  more 
than  1,200  lawsuits  at  any  one  time, 
"When  judges  think  a  case  has  not 
been  proved,  they  simply  pass  the 
buck  to  the  jury." 

Result?  At  least  90%  of  all  corpo- 
rate litigation  is  settled  out  of  court 
by  firms  willing  to  pay  a  frivolous 
claim  to  avoid  years  of  legal  fees  and 
the  possibility  of  eventually  being  or- 
dered to  pay  a  whole  lot  more. 

Sometimes  even  the  shadow  of  a 
jury  trial  can  do  damage.  Chief  Judge 


works.  Senator  John  Danforth 
(R-Mo.)  has  drafted  a  bill  to  create  a 
federal  code  in  product  liability  suits 
that  would  make  it  more  difficult  for 
plaintiffs  to  win  these  cases.  In  years 
past  such  legislation  has  not  been  suc- 
cessful. But  groups  like  the  National 
Association  of  Manufacturers  and  the 
U.S.  Chamber  of  Commerce  have 
identified  problems  in  the  tort  system 
as  one  of  their  prime  concerns.  With 
that  kind  of  backing,  passage  of  some 
sort  of  legislation  should  be  easier. 


i  Newsphou 


Jack  Tanner;  67,  U.S.  District  Judge, 
Western  District  Court  for  Washington 
Described  in  "Almanac  of  the  Federal 
Judiciary"  (LawLetters  Inc.)  as  "rude," 
"very  pro-plaintiff"  and  "capricious." 
Best  known/or  landmark  case  on  compa- 
rable worth — later  overturned.  Also 
awarded  what  may  be  largest  personal 
injury  judgment  in  state  history,  accord- 
ing to  the  Seattle  Times:  $11.7  million  for 
injuries  to  newborn  during  delivery. 


Jack  Wcinstein  of  the  U.S.  District 
Court  for  the  Eastern  District  of  New 
York  never  found  any  connection  be- 
tween dioxin  and  physical  disabilities 
experienced  by  Vietnam  War  veter- 
ans. Yet  he  pushed  through  a  $180 
million  settlement  against  Monsanto 
and  six  other  chemical  companies  in 
the  Agent  Orange  case.  The  compa- 
nies settled,  knowing  full  well  that  a 
jury  trial  could  have  resulted  in  a 
judgment  running  to  the  billions. 

As  the  litigation  problem  continues 
to  put  a  mounting  burden  on  Ameri- 
can society,  there  are,  thankfully, 
some  hopeful  signs.  Some  badly  need- 
ed tort  law  reforms  may  be  in  the 


Meanwhile,  more  and  more  firms 
are  turning  to  so-called  ADR,  for  al- 
ternative dispute  resolution.  Says 
James  Henry,  head  of  the  Center  for 
Public  Resources,  a  nonprofit  group 
set  up  to  advance  alternatives  to  the 
courts,  "The  potential  of  ADR  is  that 
you  can  seek  out  and  appoint  the  best 
possible  person  in  the  country  to  deal 
with  a  given  kind  of  dispute,  versus 
the  crapshoot  of  the  courts." 

ADR  can  take  any  number  of  forms, 
from  traditional  arbitration  familiar 
in  labor-management  disputes,  to  so- 
lutions such  as  an  asbestos  claims 
facility  set  up  under  the  direction  of 
Yale  Professor  Harry  Wellington. 


ADR  experts  point  to  mini-trials 
one  of  the  best  hopes.  Texaco  a 
Borden  had  battled  for  years  over 
$200  million  antitrust  and  breach  d 
contract  dispute.  At  last  the  compa 
nies  turned  to  a  mini-trial,  whicl 
took  a  couple  of  weeks  to  set  up  am 
one  day  to  conduct. 

It  all  goes  back  to  the  1930s  whei 
the  crusty,  conservative  Suprem 
Court  sought  to  annul  Franklin  E 
Roosevelt's  social  reforms.  The  resul 
was  a  backlash  in  favor  of  more  social 
ly  progressive  courts,  a  backlash  tha 
affected  the  entire  judiciary.  In  tha 
case,  the  court  sought  to  undo  the  wil 
of  Congress.  At  present,  some  of  th 
courts  seem  all  too  anxious  to  go  wel 
beyond  the  intent  of  state  and  federa 
legislatures.  With  a  more  conserva 
tive  federal  government  now  appoint 
ing  more  conservative  judges,  the 
pendulum  has  begun  to  swing  bad- 
toward  the  center. 

To  be  sure,  many  people  woulc 
agree  with  some  of  this  judicial  activ 
ism.  Take  the  recent  Maryland  Couri 
of  Appeals  handgun  case.  The  court 
in  a  decision  written  by  Judge  John  C 
Eldridge,  stated  that  "the  manufactur 
er  or  marketer  of  a  Saturday  nighi 
special  knows  or  ought  to  know  thai 
he  is  making  or  selling  a  product  pnn 
cipally  to  be  used  in  criminal  activi 
ty."  As  such,  the  court  ruled,  manu 
facturers   and   marketers   of  these 
handguns  can  be  held  liable  when 
damage  is  done  with  them.  But  how 
ever  socially  desirable  that  verdict 
may  have  been,  it  has  implications 
that  can  only  be  dangerous  for  a  soci 
ety  where  law  is  supposed  to  be  made 
by  elected  legislators  and  not  by 
courts.  ■ 


Where  plaintiffs  rule 


Defense  attorneys  are  terrified  of  Matagorda  County, 
Tex.  This  small  (pop.  38,000)  blue-collar  county 
near  Houston  and  two  other  counties,  Brazoria  (pop. 
170,000)  and  Jefferson  (pop.  251,000),  have  been  the 
scene  of  some  of  the  largest  judgments  in  personal 
miury  history.  Says  one  Forbes  500  general  counsel: 
"We'd  be  happier  if  that  area  was  given  back  to  Spain." 

Listen  to  the  case  of  "Super  Bull,"  a  prize  breeding 
animal  that  was  accidentally  killed  by  workers  who 
sprayed  it  with  a  pesticide.  The  chemical,  manufac- 
tured by  Diamond  Shamrock,  was  labeled  as  dangerous, 
but  the  workers  using  it  could  not  read  English.  The 
judgment  against  Diamond  Shamrock:  $1.5  million  in 
compensatory  damages  and  $7  million  in  punitive  dam- 
ages. For  a  bull. 

In  anothei  Matagorda  case,  a  75-year-old  welder  died 
of  a  heart  attack  after  falling  in  a  restaurant  and  badly 
hurting  his  head.  The  fall  took  place  more  than  five 
months  after  he  had  been  severely  burned  in  his  job 


with  Getty  Oil  when  a  barrel  of  solvent  exploded.  The 
court  awarded  his  widow  $3.7  million  in  compensatory 
damages  against  Getty — and  $24,999,999  in  punitive 
damages,  apparently  buying  the  argument  that  the 
heart  attack  was  caused  by  stress  from  the  burns. 

Local  judges  could  reduce  these  huge  sums.  But  they 
don't.  Why?  Perhaps  because  judges  in  Texas  are  elect- 
ed officials,  and  to  keep  being  elected,  it  is  helpful  to 
stay  pro-plaintiff.  Also  there  is  talk  that  plaintiff  trial 
lawyers  annually  pour  huge  sums  into  the  judges'  cam- 
paign coffers,  and  the  population  of  Jefferson,  Matagor- 
da and  Brazoria  counties  is  made  up  largely  of  union 
workers,  many  of  whom  work  in  area  refineries.  The 
same  people  who  elect  the  judges  are  the  ones  who  give 
out  the  jury  awards  in  the  first  place.  "Those  people 
have  no  sympathy  for  the  insurance  industry  or  big 
companies,"  according  to  one  local  attorney.  "They 
don't  view  it  as  hurting  themselves  economically  when 
they  give  someone  a  large  sum  of  money." — R.G. 
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"To  the  Orient, 
the  facts  speak  for 
themselves." 


"Based  on  nonstop  service  from  gateway  cities.  Includes  10.000-mile  Northwest  Orient  round  trip  bonus.  "Based  on  CAB  inlormation  lor  1984, 

L  Experience  wins.  And  Northwest  Orient  has 

more  experience  than  any  other  Pacific  carrier.  Even  more 
&       than  Japan  Air  Lines. 
m  That  means  superior  service  to  Tokyo,  Osaka, 

Hong  Kong,  Taipei,  Seoul,  Okinawa,  Shanghai,  Guam,  Manila 
and  Kuala  Lumpur. 

Northwest  Orient  has  the  fastest  free  travel  plan  to  the 
1 1  Orient.  And  superb  First  Class  and  Executive  Class  service. 
1 1  For  reservations,  call  your  travel  agent,  corporate 

travel  department  or  Northwest  Orient:. 
(800)447-4747 


People  who  know... go 

NORTHWEST  ORIENT 


I 


"A  telecommunications 


Now  your  telecommunications  system 
doesn't  have  to  change  every  time  your 
company's  needs  change. 

GTE's  Omni  system  grows  right  along 
with  you.  Usually  by  simply  reprogram- 
ming  it. 

Omni  is  a  modular  system  that  allows 
you  to  easily  add  more  capacity  and  fea- 
tures if  the  need  arises.  So  you  can  have 
the  very  latest  telecommunications  capa- 
bilities—both voice  and  data. 

And  Omni  utilizes  the  most  advanced 
digital  technology.  "Packet  switching," 
for  example,  provides  the  highest  levels 
of  data  accuracy  without  compromising 
voice  capabilities. 

Best  of  all,  Omni  can  usually  be  in- 
stalled using  existing  telephone  wiring. 

So,  you  see,  thanks  to  GTE's  Omni 
your  company  can  now  afford  to  think 
big.  No  matter  what  size  it  is. 


Call  1  800  GEE-NO-GTE 


Taxing  Matters 


The  IRS  has  fear— yours — working  for  it. 
And  for  good  reason,  considering  the  pen- 
alties for  sins  of  omission  and  commission. 

The  Raskolnikov 
syndrome 


By  Laura  Saunders 


Raskolnikov  fell  back  exhausted  on 
his  sofa,  but  he  could  not  close  his 
eyes  again;  he  lay  there  for  half  an 
hour,  in  the  grip  of  such  anguish, 
such  an  intolerable feeling  of  limit- 
less terror,  as  he  had  never  before 
experienced. 

— Crime  and  Punishment 

Call  it  the  Raskolnikov  syndrome. 
You  "forgot"  to  report  some  overseas 
dividends  a  few  tax  years  ago.  Or  may- 
be you  "overlooked"  a  stock 
split  that  halved  the  cost  basis 
of  a  security  holding.  Little 
things,  perhaps.  The  Trea- 
sury's agents  haven't  cracked 
the  case.  Yet.  The  statistics 
say  that  there's  one  chance  in 
a  hundred  they'll  find  it.  But 
you  broke  the  law,  and  the 
compound  interest  clock  is 
ticking.  You  silently  twist  in 
the  knowledge  of  your  crime, 
terrified  the  "oversight"  will 
come  to  the  surface.  You  read 
that  Congress  recently  ap- 
proved a  plan  to  hire  7,500 
more  IRS  auditors  over  the 
next  three  years,  starting  in 
October,  and  twist  some  more. 

Oh,  for  the  balm  of  confes- 
sion! It's  easy  enough.  Simply 
file  an  amended  return — Form 
1040X  for  individuals,  1120X 
for  corporations — for  the  year 
in  question,  and  pay  the  mon- 
ey you  owe.  With  interest,  of 
course.  And  probably  penal- 
ties. And  maybe  worse.  Is  con- 
fession under  the  circum- 
stances, really  wise? 


The  costs  for  cleaning  a  conscience 
are  getting  higher.  "The  IRS'  recent 
actions,"  notes  Gerald  Portney,  a  for- 
mer top  IRS  official,  now  a  partner  at 
Peat  Marwick,  "indicate  that  you 
may  get  hit  with  penalties  even 
though  you  come  to  them." 

Suppose  you  owned  two  houses, 
one  of  which  cost  $100,000  and  is 
rented  out.  On  the  rental,  you  deduct- 
ed $30,000  worth  of  depreciation, 
which  reduced  the  cost  basis  to 
$70,000.  In  1982  you  sold  the  rental 
for  $150,000.  Properly,  you  should 


aft 


have  reported  a  capital  gain  of  $80,000 
and,  assuming  a  top  bracket,  paid  a 
tax  on  that  gain  of  $16,000. 

But,  well,  it  was  a  residential  prop- 
erty. No  capital  gains  taxes  on  person- 
al residences  if  the  proceeds  are  rolled 
over.  You  take  a  chance  that  no  one 
will  ever  know  that  the  house  you 
sold  wasn't  really  your  personal  resi- 
dence, and  you  don't  report  the 
$80,000  capital  gain. 

Four  years  later,  feeling  like  Raskol- 
nikov, you  want  to  confess.  At  the 
very  least  you  will  owe  the  additional 
tax  ($16,000),  plus  interest  com- 
pounded daily  from  the  date  the  re- 
turn was  due.  That  would  come  to 
another  $6,500. 

At  this  point  the  money  you  might 
have  made  by  investing  the  unpaid 
tax  would  offset  much  of  the  interest 
charge.  But  the  IRS  has  broad  discre- 
tion to  add  an  array  of  penalties  to  the 
bill  (see  box,  p.  72).  In  this  example,  the 
taxpayer  might  well  have  been  hit 
with  the  negligence  penalty  and  the 
substantial  understatement  penalty. 
These  would  have  inflated  the  cost  of 
the  confession  to  $28,000 — not  in- 
cluding interest  on  the  penalties. 

The  IRS  can  forgo  some  penalties  if 
it  so  wishes.  Taxpayers  confessing  for 
the  first  time  can  sometimes  escape 
them.  But  the  trick,  says  Peat  Mar- 
wick's  Portney,  is  to  lay  your  excuses 
on  the  table  when  you  confess, 
not  afterwards. 

"It's  much  harder  to  get  a 
penalty  removed  once  it's 
there,"  Portney  explains,  "so  if 
you  have  a  good  reason,  put  it 
in  a  sworn  affidavit  and  attach 
it  to  the  amended  return." 
Whatever  you  do,  don't  make 
any  mistakes,  honest  or  other- 
wise, on  an  amended  return. 
Otherwise  the  IRS  will  be 
even  less  likely  to  believe  you. 

The  alternative  to  coming 
clean  is  to  hope  the  skeletons 
stay  in  the  closet  for  at  least 
three  years  from  when  the  re- 
turn is  due,  or  two  years  from 
the  date  of  the  tax  payment, 
whichever  is  later.  That's  how 
long  the  statute  of  limitations 
usually  runs.  Usually.  But  if 
what  you  didn't  report  exceeds 
25%  of  what  you  did  report, 
the  taxmen  have  six  years  to 
catch  you.  If  you  commit 
fraud,  they  have  forever. 

On  the  surface,  your 
chances  of  winning  the  audit 
lottery  appear  to  be  better  than 


Raphael  &  Boiognese 
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DODGE  LANCER 

5  50  PROTECTION.  STANDARD. 


WE  HID  A 
SPORTS  CAR 


Forget  everything  you've 
previously  believed  about 
sedans:  Big  on  the  outside.  , 
Soft  on  the  inside.  And  never 
ending  stops  at  the  pump.  No 
more.  Because  the  sedan  has 
changed . . .  into  a  sophis- 
ticated, street-wise  performer 
named  Dodge  Lancer. 

Lancer  was  designed  with 
a  new  regard  for  the  fun  of 
the  road.  And  a  disregard  for 
the  commonly  held  notion 
that  performance  precludes 
practicality. 

First,  the  fun. 

Lancer  ES.  Seating:  Deep 
reclining  buckets  with  lateral 
support.  Instrumentation: 


MV  Tach,  graphic  mes- 
^^■^  sage  center,  gauge 
alerts,  you  name  it.  Radio: 
AM  stereo/FM  stereo,  stan- 
dard. Handling:  Front-wheel 
drive,  precision  balanced  sport 
suspension,  and  quick-ratio 
power  steering.  Power:  Dodge's 
renowned  2.2  liter  EFI 
engine,  standard.  Dodge's  ; 
brand  new  2.5  liter  EFI  engine, 
optional.  Even  more  power: 
Available  Turbo  Sport  Package— 
it  can  get  you  from  zero  to 
fifty  in  a  brisk  5.7  seconds. 
As  for  practicality... 
Room:  Seating  for  five.  Or 
seating  for  two  plus  42  cubic 
feet  of  cargo  room  compli- 
ments of  a  rear  lift-  •  _________ 

back  and  split  folding  ^^^^ 
rear  seats.  EPA  MPG: 
35  est.  highway  mpg  |Mv 
and  25  est.  city  mpg. 
Warranty:  5  year/  DocldO 
50,000  mile  Protec-  ""' 


tion  Plan,  standard* 
Price:  From  $9,426;  as 
shown,  $11,440.** 

Compare  Lancer  to  other 
sedans  that  promise  practical- 
ity and  performance.  Lancer 
offers  more  overall  room, 
better  standard  highway  mile- 
age, and  a  longer  warranty  than 
Mazda  626,  Honda  Accord,  or 
Pontiac  6000.  Plus,  Lancer 
offers  more  turbo  power  than 
Mazda  626  — an  option  the 
other  two  don't  even  offer. 

Dodge  Lancer.  The  practical 
sedan  with  the  heart  of  a 
:./■:#:    sports  car  Buy  or 
^    '  lease*  one  at  your 
5      Dodge  dealer.  After 
W    i  all,  how  often  do  you 
*     :  get  a  chance  to  buy 
no    or  lease  two  cars  for 
-*       the  price  of  one? 


CHRYSLER  CORPORATION 


AN  AMERICAN 
REVOLUTION 


•  Whichever  comes  first.  Limited  warranty  on  powertrain  and  outer  body  rust  through.  Restrictions,  apply,  f  xcludcs 
leases.  See  copy  at  dealer.  "Sticker  prices  exclude  tax  and  destination  charges.  Lancer  ES  shown  includes 
turbo  package  and  lb"  cast  aluminum  wheels/ performance  tires. 

BUCKLE  UP  FOR  SAFETY: 


THERE  ARE  HOTELS. 
AND  THERE  IS  HYATT 


"1l  should  be  designed  with 
only  one  thing  in  mind.  You. 

Have  you  ever  been  to  a 
hotel  where  the  concierge 
knew  what  you  wanted  almost 
before  you  asked? 

Where  the  waiter  could 
see  you  longing  for  the  choco- 
late mousse  and  brought  , 


you  a  taste  before  you  could 
even  order  it? 

Where  the  bellman  made 
a  point  to  take  care  of  all  your 
special  needs  when  he  took 
you  up  to  your  room? 

If  not,  maybe  you  haven't 
stayed  at  Hyatt  lately 

We  take  pride  in  the  idea 


Thinking  of  you". 


that  our  people  do  something 
extraordinary  nowadays. 

They  think  before  you  speak. 

They're  people  w  ho  antici- 
pate rather  than  react. Who  take 
the  initiative  instead  of  having 
to  be  told. 

So  w  hy  stay  at  just  any 
hotel  w  hen  you  can  stay  at  one 
that's  always  thinking  of  you? 

For  resen  ations,  tall  your  travel  planner 
or 800 228  9000 


\  jyatt  Regency  Dallas 
lyatt  Regency  Chicago 


Hyatt  Regency  Los  Angeles 
Hyatt  on  Union  Square  (ST) 


Hyatt  Regency  Phoenix 
Hyatt  Regency  Long  Beach 


Crimes  and  punishments 


Iike  a  medieval  inquisitor,  the  IRS  has  many  tools  to 
I  choose  from  w!  >.  a  it  wishes  to  punish  an  errant 
taxpayer.  I  rive  years  Congress  has  added  over 

50  penalt;  to  » he  kit.  With  some  offenses,  such  as  the 
failure  crest  and  dividends,  the  presump- 

tion o  guilt  is  so  great  that  penalties  are 

almost  always  assessed.  Nor  do  taxmen  hesitate  to 
apply  multiple  penalties  and  then  charge  interest  on 
them.  Thus  penalties  and  interest  often  exceed  the  tax 
owed.  Here  are  some  of  the  more  important  penalties. 
Civil  penalties:  Failure  to  file:  5%  of  tax  due,  per 
month,  up  to  5  months. 

Failure  to  pay  tax,  or  failure  to  pay  deficiency:  0.5% 
of  tax  due  per  month,  up  to  50  months. 

Negligence  or  intentional  disregard  of  regulations: 
5%  of  deficiency  plus  50%  of  the  interest  accrued  on 
the  deficiency. 

Failure  to  include  reported  interest  or  dividend  pay- 
ments: 5%  of  deficiency  plus  50%  of  the  interest  ac- 


crued on  the  deficiency. 

Payment  with  bad  check:  1  %  of  check  ($5  minimum). 

Valuation  overstatement  of  charitable  contribution:  If 
underpayment  is  $  1 ,000  or  more,  30%  of  underpayment. 

Individual  or  corporate  underpayment  of  estimated 
tax:  Interest  equals  120%  of  the  normal  rate  (now  10% ). 

Interest  on  substantial  underpayments  attributable 
to  tax-motivated  (i.e.,  tax  shelter)  transaction:  interest 
rate  equals  120%  of  normal  rate. 
Criminal  penalties:  Failure  to  file  return,  supply  infor- 
mation or  pay  tax:  $25,000  ($100,000  for  corporations) 
and  1  year  in  prison,  plus  prosecution  costs. 

Failure  to  collect,  account  for  or  pay  tax:  $10,000  and 
5  years,  plus  costs. 

Fraud  and  false  statements:  $100,000  ($500,000  for 
corporations)  and  3  years,  plus  costs. 

Attempt  to  defeat  or  evade  tax:  $100,000  ($500,000 
for  corporations)  and  5  years  in  prison,  plus  costs. 

Source:  Peat,  Marwick,  Mitchell  &  Co 


ever.  The  IRS  now  audits  just  over  1% 
of  all  returns,  about  half  what  it  did 
ten  years  ago  and  far  below  the  5%  it 
examined  in  the  early  Sixties.  But  ap- 
pearances are  deceiving.  Returns  are 
selected  for  possible  audit  by  a  com- 
puter using  the  infamous  and  top-se- 
cret DIF  (discriminant  function)  sys- 
tem. It  uses  a  myriad  of  comparisons 
and  ratios  to  select  the  returns  most 
likely  to  change  on  audit.  High-in- 
come taxpayers  are  much  more  at  risk 
here  than  low  earners. 

Taxpayers  who  think  the  govern- 
ment's agents  might  be  on  to  them, 
but  aren't  sure,  sometimes  file 
amended  returns  in  hopes  of  lowering 
the  penalties.  But  don't  count  on 
much  goodwill.  In  1984  the  Supreme 
Court  ruled  that  amended  returns 
filed  by  Ernest  Badaracco,  a  New  Jer- 
sey contractor,  while  a  grand  jury  was 
investigating  him  for  tax  evasion 
didn't  lessen  his  guilt. 

Remember,  too,  that  at  some  point 
ignorance  becomes  negligence  and 
negligence  becomes  fraud.  That  point 
depends  on  such  issues  as  the  amount 
of  tax  involved  and  whether  the  IRS 
thinks  it  can  prove  intent.  Patterns 
weigh  heavily.  IRS  severity  also  may 
increase  with  the  degree  of  publicity 
the  case  might  attract. 

One  thing  is  certain.  If  the  taxmen 
are  building  a  criminal  case,  an  inves- 
tigator must  flash  a  badge  and  warn 
you  of  your  rights.  If  this  ever  hap- 
pens, counsels  New  Jersey  CPA 
Douglas  Stives,  "Excuse  yourself  and 
call  a  lawyer."  Lawyers  can  claim  at- 
torney-client privilege.  CPAs  cannot. 

What  of  the  talk  that  Congress  may 
approve  one  of  the  13  bills  in  the 
hopper  proposing  a  fed>  ral  tax  amnes- 
ty, along  the  lines  of  the  California 


and  New  York  State  amnesties?  Most 
of  the  bills  would  forgo  penalties  and 
require  only  tax  plus  interest. 

Don't  hold  your  breath.  While  some 
lawmakers  claim  a  federal  amnesty 
would  raise  $8  billion,  more  realistic 
assessments  put  the  take  at  $2  billion. 
That  might  not  be  adequate  to  offset 
such  drawbacks  as  resentment  from 
honest  taxpayers  and  the  public's  ten- 


dency to  expect  a  second  amnesty. 

In  short,  there  is  no  easy  course  for 
taxpayers  wishing  to  cleanse  their 
consciences.  But  what  else  is  new? 

A  dark  and  tormenting  idea  was  begin- 
ning to  rear  in  his  head. . . .  Perhaps  what 
he  was  doing  was  not  at  all  what  ought  to 
be  done.  .  .  "My  God,  my  God,  I  must 
run!" he  muttered. ...  M 


Numbers  Game 


Intelligent  investors  increasingly  are  using 
cash  flow  to  value  companies.  That,  unfor- 
tunately, is  easier  said  than  done. 


Confusing  flows 
the  cash  flow 


By  Franceses  L  timer 


In  the  summer  of  1984  Saul  Stein- 
berg was  buying  Disney  Produc- 
tions stock  at  $60  a  share  ($15  a 
share,  adjusting  for  the  recent  split).  A 
few  weeks  later  the  Bass  brothers' 
group  paid  even  more.  Yet  Disney's 
reported  earnings  at  the  time  were 
less  than  $1  a  share. 


Why  do  smart  investors — the 
Basses  have  made  nearly  a  half-billion 
dollars  on  their  Disney  investment — 
pay  such  high  earnings  multiples?  Be- 
cause they  know  that  cash  flow,  not 
reported  earnings,  is  the  number  that 
really  matters.  It's  cash  flow  that  ser- 
vices debt,  pays  dividends,  maintains 
and  expands  plant  and  equipment. 
When  Steinberg  bought  Disney  at  60, 
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Fine  Quality 
Solid.  And  Swiss. 


We're  American.  In  everyway.  Contemporary. 
Innovative.  Productive. 

But  our  Swiss  heritage  makes  us  sticklers  for 
quality.  Sticklers  fordoing  things  right. 

State-of-the-art  ideas  tempered  by  old  world 
standards. 

Good  reasons  why  you  should  have  an 
American  organization  of  Swiss  descent  protecting 
yourvalued  business. 


Good  reasons  to  choose  Zurich-American 
Insurance  Companies. 

We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  for  sound  business 
insurance  advice.  Vast  technical  expertise.  And  the 
financial  strength  to  protect  your  enterprise. 

You'll  find  we  speak  plain  English.  But  if  you  listen 
closely,  you'll  hear  our  Swiss  accent  on  quality. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH- AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  »  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg.  IL  60196 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


he  was  paying  less  than  six  times  the 
company's  cash  flow  at  the  time. 

What,  exactly,  is  cash  flow?  The 
answer,  we  regret  to  report,  is  any- 
thing but  clear — to  accountants  as 
well  as  investors.  "At  this  point," 
says  Norman  Strauss,  Ernst  &  Whin- 
ney  partner,  "cash  flow  is  whatever  it 
is  in  the  eyes  of  the  company  issuing 
the  information." 

Consider  Celanese  Corp.,  the  big 
chemical  company  that  is  years  ahead 
of  most  firms  in  its  cash  flow  report- 
ing. According  to  our  handy  Value 
Line,  Celanese 's  cash  flow  ran  around 
$415  million  last  year,  $35  a  share. 

Or  did  it?  Flip  to  page  27  of  Cela- 
nese's  1985  annual  report,  just  out. 
That's  where  Celanese's  Statement  of 
Changes  of  Financial  Position  is  to  be 
found.  For  1985  the  company  reported 
"net  funds  from  operations" — which 
most  accountants  agree  is  the  mea- 
sure of  cash  flow — of  $449  million. 
That's  $34  million  more  than  the  Val- 
ue Line  number. 

Why  the  discrepancy?  It's  a  matter 
of  definition. 

The  classical  way  to  calculate  cash 
flow  is  to  take  reported  net  income 
and  add  noncash  charges — mainly  de- 
preciation, amortization  and  deferred 
taxes.  Plugging  in  Celanese's  figures 
produces  "cash  flow"  of  $332  million. 

Now  look  at  how  Celanese  calcu- 


lates its  "net  funds  from  operations" 
figure.  Celanese  holds  that  increases 
in  inventories  and  accounts  receiv- 
able reduce  a  company's  cash  flow. 
That's  reasonable.  Inventories  aren't 
cash — they're  goods  waiting  to  be 
turned  into  cash.  Likewise  with  ac- 
counts receivable.  On  the  other  hand, 
Celanese  shows  an  increase  in  ac- 
counts payable  as  enhancing  cash 


That's  quite  a  cashflow 
range  for  one  company. 
What  is  the  SEC  doing  to 
clear  up  the  confusion? 
Nothing. 

flow.  After  all,  money  not  paid  out  is 
money  in  hand. 

Now  we're  getting  somewhere.  To 
get  at  cash  flow,  Celanese  in  effect 
uses  the  classical  "cash  flow"  figure 
(the  $332  million),  then  adjusts  it  for 
changes  in  working  capital  accounts. 
Accounts  receivable  fell  by  $38  mil- 
lion— more  cash  in  hand — so  it  added 
that.  Inventories  fell  by  $27  million; 
that,  too,  was  added.  Accounts  pay- 
able rose  $45  million,  also  added.  A 
decrease  in  prepaid  expenses  added 
another  $7  million.  Cash  flow  a  la 
Celanese:  $449  million. 

If  all  this  seems  bewildering,  you're 


not  alone.  Listen  to  Oppenheimer  &. 
Co.'s  Norman  Weinger  and  Michael 
Metz.  "While  the  use  of  cash  flow 
analysis  has  gained  greater  currency," 
they  write,  "what  exactly  is  meant  by 
cash  flow  has  become  progressively 
more  clouded." 

Weinger  says  there  are  four  basic 
definitions  for  cash  flow.  Definition  I 
is  the  classical  one:  net  income,  plus 
depreciation,  amortization  and  de- 
ferred taxes.  Using  Celanese's  figures, 
Definition  I  results  in  cash  flow  of 
$332  million. 

Definition  II  is  net  income,  plus 
depreciation  and  deferred  taxes,  less 
all  capital  spending.  Using  Definition 
n,  cash  flow  for  Celanese  last  year  was 
$173  million. 

Under  Definition  III  the  $173  mil- 
lion result  from  Definition  II  is  adjust- 
ed for  changes  in  working  capital 
components.  Definition  III  puts  Cel- 
anese's cash  flow  at  $283  million  last 
year.  Add  to  that  total  capital  spend-  [ 
ing,  plus  some  prepaid  expenses,  and 
you  get  Celanese's  $449  million. 

Finally,  says  Weinger,  there  is  Defi- 
nition IV:  pretax  income  (not  net), 
plus  depreciation,  less  maintenance 
capital  expenditures.  Maintenance 
capital?  That's  the  portion  of  capital 
spending  needed  to  maintain  opera- 
tions at  the  current  level.  It's  often  a 
difficult  number  to  calculate,  but  Cel- 
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Chas  B  Sladcman 


anese  breaks  it  out:  It  was 
$85  million  last  year.  For  Ce- 
lanese,  then,  cash  flow  under 
Definition  IV  was  $289  mil- 
lion last  year. 

Weinger  figures  takeover 
types  like  Steinberg  and  the 
Basses  tend  to  use  something 
akin  to  Definition  IV.  He 
says  it  gives  the  clearest  pic- 
ture of  a  company's  cash- 
generating  potential — and 
therefore  how  much  debt  the 
assets  could  support  in  the 
event  some  raider  wanted  to 
take  it  over. 

Note  that  Definition  IV 
doesn't  include  all  those 
changes  in  inventories,  pay- 
ables and  receivables.  Leo- 
pold Bernstein,  professor  of 
accounting  at  Baruch  College 
of  the  City  University  of 
New  York,  doesn't  like  that  exclu- 
sion, on  the  grounds  that  ballooning 
inventories,  for  example,  do  indeed 
detract  from  a  company's  cash  flow. 

Weinger 's  reply:  Of  course  share- 
holders should  consult  the  balance 
sheet  for  changes  in  current  assets  and 
liabilities.  But  they  should  also  re- 
member how  easy  it  is  for  manage- 
ment to  manipulate  inventories, 
payables  and  receivables. 

That's  some  range  of  cash  flows  for 
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one  company,  $173  million  to  $449 
million.  What  is  the  SEC  doing  to 
clear  up  this  confusion?  Nothing. 
"We're  waiting  for  the  FASB's  recom- 
mendations," says  the  SEC's  chief  ac- 
countant, Clarence  Sampson. 

Happily,  the  Financial  Accounting 
Standards  Board  is  doing  something. 
An  exposure  draft  from  the  FASB's 
Cash  Flow  Project  committee  should 
be  out  by  early  summer.  It  will  proba- 
bly require  companies  to  include  in- 


ventory, receivables  and 
payables  changes  in  their 
cash  from  operations  calcula- 
tions— the  way  Baruch's 
Bernstein  suggests  and  Cel- 
anese  does. 

The  FASB  writers  will 
probably  go  further  and  en- 
courage companies  to  dis- 
close sources  and  uses  of 
cash  in  three  key  categories: 
operations,  investments  and 
financial  transactions. 
That's  important.  It  would 
allow  investors  to  see  clear- 
ly, and  consistently,  how 
much  cash  is  coming  in  to 
cover  such  key  cash-eaters  as 
interest  payments  and  divi- 
dend payouts. 

The  FASB  could  require 
companies  to  break  out  their 
maintenance  capital  spend- 
ing— the  number  Oppenheimer's 
Norman  Weinger  argues  is  so  impor- 
tant— as  Celanese  already  does.  But 
the  board  will  probably  stop  short  of 
that,  which  is  too  bad. 

Don't  expect  the  FASB  draft  to  re- 
solve the  debate  over  how  best  to  de- 
fine cash  flow.  But  the  recommenda- 
tions will,  if  implemented,  provide 
shareholders  with  most  of  what  they 
need  to  use  their  definition  of  choice. 
That  would  be  a  giant  step  forward.  ■ 
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The  Up  &  Comers 


Fumbles 


Rent-A-Wreck's  David  Schwartz  had  a 
great  idea.  Too  bad  he  didnt  stick  to  it. 

Would  you  buy  a 
used  car  franchise 
from  these  men? 


By  Lisa  Gabernick 


Y1  ou  might  call  the  decor  in 
David  Schwartz'  office  on  his 
sprawling  used  car  lot  in  West 
Los  Angeles  1960s  up-the-establish- 
ment.  There's  a  Lenny  Bruce  photo- 
graph on  one  wall.  On  another  is  the 
classic  Richard  Nixon  poster  that 
hung  on  countless  dormitory  walls — 


the  one  demanding  "Would  You  Buy  a 
Used  Car  From  This  Man?" 

Schwartz  is  no  kid.  He  was  pushing 
30  when  Lenny  Bruce  died  and  hus- 
tling used  cars  when  Saigon  fell.  Now 
49,  he  is  every  inch  a  small  business- 
man on  the  move.  "It's  the  American 
dream,"  says  Schwartz  of  Rent-A- 
Wreck  of  America,  Inc.,  the  used  car 
rental  business  he  started  in  1969.  "A 


company  that  started  as  a  joke  is  now 
public." 

Public  the  company  may  be,  but  its 
recent  financial  history  still  rates  a 
chuckle.  Rent- A- Wreck  now  has  a 
9,000-car  rental  fleet  deployed  in  350 
franchise  locations  in  45  states.  But 
for  fiscal  1985  (ended  Mar.  31,  1985) 
the  franchisor  netted  a  paltry 
$102,000  (or  7  cents  a  share)  on  reve- 
nues of  $3.4  million.  Going  public  last 
October  got  the  company  out  of  a 
serious  financial  squeeze. 

Schwartz  and  Geoffrey  Nathanson, 
Rent-A-Wreck's  chief  executive,  are 
an  odd  team.  Nathanson,  56,  is  soft- 
spoken  and  dresses  in  pinstripes. 
Schwartz,  the  archetypal  used  car 
salesman,  talks  a  mile  a  minute  and 
favors  T  shirts.  He  got  his  big  idea  in 
1969,  when  a  young  woman  walked 
onto  his  lot  and  asked  to  rent  a  used 
car.  By  the  mid-1970s,  says  Schwartz, 
business  had  grown  too  hot  for  his 
taste.  He  tried  to  cool  it  off  by  giving 
his  operation  its  own  identity.  "I  fig- 
ured 'Rent- A- Wreck'  would  scare  peo- 
ple off,"  Schwartz  recalls. 

The  Hollywood  crowd,  it  turned 
out,  loved  the  reverse  snob  appeal  and 
began  tooling  around  in  Schwartz' 
clunkers.  Groupies  followed  the  ce- 
lebs' lead,  and  pretty  soon  Schwartz' 
rental  business  was  bigger  than  ever. 


Rent-A  Wreck  founder  David  Schwartz 
"It's  the  American  dream.  A  company  that  started  as  a  joke  is  now  public. 
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pure  sports  car  -a  sleek, 
;     ' '  pd  ■  >phisticated  driving  machine. 

i  Supra's  flowing  lines  are  elegantly 
aggressive.  It  is  unmistakably  shaped  for 
.  "     spee'd.  With  a  3.0  liter  twin  cam  24-valve 
engine  that  produces  200  hp  at  6000  rpm, 
.   Supra  has  world-class  sports  car 
acceleration  and  top  speed  figures. 
Supra  rides  on  a  race  inspired,  double 
wishbone,  fully  independent  suspension. 
Specially  developed  Goodyear  Eagle  GT 
tires,  unique  to  Supra,  mount  on  unidirec- 
tional 16"  wheels.  Exceptionally  quick  brak- 
ing is  via  ventilated  discs  on  all  four  wheels. 
The  Supra  dynasty  is  here.  If  total 
performance  is  your  goal,  make  no 
compromises.  Supra  doesn't. 
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Rent-A-Wreck  President  Nathanson 


"I forgot  about  rust  and  potholes. 


In  1977,  after  changing  the  name, 
Schwartz  met  Nathanson,  who  had 
sold  his  pay-television  company  and 
was  casting  about  for  something  to 
do.  Nathanson  looked  at  Rent-A- 
Wreck  and  saw  franchise  potential. 

"I  said,  'Dave,  I'll  put  up  $2,500. 
You  put  up  $2,500,  and  we'll  split  the 
profits,' "  Nathanson  recalls.  "I  fig- 
ured there  was  a  whole  class  of  cus- 
tomers who  needed  rental  cars  but 
who  couldn't  pay  corporate  rates." 

Nathanson  figured  the  franchises 
were  a  natural  for  small  towns  that 
couldn't  support  a  stand-alone  rental 
business,  especially  if  he  could  offer 
supplemental  income  for  established 
local  car  dealers. 

He  was  on  the  money.  Dealers  in 
big  towns  as  well  as  small  ones  went 
for  the  concept,  for  two  reasons. 
When  a  dealer  leases  a  new  car,  there 
is  always  the  risk  that  the  car's  actual 
resale  value  will  fall  short  of  the  resid- 
ual value  specified  in  the  lease;  the 
dealer  must  eat  the  difference  when 
the  car  comes  off  lease.  But  when  he 
rents  a  used  car,  in  contrast,  the  dealer 
can  put  the  car  into  the  rental  pool, 
where  it  generates  income  and  depre- 
ciation until  it's  sold.  Rent-A-Wrecks 
rent  at  $15  to  $20  a  day.  According  to 
Nathanson,  the  average  vehicle  brings 
in  around  $5,000  in  revenues,  exclud- 
ing upkeep,  and  can  be  written  off 
over  three  years. 

Rent-A-Wreck  franchisee  Jerry 
Richardson,  an  Oklahoma  City  Ford 
dealer  who  also  runs  a  40-car  used 
rental  fleet,  explains  the  franchise's 
second  attraction.  "What  do  I  do  if  a 
guy  comes  in  and  wants  a  $4,000 
trade-in  for  his  car,  but  I  can  only  sell 


it  for  $3,000?"  Richardson  asks.  But  if 
Richardson  buys  the  trade-in  to  rent, 
not  sell,  then  "after  two  years  I  have 
no  money  in  it  and  [the  eventual] 
sales  are  gravy.  Meanwhile,  I've  got  a 
guy  in  a  new  car  bringing  me  service 
business." 

Schwartz  and  Nathanson  started 
selling  franchises  in  1980.  Current 
price:  around  $8,000,  depending  on 
location,  plus  monthly  royalties  and 
advertising  fees  of  $20  per  car.  Most 
franchisees  are  car  dealers. 

Unfortunately,  Schwartz  and  Nath- 
anson strayed  from  their  original  idea 
in  1981,  when  they  decided  they 
could  be  both  franchisor  and  franchi- 
see. They  opened  their  first  franchise 
in  nearby  San  Fernando  Valley,  then 
opened  a  second  far  afield  in  Chicago. 
In  1983,  with  a  local  partner,  they 
opened  in  San  Francisco. 

It  was  an  arrogant  blunder  of  the 
first  order.  "Nathanson  saw  Avis 
owning  and  running  far-flung  rental 
operations  and  figured  he  could,  too," 
says  William  Richter,  a  partner  with 
Richter,  Cohen,  the  little  New  York 
City-based  banking  firm  that  under- 
wrote Rent-A-Wreck's  public  offer- 
ing. "Most  of  the  successful  Rent-A- 
Wreck  operators  built  their  business- 
es on  a  local  reputation,"  Richter 
adds,  "but  Nathanson  and  Schwartz 
went  into  Chicago  as  unknowns  and 
proved  inept  at  hiring  managers  who 
could  establish  credibility." 

"I  forgot  about  rust  and  potholes," 
concedes  Nathanson  sheepishly.  That 
oversight  meant  his  cars  in  Chicago 
had  shorter  life  spans,  higher  mainte- 
nance costs  and  generally  more  prob- 
lems than  cars  run  out  of  sunny  Los 
Angeles.  Yet  they  had  to  be  kept  on 
the  road.  Says  Richter:  "The  last  thing 
a  company  called  Rent-A-Wreck 
could  afford  was  cars  that  lived  up  to 
their  name."  In  fiscal  1985  the  three 
Rent-A-Wreck  franchises  owned  by 
Schwartz  and  Nathanson  lost  nearly 
$300,000. 

Schwartz  and  Nathanson  had  set  up 
the  three  franchisees  as  personal  hold- 
ings, to  use  the  tax  losses.  But  to  get 
their  franchises  started,  and  to  fund 
the  ensuing  losses,  they  arranged  for 
Rent-A-Wreck,  all  of  which  they  then 
owned,  to  take  $260,000  in  unsecured 
lines  of  credit.  Schwartz  and  Nathan- 
son guaranteed  the  lines  personally. 
By  March  1985  Nathanson  and 
Schwartz  owed  the  company 
$500,000,  not  counting  the  lines  of 
credit. 

Last  April  the  two  finally  bowed  to 
reality.  They  sold  the  San  Francisco, 
San  Fernando  Valley  and  Chicago 
franchises  to  the  parent  company, 
Rent-A-Wreck,  which  shut  down  the 


Chicago  operation  and  is  consolidat- 
ing the  franchise  in  San  Francisco.  To 
clear  themselves  of  the  debt  they  had 
guaranteed,  they  sold  49%  of  Rent-A- 
Wreck  to  the  public  for  $3  million. 
The  39%  Schwartz  and  Nathanson 
still  control  is  currently  worth  around 
$2.2  million. 

Now  that  its  founders  are  again  de- 
voting most  of  their  time  to  their  orig- 
inal franchising  idea,  and  with  $  1  mil- 
lion in  working  capital  and  no  debt, 
can  Rent-A-Wreck  make  good  on  its 
second  chance?  It  won't  be  easy.  Li- 
ability insurance  rates,  for  example, 
have  more  than  doubled  in  the  last 
year.  Some  Rent-A-Wreck  franchisees 
now  rent  only  to  customers  whose 
own  insurance  policies  cover  rental 
cars.  Others  have  been  forced  to  boost 
rates  to  cover  higher  premiums.  That 
makes  it  harder  to  keep  prices  com- 
petitive with  Ugly  Duckling,  another 
big  used  car  rental  franchisor  (with 
over  400  locations),  as  well  as  mom- 
and-pop  operations. 

"The  company  has  got  to  make  it," 
Schwartz  insists.  "Everyone  knows 
who  we  are — we  have  a  brand  name." 
True,  but  Packard  was  once  a  great 
brand  name,  too. 


The  Up  &  Comers 


France's  Georges  Salomon 
doesn't  speak  Japanese, 
but  you'd  never  know  that 
from  the  way  he  runs  his 
business. 

Apres  le  ski, 
le  golf 


When  does  a  French  businessman 
sound  like  he's  talking  Japanese? 
When  he's  Georges  Salomon,  who 
built  a  small  family  firm,  Salomon 
S.A.,  headquartered  in  alpine  eastern 
France  into  one  of  the  world's  biggest 
names  in  ski  equipment.  Salomon, 
60,  may  look  like  some  bizarre  cross 
between  philosopher  and  ski  bum, 
but  his  message  should  be  listened  to 
by  U.S.  businessmen. 

"Americans  have  a  system  oriented 
toward  figures  and  profitability  fore- 
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casts,"  he  says.  "We're 
much  more  urged  toward 
the  quality  of  the  product. 
If  you  produce  high-quali- 
ty products,  you  end  up 
earning  money.  The  Japa- 
nese, for  example,  are 
much  more  preoccupied 
with  quality  at  the  outset 
of  their  product's  develop- 
ment than  with  total  cost 
price.  Why?  If  you  make 
products  of  high  quality, 
you  sell  plenty  of  them, 
production  becomes  effi- 
cient, cost  comes  down 
and  you've  made  money. 
If  you  talk  money  first, 
you  stand  a  chance  of 
making  bad  products,  you 
don't  sell  very  many,  and 
you  lose  money." 

To  prove  that  this  ap- 
proach works  not  only  in 
Tokyo,  Salomon's  steady 
product  innovation  has 
won  for  him  48%  of  the  world  market 
in  ski  bindings  and  23%  of  the  ski 
boot  market.  This  means  that,  in 
terms  of  revenues,  Salomon  can  claim 
a  quarter  of  the  world's  $1.2  billion 
nonapparel  ski  business,  without  pro- 
ducing a  ski. 

Salomon,  once  a  schoolteacher,  has 
become  a  role  model  for  young  French 
industrialists.  But  unlike  America's 
Lee  Iacocca,  no  government  has  ever 
had  to  bail  him  out.  While  Rossignol, 
the  famous  French  skimaker,  is  hav- 
ing a  flat  year,  Salomon's  estimated 
revenues — and  profit — are  up  30%,  to 
$310  million  (at  the  current  rate  of  7 
francs  to  the  dollar). 

Started  by  Salomon's  father  to 
make  saw  blades  and  ski  edges  in 
1947,  the  company  has  never  had  an 
unprofitable  year  and  now  earns  10% 
profit  after  taxes  (paid  at  roughly  U.S. 
rates).  By  committing  himself  to  im- 
proving product  rather  than  making 
money,  Salomon  has  made  plenty. 
His  42%  of  the  firm,  which  went  pub- 
lic in  1983,  is  worth  $185  million  on 
the  Lyons  exchange.  (Employees  own 
6%.)  Yet  Salomon  still  lives  simply  in 
his  native  Savoy  and  stubbornly 
plows  3%  of  annual  sales  (not  profits) 
into  research.  His  firm  averages  30 
patent  registrations  a  year. 

Salomon's  eyes  glaze  over  when 
you  ask  him  about  numbers.  But  ask 
him  about  "le  produit  nouvel,"  and 
suddenly  the  eyes  sparkle  again.  So, 
what  is  this  new  product? 

Not  the  tennis  rackets  and  surf- 
boards that  have  attracted  other  win- 
ter sports  equipment  makers.  In  a 
move  that  is  either  contrarian  bril- 
liance or  plain  dumb,  in  late  1984 


Vinceni  Lcloup'Colleai/  JB  Pictures 


Salomon's  Georges  Salomon  with  his  new  product 
Are  golf  clubs  open  to  much  innovation? 


Salomon  picked  up  a  faltering  but  in- 
novative U.S.  producer  of  golf  clubs 
named  Taylor  Made,  now  based  in 
Carlsbad,  Calif.  Salomon  paid 
$400,000,  pumped  $4.2  million  into  it 
and  then  started  trimming  the  fat  and 
marketing  hard.  It's  now  moving  out 
of  the  red,  with  revenues  expected  to 
rise  from  $12  million  to  $17  million. 
But  golf?  Hardly  a  dynamic  business. 

Salomon  likes  that.  "I'm  very  afraid 
of  new  markets,"  he  says.  "They  go 
up  very  quickly  and  go  down  very 
quickly  because  everyone  tries  to 
jump  on  the  bandwagon.  We've  suc- 
ceeded very  well  in  this  [type  of]  mar- 
ket, going  into  it  with  the  knowledge" 
that  it's  flat." 

Come  again?  "We  believe  in  creat- 
ing a  new  market  within  an  old  mar- 
ket that's  been  neglected."  He  laughs 
enough  to  show  that,  while  the  prod- 
uct is  the  main  thing,  it's  not  every- 
thing. "What  we  do  is  take  someone 
else's  cash  cow  and  milk  it." 

Can  Salomon  succeed  in  golf  with  a 
company  claiming  3%  of  the  market 
for  clubs?  "They  don't  know  what 
they're  getting  into,"  says  one  U.S. 
golf  trade  analyst.  "Even  Japanese 
companies  can't  get  started  in  the 
U.S.  (golf's  main  market] — and  golf  is 
important  in  Japan."  Maybe,  but 
French  stock  analysts  like  the  move. 
Salomon  is  a  tough  competitor  whose 
specialty  is  stealing  market  share 
from  less  innovative  competitors. 

Despite  Salomon's  gentle  ways,  the 
company  in  1977  signed  an  FTC  con- 
sent decree  arising  from  charges  of 
price-fixing.  Salomon,  moreover,  dis- 
tributes worldwide  through  wholly 
owned  subsidiaries,  even  in  Japan, 


which  is  tough.  Through 
generous  profit  sharing, 
Salomon  has  won  labor  ta 
his  side.  This  summer 
employees  will  pick  up 
2Vi  months'  extra  pay.  In 
fact,  his  1,600-stronj 
work  force  really  doesn't 
make  that  much  ski 
equipment:  To  avoid  lay- 
offs in  a  seasonal  busi- 
ness, subcontractors  man- 
ufacture and  assemble 
most  of  it  on  Salomon-de- 
signed machines. 

This  year  or  next  Tayloi 
Made  employees  will  join 
in  full  profit  sharing,  and 
production  is  already 
farmed  out.  The  parallels 
are  clear. 

Still,  even  Salomon's 
executives  admit  that  the 
golf  club  is  just  a  sticN 
with  a  head  and  grip.  Is 

  there  room  for  innovation 

in  something  so  much  less  complicat- 
ed than  a  ski  binding  or  rear-entry  ski 
boot?  Salomon  notes  that  this  is  exi 
actly  what  was  said  before  he  came 
along  to  put  product  development  be 
fore  short-term  profits,  and — like  ; 
French-speaking  Japanese — made  it 
pay. — Hesh  Rest  in 

The  Up  &  Comers 


Lessons 


A  question  for  trivia  freaksl 
What  well-known  gamel 
company's  likely  sale pricel 
dropped  from  $200  mil- 
lion to  less  than  $100  mil- 
lion within  18  months? 

Not  so  trivial 
problems 


I 


magine  yourself  in  Richard  Sel 
chow's  unenviable  position.  Sel 
chow,  64,  is  the  president,  and  grand 
son  of  the  founder,  of  Selchow  £ 
Righter  Co.  The  company  owns  Triv 
ial  Pursuit,  one  of  the  most  popula 
board  games  in  history,  as  well  a 
such  classics  as  Scrabble  and  Parchee 
si.  In  1984  sales  reached  an  estimatei 
$400  million,  up  from  roughly  $41 
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Krupp  engineering  for  excellence 


Geodetic  surveying 
using  Krupp-built  antennas. 


Setting 
he  drift. 


ie  Earth's  continents  are  con- 
antly  on  the  move.  Radio 
lescopes  are  monitoring  their 
rift.  Thanks  to  the  extraordi- 
ary  precision  with  which 
rupp  builds  such  special 
ntennas  measurement  varia- 
sns  are  kept  to  less  than  half 
n  inch  over  1,000  miles! 

ained  on  fixed  stars  to  an 
:curacy  of  one  thousandth  of  a 
3gree  they  provide  vital  infor- 
ation  on  continental  drift  and 
fismic  activity  in  earthquake 
>nes. 

ted  250  miles  north  of  the  Arctic 
ircle  at  Tromso  in  Norway  is 
SCAT,  a  special  antenna  used 
>r  investigating  polar  light  and 
e  sun's  influence  on  the  seasons. 

Dme  2,500  miles  further  south, 
n  a  mountain  top  in  Spain's 


'.  more  information  on  Krupp  antenna 
gineering  contact  Krupp  Industries  Inc. 
'0  Washington  Pike 
dgeville  PA;  15017 


Sierra  Nevada,  a  90-ft  antenna  in  pollution  control  and  in  com- 
picksupsignalsfromtheMilkyWay.     mand  stations  for  spacecraft. 


At  Usingen  near  Frankfurt,  the 
West  German  PTT,  Deutsche  Bun- 
despost,  operates  an  earth  station 
featuring  two  154-ton  parabolic 
antennas  for  worldwide  TV  trans- 
missions. Krupp  played  a  signifi- 
cant role  in  these  antenna  projects. 

Krupp  antenna  engineering  lends 
a  hand  in  many  other  areas  too. 
For  example,  in  the  search  for  and 
exploration  of  mineral  deposits, 

<§>  KRUPP 


Creative  dialogue  is  our  spring- 
board. Krupp  engineers  work  in 
close  partnership  with  customers 
seeking  solutions  to  the  problems 
that  touch  us  all. 

We  provide  the  advanced  engi- 
neering materials,  facilities  and 
systems  needed  for  speedy  and 
sustained  economic  progress. 

Krupp.  A  tradition  of  progress. 


million  the  year  before. 

Last  year?  You  had  to  ask.  Trivial 
Pursuit  still  outsold  all  other  board 
games  in  1985,  but  Selchow  &  Right- 
er's  sales  fell  to  around  $125  million. 
To  make  matters  worse,  this  is  a  fam- 
ily company  that  has  run  out  of  fam- 
ily to  run  it.  The  sales  drop,  in  other 
words,  coincides  with  the  controlling 
shareholders'  decision  to  sell  out. 
"The  Righters  died  out,  and  there  are 
no  more  Selchows  to  take  over,"  says 
John  Nason,  vice  president  of  market- 
ing. "If  there  were  a  Junior  out  there, 
things  might  be  different." 

This  remarkably  resilient  company 
trademarked  Parcheesi  in  1874  and 
started  selling  Scrabble  in  1953.  Thir- 
ty years  passed  between  that  big  hit 
and  Trivial  Pursuit,  introduced  in 

1983.  "We've  been  known  as  a  no- 
frills,  staple-oriented  company,  ver- 
sus a  production  house  that  puts  hot 
items  out  and  forgets  about  them," 
says  Selchow. 

Selchow  &  Righter's  one-story 
brick  headquarters  in  Bay  Shore,  N.Y. 
looks  like  an  elementary  school,  but 
Trivial  Pursuit  changed  all  that.  Now 
the  company  is  planning  to  move  to  a 
fancy  $4.5  million  addition  to  what 
was  formerly  only  its  manufacturing 
facilities  in  Holbrook,  N.Y.,  on  cen- 
tral Long  Island.  It  has  also  come  out 
with  several  new  Trivial  Pursuit 
question  sets  and  is  making  a  foray 
into  the  preschool  toy  and  game  mar- 
ket with  Scrabble  People. 

The  quiet  little  company  was 
turned  upside  down  by  the  Trivial 
Pursuit  craze.  At  the  game's  peak,  in 

1984,  Selchow  &  Righter  and  its  sub- 
contractors were  producing  more 
than  one  game  every  second,  and  sell- 
ing them  just  as  fast.  "It  was  traumat- 
ic," says  Selchow.  "But  we  held  our 
composure,  and  we  didn't  let  it  go  to 
our  heads." 

To  keep  pace  with  demand,  Sel- 
chow farmed  out  manufacturing  to 
four  firms,  which  produced  16  million 
of  the  21  million  games  sold.  That,  in 
retrospect,  was  smart.  The  manufac- 
turing staff  at  Holbrook  was  doubled, 
from  100  to  around  200  people — but 
only  6  people  were  added  to  manage- 
ment's ranks. 

"That's  what  made  it  so  beautiful," 
says  Selchow.  "We  didn't  create  a 
great  big  heavy  machine  with  a  lot  of 
people  that  we  had  to  lay  off."  Today 
the  company's  staff  numbers  fewer 
than  300,  only  13  of  them  in  top  man- 
agement positions.  The  stock  is 
owned  entirely  by  Selchow  and  Right- 
er descendants  and  by  a  few  former 
and  current  company  employees. 
There  are  three  modest  facilities — in 
Bay  Shore  and  Holbrook,  plus  a  small 


Richard  Selchow,  president  of  Selchow  &  Righter 
Was  collecting  their  eggs  first  worth  the  price? 


Zeva  OelbaumA'isions 


wooden-parts  manufacturing  plant  in 
Fairfax,  Vt. 

Still,  the  sudden  inflation  and  defla- 
tion of  Selchow  have  taken  their  toll. 
Unit  sales  of  Trivial  Pursuit  dropped 
from  21  million  in  1984  to  5.5  million 
last  year.  Nason  predicts  the  company 
will  sell  about  3  million  units  of  the 
game  in  1986.  Trivial  Pursuit  has  dis- 
appeared from  Toy  &  Hobby  World  mag- 
azine's ten-best-seller  list  of  games 
and  toys.  Wheel  of  Fortune,  produced 
by  Pressman  Toy  Corp.,  is  the  only 
board  game  currently  on  the  list. 

Considering  that  Scrabble  sells  a 
steady  1  million  to  2  million  copies  a 
year,  Parcheesi  about  half  a  million, 
and  other  games  (they  include  Let's 
Get  Personal,  Go  For  Broke  and  Re- 
bus) make  up  only  7%  of  total  sales, 
the  decline  clearly  hurts,  and  appar- 
ently took  Selchow  by  surprise. 

"We  expected  that  [profit]  would 
come  down  a  little  each  year,"  Sel- 
chow says.  "But  it  came  down  quicker 
than  I  thought  it  would." 

The  sales  plunge  has  clearly  cut  the 
price  Selchow  &  Righter  would  have 
fetched  a  year  ago.  Analysts  estimate 
the  company  earned  about  $40  mil- 
lion in  1984.  Paul  Valentine,  a  toy 
industry  analyst  with  Standard  & 
Poor's,  thinks  those  earnings  and 
sales  would  have  valued  the  firm  at 
about  $200  million,  which  gives  a  jus- 
tifiably steep  discount  for  Trivial  Pur- 
suit's fad  appeal. 

What  could  Selchow  get  for  his 
company  today?  Toy  industry  gossip 


has  the  price  at  $85  million  to  $90 
million.  But  even  that  may  be  high. 
The  financial  officer  of  a  major  toy 
manufacturer,  who  looked  closely  at 
Selchow  &  Righter,  estimates  that 
pretax  profits  have  dropped  from  $70 
million  in  1984  to  around  $20  million 
now,  and  he  worries  there  may  be  as 
much  as  $50  million  in  inventory  of 
questionable  value  on  the  company's 
books.  He  thinks  that  the  company  is 
worth  no  more  than  $50  million — 
although  it  should  be  noted  that  this 
source  is  a  potential  bidder  and  may 
be  trying  to  talk  down  the  company's 
price.  "We'd  rather  put  the  money 
into  something  that's  on  the  up- 
swing," he  snipes. 

Still,  says  Roy  De  Vries,  a  consul- 
tant to  the  game  industry,  "Selchow 
is  a  profitable,  tightly  run  company.  It 
could  be  a  handsome  acquisition,  de- 
pending on  the  price." 

The  prospective  buyer?  U  Hasbro's 
1984  acquisition  of  Milton  Bradley  is 
any  indication,  the  most  likely  candi- 
date would  be  another  toy  company 
hoping  to  complement  its  own  line 
with  slow-but-steady  sellers  like  Par- 
cheesi and  Scrabble.  Possible  suitors 
include  Fremont,  Calif. -based  Worlds 
of  Wonder,  Coleco  Industries,  Mattel 
Inc.  and  Tonka  Corp. 

"When  you've  got  a  golden  goose," 
notes  Selchow  &.  Righter's  Nason, 
"you  don't  sell  the  goose  until  you 
have  collected  all  the  eggs  you  can." 
True,  but  that  implies  a  stiff  price  for 
collection. — Eva  Pomice 
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Resourcefulness 

The  mark  of  an  excellent  bank 


Sound  investment  advice  can  be  provided  best 
by  a  major  international  bank.  Its  expert  financial 
analysts  and  fund  managers  have  the  resources 
to  achieve  outstanding  global  results. 

UBS -the  resourceful  bank. 


UBS  in  the  United  States 

Branch  Offices 

299,  Park  Avenue 
New  York,  NY  10171 

30,  South  Wacker  Drive 
Chicago,  IL  60606 

444,  South  Flower  Street 
46th  Floor 

Los  Angeles,  CA  90071 


Representative  Offices 

Suite  4500 
1100  Louisiana 
Houston,  Texas  77002 

One  Embarcadero  Center 
Suite  3805 

San  Francisco,  CA  94111 

UBS  Offices  in  Canada 

Calgary,  Montreal,  Toronto 


Head  Office 

Union  Bank  of  Switzerland 
Bahnhofstrasse  45 
CH-8021  Zurich 


Union  Bank 
of  Switzerland 


Ohio  University  asked  Honeywell 
to  help  design  a  communications  system 
that  will  handle  voice,  data  and  video. 

They  got  one  that 
transmits  everything  from... 


high-tech  to 


"Hi,  Mem" 


Ohio  University  is  a  leader  in  high 
technology.  So  it  was  no  surprise  that  they 
knew  exactly  what  they  wanted  in  an 
integrated  communications  system.  It  would 
be  based  on  fiber  optics  and  meet  their  needs 
well  into  the  next  century. 

Working  together,  we  developed  a  system 
to  serve  the  University's  telephones  and 
computer  work  stations  in  110  buildings  on 
the  Athens,  Ohio,  campus.  It  can  handle 
educational  television,  an  energy  control 
system,  plus  a  security  and  fire  detection 
system.  It  also  has  the  growth  potential  to 


link  five  regional  campuses  by  microwave. 
Above  all,  it  will  give  students  and  faculty 
unrivaled  phone  service,  both  local  and 
long  distance. 

But  Ohio  University  wanted  more  than 
just  hardware  and  software.  They  wanted 
team  players  who  knew  how  to  make  computer, 
communications  and  control  systems  work 
together,  and  who  understood  the  need 
for  continuing  and  conscientious  service. 
Honeywell  was  the  answer,  because  working 
together  works.  For  more  information,  call 
800-328-5111,  ext.  1570. 


Together,  we  can  find  the  answers. 

Honeywell 


One  corner  of  the  semiconductor  equip- 
ment market  is  becoming  so  crowded  that 
not  even  the  Japanese  are  likely  to  make 
very  much  money  in  it. 

Ruined  for  one, 
ruined  for  all? 


By  Marc  Beauchamp 


Ask  a  Japanese  businessman  the 
components  of  commercial 
b  success  and  he'll  probably  give 
a  four-part  reply:  good  product  plan- 
ning, efficient  manufacturing,  tough 
marketing  and  un.  Un  is  Japanese  for 
opportunity,  or  luck,  and  it  implies 
capitalizing  on  that  opportunity.  For 
Nikon  Precision  Inc.,  the  U.S.  subsid- 
iary of  Japan's  famous  lens  and  cam- 
era maker  Nippon  Kogaku,  un  could 
spell  the  difference  between  success 
and  failure  in  the  U.S.  market  for 
semiconductor  equipment. 

Nikon  Precision  sells  steppers,  ma- 
chines costing  $750,000  and  up  that 
are  used  to  pattern  circuits  on  the 
most  advanced  computer  chips.  In 
terms  of  technology,  Nikon  Preci- 
sion's toughest  competitor  has  been 
Bedford,  Mass. -based  GCA  Corp,  (es- 
timated 1985  sales,  $210  million).  In 
financial  terms,  GCA  is  looking 
punchy,  a  potential  victim  of  overag- 
gressive  marketing,  the  electronics 
slump  and  a  recent  Japanese  on- 
slaught. GCA  earned  $28.6  million  in 
1984  but  may  have  lost  $110  million 
last  year.  Its  banks  are  nervous  about 
the  company's  $110  million  debt.  Top 
and  middle  management  is  fleeing  (in 
mid-March  GCA  named  financial 
consultant  Richard  P.  Rifenburgh 
chairman  and  chief  executive;  his  pre- 
decessor quit  after  two  weeks  on  the 
job)  and  GCA  is  said  to  be  for  sale. 

"I  wouldn't  say  we're  going  in  for 
the  kill,"  says  Marc  de  Leeuwe,  Ni- 
kon's San  Bruno,  Calif. -based  vice 
president  of  sales  and  marketing,  who 
heads  U.S.  operations.  "They're  dead 
already.  They  killed  themselves." 

GCA's  problems  present  Nikon 
Precision  with  a  textbook  case  of  un, 
which  de  Leeuwe  is  busily  exploiting. 
Some  20%  of  his  80-man  service  staff 


comes  from  GCA.  De  Leeuwe,  45,  a 
native  of  Holland  who  was  vice  presi- 
dent of  technology  for  Union  Car- 
bide's KTI  Chemicals,  says  Nikon 
Precision  is  also  scouting  locations  in 
the  Northwest  to  build  a  $25  million- 
to-$40  million  stepper  facility. 


Nikon  Precision's  Marc  de  Leeuwe 
A  case  of  un. 

GCA's  hammering  provides  an  ex- 
ample of  the  damage  the  Japanese  can 
do  to  U.S.  technology  firms — and  po- 
tentially their  own — when  they  put 
their  patriotic  minds  to  it.  Five  years 
ago  GCA  dominated  the  U.S.  and  the 
Japanese  stepper  markets.  That  made 
Japanese  semiconductor  producers 
and  policymakers  feel  insecure.  The 
Ministry  of  International  Trade  &.  In- 
dustry (MITI)  asked  Nippon  Kogaku 
to  get  into  the  stepper  business  in  the 
late  1970s.  The  camera  business  was 
maturing,  and  the  company  agreed. 

Borrowing  heavily  on  GCA's  tech- 
nology, Nikon  shipped  its  first  step- 
per in  1980.  It  was  a  me-too  product, 
but  it  was  Japanese.  By  1984  GCA's 
share  of  the  Japanese  market  had 
shrunk  from  83%  to  32%,  while  Ni- 
kon's had  risen  to  53%.  Last  year  25% 
of  Nippon  Kogaku's  $879  million  in 


sales  was  accounted  for  by  steppers. 

U.S.  customers  buy  more  on  valu 
than  on  patriotism.  Nikon  Precision 
U.S.  sales  in  the  year  ending  Marc 
1985  nearly  doubled,  to  $45  millioi 
But  GCA  and  Ultratech,  a  unit  < 
General  Signal  Corp.,  have  about  36° 
of  the  market  each.  Most  industr 
analysts  put  Nikon's  share  at  8%  (d 
Leeuwe  claims  it's  closer  to  20% 
Moreover,  say  analysts,  most  of  N 
kon  Precision's  sales  are  to  Japanes 
chipmakers  with  U.S.  factories — a 
though  de  Leeuwe  disputes  that,  toe 

In  any  case,  Nikon  is  not  the  onl 
Japanese  stepper  company  taking  ac 
vantage  of  GCA's  troubles.  Canon  Inc 
Nikon's  archrival  in  the  camera  war: 
has  built  a  huge  factory  in  Utsunom 
ya,  north  of  Tokyo,  capable  of  turnin 
out  between  300  and  500  steppers 
year;  Nikon's  two  Japanese  steppe I 
plants  together  can  produce  at  an  anm 
al  rate  of  600  steppers.  And  Canon, 
well-diversified  company  with  $3. 
billion  in  sales,  is  beginning  to  attac 
the  U.S.  market  and  has  "lots  of  bac 
orders,"  says  Phillip  Ware,  marketin 
manager  for  Canon  U.S.A. 's  semicor 
ductor  equipment  division.  Semicor 
ductor  industry  analyst  Richard  Rue 
dell  of  Ruddell  &  Associates  in  Trinit 
Center,  Calif,  says  Canon  "is  about  t 
give  Nikon  fits  in  Japan."  Concede 
Nikon's  de  Leeuwe:  "We're  lookin 
over  our  shoulders  at  everybody 
Canon  especially." 

To  ask  whether  Nikon  will  mak 
money  on  steppers  is  to  miss  th 
point.  The  real  issue  is  whether  an 
producer  will.  All  the  signs  now  poir 
to  serious  overcapacity  in  stepper  pre 
duction.  Along  with  GCA,  Ultratecl 
Nikon,  Canon,  Per  kin- Elmer  ani 
ASET  (formerly  TRE  Semiconductc 
Equipment  Corp.),  another  contende  l 
ASM  Lithography,  a  Tempe,  Ariz; 
based  joint  venture  involving  Ho 
land's  N.V.  Philips,  has  angled  fc 
U.S.  stepper  orders  since  1984.  An 
Eaton  Corp.,  a  leader  in  yet  anothe 
piece  of  semiconductor  equipmer 
called  ion  implanters,  now  has  abou 
5%  of  the  stepper  market.  Eaton  i 
said  to  be  a  possible  suitor  for  GCA. 

Is  the  ring  large  enough  for  all  thes 
contenders?  Not  likely.  In  1984,  a  rec 
ord  year  for  stepper  sales,  800  unit 
were  sold  worldwide.  Contrast  tha 
with  production  capacity  of  2,000  ms 
chines  a  year  already  in  place,  accorc 
ing  to  San  Jose,  Calif. 's  VLSI  Researc 
Inc.  VLSI  forecasts  stepper  sales  a 
$582  million  in  1990,  vs.  around  $40 
million  last  year.  That  wouldn't  b 
enough  to  support  everyone.  Unles 
de  Leeuwe  is  careful,  and  has  a  littl 
un,  the  problems  now  deviling  GO 
may  haunt  Nikon  Precision.B 
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tomorrow's  factory 
echnology  is 
ivailable  today. 
:rom  AEG. 

your  company  hopes  to  be  able 
3  compete  successfully  in  tomor- 
dw's  marketplaces,  you  must 
eek  out  the  technologies  which 
/ill  make  you  competitive...  today. 

£G  is  delivering  those  technolo- 
ies  now.  They  ensure  maximum 
iroduction  flexibility,  minimum 
lowntime,  uniform  high  quality 
nd  increased  productivity  with 
educed  capital  intensiveness. 

itegrated  automation  systems, 
vailable  from  AEG  today,  repre- 


sent the  answers  to  tomorrow's 
problems.  Process  control  techno- 
logy developed  by  AEG  not  only 
guides  the  production  process, 
but  optimizes  logistics  and  organi- 
zational procedures.  Our  techno- 
logy, which  is  the  leading  edge  in 
the  market,  groups  various  system 
functions  into  independent  "auto- 
mated islands",  a  technique  which 
provides  greater  flexibility  and 
functional  efficiency.  These  "intel- 
ligent" islands  are  linked  with  each 
other  via  a  powerful  open  commu- 
nications network.  This  network 
allows  all  changes  within  the 
production  process  to  be  precisely 
controlled  and  monitored. 

AEG  automation  systems  can  be 
found  in  today's  automobile 
industry  as  well  as  paper  and 
steel  mills. 


Advanced  technoloq y  from  AEG: 
This  means  electrical  and  elec- 
tronic equipment,  systems  and 
installations  for  communication 
and  information,  for  defence  and 
transport,  for  the  office  and  the 
home. 

AEG  Corporation 
Route  22-Orr  Drive 
Somerville,  NJ  08876 
Tel.:  (2  01)  7  22-9800 
Telex:  833409 


Advanced  automation  know-how 
is  being  translated  into  profitable 
can-do  every  day  by  companies 
which  are  planning  for  tomorrow 
with  the  help  of  AEG  technologies 


AEG 


'ou  can  find  AEG  in  111  countries  worldwide. 


Want  to  see  lightweight  plumbing 
that  won't  rust? 


Borg-Warner  supplies  plastic  for  pipes  that  is  lighter,  less  expensive  and  easier  to       30  BorgWorner™ 

work  with  than  the  metal  plumbing  it  replaces.  That's  todays  Borg-Warner.  Diversified 
for  financial  stability.  A  company  worth  watching. 


Watch 

Bora-Warner 

*'  ■  .y  ©  I9H5  Borg-Wimcr  Corporation 

For  an  annua!  report  write:  Borg-Warner,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604 


Businessmen  and  officials  alike  in  the  Netherlands  Antilles  are 
sick  of  their  new  image  as  a  no-questions-asked  money  laundry. 
On  the  other  hand,  they  see  no  reason  to  ask  questions. 


New  hub  for 
an  old  web 


By  Allan  Dodds  Frank 


Y1  our  background  .  .  .  was  al- 
most the  American  Dream," 
boomed  U.S.  District  Court 
Judge  William  Stafford  Jr.  as  he  stared 
down  at  the  defendant  and  prepared  to 
pass  sentence.  But  Cuban-born  Ra- 
mon Milian-Rodriguez,  34,  had  more 
to  his  background  than  a 
wife,  three  kids,  a  Bis- 
cayne  Bay  island  estate 
and  advanced  degrees  in 
both  accounting  and  busi- 
ness administration.  For 
years  Milian-Rodriguez 
had  been  pursuing  an 
American  dream  of  a  dif- 
ferent sort — chasing 
mountains  of  cash,  lucra- 
tive real  estate  invest- 
ments and,  above  all, 
craving  anonymity  at  the 
Internal  Revenue  Service. 

That  dream  had  caught 
up  Milian-Rodriguez  in 
what  U.S.  officials  now 
call  the  biggest  one-man 
international  money- 
laundering    scheme  in   

American  history — an  eight-year-long 
scam  that  appears  to  have  converted 
more  than  $1  billion  in  illicit  profits 
from  cocaine  smuggling  and  other 
such  ventures  into  seemingly  legiti- 
mate stateside  investments  in  every- 
thing from  Learjets  to  condominium 
apartment  complexes. 

How  did  he  do  it?  Usually,  cash 
from  drug  sales— $  10s,  $20s,  $50s  and 
$100s — was  flown  to  Panama  for  de- 
posit in  anonymous  bank  accounts 
controlled  by  Milian-Rodriguez  and 
his  customers.  But  to  sanitize  the 
funds  and  give  them  the  veneer  of 
respectability,  Milian-Rodriguez  did 
what  more  business  bad  guys  are  do- 
ing  these   days.    The  government 


claims  he  availed  himself  of  the  op- 
portunities offered  offshore  business- 
men through  an  archipelago  of  five 
tiny,  palm-shaded  islands  in  the  Ca- 
ribbean— the  Netherlands  Antilles. 

In  the  Forties  and  Fifties  the  haven 
of  choice  was  Havana.  Then,  after 
Castro  took  over  in  1959,  it  shifted  to 
Nassau  and  Freeport  in  the  1960s. 


The  $5.4  million  cash  in  evidence  at  the  trial  of  Milian-Rodriguez 
The  laundry  was  only  a  Learjet flight  away. 


With  the  rise  of  U.S.  law  enforcement 
interest  in  the  Bahamas  in  the  last  ten 
years,  international  money  launderers 
and  tax  dodgers  diversified  to  Panama 
and  the  Cayman  Islands.  Now  in  the 
Eighties,  the  hub  of  the  web  is  becom- 
ing the  Netherlands  Antilles. 

Both  U.S.  and  Antillean  officials 
publicly  minimize  the  role  of  the 
semi-independent  island  chain  in  in- 
ternational money  laundering,  point- 
ing instead  to  places  like  Panama  and 
Hong  Kong,  where  illicit  cash  first 
surfaces  in  bank  deposits.  From  such 
places,  the  funds  are  often  wired  to 
their  ultimate  destinations  via  a  front 
or  shell  corporation  in  the  Antilles.  In 
fact,  even  as  Panama  and  Hong  Kong 


continue  to  thrive,  the  onetime 
Dutch  colony  grows  increasingly 
more  important  as  a  place  where 
money  can  flow  freely,  not  just  for 
freelance  drug  and  arms  smugglers 
but  for  everyone  from  dictators  seek- 
ing to  hide  their  plundered  treasure, 
to  the  Croesus-rich  kingpins  of  orga- 
nized crime. 

Why  the  Netherlands 
Antilles?  Two  words — 
stability  and  secrecy — tell 
it  all.  Drug  dealers  aside, 
the  Netherlands  Antilles 
has  long  been  a  haven  for 
U.S.  businesses  legiti- 
mately seeking  lower  tax 
rates  on  overseas  earn- 
ings. Import-export 
agents,  film  distribution 
companies,  independent 
oil  companies,  banks  and 
many  other  such  firms 
have  found  doing  business 
in  the  Antilles  convenient 
and  congenial.  Even  the 
copyright  to  Ramho  re- 
sides in  the  Antilles. 
Now  the  money  laun- 

  derers  have  arrived,  and, 

like  the  legitimate  businesses  before 
them,  their  spokes  run  everywhere, 
often  intersecting  with  wholly  above- 
board  currency  and  capital  transac- 
tions like  those  involved  in  the  Euro- 
bond business.  In  1981,  the  only  year 
for  which  figures  are  available,  nearly 
$1.4  billion  in  income,  such  as  divi- 
dends, passed  from  the  U.S.  through  the 
Netherlands  Antilles,  making  the  is- 
lands the  largest  recipient  (albeit  an 
intermediary  one)  of  U.S.  source  in- 
come in  the  world.  Historically,  the 
bulk  of  the  multibillion-dollar  Euro- 
bond market  has  flown  through  the 
Antilles,  although  lately  at  a  signifi- 
cantly reduced  rate.  Still,  in  that  flood 
of  money,  much  can  be  concealed. 
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The  island  of  no  formalities 


On  the  Dutch  side  it  is  known  as  St.  Maarten,  on  the 
French  side  as  St.  Martin,  both  sides  speak  English, 
and  wherever  you  go,  the  U.S.  dollar  is  the  currency  of 
choice.  Whatever  you  call  it,  or  however  schizoid  its 
nature,  the  place  is  nonetheless  the  most  rapidly  devel- 
oping spot  in  the  Dutch  Windward  Islands.  • 

That  in  turn  could  hardly  be  more  pleasing  to  two 
local  notables— Claude  and  Chester  Wathey— whose 
names  have  become  synonymous  with  the  island  and 
whose  influence  extends  across  the  border  between  the 
two  sides.  Senator  Claude  Wathey,  59,  the  island's 
leading  politician  for  30  years,  rules  undisputed  as  the 
political  boss  of  the  last  two  majorities  in  the  Nether- 
lands Antilles  Parliament.  His  brother,  Chester,  61,  is 
the  island's  most  powerful  businessman,  owner  of  in- 
terests in  more  than  two  dozen  flourishing  companies, 
from  auto  dealerships  to  travel  agencies,  in  virtually 
every  sector  of  the  Netherlands  Antilles  economy. 

Claude  Wathey  wields  considerable  political  power 
as  a  member  of  the  Netherlands  Antilles  Parliament 
and  the  Island  Council  of  St.  Maarten.  Through  patron- 
age, he  controls  ministerial  appointments  overseeing 
the  nation's  police,  airports  and  communications  sys- 
tems. He  also  has  a  proven  talent  for  securing  jobs  for 
constituents  with  companies  whose  owners  want  to 
stay  friendly  with  Claude.  An  unpretentious  man  who 
drives  an  aged  Volkswagen,  Wathey  can  be  found  most 
mornings  chatting  with  constituents  at  Gordon's  cof- 
fee shop,  a  local  hangout  not  far  from  his  modest 
waterfront  home.  Says  Claude  disarmingly:  "My  secret 
is  I  have  no  formalities.  You  can  meet  me  anywhere  in 
the  street  and  talk  to  me.  I  sit  anywhere  and  do  my 
work." 

Claude's  brother,  N.C.  (Chester)  Wathey,  is  widely 
thought  to  be  the  island's  richest  businessman,  worth 
more  than  $20  million.  The  two  brothers  publicly 
quarrel  over  politics  and  the  development  of  the  island. 
Chester  is  for  moderately  paced,  planned  growth, 
Claude  for  rapid,  unfettered  development.  But  the  lo- 
cals dismiss  all  that  as  mere  theater:  Behind  the  scenes, 


the  two  look  out  for  each  other's  interests.  For  much  of 
the  last  30  years,  those  interests  have  related  mainly  to 
tourism,  Which  continues  to  be  the  island's  most  visi- 
ble mainstay. 

But  ministering  to  the  needs  of  offshore  companies  is 
now  emerging  as  a  rival  source  of  economic  opportuni- 
ty. In  the  last  three  years,  perhaps  1,000  Curasao-based 
European  companies  have  relocated  to  St.  Maarten. 
One  reason:  fear  that  eventually  Venezuela  will  move 
to  annex  Bonaire,  Curasao  and  newly  autonomous 
Aruba,  all  within  50  miles  of  the  Venezuelan  coast. 
Situated  nearly  500  miles  farther  north,  and  only  140 
miles  east  of  Puerto  Rico,  the  island  is  not  only  free  of 
the  takeover  threat  but  is  also  much  closer  to  the  U.S. 
and  Europe. 

At  Claude  Wathey's  initiative,  the  entire  island  is  a 
free  zone  with  no  customs  checks — offering  tempting 
possibilities  for  anyone  arriving  at  Princess  Juliana 
International  Airport.  Harbor  watchers  in  Philipsburg 
on  the  Dutch  side,  and  in  Marigot  on  the  French  side, 
claim  boats  bound  from  South  America  and  laden  with 
cocaine  and  marijuana  often  take  on  provisions  at  the 
island  before  heading  west  for  rendezvous  in  Puerto 
Rico  and  northwest  to  the  Bahamas  or  Florida. 

Meanwhile,  real  estate  values  on  the  island  have  in 
some  cases  more  than  quadrupled  in  the  last  decade.  A 
half-dozen  condominium  and  time-share  projects  are 
being  sold  to  tourists  by  big  offshore  casino  and  resort 
hotel  investors.  Even  Club  Orient,  a  nudist  resort  on 
the  French  side,  is  selling  two-room  beachfront  cot- 
tages for  $150,000  apiece. 

The  freewheeling  atmosphere  attracts  all  kinds.  One 
currently  fashionable  ploy,  pioneered  by  mainland 
Frenchmen  known  as  Metropolitans,  involves  bring- 
ing in  flight-capital  from  Paris,  converting  it  to  dollars 
on  the  French  side,  then  depositing  it  in  secret 
accounts  in  banks  on  the  Dutch  side.  Laments  Mayor 
Albert  Fleming  of  Marigot,  on  the  French  side,  "We  do 
not  get  the  best  of  the  Metropolitans,  we  get  the 
crumbs."  C'est  la  vie. — A.D.F. 


Politico  Claude  Wathey  ( left )  and  businessman-brother  Chester  Wathey 
Behind  the  scenes,  looking  out  for  each  other's  interests. 
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Entrance  to  Mullet  Bay 
Resort  &  Casino  and  a  guide 
to  services 

Oh,  yes,  and  you  can  also  play 
golf  and  tan  on  the  beach. 


"There  are  clearly  large  amounts  of 
cash  being  transferred  in  and  out  of 
the  U.S.  by  persons  with  Netherlands 
Antilles  connections,"  says  James 
Harmon,  Jr.,  executive  director  of  the 
President's  Commission  on  Orga- 
nized Crime.  "But  it  appears  that  the 
Netherlands  Antilles  is  more  a  trans- 
fer point  than  a  cash  collection 
point."  Indeed,  by  the  time  the  money 
flows  through  a  Netherlands  Antilles 
corporation,  the  real  owners  of  the 
funds  are  usually  so  well  screened  by 
local  Antillean  nominees  and  agents 
that  it  is  nearly  impossible  for  U.S. 
officials  to  identify  the  culprits. 

In  the  last  five  years  more  than  1 ,000 
offshore  companies  have  opened  in  St. 
Maarten  alone,  with  another  5,000  in 
Curasao.  On  Frontstreet,  St.  Maarten, 
the  main  shopping  lane,  a  row  of 
quaintly  pastel  storefronts  is  now  bro- 
ken by  a  new  office  of  Curasao  Interna- 
tional Trust  Co.  (Citco),  the  largest 
local  administrator  of  offshore  compa- 
nies in  the  Antilles.  Business  is  boom- 
ing, says  Jose  Speetjens,  the  leading 
lawyer-notary,  whose  Smitco  trust 
company  also  shelters  more  than 
1,000  paper  corporations.  "If  a  lawyer 
from  New  York  calls  me  on  behalf  of  a 
businessman  from  Argentina  who 
needs  a  two-year-old  corporation  to 
buy  a  property  in  Miami  tomorrow,  I 
have  one  on  the  shelf,"  he  says. 

In  downtown  Willemstad  the  scene 
is  much  the  same.  A  half-dozen  hand- 
some new  palm-shaded  buildings  now 
house  banks  affiliated  with  financial 
institutions  from  the  Netherlands, 
the  U.K.,  Canada  and  Venezuela. 

Financiers  of  all  types,  especially 
money  launderers,  welcome  the 
strong,  almost  Swisslike,  secrecy  and 
legal  protections  granted  the  more 
than  35,000  offshore  investment  and 
banking  companies  now  incorporated 


in  the  islands.  As  in  near- 
ly all  tax  havens,  deter- 
mining who  actually 
owns  a  company  (as  op- 
posed to  who  manages  it 
as  a  local  agent-nominee) 
is  almost  impossible  for 
anyone  but  an  Antillean 
official.  Even  he  may  not 
know  if  an  offshore  corpo- 
ration from  another  coun- 
try is  involved.  Adding  to 
the  hospitable  ambiance 
is  the  degree  of  customs 
inspections — cursory  at 
best  in  Curagao,  the  capi- 
tal of  the  Netherlands  An- 
tilles, and  absolutely  and 
deliberately  nonexistent 
on  St.  Maarten. 

Setting  up  an  offshore 
company  is  easy.  Special 
lawyers  known  as  notaries  handle  in- 
corporation for  about  $1,500  per  com- 
pany, then  charge  only  a  few  thousand 
dollars  annually  in  administration 
fees.  The  notaries  usually  require  a 
reference  from  a  lawyer — if  it's  an 
American  lawyer,  being  listed  in  a 
current  edition  of  Martindale-Hubbell 
(the  leading  reference  source  for  the 
American  bar)  will  do.  Only  one  direc- 
tor— who  can  be  a  nominee — need  be 
listed,  and  at  least  one  director  must  be 
a  Netherlands  Antilles  resident. 

Capital  requirements  are  modest. 
By  law  all  offshore  companies  have 
limited  liability  and  are  responsible 
only  for  their  authorized  capital, 
which  can  be  a  minimium  of 
$30,000— only  20%  of  which  actually 
needs  to  be  paid  in. 

Once  having  set  up  an  offshore  com- 
pany, what  does  a  rascal  typically  do 
with  it?  He  starts  buying  U.S.  real 
estate,  of  course.  Long  the  favored  in- 
vestment for  secrecy-smitten  scoun- 


drels,  real  estate  throughout  the  U.S. 
can  be  purchased  routinely  by  an  off- 
shore Netherlands  Antilles  corpora- 
tion. Charles  Kimball,  a  south  Florida 
real  estate  economist  who  frequently 
advises  government  agencies,  esti- 
mates that  in  the  early  1980s,  when 
Iranians,  Arabs  and  Latin  Americans 
were  streaming  into  the  U.S.,  as  much 
as  20%  of  all  real  property  in  the  Mi- 
ami area  was  held  by  companies  incor- 
porated in  the  Antilles. 

Some  of  the  era's  most  spectacular 
plunderers  have  followed  the  same 
route.  Take  Ferdinand  and  Imelda 
Marcos.  Documents  on  file  in  Cura- 
sao list  stand-ins  the  Aquino  govern- 
ment claims  Marcos  used  to  buy  New 
York  real  estate  ranging  from  Man- 
hattan office  buildings  to  a  posh,  Long 
Island  estate. 

Or  take  Robert  Vesco,  to  whom  in- 
vestigators have  so  far  linked  140  dif- 
ferent offshore  companies,  many  from 
the  Antilles.  Some  of  these  compa- 


FORBES,  APRIL  7,  1986 


93 


nics  may  even  still  control 
considerable  real  estate  near 
Miami. 

Sometimes  the  deals  are 
brazenly  straightforward. 
Take  Dovetail  Villas,  a  $3.5 
million  Orlando,  Fla.  apart- 
ment complex  built  with  laun- 
dered drug  money  by  the  noto- 
rious Robert  Govern.  Convict- 
ed of  tax  evasion  and 
racketeering  in  late  1982,  Gov- 
ern was  known  as  the  first 
"white  boy"  connection  in  a 
Cuban-American  drug  ring. 
Over  six  years  Govern  grossed 
more  than  $300  million  on 
sales  in  excess  of  1  million 
pounds  of  marijuana  he  sold 
throughout  the  South. 

To  cleanse  and  hide  the  loot, 
Govern  opened  a  Netherlands 
Antilles  company,  called  Mex- 
ivest,  NV,  complete  with  a 
corporate  bank  account  in  An- 
tillean  subsidiaries  affiliated 
with  Citibank,  Barclays  Bank 
and  Bank  of  Nova  Scotia.  From 
the  U.S.  he  deposited  cash  and 
cashier's  checks  in  the  Cura- 
cao accounts.  He  then  directed 
Mexivest  to  lend  some  $2.6 
million  of  the  funds  to  himself 
(to  take  the  interest  deduc- 
tion), and  hired  an  Orlando 
construction  company  he  also 
owned  to  build  the  villas.  This 
money,  accompanied  by  a  phony 
12.6%  interest  mortgage,  was  then 
used  to  finance  construction. 

Other  deals  can  be  numbingly  com- 
plex. Take  Milian-Rodriguez,  in 
whose  office  authorities  found  an  "in- 
vestment proposal"  to  fellow  pillars 
of  the  underground  economy.  It  sug- 
gested a  way  to  launder  money  by 
establishing  minority-owned  busi- 
nesses in  Miami.  For  a  3%  adminis- 
trative fee,  the  memo  proposed  taking 
cash  to  Panama,  then  wiring  it 
through  an  Antilles  corporation  to  ac- 
counts in  Liechtenstein,  then  after 
that  back  to  the  U.S.  to  be  invested  in 
"minority-owned"  businesses  de- 
signed to  help  the  investors  "enhance 
their  stature  in  the  community."  Bet- 
ter still,  the  businesses  would  be  lev- 
eraged 4-to-l  with  U.S.  minority  busi- 
ness development  loans  via  the  Small 
Business  Administration. 

The  wrinkles  are  endless.  Besides 
facilitating  real  estate  investments 
and  cash  transfers,  the  Antilles  can 
help  investors: 

•  Pay  U.S.  corporations  and  individ- 
uals management  and  consulting  fees 
for  "services  rendered." 

•  Send  "loans." 

•  Generate  invoices  for  goods  that 


lames  Harmon  Jr.  of  the  President  's 
Commission  on  Organized  Crime 
Antillean  secrecy  masks  the  true  connections. 


may  or  may  not  have  been  shipped 
from  overseas  corporations  to  U.S. 
companies,  which  then  can  wire  pay- 
ments back  and  claim  them  as  legiti- 
mate business  expenses. 

•  Invest  funds  from  the  U.S.  in  An- 
tilles corporations,  which  can  then  be 
used  to  reinvest  in  illicit  enterprises 
domiciled  offshore. 

Not  surprisingly,  Antillean  officials 
think  more  highly  of  their  country's 
financial  services.  Illicit  activity,  they 
argue,  is  the  exception  rather  than  the 
rule.  Further,  they  say  that  whatever 
illicit  dealings  go  on  must  be  seen  in 
light  of  some  wrenching  economic 
changes  that  have  recently  hit  the  is- 
lands. On  Jan.  1,  1986  Aruba,  the  sec- 
ond most  populous  Antilles  island, 
seceded  from  the  other  five  to  become 
a  separate  part  of  the  kingdom.  The 
collapsing  world  oil  market  also  forced 
the  Antilles  government  to  take  over 
the  Royal  Dutch  Shell  refinery  in  Cu- 
rasao. The  alternative  was  to  risk  civil 
unrest  by  aggravating  already  severe 
unemployment  of  more  than  25%. 
Ship  repair,  another  big  industry,  has 
been  a  disaster  for  several  years. 

The  final  blow,  jeopardizing  the  en- 
tire economy,  comes  directly  from 
the  U.S.  government.  Since  1984  the 


U.S.  has  permitted  American 
companies  to  raise  capital  in 
the  Euromarket  directly  with- 
out withholding  taxes  on  bond 
interest  paid  to  investors 
abroad.  That  has  lessened  the 
incentive  for  big  firms  like 
General  Electric  Credit  and 
General  '  Motors  Acceptance 
Corp.  to  operate  offshore  fi- 
nance subsidiaries.  Last  year 
such  subsidiaries  employed 
more  than  1,000  people  in  Cu- 
rasao and  St.  Maarten.  A  mod- 
est tax  on  offshore  corpora- 
tions yielded  more  than 
50%— nearly  $200  million— of 
the  central  government's  $350 
million  budget.  Now,  offshore 
tax  revenue  could  decline  by 
as  much  as  two-thirds  in  the 
next  two  years,  says  Prime 
Minister  Don  Martina. 

Meanwhile,  at  Curasao  In- 
ternational Trust  Co.  (Citco), 
the  oldest  and  most  respected 
offshore  management  compa- 
ny, General  Manager  Cornelis 
Lind  fumes  at  the  country's 
tainted  image.  "We  do  not  ac- 
cept everyone,"  he  argues. 
"We  check  on  our  clients.  We 
are  a  little  bit  fed  up  with 
American  newspapers  portray- 
ing the  Netherlands  Antilles 
as  a  money-laundering  coun- 
  try.  That  is  not  the  case,  al- 
though sometimes  one  may  slip 
through  the  net." 

Just  so.  Six  years  ago,  when  Citco 
agreed  to  be  the  local  representative 
for  Ancor  Holdings  NV,  a  company 
which  lists  two  Filipinos  as  directors, 
it  hardly  expected  to  be  in  an  interna- 
tional controversy.  As  it  turns  out, 
the  Aquino  government  claims  Ancor 
is  a  front  for  Marcos'  real  estate  hold- 
ings in  the  U.S. 

One  businessman  on  St.  Maarten 
puts  the  problem  this  way:  "We  don't 
want  to  put  the  screws  down  too 
tight,  and  we  don't  want  to  cooperate 
with  the  Internal  Revenue  Service  ei- 
ther. We  don't  want  to  be  a  branch  of 
the  Mafia,  but  there's  a  lot  of  semi- 
legal money  here  coming  from  doc- 
tors, lawyers,  grocers,  etc.,  who  make 
funny  little  deals.  And  the  minute 
they  bring  the  money  out  of  the  U.S., 
they  want  it  reinvested  in  IBM  stock.  I 
don't  think  it's  my  job  to  find  out 
where  a  man's  money  came  from." 

In  fact,  what  the  Netherlands  Antil- 
les really  wants  to  be  is  prosperous. 
With  oil  refineries,  shipping  and  Euro- 
bond financing  all  off,  what  opportu- 
nity is  there  but  to  become  the  Carib- 
bean's hot  new  wasserij.  That's  Dutch 
for  laundry.  ■ 
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Cable  television  meets  a  utility  company. 
Under  the  glow  of  a  little  off-balance-sheet 
accounting,  they)  agree  to  marry.  And  for 
aow,  at  least,  both  parents  are  happy. 

Isn't  it 
romantic? 


By  Jeff  Bloch 


It's  the  ideal  corporate  pulp  nov- 
el: One  company,  terrified  of  a 
takeover  yet  wanting  to  grow, 
neets  another  company  that  realizes 
ts  longtime  relationship  with  its  ba- 
ic  industry  is  dimming.  Together 
hey  create  a  joint  venture,  born  of  a 
•urning  desire  to  shore  up  their  in- 
:ome  statements. 

Will  it  last?  How  will  it  end?  Stay 
uned,  but  for  now  let's  take  a  look  at 
vhat  lies  behind  this  marriage 
>f  strangers.  The  happy  couple: 
rime  Inc.,  America's  leading 
nagazine  publisher  and  cable- 
>rogramming  operator,  joining 
vith  Houston  Industries,  a  Tex- 
ts utility  holding  company,  to 
>perate  cable-TV  systems  with 
is  many  as  500,000  subscribers. 

The  venture  pairs  Time's  ca- 
rte subsidiary,  American  Tele- 
vision &  Communications 
Dorp.,  the  nation's  second-larg- 
:st  cable  operator  with  more 
han  2.7  million  subscribers, 
vith  the  parent  of  Houston 
lighting  &  Power  Co.,  the  U.S.' 
ieventh-largest  electric  utility.  Each 
>artner  will  own  50%  of  the  new 
:ompany — The  Enrcom  (stands  for 
Hie  Entertainment  and  Communica- 
ions  Co.) — but  ATC  will  get  an  un- 
lisclosed  fee  to  manage  the  cable  sys- 
:ems.  The  president  is  David  Van  Val- 
cenburg,  who  worked  for  ATC  from 
1973  to  1980.  Last  year  he  left  as  pres- 
dent  of  Cox  Cable  Communications. 

The  current  plan  calls  for  the  joint 
/enture  to  operate  Time's  share  of 
Westinghouse  Electric  Corp.'s  Group 
W  cable  systems,  which  are  being 
nought  by  five  cable  companies, 
rime's  piece  of  that  $1.6  billion  deal 
will  cost  nearly  $500  million  for  some 
500,000  subscribers,  including  sys- 


tems in  northern  Manhattan,  subur- 
ban Dallas  and  Florida.  But  if  tax  law 
changes  make  it  too  expensive  to 
break  up  the  systems,  the  Group  W 
buyers  might  themselves  form  a  con- 
sortium and  leave  the  network  intact. 
In  that  case,  ATC's  venture  with 
Houston  Industries  will  acquire  other 
cable  systems. 

Either  way,  Time  hopes  for  bene- 
fits, since  the  Group  W  deal  had  put 
the  company  into  something  of  a 
bind.  At  less  than  $1,000  per  subscrib- 


David  Van  Valkenburg  (left)  and  David  O'Hayre 
A  marriage  of  balance  sheets. 


er,  the  Group  W  properties  are  proba- 
bly a  good  buy  at  a  time  when  some 
systems  are  selling  for  almost  double 
that  and  the  price  of  cable  systems  is 
rising. 

But  for  Time  to  pay  for  its  share  on 
its  own  would  about  double  the 
company's  long-term  debt  of  $465 
million.  "The  joint  venture  helps  to 
share  the  risk,"  says  David  O'Hayre, 
ATC's  senior  vice  president  for  cable 
investments,  who  began  looking  for 
partners  more  than  a  year  ago.  "It  also 
allows  ATC  to  leverage  its  manage- 
ment and  its  buying  power  more  than 
we  can  do  on  our  own." 

By  owning  only  50%  of  the  new 
company,  Time  can  keep  off  its  bal- 


ance sheet  the  debt  and  interest  ex- 
pense of  acquiring  the  new  cable  sys- 
tems. Further,  Time's  share  of  any 
earnings  of  the  new  company  goes 
straight  to  the  bottom  line  of  the  par- 
ent company.  Time's  concern  in  these 
matters  is  clear,  as  earnings  declined 
from  $216  million  in  1984  ($3.37  per 
share)  to  $200  million  ($3.15  per 
share)  last  year.  "They  are  paranoid 
about  how  the  Group  W  deal  would 
affect  their  earnings,"  says  cable  bro- 
ker John  Waller  III. 

Houston  Industries  also  hopes  for 
benefits.  Revenues,  87%  of  which 
came  from  Houston  Lighting  &.  Pow- 
er, dipped  $120  million  last  year,  to 
just  over  $4  billion.  But  earnings  in- 
creased from  $366  million  in  1984  to 
$464  million  last  year,  partly  because 
of  a  rate  increase  and  a  sharp  drop  in 
fuel  costs.  Yet  with  the  Texas  econo- 
my weakening,  it  may  be  difficult  to 
maintain  those  margins  on  declining 
revenues,  especially  since  98%  of  the 
earnings  came  from  HL&P. 

So,  like  many  other  utilities,  Hous- 
ton Industries  is  diversifying.  Cable, 
which  next  year  becomes  an  unregu- 
lated monopoly  when  basic  rates  are 
let  loose,  seems  a  good  bet.  While 
several  utilities  so  far  have  only  dab- 
bled in  the  cable-television  busi- 
ness— Florida  Power  &.  Light's  hold- 
ing company  has  a  $1.5  million 
(sales)  private  cable  operation — 
Houston  Industries  sees  it  as  a 
large  opportunity  indeed. 

Houston  Industries  says  it 
won't  use  funds  from  its  power 
company  to  build  cable  systems 
(and  in  fact  none  of  the  Group  W 
cable  properties  overlaps 
HL&P's  service  area).  But,  by 
the  nature  of  the  industry,  utili- 
ties understand  what  cable  is  all 
about.  "Our  management  style 
and  our  abilities  fit  in  very  well 
with  the  cable  industry,"  says 
Bill  Cropper,  chief  financial  offi- 
cer of  the  company's  cable  sub- 
sidiary. Utilities  understand  custom- 
er service  and  line  maintenance,  he 
says,  and  they  are  used  to  the  capital 
demands  and  sometimes  slow  initial 
returns  of  the  wiring  systems. 

The  rationale  does  have  a  certain 
appeal.  As  utilities  wind  down  their 
massive  construction  programs  and 
power  demands  level  off  (Forbes,  Jan. 
28,  1985),  cable-television  systems 
could  gain  several  new  bidders  in  the 
continuing  upward  price  spiral.  But 
will  the  marriage  really  work?  With- 
out much  beyond  balance-sheet  con- 
siderations to  commend  the  deal,  to- 
day's bliss  could  all  too  soon  fade. 
Well,  as  one  says  in  such  situations, 
stay  tuned.  ■ 
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In  every  specially  marked  diskette  kit  purchase.  can't  protect  you  from, 

box  of  ten  5 14"  3M  disk-             Why  are  we  doing  this?  Yourself, 

ettes  you'll  find  a  free  head          We've  done  everything  If  you  let  your  recordi 

cleaning  diskette  sampler  but  chant  and  burn  incense  heads  collect  dust  and  del 

kit  that'll  clean  your  disk  to  take  the  worry  out  of  without  cleaning  them,  ! 

drive  heads  three  times.  diskettes  by  making  the  you  have  to  be  prepared 

Plus  a  coupon  good  for  most  reliable,  worry-free  the  possibility  of  data  los 

a  $2.00  rebate  from  3M  product  possible.  or  errors. 

>n  your  next  head  cleaning          But  there's  one  thing  we  But  not  to  worry. 
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Nearly  bankrupt  a  decade  ago,  Grumman 
Corp.  is  flying  again.  But  its  path  wont 
show  for  a  few  more  years. 

The  resurrection 
of  Grumman 


By  Su  b  rata  N.  Chakravarty 

If  you'd  prefer  a  little  less  volatil- 
ity than  the  stock  market  has  been 
generating,  consider  Grumman 
Corp.  Its  shares  have  gone  nowhere, 
and,  at  27,  were  recently  where  they 
were  three  years  ago.  And  not  without 
reason.  On  an  increase  in  sales  of 
19%,  to  $3.1  billion,  last  year,  Grum- 
man's  earnings  fell  nearly  25%,  to 
$81.5  million,  $2.65  a  share.  Expect 
no  worthwhile  improvement  over  the 
next  couple  of  years. 

Beyond  that?  Listen  to  one  of  Wall 
Street's  better  aerospace  analysts, 
Wolfgang  Demisch  of  The  First  Bos- 
ton Corp.  "Grumman,"  Demisch 
says,  "is  the  only  company  in  the  in- 


dustry where  you  have  clear  accelera- 
tion into  the  next  decade,  based  on 
existing  programs." 

The  architect  of  those  programs  is 
Grumman  Chairman  John  Bierwirth. 
When  Bierwirth  took  over  in  1972, 
cost  overruns  on  Grumman's  F-14 
fighter  program  had  brought  the  com- 
pany to  the  verge  of  bankruptcy.  Bier- 
wirth renegotiated  the  contracts  but 
then  pushed  Grumman  into  civilian 
programs  to  lessen  the  dependence  on 
military  contracts.  The  results  were 
less  than  impressive.  Grumman's  for- 
ay into  bus  building,  in  particular, 
became  a  rout.  When  New  York  City 
scrapped  all  851  of  the  Grumman 
Flxible  buses  in  1984,  technology- 
proud  Grumman  was  suddenly  per- 


ceived as  too  inept  even  to  build  a  bus. 
Bierwirth  licked  his  wounds,  institut- 
ed a  $1  billion  libel  action  against  the 
City  of  New  York  (which  is  suing 
Grumman  for  damages  of  $350  mil- 
lion) and  exited  the  bus  business.  Last 
year  Bierwirth  wrote  off  the  solar  en- 
ergy business  and  sold  the  yacht  busi- 
ness at  a  loss. 

Today,  dependence  on  military  con- 
tracts is  perfectly  acceptable,  defense 
electronics  contracts  in  particular. 
True,  the  growth  of  the  overall  de- 
fense budget  will  probably  be  cut  in 
the  years  ahead.  New  aircraft  pur- 
chases are  likely  to  be  harder.  But 
cutbacks  in  defense  electronics  and 
electronic  warfare,  where  Grumman 
is  building  strength,  are  likely  to  be 
less  drastic,  since  Congress  has  no 
wish  to  narrow  the  Pentagon's  tech- 
nological lead  over  the  Soviets. 

Existing  aircraft,  moreover,  can  be 
modernized  with  new  electronics,  a 
process  now  under  way  with  two  of 
Grumman's  own  military  aircraft. 
Grumman  produces  two  of  the  most 
electronically  complex  aircraft  in  the 
world.  These  are  the  Navy's  E-2 
Hawkeye,  an  airborne  early-warning 
aircraft,  and  the  EA-6  Prowler,  anoth- 
er Navy  plane,  whose  sole  mission  is 
electronic  warfare.  "Although  we  do 
not  make  the  electronics  [for  the 
Hawkeye  and  Prowler],  we  put  the 
system  together,"  says  Bierwirth.  "It 
is  our  job  to  make  the  philharmonic 
orchestra  play." 

The  conductor's  skills  gleaned  from 
producing  these  planes  paid  off  hand- 


John  Dieruirth,  chairman  of  Grumman  Corp. 

Leaving  buses  and  yachts  to  conduct  a  symphony  of  military  avionics. 
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GUARANTEED 
MOT  TO  TURN  SOUR 
IN  YOUR 
PORTFOLIO. 

There's  a  ready  market  for  bonds  guar- 
iteed  by  the  Municipal  Bond  Insurance  Association. 

They're  attractive  to  investors  because  every  MBIA- 
sured  bond  carries  Triple-A  credit  ratings  from  both 
andard  &  Poor's  and  Moody's.  And  a  guarantee  backed 
/  the  full  resources  of  MBIA— an  association  of  five  major 
surance  companies  who  have  been  in  business  an 
/erage  of  115  years. 

That's  why  MBIA-insured  bonds  are  always  mar- 
stable.  You  can  use  them  to  give  your  portfolio  the 
^vantage  of  guaranteed  income  while  at  the  same 
ne  having  the  freedom  to  sell  when  that's  desirable. 

It's  because  MBIA  bonds  are  so  solid,  that  they 
ay  so  liquid. 

For  more  information  about  these  grade 
iple-A  investments  write:  MBIA,  Dept.  C,  445 
amilton  Avenue,  Box  788,  White  Plains,  NY  10602. 

We'll  deliver. 


guarantee  the  public  interest" 


MBIA 


e  member  companies  of  the  Municipal  Bond  Insurance  Association  and  their  share  of  the  guarantee 

e  Aetna  Casualty  and  Surety  Company  (33%)  ■  Firemans  Fund  Insurance  Company  (30%)  ■  The  Travelers  ■ 

lemnity  Company  (15%)  ■  Aetna  Insurance  Company  (12%)  ■  The  Continental  Insurance  Company  (10%) 


Municipal  Bond  Insurance  Association,  White  Plains.  NY  1986 


somely  last  year.  That's  when  Grum- 
man, leading  a  team  that  includes 
Boeing  and  the  Norden  division  of 
United  Technologies,  beat  out  teams 
led  by  Westinghouse  and  Hughes  Air- 
craft for  a  $660  million,  five-year  de- 
velopment contract  for  the  Joint  Sur- 
veillance Target  Attack  Radar  Sys- 
tem, J-Stars  for  short. 

J-Stars  has  nothing  to  do  with  the 
Strategic  Defense  Initiative,  the  bud- 
get of  which  is  likely  to  remain  under 
fire  from  Congress.  J-Stars  is  a  joint 
program  between  the  Army  and  the 
Air  Force  to  develop  an  airborne  bat- 
tlefield radar  system  that  can  detect 
threats  on  the  ground,  such  as  tanks 
and  missile  batteries  behind  the  bat- 
tle lines,  just  as  the  E-2  detects  air- 
borne threats.  Winning  the  develop- 
ment contract  gives  the  Grumman 
team  the  inside  track  on  contracts 
likely  to  be  worth  billions,  assuming, 
of  course,  the  Pentagon  goes  into  pro- 
duction. Grumman  has  also  built 
electronic  testing  equipment  to  check 
its  own  aircraft.  That  experience  won 
it  a  development  contract  last  year 
from  the  Army,  which  could  lead  to  a 
$1  billion  contract  for  battlefield  test 
equipment. 

An  apparent  danger  for  Grumman 
lurks  in  its  four  aging  Navy  aircraft, 
the  E-2,  the  EA-6,  the  A-6  medium 
bomber  and  the  F-14  fleet  defense 


fighter.  There  are  no  replacements  on 
the  horizon.  But  all  have  been  in  ser- 
vice for  nearly  two  decades.  To  fortify 
Grumman  against  the  obvious  risk 
that  these  planes  will  be  replaced, 
Bierwirth  has  signed  a  fixed-price,  no- 
profit  research  and  development  con- 
tract with  the  Navy  to  upgrade  the  A- 
6  and  the  F-14  with  new  engines  and 
electronic  systems. 

Why  sign  no-profit  contracts  on 
which,  should  costs  rise  above  the 
fixed  amount,  Grumman  could  actu- 

Jack  Bierwirth  will  have  to 
watch  others  pluck  his  fruit. 
By  the  time  profits  start  to 
take  off,  he  will  have  retired. 

ally  lose  money?  Because  by  doing  so, 
Grumman  forecloses  Navy  research 
on  new  aircraft  that  might  replace  the 
F-14  and  A-6.  Investment  today,  in 
effect,  to  keep  its  products  in  produc- 
tion through  the  end  of  the  century. 
The  only  risk  here  is  if  the  Navy  de- 
cides to  stop  procuring  any  more  me- 
dium-range bombers. 

Grumman  has  not  altogether  aban- 
doned the  civilian  business.  Its  $292 
million  (revenues)  information  ser- 
vices division  continues  to  be  highly 
profitable,  and  is  growing  at  25%  a 


year.  And  after  winning  a  rigorou 
competition  against  LTV  Corp 
Grumman  is  about  to  sign  a  $1  billio 
contract  to  produce  100,000  post  oi 
fice  vans  between  now  and  199c 
With  so  much  going  for  it,  why,  dui 
ing  one  of  the  great  stock  market  ac 
vances,  has  Grumman's  stock  falle 
by  the  wayside?  Because  the  profit 
won't  really  begin  to  flow  until  nea 
the  end  of  the  decade.  Deliveries  c 
the  upgraded  A-6F  begin  in  1989.  Th 
first  deliveries  of  the  F-14D  com 
mence  in  1990,  although  an  interme 
diate  version  will  begin  in  1988.  If 
Stars  does  turn  into  a  production  cor 
tract,  it  won't  do  so  until  1991. 

First  Boston  analyst  Demisch  esti 
mates  that  Grumman  could  be  earn 
ing  over  $5  a  share  by  1991.  But  be 
cause  of  R&D  and  interest  costs,  an 
programs  winding  down,  Demise! 
says  Grumman  will  be  lucky  to  ear 
$3  per  share  in  1988 — only  slightl 
superior  to  1985's  $2.65  and  signifi 
cantly  inferior  to  1984's  $3.62. 

Takeover  bait?  Not  likely.  Wit 
49%  of  the  stock  in  the  hands  of  em 
ployees  and  employee  pension  trusts 
the  company  is  at  least  partially  insu 
lated  from  hostile  bids. 

Ironically,  Jack  Bierwirth  will  hav 
to  watch  others  pluck  his  fruit.  He  i 
63.  By  the  time  Grumman  profits  tak 
off,  he  will  have  retired.  ■ 


If  you  think  this  is  all  Colemandoes, 


you're  not  even  warm. 


Most  people  know  Coleman  makes  lanterns.  What  they  don't  know  is  we  als<  >  /JWTfPP^V 
make  more  quality  coolers  and  jugs  than  anyone  in  the  world.  For  even  m(  >re     £  mtJLHtll'll^ 

surprises,  call  1-800-521-4900,  ext.  50  (in  Minnesota,  1-800-642-2800,  ext.  50).  7Sf^ 
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8,000,000  Shares 


MOTOROLA 


Common  Stock 

($3  par  value) 


Price  $43.25  Per  Share 


Upon  request,  a  copy  ot  the  Prospectus  describing  these  securities  and  the  business  ot 
the  Company  may  be  obtained  within  any  State  from  any  U nderwriter  who  may  legally 
distribute  it  within  such  State.  The  securities  are  ottered  only  by  means  ot  the  Prospectus, 
and  this  announcement  is  neither  an  oiler  to  sell  nor  a  solicitation  of  any  otter  to  buy. 
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You  would  have  expected  Daniel  Davison 
to  make  U.S.  Trust  into  a  full-line,  expan- 
sion-minded commercial  bank.  Instead  he 
took  it  closer  to  its  roots. 

Cachet  into 
cash 


By  Robert  McGough 


Troubling  foreign  loans?  Dan- 
iel Davison,  chairman  of  New 
York-based  U.S.  Trust  Corp., 
has  less  than  $6  million  worth  in  his 
portfolio,  having  dumped  most  of 
.them  in  1980.  Automatic  teller  ma- 
chines? He  just  piggybacked  onto  a 
network  but  won't  lay  out  a  dime  to 
install  any  himself.  Interstate  bank- 
ing? This  isn't  any  would-be  Citicorp. 
U.S.  Trust  four  years  ago  opened  a 
branch  in  Palm  Beach,  Fla.  to  stay 
close  by  its  retiring  wealthy  clientele. 
That  brought  the  total  count  of  U.S. 
Trust  branches  to  two. 

Davison  isn't  following  the  trends, 
but  he's  doing  just  fine.  U.S.  Trust 
reported  record  net  income  of  $25 
million  last  year,  or  $3.61  a  share,  and 
the  stock  sells  at  a  lofty  15  times 
earnings. 

All  this  comes  as  a  bit  of  a  surprise 
because  Davison  joined  U.S.  Trust  in 
1979  as  the  quintessential  big-bank 
banker.  In  his  24  years  at  f.P.  Morgan 
he  ran  international  lending  in  Lon- 
don and  national  lending  in  New 
York.  Both  were  businesses  that 
smallish,  elite  U.S.  Trust  ( 1985  assets, 
$2.1  billion)  was  struggling  to  enter. 

U.S.  Trust  always  had  the  snob  ap- 
peal of  being  banker  to  the  wealthiest. 
But  in  the  five  years  before  Davison 
arrived,  earnings  dropped  from  $10.8 
million  to  $10  million.  Its  stock  pick- 
ers did  miserably — one  account 
tracked  by  Pensions  &  Investment  Age'?, 
PIPER  underperformed  the  Standard  & 
Poor's  500  by  7%  annually.  The  fu- 
ture seemed  to  lie  in  its  growing  for- 
eign loans,  which  already  accounted 
for  $89  million  in  assets. 

Davison,  for  ail  his  big-bank  experi- 
ence, reversed  course. 

"I  had  to  operate  within  24  hours," 
he  says,  leaning  back  on  two  legs  of  a 


U.S.  Trust's  Daniel  Davison 

"I  had  to  operate  within  24  hours." 

chair  in  his  plush  office.  "I  jumped  in 
the  car,  went  uptown  and  canceled"  a 
commitment  to  a  large  international 
loan.  He  won't  identify  the  borrower, 
but  he  does  say,  "It's  gone  up  the  flue. 
It  would  have  cost  us  $20  million  to 
$30  million." 

It's  not  often  that  you  see  someone 
turn  his  back  on  two  decades  of  suc- 
cess. But  Davison  was  intent  on  de- 
flecting U.S.  Trust  back  to  traditional 
strengths  that  were  atrophying — in 
short,  on  turning  its  cachet  into  cash. 

U.S.  Trust's  personal  banking  busi- 
ness— making  loans  to  executives  liv- 
ing just  beyond  their  six-figure  sala- 
ries— is  perennially  profitable.  "We 
charge  at  the  upper  end  of  the  mar- 
ket," Davison  says.  For  fuss-free  loan 
applications  and  a  little  pampering 
from  their  loan  officers,  people  pay 
the  bank  maybe  an  eighth  of  a  per- 


centage point  more  than  they  would 
for  a  loan  from  some  other  banks. 

Davison  redirected  corporate  lend- 
ing to  smallish  concerns  of  up  to  $75 
million  in  sales.  By  staying  cozy  with 
venture  capitalists  and  investment 
bankers  for  these  firms,  U.S.  Trust 
gets  referrals  for  personal  and  trust 
business. 

But  it  was  Davison's  rescue  of  U.S. 
Trust's  fee  income  that  now  makes 
the  stock  sell  at  a  high  225%  of  book. 
Last  year  nearly  60%  of  the  bank's 
operating  income  came  from  fees. 
When  Davison  arrived,  fee-payers 
were  fleeing.  The  only  thing  saving 
the  133-year-old  bank  from  a  total 
rout  was  inertia.  Its  staid  clients,  after 
all,  aren't  the  type  to  be  chasing  after 
the  hottest  mutual  funds. 

But  something  had  to  be  done  about 
the  money  management  record.  Davi- 
son fired  a  bunch  of  investment  man- 
agers and  put  the  rest  on  performance 
bonuses.  In  the  past  five  years  U.S. 
Trust's  equity  accounts  have  returned 
14.7%  annually,  equal  to  the  market. 

The  customer  exodus  is  over.  Last 
year  Davison  picked  up  $400  million 
in  new  trust  and  personal  investment 
accounts,  bringing  the  total  to  $11 
billion. 

Davison  didn't  allow  any  slackening 
in  U.S.  Trust's  special  brand  of  service. 
"Dog- walking,"  bank  employees  call 
it,  after  the  trust  officer  who  used  to 
take  his  client's  poodle  out  for  relief. 
One  senior  trust  officer  says  that  tol 
"eliminate  stress"  for  important  ($10 
million  or  more)  clients,  he  arranges 
for  domestic  help.  "Hiring  can  be  te-i 
dious,  and  firing  can  be  upsetting,"  he! 
says  in  a  world-weary  voice.  "We  take: 
care  of  that."  A  portfolio  manager,  an 
attractive  woman  who  has  modeled! 
clothes  for  magazines,  not  only  made 
arrangements  for  a  European  custo- 
mer's U.S.  wedding  in  1981  but  eveni 
stood  in  as  matron  of  honor. 

It  used  to  take  determination  to  es-j 
cape  U.S.  Trust.  One  former  client 
says  that  to  take  elsewhere  a  rigidly 
controlled  account  set  up  by  his  late 
father,  he  was  forced  to  pay  both  a  2% 
termination  fee  and  $60,000,  the 
equivalent  of  a  full  year's  manage- 
ment fee.  "Extortion,"  he  says.  Davi- 
son has  changed  things  a  bit:  Clients 
can  now  more  easily  fire  U.S.  Trust. 

New  York  State,  meanwhile,  lifted 
legal  limits  on  trust  fees  in  1984.  A  $2 
million  account  is  now  charged 
$16,000  a  year,  a  $20  million  account 
$93,500,  sometimes  doubling  what 
older  trusts  paid. 

Davison  knew  where  his  bank  be- 
longed, and  he  didn't  stray.  Some 
much  bigger  banks  aren't  thai 
lucky.  ■ 
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It's  30%  smaller 


17%  lighter 


400%  faster 


kTow  there's  a  portable  personal 
N  computer  so  small,  so  light,  and 
>  fast  it  defines  a  new  industry  stan- 
ird.  From  the  same  company  that 
t  the  standard— COMPAQ?  The  new 
OMPAQ  PORTABLE  II™  has  all  the 
ivantages  of  the  world's  best-selling 
til-function  portable—the  original 
OMPAQ  Portable— plus  it's  even 
iore  portable.  And  it's  far  more 
3werful  than  most  desktop 
unputers.  Never  before  has 
computer  this  small  been 
ipable  of  so  much. 

With  its  80286  processor, 
ie  COMPAQ  PORTABLE  II 
in  run  all  of  the  popular 
jsiness  software  written  for  IBM*  personal  comput- 
s.  At  speeds  three  to  five  times  faster  than  the  COMPAQ 
stable,  IBM  PC/XT™  and  other  compatibles. 

And  because  of  its  standard  360-Kbyte  diskette 
rive  format,  your  data  diskettes  will  be  fully  inter 
langeable  with  other  COMPAQ,  IBM,  and  compati- 
e  personal  computers. 


Introducing 
the  remarkable  new 

COMPAQ  PORTABLE  II 


Expansion  potential?  The 
COMPAQ  PORTABLE  II  can  handle 
a  10-Megabyte  fixed  disk  drive  and 
up  to  4.1  Megabytes  of  RAM.  And 
you  can  add  a  modem,  a  networking 
board,  or  a  board  for  communicat- 
ing with  your  mainframe. 

The  new  COMPAQ  PORTABLE  II 
puts  tremendous  computing  poten- 
tial within  the  grasp  of  every  com- 
puter user.  It's  backed  by  the 
service  and  support  of  over 
2900  Authorized  COMPAQ 
Computer  Dealers  world- 
wide. Plus,  it's  made  by  the 
undisputed  world  leader  in 
portable  personal  computers. 
For  the  name  of  the  dealer  nearest  you,  call  toll- 
free  1-800-231-0900  and  ask  for  Operator  16.  In 
Canada,  call  (416)  449-8741.  In  Europe,  telex 
84117898630AB;  898630  COMPAQ  TTX  D. 

IBM'  is  a  registered  trademark  and  IBM  PC/XT™  is  a  trademark  of 
International  Business  Machines  Co>  poration.  ®1986  COMPAQ  Com- 
pute/ Corporation.  All  rights  reseneu. 


simply  works  belter. 


COMPAQ. 
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Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


Lumbering  Coca-Cola  seemed  in  no  hurry 
to  break  into  the  superheated  $1.6  billion 
frozen  novelty  dessert  market.  Then  it  spied 
tiny  but  tasty  Nutri-Foods. 

The  elephant 
dances 


By  Ton!  Mack 

T|  his  summer  television  sets 
across  the  country  will  glisten 
and  drip  with  ads  showing 
hordes  of  happy  tots  gobbling  a  new 
frozen  fruit  juice  bar — the  Minute 
Maid  Fruit  Juicee — in  one  of  six  fla- 
vors. The  average  TV-addicted  family 
will  see  the  Juicee  spots  15  times  in 
20  weeks.  They  will  also  be  bombard- 
ed with  more  than  120  million  cents- 
off  Fruit  Juicee  coupons  in  the  na- 
tion's newspapers  and  on  grocery 
store  shelves.  The  stores,  at  the  same 
time,  will  be  offering  special  in-store 
freezer  compartment  promotions  for 
the  new  product. 

It  is  a  $5  million  to  $10  million 
marketing  campaign  that  Fruit  Juic- 
ee's  inventors,  Irving  and  Richard 
Jaffe,  could  only  dream  of  until  re- 
cently. Their  company,  Nutri-Foods 
Int'l  Inc.,  sold  only  $22  million  of  its 
fruit  juice  bars  nationwide  in  1985, 
and  that  was  mostly  in  a  scattering  of 
small,  specialty  grocery  stores.  Nutri- 
Foods'  gritty  little  sales  force  totaled 
five,  and  the  company  couldn't  afford 
a  local  leaflet,  much  less  an  all-guns- 


harlc  Thaiclwr 


Coke's  Steve  Poley  (left)  with  Richard  Jaffe  (center)  and  Irving  Jaffe  in  a  Houston  supermarket 
Maying  entrepreneurial  spunk  with  marketing  muscle. 
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Diazing  national  campaign. 

That  was  before  Coca-Cola  bought 
:he  company  last  December  for  $31 
million.  Coke  stumbled  across  Nutri- 
Foods  when  the  beverage  giant  was 
ooking  for  a  way  into  the  booming 
rozen  confection  novelty  market. 
Long  dominated  by  the  traditional  fa- 
/orites,  ice  cream  bars  and  flavored- 
ce  bars,  this  segment  has  been  boiling 
n  recent  years  with  such  successful 
nvaders  as  General  Foods'  JELL-O 
Pudding  Pops  and  Castle  &  Cooke's 
Dole  Fruit  'N  Juice  bars.  By  Coke's 
reckoning,  Americans  will  eat  $1.6 
jillion  worth  of  these  novelties  in 
1986,  up  from  $770  million  four  years 
igo.  And  frozen  fruit  bars,  generally 
limed  at  the  health-minded,  low-cal 
:rowd,  remain  the  fastest-growing 
segment.  Sales  are  expected  to  be  up 
30%  this  year  over  last  (see  chart). 

"We  called  all  the  national  grocery 
store  chains,"  says  Steven  Poley,  who 
negotiated  the  merger  for  Coke's  food 
division,  maker  of  Minute  Maid  or- 
inge  juice  and  Maryland  Club  coffee. 
'Kroger,  for  example,  expected  frozen 
lovelties  to  be  the  fastest-growing 
:ategory  in  its  stores  this  summer.  It 
was  critical  to  move  fast."  So  fast  that 
Zoke  shelved  development  plans  for 
.ts  own  bar  and  bought  the  Nutri- 
Foods  product  instead.  "If  we  put  the 
VLinute  Maid  name  on  an  existing 
sroduct,"  Poley  explains,  "we  can 
move  a  lot  quicker." 

Quick,  indeed.  Coke  renamed  the 
product,  revamped  its  package,  low- 
ered its  price,  planned  its  ad  campaign 
ind  began  shipping  to  grocery  stores 
nationwide — all  in  an  unheard-of  two 
months.  It  also  moved  the  company 
from  upstate  New  York  to  Houston, 
rextbooks  say  rolling  out  a  new  prod- 
uct nationwide  requires  at  least  a  year 
to  clear  trademarks,  test  market,  test 
ship  the  product,  make  trade  presen- 
tations and  the  like.  Coke  figured 
rightly  that  this  already  successful 
product  needed  no  test  marketing. 
But  Coke  also  slashed  time  from  the 
normal  new  product  introduction  pro- 
cess by  keeping  the  founding  Jaffe 
family  in  charge.  Irving  Jaffe,  66,  re- 
mains Nutri-Foods'  chairman;  son 
Richard,  32,  is  president.  Coke's  Po- 
ley reports  to  the  Jaffes  as  Nutri- 
Foods'  director  for  sales. 

This  threesome  presided  over  the 
transformation  of  Guido's  Ice  Juicee, 
the  Jaffes'  old  product,  into  the  Min- 
ute Maid  Fruit  Juicee.  The  name 
change  was  inevitable.  "Less  than  1% 
of  consumers  recognize  the  Guido's 
brand,  but  95%  know  Minute  Maid," 
notes  Irving  Jaffe  appreciatively.  The 
new  moniker  not  only  sounds  healthy 
but  clearly  positions  it  against  Dole's 


Hot  licks 


Sales  of  frozen  novelty  bars  will 
reach  $1.6  billion  this  year,  with 
fruit  bars  up  seventeenfold. 


Andrew  Christie 


already  established  Fruit  'N  Juice 
name  as  well. 

Dole  is  the  brand  to  beat  nationally. 
Its  bar,  introduced  in  June  1984,  had 
more  than  half  of  the  $160  million 
fruit  juice  bar  market  last  year.  Nutri- 
Foods  was  a  distant  second  with  10%. 
Coke  believes  its  biggest  immediate 
advantage  over  Dole  isn't  the  bar  it- 
self, but  the  bar's  wrapper.  It's  a  paper 
tetrahedron,  like  those  small,  restau- 
rant coffee-creamer  containers.  You 
rip  off  the  top  and  push  up  the  bar 
from  the  bottom.  The  Jaffes  had  devel- 
oped the  wrapper  as  a  cheap,  self-con- 
tained package  for  Nutri-Foods'  sales 
in  schools.  Coke's  research  showed 
that  the  wrapper  would  appeal  to  con- 
sumers annoyed  by  drippy  bars  on  a 
stick,  like  Dole's.  So  the  Fruit  Juicee 
box  was  redesigned  to  show  the  wrap- 
per clearly.  Then,  when  the  3-ounce 
bar  was  deemed  a  tad  wide  for  easy 
munching,  it  was  whittled  to  2V* 
ounces. 


Also  unlike  Dole,  whose  marketing 
approach  carefully  includes  young 
adults,  Nutri-Foods  is  tailoring  itself 
strictly  to  the  playground  set.  Dole's 
bars  contain  fruit  pulp  and  juice  with 
such  exotic  flavors  as  raspberry  and 
mandarin  orange;  the  Fruit  Juicee  is 
plain  apple  juice  flavored  to  taste  like 
cherry,  grape,  orange,  lemon,  straw- 
berry and  fruit  punch.  That's  why  Nu- 
tri-Foods' television  ads  will  target 
youngsters  instead  of  young  profes- 
sionals. Says  Poley:  "The  kids  get  the 
product  into  the  house." 

Coke's  distribution  muscle  will 
help,  too.  Coke  fields  an  awesome 
army  of  300  selling  its  powerful  Min- 
ute Maid  brands  direct  to  national 
grocery  chains.  "Of  the  top  ten  high- 
velocity  items  in  grocery  stores,  two 
are  Coke  products  [six-packs  and  2- 
liter  bottles  of  Coke  Classic],  two  are 
Minute  Maid  [12-ounce  cans  of  con- 
centrate and  half-gallons  of  chilled  or- 
ange juice] — and  the  rest  are  mostly 
items  like  milk  and  eggs,"  Poley 
notes.  In  the  battle  for  scarce  super- 
market shelf  space,  that  makes  for  a 
lot  of  clout. 

Eliminating  independent  distribu- 
tors and  their  usual  30%  markup 
means,  too,  that  Fruit  Juicee  can  be 
priced  below  the  competition  and  re- 
main profitable.  (An  in-house  sales 
force  costs  much  less  than  outside 
distributors.)  The  old  Guido's  product 
was  often  priced  at  $2.29  retail  for  a 
six-bar  box.  Since  Coke  ships  directly 
to  warehouses,  the  Fruit  Juicee  box, 
with  the  new  smaller  bars,  can  retail 
for  about  $1.69.  Dole  has  been  selling 
its  box  of  four  2'/2-ounce  bars  for 
about  the  same  price.  Which  works 
out  to  17  cents  per  ounce,  vs.  Nutri- 
Foods'  13  cents.  Coke  has  no  doubt 
the  consumer  will  notice.  "Dole  is 
about  43  cents  a  portion.  We're  right 
next  door  at  27  cents,"  says  Poley. 

Even  though  the  Jaffe  clan  had  a 
respected,  steadily  selling  product, 
it's  not  hard  to  see  why  they  would 
sell  out,  given  the  marketing  ele- 
phants waltzing  onto  their  turf.  "It 
was  only  a  matter  of  time  before  we 
were  eradicated  by  someone  with  a 
$10  million  ad  budget,"  says  Irving 
Jaffe.  Then,  too,  Coke  paid  the  Jaffes 
$14.8  million  for  their  70%  of  Nutri- 
Foods,  or  $4  a  share.  Outsiders  got  $10 
a  share,  but  the  Jaffes  also  got  an  in- 
centive package.  They  receive  half  of 
Nutri-Foods  net  income  until  1989,  a 
good  return  if  profits  grow  as  expected 
in  that  time,  to  $11.5  million.  They 
also  share  in  net  revenues  over  the 
next  four  years — as  long  as  sales  top 
$100  million  a  year. 

Of  course,  if  revenues  don't  grow, 
the  Jaffes  may  well  be  forced  out  of 
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the  company  Richard  founded  in  1977 
with  $50,000  in  loans  guaranteed  by 
his  father.  Irving  Jaffe  dismisses  any 
chance  of  failure.  Ever  the  salesman, 
Irving  refused  to  be  interviewed  until 
Forbes  sampled  the  Fruit  Juicee — all 
six  flavors.  Forbes  can  report  that 
each  is  quite  tasty. 


Just  like  on  TV 

How  valuable  is  getting  your  prod- 
uct on  a  hot  TV  show  like  Miami 
Vice7.  Consider  Wellcraft  Marine,  a 
$165  million  (sales)  boat  manufactur- 
er based  in  Bradenton,  Fla.  A  year  ago 
Wellcraft  expected  to  sell  maybe  a 
dozen  versions  of  its  souped-up, 
$130,000  powerboat,  the  38  Scarab 
KV  with  twin  440hp  engines.  Then  it 
agreed  to  supply  the  muscular  ma- 
chine to  Michael  Mann  Productions, 
which  puts  out  the  blockbuster  TV 
series.  This  year  the  company  says  it 
will  sell  at  least  75  of  the  powerful 
cruisers,  mainly  close  replicas  of  the 
sleek,  lavender-and-turquoise  model 
that  Don  Johnson  and  costar  Philip 
Michael  Thomas  roar  around  in  chas- 


ing bad  guys. 

Happily  for  the  company,  the  sud- 
den popularity  of  this  one  boat  seems 
to  have  helped  move  the  rest  of  its 
line  as  well.  Wellcraft,  a  division  of 
Irwin  Jacob's  Minstar  Corp.,  now  sells 
about  50  different  boats,  ranging  from 
18-foot  outboards  ($5,000)  to  50-foot 
high-speed  Italia  50  cruisers 
($500,000).  Thanks  in  part  to  the  Mi- 
ami Vice  exposure,  Wellcraft  says  sales 
should  grow  about  21%  this  year,  to 
perhaps  $200  million. 

Much  of  that  new  business  is  com- 
ing from  buyers  first  intrigued  by  the 
customized  Miami  Vice  Scarab  with  its 
28-hue  paint  job  (that  fades  from  lav- 
ender to  turquoise),  its  black  Plexiglas 
dashboard  packed  with  22  aircraft- 
style  gauges  and  its  overhead  radar 
arch  mounted  aft.  There  are  even  two 
stand-up  bolsters  instead  of  tradition- 
al seats,  because  most  high-perfor- 
mance drivers  prefer  to  stand  at  the 
helm.  And  for  those  who  consider  the 
440s  too  puny,  twin  500hp  engines  are 
available  that  will  push  this  craft 
across  the  water  at  a  gut-churning 
speed  of  80mph. 

Companies  often  pay  for  such  expo- 
sure or,  as  airlines  frequently  do,  trade 
services  for  it.  The  famous  trail  of 
Reese's  Pieces  candy  in  the  picture 
E.T.  was  a  well-publicized  example. 


Testing  engines  for  the  3#  Scarab  KV 
Enough  power  to  outrun  the  law. 

But  television  series  may  turn  out  to 
have  far  more  clout  with  consumers. 

The  impact  is  obvious,  certainly  at 
Wellcraft.  The  original  top-selling 
Scarab,  with  its  raised  deck  for  more 
headroom  and  storage  space,  hardly 
resembles  the  Miami  Vice  boat.  To- 
day's top  seller  has  a  high-perfor- 
mance look,  and  though  the  boat  can 
be  painted  to  order,  many  buyers  in- 
sist on  Miami  Vice  colors.  "The  racing 
model  was  never  as  popular  as  the 
high  deck,"  says  Bill  Erickson,  senior 
vice  president  of  marketing  and  prod- 
uct development  for  Wellcraft.  "Not 
until  Miami  Vice  got  hold  of  it." 

Who  buys  a  boat  that  devours  gaso- 
line and  whose  only  real  function  is  to 
slice  through  the  water  at  speeds  most 

Pholc»  bv  Red  Morgan 


Bill  F.rickson  at  the  helm  of  Wellcraft  Marine's  Miami  Vice  boat 
Enough  giitz  to  boost  sales  of  the  whole  fleet 
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suitable  for  evading  law  enforcement 
officers?  Typically,  a  male  entrepre- 
neur or  corporate  executive,  Erickson 
says,  30  to  55.  The  buyers,  in  other 
words,  reflect  the  show's  audience. 
NBC  says  that  men  between  the  ages 
of  25  and  54  constitute  26%  of  the 
viewers  and  that  Miami  Vice  now  ranks 
third  in  popularity  among  men  aged 
18  to  49. 

The  Scarab  has  been  a  TV  star  for 
only  one  year.  The  original  Miami  Vice 
boat  was  a  Chris-Craft.  When  that 
relationship  soured,  for  reasons  still 
murky,  Erickson  of  Wellcraft  quickly 
promoted  his  boat  as  a  replacement. 
"I  watched  the  pilot,  knew  the  show 
was  special  and  felt  it  could  be  a  super 
marketing  opportunity,"  he  says.  In 
fact,  the  very  morning  after  he  first 
saw  the  show  he  phoned  John  (Moby) 
Griffin,  an  independent  contractor  in 
charge  of  Miami  Vice's  boating  scenes, 
and  pitched  the  38  Scarab  KV. 

Neither  Miami  Vice  nor  Wellcraft 
will  disclose  the  terms  of  their  deal, 
but  both  seem  satisfied.  "The  con- 
tract has  practically  no  dollar  value," 
says  Griffin.  "And  we  didn't  guaran- 
tee any  air  time.  But  we've  gotten 
letters  because  viewers  notice  the 
boat,  so  we've  put  it  on  the  air  a  bit 
more  often.  If  you  figure  what  it 
would  cost  Wellcraft  to  advertise  on 
the  show,  well,  they're  making  lots  of 
money  on  this." 

True  enough:  Thirty  seconds  of  air 
time  on  Miami  Vice  now  sells  for  about 
$165,000.— Ellen  Benoit 


Playing  the  China  card 

Marketing  in  China  today  at  first 
blush  seems  a  bit  like  black 
comedy.  Procter  &  Gamble  is  there 
with  a  slick  TV  spot  featuring  Tide 
laundry  detergent,  Crest  toothpaste 
and  Ivory  soap,  but  none  are  on  store 
shelves.  The  average  urban  consumer 
makes  around  $300  a  year  but  is  ex- 
horted on  Central  China  TV,  the 
country's  network,  and  on  provincial 
TV,  to  buy  Maxwell  House  instant 
coffee  and  Heinz  baby  food. 

Today  China  represents  a  minimal 
cost  investment  in  the  future  for  U.S. 
companies.  For  about  $450,000  a  year, 
Xerox,  P&G,  General  Foods  and  oth- 
ers who  are  wading  into  the  China 
market  can  reach  300  million  people  a 
week  on  the  national  TV  hookup,  a 
low  cost  per  thousand,  as  they  say  in 
advertising,  of  $1.50. 

Nice  that  this  vast  market  is  such  a 
buy,  because  even  with  the  Chinese 
economy  improving,  the  country  is  a 
very  tough  sell.  Per  capita  income  of 
the  Chinese  urban  worker  was  the 


equivalent  of  $262  in  1984,  up  from 
$188  six  years  earlier,  according  to  the 
U.S.  Bureau  of  the  Census.  But  com- 
pare that  with  Mississippi,  our  poor- 
est state  at  $8,777  in  1984,  and  it  is 
evident  that  the  immediate  opportu- 
nities for  selling  significant  quantities 
of  U.S. -made  crackers,  soaps  and  in- 
stant coffee  in  China  are  limited. 

The  American  firms  do  find,  how- 
ever, that  there  is  no  need  to  try  to 
aim  their  products  at  a  particular  de- 
mographic group  in  China,  since  in- 
come is  distributed  relatively  evenly. 
Almost  half  of  all  worker  households 
had  per  capita  incomes  above  $259  in 
1984,  compared  with  one-fifth  just 
three  years  ago.  And  the  Chinese  pop- 
ulation is  young.  By  2000,  70%  of  the 
population  will  be  between  the  prime 
spending  ages  of  15  to 
64,  compared  with 
65%  here. 

Still,  with  personal 
income  increasing, 
and  utilities  and  rent 
in  urban  areas  subsi- 
dized by  the  govern- 
ment, Chinese  con- 
sumers do  have  more 
cash  in  their  wallets, 
and  they  have  begun 
spending  it.  In  the 
first  nine  months  of 
1985  the  Chinese 
spent  about  $9.25  bil- 
lion on  consumer 
goods.  That's  only 
$9.25  per  person,  but 
it's  still  a  31%  in- 
crease over  the  same 
period  a  year  earlier. 

And    the  country's   

preferences  are  moving  toward  more 
big-ticket  purchases.  Color  televi- 
sions, washing  machines,  stereo  re- 
corders and  refrigerators  are  now  the 
hot  items,  whereas  a  few  years  earlier 
the  demand  was  for  bikes,  watches 
and  radios. 

American  marketers  understand 
that  the  food  and  personal  care  prod- 
ucts they  are  introducing  are  not  yet 
high  on  the  Chinese  shopping  list. 
P&G,  for  example,  says  it  wants  only 
to  encourage  "product  familiarity  and 
a  positive  image"  for  its  brands. 

But  other  companies  are  not  letting 
it  go  at  that.  General  Foods,  for  in- 
stance, is  trying  to  woo  the  non-cof- 
fee-drinking  Chinese  with  low-priced, 
sample-size  and  individual  serving 
size  packets  of  its  Maxwell  House  in- 
stant coffee.  Heinz  is  producing  a  spe- 
cial line  of  rice-based  baby  foods.  And 
for  the  last  three  years,  Gillette  has 
made  and  sold  its  Rhino  double-edge 
razor  blades  and  plastic  razors. 

Some  of  these  companies,  too,  are 


establishing  themselves  for  the  long 
haul  with  joint  ventures  that  include 
setting  up  manufacturing  facilities  in 
China.  So  later  this  year  5,000  tons  of 
Ritz  crackers  and  Premium  Saltines 
produced  by  Nabisco  Brands  Interna- 
tional and  Yili  Food  Co.  will  roll  out 
of  a  factory  in  Peking,  with  at  least 
4,500  tons  destined  for  domestic 
munching.  And  because  China 
smokes  1  trillion  cigarettes  a  year,  R.J. 
Reynolds  Tobacco  International,  to- 
gether with  a  Chinese  company,  is 
building  a  factory  in  the  southeastern 
city  of  Xiamen  that  is  scheduled  to 
start  producing  cigarettes  under  a 
joint  venture  brand  name  next  year. 
And  Heinz  will  produce  and  distrib- 
ute its  baby  food  in  Guangzhou  prov- 
ince by  midsummer. 


Making  Gillette  razors  in  a  Shenyang  factory 
The  dollars  go  in,  but  getting  them  out. 


As  difficult  as  it  is  to  sell  U.S. -style 
consumer  products  in  China,  many 
American  companies  believe  that  the 
country's  currency  laws  may  be  the 
bigger  barrier.  Most  Chinese  consum- 
ers spend  only  nonconvertible  domes- 
tic currency,  or  renminbi,  for  goods 
found  in  local  stores.  So  when  U.S. 
companies  sell  successfully,  they  are 
banking  mainly  a  Chinese  currency 
that  does  not  trade  in  the  internation- 
al currency  markets.  "We  could  be 
selling  three  to  four  times  more  Max- 
well House  instant  coffee  in  China, 
but  the  more  I  sell,  the  bigger  the  hole 
I  dig  for  myself,"  says  George  Liu, 
president  of  Asia  Operations  for  Gen- 
eral Foods.  "I'm  ending  up  with  a  lot 
of  renminbi." 

Clearly,  China  is  not  Cincinnati. 
But  as  capitalism  pushes  into  Peking 
and  beyond,  and  television  works  its 
powerful  magic,  Mrs.  Wang  may  find 
that  she  really  can't  do  without  Ritz 
crackers,  Heinz  baby  food  and  Max- 
well House  coffee. — Catherine  Yang 
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First  there  was  the  gypsy  moth,  then  came 
the  killer  bee.  Now  say  hello  to  . . . 

The  bug  that's 
eating  Texas 


ILLIONS    UPON    MILLIONS  of 

Southern  pine  beetles,  each 
no  bigger  than  a  pencil 
point,  are  munching  their  way 
through  the  timberland  of  the  South- 
east— and  it's  no  laughing  matter. 

It  takes  35  years  to  grow  a  pine  tree 
that  would  be  harvestable  for  lumber, 
but  since  1981  the  tiny  tyrants  have 
devoured  2.72  billion  board  feet,  or 
$178.7  million  worth,  of  the  slow- 
growing  timberland  assets.  Half  that 
damage  occurred  last  year,  when  bugs 
gorged  themselves  in  Texas  on  500 
million  board  feet,  worth  about  $60 
million. 

"On  a  scale  of  one  to  ten,  we're 
plagued  at  ten  now,"  says  Charles 
(Buck)  Vandersteen,  executive  direc- 
tor of  the  Louisiana  Forestry  Associa- 
tion. "Last  summer's  outbreak  was 
the  biggest  ever."  Louisiana  alone  lost 
enough  yellow  pine  lumber  to  build 
50,000  homes,  and  worse  lies  ahead. 

"We've  found  no  way  to  throw 
money  at  this  little  critter  and  get  rid 
of  it,"  says  Clifford  Grum,  chief  exec- 
utive of  Temple-Inland,  Inc.,  which 
owns  1.1  million  acres  of  Texas  tim- 
berland. Temple  spent  nearly  $10  mil- 
lion last  year  to  combat  the  beetle, 
but  to  no  avail. 

The  beetle  is  an  endemic  creature  of 
the  forest,  always  present.  In  previous 
epidemics,  the  bugs  migrated  across 
the  Southeast,  reaching  peak  propor- 
tions in  three-year  cycles,  then  pe- 
tered out  as  mysteriously  as  they 
arose.  What  has  stumped  timber  ex- 
perts is  the  apparent  resurgence  of  the 
pests  this  spring.  These  hard-backed 
creatures  are  winging  their  way  east 
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in  droves  through  the  Louisiana  pines 
and  have  already  shown  up  this  spring 
in  Arkansas,  Georgia  and  North  and 
South  Carolina. 

Climatic  factors  have  enhanced  the 
beetles'  ability  to  flourish.  The  past 
few  mild  winters  have  abated  any  nat- 
ural thinning  of  beetle  populations. 
And  serious  droughts  across  the 
South  since  1983  have  put  pines  un- 
der more  stress,  making  them  more 
susceptible  to  attack. 

As  many  as  100,000  to  150,000  bee- 
tles may  attack  one  pine  tree  as  an 


Southern  pine  beetle,  magnified  ten  times 
and  ( inset)  actual  size 
"No  way  to  throw  money  at  this  lit- 
tle critter  and  get  rid  of  it." 


integral  part  of  the  insects'  life  cycle. 
Female  beetles  initiate  the  attacks 
and  produce  a  chemical  attractant  (ai 
pheromone)  to  signal  other  beetles  to 
the  trees.  The  females  bore  into  the 
tree  and  continue  to  release  the  phero- 
mones  to  guide  arriving  males  to  mi- 
nute entrance  holes  in  the  bark. 

The  tree's  defense  system  reacts  by 
pumping  out  a  sticky  white  resin  tol 
envelop  the  insects  as  they  tunnel 
into  the  outer  bark.  But  the  numbers 
of  bugs  are  overwhelming.  Tree  dam- 
age is  aggravated  by  a  fungus  that  the 
beetles  carry,  which  clogs  the  trees' 
conductive  tissues  and  stains  the 
wood  blue. 

After  mating,  each  pair  of  beetles 
digs  a  gallery  to  lay  eggs  on  the  under- 
side of  the  bark,  within  the  thin  cam- 
bium membrane  that  lines  the  tree 
trunk.  The  cambium  contains  the 
vascular  system  that  provides  nutri- 
ents and  moisture  in  the  tree.  The 
beetles  boring  around  the  trunk  slice 
the  cambium,  destroying  the  tree's 
life-support  system. 

Actually  locating  the  insects  isn't 
easy.  Foresters  hunt  for  them  primari- 
ly by  aerial  surveillance.  The  telltale 
signs  are  groves  of  yellow  and  reddish- 
brown-crowned  pines.  However,  bee- 
tles can  kill  a  tree  in  two  or  three 
days,  while  it  takes  a  tree's  needles  up 
to  six  weeks  to  change  color.  Needles 
infested  in  late  fall  stay  green  until 
January.  Walking  the  forest  is  futile — 
the  tiny  entrance  holes  on  the  tree 
bark  that  look  like  bird  shot  are  visi- 
ble only  inches  away.  "A  pine  can  be 
destroyed  almost  as  fast  as  by  a  forest 
fire,"  observes  Joe  Pase,  an  entomolo- 
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ist  with  the  Texas  Forest  Service. 

Once  bugs  are  detected,  loggers  ei- 
ler  fell  the  infested  trees  and  leave 
lem  or  haul  out  hewn  trees  for  sal- 
age.  Since  the  bugs  are  not  attracted 
)  fallen  trees,  loggers  cut  a  buffer 
ane  of  150  to  250  feet  around  the 
rfested  area  to  curtail  the  migration. 

Since  beetle-killed  trees  can  be  sold 

cut  before  the  wood  starts  its  rapid 
ecay,  infested  timber  has  now  glut- 
id  the  market.  Timberland  owners 
re  getting  distress  prices  for  damaged 
mber  useful  only  for  fuel,  pulp,  low- 
rade  lumber  or  cardboard.  Salvaged 
)gs  bring  as  little  as  $20  per  thousand 
oard  feet,  compared  with  $150  to 
200  per  thousand  board  feet  for  top 
rades.  Says  John  Squires,  Interna- 
onal  Paper's  mid-South  regional 
lanager  for  land  and  timber,  "We 
pent  an  additional  $500,000  last 
ummer  to  salvage  beetle  wood.  The 
larket's  softness  cost  us  even  more." 

Small  timberland  owners,  many 
ounting  on  timber  revenues  for  re- 
irement,  have  been  particularly  hard 
it.  In  February  Max  Kelley,  mayor  of 
^innfield,  La.,  sold  the  trees  on  his 
lother's  160  acres  to  International 
aper  at  50%  off  his  hoped-for  price. 
We're  between  a  rock  and  a  hard 
lace,"  he  says.  "Do  you  get  what  you 
an  now  or  let  the  bugs  get  it?" 

Big  timber  companies  were  slow  to 
sact  the  last  time  the  bugs  struck,  in 
976,  but  now  the  firms  are  more  sen- 
itive  to  the  scale  of  potential  losses. 
Champion  International,  which  owns 
bout  a  million  acres  in  east  Texas, 
ast  summer  shifted  its  harvest  plans 
o  salvage  90%  of  its  beetle-infested 


wood  for  use  in  its  own  mills  as  fuel, 
or  to  make  newsprint,  lumber  and 
plywood.  Champion  and  others  are 
beginning  to  take  preventive  mea- 
sures as  well.  These  include  thinning 
out  forests,  because  the  beetles  usual- 
ly first  seek  older,  larger  trees  that 
may  stand  in  crowded  areas. 

But  isn't  there  some  way  to  rein  the 
epidemic  outbreaks  of  these  hideous 
creatures  once  and  for  all?  Interna- 
tional Paper  researchers  are  injecting 
Mississippi  and  Louisiana  pines  with 
various  doses  of  the  chemical  Pestroy, 


Clifford  Grum  of  Temple-Inland  with  tree 
hark  tunneled  by  beetles 
Nearly  $10  million  spent  last  year 
...  to  no  avail. 


Discolored  pines  in  Kisatchie  National 
Forest  spotted from  the  air,  signaling  bee- 
tle damage  (left),  and  (above)  a  buffer 
zone  of  felled  trees  to  halt  the  bugs 

made  by  P.B.I.  Gordon,  to  poison  the 
bugs  as  they  feed  on  the  inner  bark. 
Researchers  will  know  the  outcome 
in  about  two  months.  "We  know  the 
chemical  is  toxic  to  the  beetle  in  the 
lab,"  says  Kurt  Ray  of  International 
Paper.  "The  question  is,  can  you  get  a 
lethal  dose  into  them  in  the  forest?" 

Richard  Goyer,  a  forest  entomolo- 
gist and  professor  at  Louisiana  State, 
has  begun  experimentally  injecting 
pines  with  two  Dow  Chemical  prod- 
ucts. One  is  Tordon  101R,  a  herbicide 
that  should  cause  trees  to  produce 
excessive  resin  to  entrap  the  bugs. 
The  second  experiment  involves  a 
mixture  of  Tordon  10 1R  and  a  lethal 
dose  of  Dursban  4E,  an  insecticide 
that  Goyer  hopes  will  kill  larvae. 

Not  everyone  likes  that  approach, 
however,  and  for  good  reason.  Says 
insect  behaviorist  Thomas  Payne  of 
Texas  A&.M,  "We  try  to  stay  away 
from  pesticides.  Who  knows  what's 
happening  when  you  squirt  all  that 
junk  out  there?" 

Payne  is  working  to  turn  the  phero- 
mones  of  the  male  and  female  beetles 
against  themselves.  He  has  been  im- 
planting electrodes  next  to  the  nerves 
of  the  antenna  olfactory  receptors  to 
record  reactions  to  chemical  odors.  In 
proper  doses,  swabbing  trees  under  at- 
tack with  the  female-produced  phero- 
mone  frontalin,  or  the  male  essence, 
verbenone,  may  trick  the  beetles  into 
staying  put  rather  than  migrating  in 
search  of  a  mating  partner.  "We  don't 
see  these  things  as  silver  bullets," 
sums  up  Payne.  "If  we  can  put  a  halt 
to  75%  of  the  infestations,  we  will 
feel  successful." — G.B. 
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two  years  old  and  growing 
stronger  every  day 


It  comes  as  no  surprise.  From 
the  day  of  divestiture,  BellSouth 
has  been  the  largest  of  all  the  re- 
gional holding  companies.  We 
have  always  had  the  strength  to 
grow  and  the  skills  to  do  it. 

Our  strategies  have  been  clear: 
to  focus  on  telecommunications, 
the  business  we  know  best;  to  be 
financially  driven  while  maintain- 
ing our  consumer  orientation 
with  a  commitment  to  service; 
and  to  pursue  orderly  and  sensi- 
ble diversification. 


Two  years  of  strong  financial  performance 

%  cumulative  total  return* 


DJIA 


-20- 


1q   2o  3o   4q    1q   2q   3o  4o 


'Total  return  =  yield  +  price  appreciation 

Sound  Financial  Strategies 

The  soundness  of  these  strate- 
gies can  be  measured  in  a  number 
of  ways.  First,  financially.  More 
than  90%  of  our  revenues  come 
from  our  two  telephone  operating 
companies,  Southern  Bell  and 
South  Central  Bell.  Their  perform- 
ances over  the  past  two  years  have 
helped  BellSouth  stock  to  outper- 
form both  the  Dow  Jones  Industrial 
Average  and  the  Standard  and 
Poor's  500  Average. 

Information  Age  Technology 

Our  focus  on  telecommunica- 
tions places  us  in  the  lead  as  Amer- 
ica races  into  the  Information  Age. 
In  this  new  era,  when  telecommu- 
nications will  become  the  most 
significant  part  of  this  nation'seco- 
nomic  infrastructure,  BellSouth's 
$21  billion  network  already  in  place 
is  offering  our  customers  the  lead- 
ing edge  of  technologies. 


Our  investment  of  some  $19 
billion  over  the  past  seven  years 
has  produced  an  abundance  of 
new  products  and  services  for  our 
present  and  future  customers.  We 
are  one  of  the  leading  companies 
in  the  deployment  of  fiber  optic 
cable.  Our  customers  today  can 
have  such  exotic  high-tech  serv- 
ices as  MegaLinkr  TouchStarf" 
LightGate®  PulseLinkr  Syn- 
chroNetsm  and  ESSXr  which 
transmit  voice,  data  or  video 
signals  over  telephone  access 
lines.  These  and  many  other  new 
services  are  being  marketed  ag- 
gressively to  our  residential  and 
business  customers. 


The  Strength  Of  Our  Region 

And  nowhere  is  the  future 
more  promising  than  in  our  nine- 
state  Southeast  region.  We  are 
serving  the  needs  of  one  of  the 
fastest  growing  areas  in  the  na- 
tion; BellSouth  companies  serve 
a  region  of  over  46  million  people. 
Our  population  is  growing  40  to 
50  percent  faster  than  the  U.S.  av- 
erage. Net  in-migration  to  the  re- 
gion totaled  about  1.4  million  from 
1980-84,  and  by  the  year  2000, 
our  nine  states  will  be  home  to 
some  57  million  people. 


People,  Promise 

Though  BellSouth  is  just  two 
years  old,  we  are  not  new  at  all. 
We  inherited  the  legacy  of  two  of 
the  proudest  names  in  the  Bell 
System:  Southern  Bell  and  South 
Central  Bell.  We  are  a  company  of 
some  93,000  people  whose  tal- 
ents and  experience  become  ev- 
ermore important  as  technology 
spawns  new  market  opportunities 
for  us.  Accompanying  that  experi- 
ence are  financial  competence  and 
sound  management,  and,  above 
all,  a  commitment  to  lead  the  way 
into  the  Information  Age. 

Two  years  ago,  we  promised 
that  BellSouth  would  explore  new 
ventures  and  new  growth  markets 
and  that  our  goal  was  sound  and 
profitable  growth.  We  will  continue 
to  live  up  to  that  promise. 

Learn  more  about  BellSouth 
from  your  broker,  or  write:  Mr. 
L.E.  Spradlm,  Director  of  Investor 
Relations,  BellSouthCorporation, 
675  West  Peachtree Street,  N.E., 
Atlanta,  Georgia  30375.  Or  call 
404-420-8136. 


The  BellSouth  Companies: 
South  Central  Bell  •  Southern  Bell  • 
BellSouth  Services  •  South  Central  Bell 
Advanced  Systems  •  Southern  Bell 
Advanced  Systems 

BellSouth  Enterprises  •  BellSouth 
Advertising  &  Publishing  •  BellSouth 
Advanced  Systems  •  BellSouth  Mobility  • 
BellSouth  Systems  Technology  •  BellSouth 
International  •  FiberLAN,  Inc 
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Your  best  connection? 


Technology 


Record  companies  are  dusting  off  old  LPs  for  reissue  as 
compact  disks.  Thanks  to  digital  remastering,  music 
buffs  will  enjoy  improved  sound. 

Mastering  time 


Classical  music  producer  Andrew 
Kazdin  winced  as  he  listened  to 
the  compact  disk  copy  of  Stravinsky's 
Firebird,  which  he  recorded  for  CBS 
Masterworks  a  decade  ago.  The  rea- 
son? An  unexpected  break  in  the  mu- 
sic. Disconcerted,  the  two-time 
Grammy  award  winner  urged  CBS 
brass  by  letter  to  resplice  old  record- 
ings before  transferring  them  to  CD. 

That  1984  missive  prompted  the 
CBS/Sony  affiliate  in  Japan  to  go  Kaz- 
din one  better.  The  company  invited 
him  and  two  other  top  former  CBS 
producers,  Thomas  Frost  and  John 
McClure,  to  return  to  the  studio. 
Would  they  please  remix  recordings 
they  had  made  with  such  artists  as 
Leonard  Bernstein  and  Eugene  Or- 
mandy,  Isaac  Stern  and  Glenn  Gould 
over  the  past  25  years? 

For  the  51 -year-old  Kazdin,  digital 
remastering,  as  this  re-recording  pro- 
cess is  called,  presented  a  major  chal- 
lenge: how  to  reconcile  two  funda- 
mentally different  technologies. 

His  original  studio  or  master  tapes 
were  recorded  in  the  analog  mode. 
The  peaks  and  valleys  of  the  record 
grooves  themselves  create  an  analogy 
to  the  original  sound  waves.  The  nee- 
dle picks  up  the  wiggles  and  then 
transmits  the  sound  through  electri- 
cal impulses  that  the  speakers  con- 
vert back  into  acoustical  waves. 

Analog  tape  works  the  same  way — 
a  pattern  of  magnetic  particles  analo- 
gous to  the  sound  waves  is  distributed 
on  the  tape  by  the  recording  heads. 
"The  basic  principles  of  analog  re- 
cording haven't  changed  since  Thom- 


Tcd  Kjppk- 


Record  producer  Andrew  Kazdin 
Solving  problems  created  a 
quarter-century  ago. 

as  Edison,"  Kazdin  notes. 

Digital  recording,  however,  is  a  rad- 
ically different  way  of  storing  sound 
on  tape.  The  music  is  converted  into 
binary  code,  the  basic  language  of 
computers — thousands  of  Os  and  Is 
for  each  second  of  music.  To  process 
that  information,  Kazdin  uses  a  digi- 
tal tape  recorder  sophisticated  enough 
to  capture  the  most  subtle  sounds 
within  the  20  to  20,000  Hz  frequency 
range  that  represents  the  span  of  hu- 
man hearing. 

Unfortunately,  many  of  the  early 
recordings  Kazdin  has  had  to  re-record 


contain  much  background  noise,  es 
pecially  tape  hiss.  "Every  time  the) 
tape  was  copied,  another  layer  of  hiss 
was  painted  on,"  says  Kazdin. 

To  solve  the  problem,  Kazdin  has 
had  to  remix  the  original  recordings. 
Doing  so,  Kazdin  can  be  found  at 
work  with  an  engineer  in  a  window- 
less  studio,  deep  in  concentration.  As 
he  listens  to  a  Mozart  piano  concerto 
through  two  giant  B&W  loudspeak- 
ers, Kazdin  adjusts  the  knobs  and  di- 
als on  an  old-fashioned  equalizer! 
whose  console  resembles  the  flight 
panel  of  a  World  War  II  bomber. 

He  fiddles  with  the  recording  levels 
to  solve  problems  created  a  quarter 
century  ago,  such  as  tape  hiss  and 
unnaturally  bright  high  frequencies. 
A  Sony  digital  editor  splices  the  new 
master  tape  electronically — no  more 
need  for  scissors  or  glue.  The  resulting 
master  tape  is  then  shipped  to 
CBS/Sony's  superclean  factory  in  la- 
pan,  where  it  is  pressed  into  CDs  that 
sound  crisper  and  newer  than  the  orig- 
inal master  tapes. 

To  hear  the  record  companies  talk, 
digital  remastering  is  the  equivalent: 
of  restoring  Michelangelo's  Sistine 
Chapel.  "It's  like  listening  to  the  mas- 
ter tape  that  Bruno  Walter  himself 
heard  in  the  studio,"  raves  Peter 
Munves,  CBS  Masterworks  director  ofi 
marketing  planning. 

It's  also  a  substantial  corporate) 
windfall.  The  cost  of  making  a  digital- 
ly remastered  CD  has  been  estimated 
at  $10,000,  compared  with  five  times 
as  much  or  more  for  a  new  classical! 
recording.  A  complete  opera  could 
jack  up  the  price  to  well  oven 
$200,000.  Not  surprisingly,  labels  like 
EMI/Angel  and  RCA  are  quickly  fol- 
lowing CBS  down  the  same  path. 

The  producers  recognize  that  notj 
all  mistakes  can  be  rectified.  "Record- 
ing isn't  an  exact  science,"  says  RCA 
Executive  Producer  lack  Pfeiffer,  whe 
is  now  remastering  LPs  he  made  with 
fascha  Heifetz,  Artur  Rubinstein  and 
Vladimir  Horowitz.  "It  all  depends  on 
the  quality  of  the  original  recording.'' 
In  other  words,  it  depends  on  how 
well  Andrew  Kazdin  and  his  col- 
leagues executed  their  jobs  15  or  2C 
yea-rs  ago. — Howard  Gold 


Ceiling  unlimited 

Commercial  airline  crews  get  their 
weather  information  from  their 
company's  own  weathermen.  Pilots 
of  smaller,  private  planes  get  their 
weather  information  by  stepping  out- 
side and  looking.  Or  they  can  ring  up 
the  Federal  Aviation  Administra- 
tion's Flight  Service  Stations.  In  both 


cases,  the  resulting  data  are  free. 

Yet  now  comes  Aviotex,  a  Costa 
Mesa,  Calif. -based  company  pos- 
sessed of  a  curious  notion.  The  com- 
pany hopes  to  convince  small-plane 
pilots  to  pay  a  minimum  of  $30  per 
month  for  high-quality,  color-graphic 
weather  maps,  as  compared  with  the 


audio-only  reports  provided  free  by 
the  FAA. 

Pascal  Mahvi,  Aviotex  chairman 
believes  there  is  more  than  enough 
reason  to  turn  away  from  the  FAA 
"In  a  bad  weather  situation  [when  evi 
eryone  calls]  you  can  be  waiting  or; 
the  FAA  telephone  line  up  to  45  min 
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ites  to  get  a  weather  briefer  to  answer 
our  call.  You  get  put  on  hold." 
Aviotex,  one  of  a  number  of  new- 
omers  to  the  weather  business  aimed 
t  pilots,  is  banking  on  its  system's 
ersatility  for  a  competitive  edge.  The 
iggest  pluses  are  that  the  system  is 
isual  and  fast.  Aviotex  has  the  ability 
o  combine  color  graphics,  including 
atellite  and  radar  imagery,  and  video- 
ex  in  a  computer  system  that  dis- 
lays  colored  maps  matched  to  the 
rinted  word. 

The  technology  not  only  cuts  trans- 
mission time  using  coded  signals  but 
lso  produces  color  graphics  at  the 
eceiving  end  in  seconds.  Other  trans- 
mission methods  take  at  least  seven 
minutes.  The  system  also  prints  out 
11  types  of  important  flight  informa- 
ion  and  can  be  used  to  file  flight 
lans.  Pilots  with  personal  computers 
an  call  up  their  information  at  home, 
n  a  motel  room,  or  at  airports,  where 
/lahvi  plans  to  install  terminals. 
nhey  can  even  gain  access  to  the  sys- 
em  by  telephone,  using  a  television 
monitor  and  a  data  modem. 

Aviotex  has  installed  its  $7,000  ter- 
minals at  Dulles  airport  outside 
Vashington,  D.C.  and  at  the  Miami 
irport.  The  company  plans  to  offer 
ree  installation  elsewhere  if  interest 
akes  off.  "Every  pilot  that  looked  at  it 
iked  it,"  says  Art  Wagoner,  director 
if  aircraft  sales  at  Page  Avjet  Corp.'s 
tation  in  the  Miami  airport. 


Jeff  MacMillan/JB  Pictures 


Aviotex'  Didles  terminal 
"What  we've  done  is  create  an  elec- 
tronic mall  that  covers  the  entire 
North  American  continent." 


Mahvi  and  associates  have  invested 
about  $6  million  in  the  U.S.  and  Can- 
ada, where,  through  a  Canadian  gov- 
ernment contract,  Aviotex  installed 
its  system  at  35  airports.  The  limited 
deal  generates  about  $2.5  million  in 
revenues  a  year.  Mahvi  foresees  the 
U.S.  operation  pulling  down  $20  mil- 
lion in  annual  revenues  by  1989. 

Mahvi's  inventiveness  doesn't  stop 
here.  He  also  intends  to  use  the  ma- 


chinery as  a  marketing  tool.  He  hopes 
Aviotex  will  carry  advertising  for  air- 
plane fuel,  maintenance  service,  car 
rentals,  hotels,  clothing  and  pilot  sup- 
plies. Local  flight  services  at  airports 
would  sell  advertising  in  exchange  for 
15%  of  revenues. 

Starting  from  scratch  in  the  U.S., 
Mahvi  figures  he  must  enlist  about 
10,000  subscribers  to  remain  the  mar- 
ket leader  in  the  short  run.  Users  pay 
$30  a  month  and  60  cents  for  a  minute 
of  computer  time,  or  about  $3  to  $6 
for  a  weather  briefing/flight-planning 
session. 

With  over  700,000  licensed  pilots  in 
the  U.S.,  Mahvi  is  confident  his  com- 
pany isn't  flying  blindly  into  the  mar- 
ketplace. He  says  the  FAA  is  further 
enhancing  his  opportunity  by  closing 
250  flight  service  stations,  leaving  a 
total  of  61.  "They're  getting  bogged 
down,"  says  Mahvi,  who  pilots  a 
twin-engine  craft,  "so  it's  wide  open." 

Will  the  Aviotex  system  fly?  Mahvi 
obviously  thinks  so.  Says  he:  "What 
we've  done  is  create  an  electronic 
mall  that  covers  the  entire  North 
American  continent.  For  60  cents  a 
minute  any  pilot  can  get  weather 
briefing,  flight  planning,  and  even  do 
his  shopping.  There's  a  wide-open 
market  out  there."  Maybe.  But  Mahvi 
might  also  find  it  filled  with  people 
who  are  not  about  to  pay  $30  a  month 
for  a  service  they  now  can  get  for 
free. — Jerry  Flint 


Sun  worshipers 


Bordon  Perry,  executive  vice  presi- 
dent of  Mutual  of  New  York,  used 
o  enjoy  sunning  himself  to  a  mahoga- 
ty  tan  during  weekend  sailing  jaunts 
m  Long  Island  Sound.  But  when  he 
eturned  last  month  from  two  weeks 
m  the  Hawaiian  isle  of  Oahu,  he  was  as 
lale  as  an  unbaked  loaf  of  bread  and 
iroud  of  it.  "I  smeared  on  that  thick 
unscreen  the  whole  time,"  he  boast- 
id.  "When  I  got  back,  people  asked  me 
vhy  I  wasn't  tan." 

The  53-year-old  financial  services 
>fficer  wasn't  tan  because  he  didn't 
vant  to  be.  Why  so?  Several  months 
:arlier  he  had  been  diagnosed  as  hav- 
ng  precancerous  facial  lesions  that  a 
lermatologist  promptly  removed, 
'erry  has  the  Skin  Cancer  Foundation 
o  thank  for  the  diagnosis.  He  partici- 
>ated  in  a  pilot  of  the  foundation's 
:arly-detection  screening  program, 
vhich  will  be  launched  in  other  New 
fork  metropolitan  area  corporate  of- 
ices  starting  in  May. 

In  the  program,  doctors  in  private 
lermatological  practice  will  volun- 
eer  their  time  to  perform  total  body 


examinations  to  search  for  potentially 
cancerous  growths  among  5,000  to 
10,000  employees  of  companies  in- 
cluding Citicorp,  Gannett,  Nestle  and 
Ciba-Geigy.  Later  the  program  may  be 
expanded  nationwide. 

The  project  comes  after  years  of  fu- 
tile effort  by  the  foundation  to  awak- 
en public  concern  over  skin  cancer.  In 
1984  foundation  managers,  with  the 
aid  of  the  American  Academy  of  Der- 
matology, decided  it  might  be  more  of 
an  attention-getter  if  President  Rea- 
gan inaugurated  an  annual  Skin  Can- 
cer Week,  beginning  in  March  1985. 
When  the  President  himself  subse- 
quently was  diagnosed  as  having  basal 
cell  carcinoma  the  following  August, 
public  concern — and  corporate  sup- 
port— leaped. 

Why  focus  on  office  workers?  Be- 
cause they  are  considered  to  be  at  high 
risk  for  the  disease — sequestered  in- 
doors five  days  a  week  and  then  frying 
themselves  like  chickens  on  week- 
ends and  vacations,  explains  Mitzi 
Moulds,  executive  director  of  the 
foundation.  It  is  these  harsh,  inter- 


mittent blasts  of  sunlight  that  trigger 
malignant  melanoma,  the  most  seri- 
ous form  of  skin  cancer. 

Half  a  million  people  will  be  diag- 
nosed as  having  some  stage  of  skin 
cancer  this  year.  Another  7,000  will 
die  from  the  disease.  The  odds  of  con- 
tracting the  most  serious  form  some- 
time during  one's  life  are  increasing 
dramatically  as  people  who  are  ordi- 
narily indoors  augment  their  sun  wor- 
shiping. The  probability  today  is  1-in- 
150;  by  the  year  2000,  l-in-100. 

In  the  case  of  MONY  employees, 
Perry  was  not  the  only  one  to  be  diag- 
nosed as  having  possible  skin  cancer. 
Out  of  100  workers  tested  at  the  firm, 
a  surprising  25  of  his  colleagues  also 
had  unusual-looking  moles  or  other 
abnormal  growths  for  which  the  der- 
matologists recommended  treatment. 
Perry  intends  to  get  preventive  check- 
ups twice  a  year  from  now  on. 

Says  the  executive  of  his  own  expe- 
rience: "I  just  wanted  to  set  an  exam- 
ple as  the  boss.  But  then  it  became 
very  real,  very  fast." — G.B. 
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Personal 

Affairs 

Edited  by  William  G.  Flanagan 

Your  earnings  dont  stop,  at  70.  An  IRA 
keeps  working  for  you  long  after  those 
golden  years  of  retirement  begin. 

Cracking  the 
nest  egg 


By  Kerry  Hannon 


Fewer  than  15%  of  eligible 
workers  contributed  any  mon- 
ey at  all  to  IRA  plans  in  1984. 
That  speaks  volumes  about  Ameri- 
cans' penchant  for  saving. 

Ignored  though  it  is,  the  IRA  re- 
mains a  very  valuable  retirement  gift 
from  Uncle.  You  should  bend  over 
backward  to  fund  your  IRA  to  the 
maximum  each  year.  Here's  why. 

Let's  say  you  started  an  IRA  at  40, 
four  years  ago.  Assuming  you  parked 
the  money  in  CDs,  you  now  have 
about  $9,733 — nothing  to  crow  about. 
But  by  the  time  you  are  70 Vi  and  have 
to  start  drawing  money  out,  you  will 
have  accumulated  $244,692,  based  on 


a  yearly  contribution  of  $2,000  and  an 
8%  rate  of  return.  Not  bad  for  a 
$60,000  investment. 

But  that's  only  half  the  story.  Al- 
though the  mention  of  cracking  the 
nest  egg  has  an  eerie  finality  about  it, 
have  no  fear.  Just  because  money  is  no 
longer  being  contributed  annually 
does  not  mean  that  the  fund  has  quit 
producing  tax-free  income.  Often  a 
person  can  make  withdrawals  from 
the  fund  without  depleting  principal 
for  many  years.  And  still  have  cash 
left  over  at  death. 

Let's  review  the  ground  rules.  If  you 
are  under  70'/2,  you  can  open  an  IRA. 
You  can  have  as  many  accounts  as 
you  want,  but  no  more  than  a  total  of 
$2,000  can  be  contributed  to  all  ac- 


Tour  own  cash  cow 


Assume  you  tap  your  IRA  at  70lA.  If  you  are  a  single  male,  the  IRS  gives  you  a 
life  expectancy  of  12  years.  The  total  payouts  of  nest  eggs  of  various  sizes  are 
shown  below.  If  yours  is  a  joint  account,  and  your  wife  is  65,  the  IRS  says 
your  joint  life  expectancy  is  20.7  years.  Your  nest  egg  continues  earning  for 
more  years,  with  much  greater  payouts.  Note  the  importance  of  yield. 


Nest  egg  at  70Vi 


(8%) 


-Single  payout- 

110%) 


(12%) 


$  100,000 


$  174,182 


$  202,030 


$  235,064 


500,000 


870,910 


1,010,150 


1,175,320 


1,000,000 


1,741,820 


2,020,300 


2,350,640 


Nest  egg  at  70Vi 


(8%) 


-Joint  payout- 

(10%) 


(12%) 


$  100,000 


S  255,246 


S  331,016 


$  432,590 


'00,000 


1,276,230 


1,655,080 


2,162,950 


1,000,000 


2,552,460 


3,310,160 


4,325,900 


Source  IRA  Record  Keeper,  E  F  Hutton 


counts  in  a  given  year.  If  you  have 
nonworking  spouse,  you  can  contriti 
ute  $2,250  per  year. 

There  is  one  exception  to  this  limi 
If  you  are  retiring  or  leaving  a  job  ant 
have  accumulated  funds  in  a  corpd 
rate  retirement,  profit-sharing  or  pen! 
sion  fund,  you  can  defer  taxation  oi 
that  sum,  regardless  of  the  amount,  bi 
placing  it  in  a  rollover  IRA  accoun 
within  60  days.  This  lump  sum  distrii 
bution  then  continues  to  grow  tax| 
free  until  you  withdraw  it. 

You  can  start  dipping  into  your  ac; 
count  without  penalty  after  the  age  oi 
59  Vi.  Prior  to  that  there  is  a  10%  pen) 
alty.  Upon  turning  70'/2  you  must  be 
gin  minimum  withdrawals  based  oii 
your  life  expectancy,  as  designated 
the  IRS.  And  here  is  where  a  lot  o| 
people  get  confused. 

If  a  man  has,  say,  $100,000  in  hii 
IRA  at  the  age  of  70,  he  must  with 
draw  one-twelfth  of  the  principal,  oi 
$8,333,  by  Apr.  1  of  the  following 
year.  The  absolute  amount  you  have 
to  take  out  of  the  fund  each  year  carl 
increase  as  you  get  older.  The  precise 
amounts  are  determined  by  the  total 
principal  at  the  beginning  of  the  tax 
year,  divided  by  your  life  expectancy 
at  that  time.  (Of  course,  you  can  with- 
draw more  than  the  minimum  if  you 
prefer;  you  could  deplete  the  entire 
account  at  once  if  you  chose.) 

According  to  the  IRS,  a  70-year-ok 
man  can  expect  to  live  another  12.1 
years.  Assuming  a  $100,000  nut) 
again,  and  a  10%  rate  of  return,  by 
year-end  you  will  have  accumulated 
an  additional  $10,000  in  interest.  But 
you  will  be  required  to  withdraw  only 
that  $8,333.  The  second  year  this, 
same  man  must  withdraw  the  desig 
nated  sum  by  Dec.  31.  This  time  he 
calculates  his  minimum  withdrawal 
based  on  the  life  expectancy  of  a  71 
year-old  man,  or  11.6  years. 

There  are  two  other  ways  an  ac 
count  can  be  paid  out.  It  can  be  calcu 
lated  using  the  joint  life  expectancy  of 
you  and  your  spouse.  For  example,  if  a 
man  is  70  and  his  wife  65,  the  joint 
life  expectancy  is  20.7  years,  anc 
payouts  can  be  spread  over  that  peri 
od,  recalculating  life  expectancy  each 
year.  If  the  IRA  holder  dies  before  the 
withdrawals  start,  the  spouse  can  be 
gin  withdrawals  immediately  based 
on  his  or  her  own  life  expectancy  or 
defer  withdrawals  till  the  year  that 
the  holder  would  have  been  70'/2. 

An  IRA  holder  can  also  pick  a  bene- 
ficiary who  is  not  a  spouse.  In  that 
case  one-half  of  the  account  must  be 
paid  out  over  the  lifetime  of  the  hold- 
er, and  the  remainder  paid  out  over 
the  joint  life  expectancies  of  the  two 
calculated  together.  If  the  holder  dies, 


114 


FORBES,  APRIL  7,  1986 


ayments  begin  one  year  after  the 
eath  and  extend  over  the  life  expec- 
ancy  of  the  beneficiary. 
This  particular  area  needs  more  at- 
sntion  by  the  IRS,  argues  Gary 
trum,  first  vice  president  and  manag- 
r  of  pension  services  for  E.F.  Hutton. 
The  regulations  for  leaving  an  ac- 
ount  to  a  child  or  grandchild  are  un- 
lear,"  he  says.  "Many  times  retirees 
ave  a  large  enough  estate  to  support 
hemselves  and  their  spouse,  so  they 
/ant  the  money  to  go  to  their  chil- 


By  John  Hayes 

It's  all  too  common:  Your  parents 
are  house-rich  but  cash-poor.  And 
hey  could  certainly  use  some  extra 
ash  each  month  in  retirement. 
You  are  willing  to  help  out,  but  you 
lesitate  to  give  away  cash  that  your 
iccountant  insists  should  be  applied 
oward  your  own  and  your  children's 
uture.  He'd  like  you  to  get  into  a  nice 
ax  shelter,  such  as  residential  real 
:state. 

Enter  what  appears  to  be  the  perfect 
iolution:  the  Golden  Retirement  An- 
mity  Mortgage,  or  Grannie  Mae,  the 
)rainchild  of  a  private  corporation 
:alled  the  Family  Backed  Mortgage 
Association.  Here's  how  it  works. 

You,  as  son  or  daughter,  help  mom 
md  dad  unlock  the  equity  in  their 
lome  by  buying  the  house  at  fair  mar- 
cet  value  and  renting  it  back  to  them, 
ilso  at  fair  market  value.  Mom  and 
lad  cash  in  their,  once-in-a-lifetime 
5125,000  capital  gains  exclusion  on 
selling  the  house  and  use  the  proceeds 
:o  buy  an  annuity.  That  provides 
:hem  with  enough  money  to  pay  the 
rent,  as  well  as  a  few  hundred  dollars 
;xtra  each  month.  As  a  sweetener,  a 
portion  of  their  annuity  income  is  not 
raxable  (as  with  any  annuity,  your 
basic  investment  is  not  taxable  upon 


dren  or  grandchildren." 

Regulations  say  that  you  can  no 
longer  contribute  to  the  fund  after 
70 Vi,  and  withdrawals  must  begin 
then.  If  you  fail  to  take  out  your  mini- 
mum, you  may  be  subject  to  a  50% 
penalty  tax  on  the  required  amount. 

How  does  the  withdrawal  process 
work?  A  holder  must  decide  what  as- 
sets should  be  liquidated  to  free  the 
cash  from  the  account.  You  could  sell 
certain  stocks  or  bonds,  for  example. 
Sometimes    dividends    or  interest 


withdrawal,  of  course;  only  what  it 
earns  is  subject  to  tax). 

You  get  a  tax-sheltered  investment 
complete  with  reliable  tenants  who 
won't  ever  be  short  on  the  first  of  the 
month.  Sound  expensive  or  difficult 
to  structure?  For  a  mere  $750  FBMA 


alone  can  amount  to  the  minimum 
required  withdrawal.  The  income  can 
be  swept  into  a  money  market  ac- 
count and  paid  out  monthly,  quarter- 
ly or  at  year-end. 

Note:  Only  a  few  points  in  yield  can 
make  a  very  large  difference  in  the 
total  amount  of  IRA  money  received 
(see  chart,  p.  114).  Which  means  that  a 
lot  of  retirees  will  be  rooting  for  high 
interest  rates  in  years  to  come,  despite 
the  fact  that  inflation  is  supposed  to 
be  their  worst  enemy. 


will  provide  clients  with  appraisals 
and  a  cash  flow  analysis,  find  the 
lender,  sell  you  an  annuity  and  pro- 
vide all  the  legal  documents.  (You 
could  do  all  that  on  your  own,  of 
course,  but  it  would  probably  cost  you 
more  than  FBMA's  fee.) 

Sounds  ideal,  right?  Wrong.  To 
date,  FBMA  has  closed  only  two  Gran- 
nie Maes.  Two  more  are  currently  be- 
ing processed. 

What's  the  problem?  First,  it  takes 
more  money  to  accomplish  such  a 
deal  than  you  might  think.  For  one 
thing,  that  old  house  you  grew  up  in  is 
probably  worth  quite  a  lot.  To  buy  it, 
you  will  probably  have  to  come  up 
with  at  least  a  20%  downpayment. 
That  kills  the  good  intentions  of 
many  an  offspring  right  there,  espe- 
cially if  a  bank  insists  on  an  even 
higher  downpayment  because  of  your 
income  level. 

Consider  the  case  of  Alden  Briggs,  a 
49-year-old  Las  Vegas  hydraulic  engi- 
neer. He  has  been  trying  to  buy  his  82- 
year-old  mother's  three-bedroom 
house  in  Groton,  Mass.  for  months. 

Phil  Hilling 


booking  for  ways  to  help  out  your  folks 
md  get  some  tax  breaks  from  Uncle  Sam? 
fs  possible,  but . . . 

It's  supposed  to 
begin  at  home 
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Y)ur  new  lineup  is  indeed  formidable." 

-Howard  Cosell 


A  smart  magazine  doesn't  lead  its  league  with- 
out putting  together  a  great  team.  At  U.S.News, 
we've  recruited  a  roster  Rill  of  bright  new  stars. 

Led  by  a  proud  new  owner.  And  distinguished 
editors  who  share  a  talent  for  hard-hitting  news  and 
business  coverage.  Plus  design  pros  who've  given 
our  pages  a  polished  new  look. 

With  a  lineup  like  that,  our  advertisers  can 
expect  a  more  competitive  performance.  And  our 
readers — among  the  brightest,  most  affluent  of  any 
newsweekly — can  continue  to  enjoy  a  magazine 
that  tells  it  like  it  is. 


■     ■  A    ■&  WORLD  REPORT 

U.S.News 


A  smart  magazine  just  got  brighter. 


Personal 
Affairs 


Even  with  the  guaranteed  rental  in- 
come, he  has  had  trouble  convincing 
the  bank  that  he  should  qualify  for  an 
80%  mortgage.  So  far  the  bank  has 
been  willing  to  lend  him  only  $80,000 
on  the  $150,000  home,  and  Briggs 
doesn't  have  $70,000  for  a  downpay- 
ment.  "I'm  a  bachelor  and  don't  have 
many  expenses,"  Briggs  explains, 
"but  they  have  their  formulas." 

Second,  there  is  the  likelihood  of  a 
negative  cash  flow  each  month;  the 
rent  is  unlikely  to  equal  mortgage 
payments,  taxes  and  other  expenses. 
True,  you  can  deduct  the  mortgage 
interest,  taxes  and  depreciation,  but 
you  will  still  probably  wind  up  quite  a 
bit  out  of  pocket  every  year.  And  al- 
though there  is  likely  to  be  apprecia- 
tion on  the  house,  you  can't  really  sell 
it  right  out  from  under  your  own  folks 
when  you  feel  like  it.  Nor  are  you  able 
to  increase  the  rent  as  much  as  you 
might  with  a  different  tenant — a  3% 
annual  rent  increase  is  written  into 
the  deal. 

Third,  there  is  a  built-in  inertia  to 
such  an  arrangement.  Admits  Richard 
Puntillo,  FBMA  president,  "There  is 
no  urgency  to  close.  There's  nobody 
who's  going  to  buy  the  house  out  from 
under  you.  Unless  there  is  a  driving 
force  within  the  transaction,  the  child 
or  the  parent,  who  is  really  pulling  it 
along,  we  just  can't  push  it.  It's  like 
pushing  on  a  string." 

George  Genung  Jr.,  director  of  the 
mortgage  finance  division  at  the  Na- 
tional Association  of  Home  Builders, 
adds,  "The  elderly  market  is  not  filled 
with  venturesome  entrepreneurs.  Se- 
curity for  this  group  and  this  genera- 
tion was  based  on  being  debt  free.  To 
take  an  elderly  person  and  reverse 
that  feeling  takes  a  considerable 
amount  of  education,  patience  and 
understanding:" 

There  are  ways  around  most  of 
these  obstacles,  of  course,  as  long  as 
you  are  talking  family.  Ken  Scholen, 
director  of  the  National  Center  for 
Home  Equity  Conversion,  a  nonprofit 
research  group,  says  that  an  arm's 
length  seller-financed  deal  may  work 
just  as  well  as  a  saie-leaseback  if  the 
buyer  is  a  member  of  the  family.  For 
example,  you  might  buy  your  parents' 
home  for  $200,000— its  fair  market 
value— with  only  $10,000  down.  Your 
parents  hold  the  mortgage,  and  you 


make  tax  payments,  repairs,  etc.  You 
owe  them  mortgage  payments  every 
month,  and  they  owe  you  rent.  "If  you 
do  everything  on  a  for-profit  basis," 
asks  Scholen,  "why  pay  anything  to 
the  lender  or  the  life  company?" 

There's  no  way  to  tell  how  many 
private  sale-leasebacks  are  made  this 
way.  They  lack  the  formal  structure 
of  the  Grannie  Mae  program,  and 
there's  no  guaranteed  rent  payment — 
or  mortgage  payment — but  if  parent 
and  child  trust  each  other,  there's  no 
reason  it  couldn't  work. 

One  nonfamily  alternative  that 
Scholen  recommends  is  a  reverse 
mortgage — a  specialized  loan  with  the 
house  pledged  as  collateral.  In  ex- 
change for  future  appreciation,  the 
lender  defers  repayment  until  the 
owner  dies  or  the  house  is  sold 
(Forbes,  Sept.  24,  1984). 

Another  option  is  a  Grannie  Mae 
spinoff  that  FBMA  calls  Smile  (a  far- 
fetched acronym  for  Sale-Move- 
Leaseback).  Designed  for  parents  who 
want  to  move  to  smaller  quarters, 
Smile  involves  selling  the  original  es- 
tate on  the  open  market  and  letting 
the  kids  buy  a  smaller — cheaper — 


By  Mary  Kuntz 

ALMOST  EVERYONE  GROANS  about 
.Social  Security.  Pensioners  claim 
it  doesn't  pay  enough  and  that  it 
shouldn't  be  taxed.  Younger  folks 
gripe  that  they  will  never  receive  as 
much  as  they  contribute  to  the  sys- 
tem— if  anything  at  all. 

But  hold  on  a  second.  Social  Securi- 
ty is  also  a  welfare  and  medical  insur- 
ance system,  the  former  valuable  to 
the  down-and-out,  the  latter  valuable 
to  almost  everybody,  in  the  form  of 
Medicare.  The  system  may  be  inequi- 
table, but  that  is  also  probably  inev- 
itable. Politically,  it  has  proved  to  be 


home  for  the  folks  to  rent.  This  W3 
the  kids  don't  have  to  put  up  as  muc 
money,  and  the  parents  get  to  kec 
more  of  the  annuity  income,  sin^ 
rent  is  lower.  And  if  parents  are  mo' 
ing  from  the  Northeast,  for  exampl 
to  the  Southeast  or  Southwest,  the 
may  have  the  extra  advantage  of  sel 
ing  in  a  seller's  market  and  buying  i 
an  overbuilt  buyer's  market. 

Smile  can  also  provide  better  ta 
breaks  than  the  standard  Grann 
Mae  deal.  Many  older  houses  ha\ 
appreciated  in  value  at  a  slower  rai 
than  the  land  on  which  they  sit.  \{ 
vestors  cannot  depreciate  the  value  i 
land,  however.  So  buying  an  old  hou; 
may  result  in  a  depreciation  allov 
ance  of  only  40%  or  50%  of  the  tot; 
sale  value,  rather  than  the  80%  typ 
cal  of  a  new  home.  Smile  is  far  moi 
likely  to  result  in  an  aftertax  positi\ 
cash  flow,  at  least  in  the  early  years 

There  is  one  other  option.  It  has  n 
tax  advantages,  but  there  are  n 
strings  or  complications.  Simply  gi\< 
the  folks  that  trip,  or  the  car  or  a  fe' 
extra  dollars  each  month.  After  al 
they  didn't  look  for  loopholes  whe 
you  were  a  kid. 


indestructible. 

In  any  case,  the  system  will  not  b 
bankrupt  in  the  near  term,  as  man' 
had  feared.  For  the  intermediate  term 
there  could  even  be  surpluses  as  thi 
huge  postwar  generation  hits  its  full 
earning  stride  in  the  1990s. 

The  maximum  retirement  benefii 
right  now  is  nothing  to  sneeze  at.  / 
person  retiring  this  year  after  45  yean 
of  maximum  contributions  will  hav< 
paid  in  $27,649.19  (see  chart,  p  120) 
At  the  current  maximum  monthh 
benefit  of  $760.20,  he  will  get  back  hit 
entire  contribution  in  just  over  three 
years,  sooner  if  there  are  cost-of-livinj 
increases. 


The  Social  Security  bite  out  of  your  pay 
check  is  now  as  high  as  $3,000  a  year.  Wit 
there  be  anything  left  when  you  retire? 

It  wasn't  meant 
to  be  fair  i 
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TO  KINDLE  A  GREAT  FIRE,  BEGIN  WITH  A  BRILLIANT  SPARK. 


Every  quality  diamond  of  a 
:  or  more  is  one  of  natures  rarest 
most  exquisite  phenomena— 
$  more  fire;  more  sparkle  and 
■illation. 

Each  is  a  visible  reflection  of 
Unique  in  all  the  world. 


possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4(§'s:  Cut,  Color,  Clarity  and 
Carat -weight.  These  determine  the 
value  of  a  diamond  —  and  to  an 
astonishing  degree,  the  beauty  and 
value  of  your  jeweiry. 


Your  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful, 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


1   A  • 


AN 


ng  shown  features 

ity  diamond  of  2.66  carats. 


A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE 
AFIRE  RARELY  SEEN. 


Personal 
Affairs 


If  you  retire  at  65,  the  actuarial  ta- 
bles say  you  will  be  collecting  15 
years — so  that  you  will  ultimately 
take  in  about  five  times  as  much  as 
you  contributed.  (Never  mind  how 
much  more  that  nest  egg  would  have 
been  worth  if  it  were  compounding  at 
even  a  modest  interest  rate;  that  is  not 
the  way  the  system  works.) 

The  system  is  now  solvent,  of 
course,  partly  because  of  increases 
charged  employees  and  employers.  In 
the  mid-1970s  Social  Security  began 
paying  out  more  than  it  was  taking  in, 
and  that's  when  the  big  rate  increases 
started. 

Ten  years  ago  we  were  taxed  a  max- 
imum of  $895  a  year.  The  top  contri- 
bution has  more  than  tripled  since. 

In  1983  Congress  took  further  steps 
to  prop  up  the  fund  by  tightening  eli- 
gibility rules.  The  age  at  which  you 
can  receive  full  retirement  benefits 
will  gradually  increase  to  67.  Early 
retirement  benefits,  meanwhile,  will 
gradually  decrease.  High-income  ben- 
eficiaries began  paying  tax  on  benefits 
for  the  first  time  in  1984,  and,  also  for 
the  first  time,  their  income  calcula- 
tions included  interest  from  tax-free 
investments. 

And  you'll  soon  have  to  work  long- 
er to  be  eligible.  Right  now  it  takes  8.5 
years  to  become  fully  insured  for  re- 
tirement benefits.  That  will  climb  to 
10  years  by  1990. 

On  the  flip  side,  Congress  also  liber- 
alized the  rules  for  Individual  Retire- 
ment Accounts  in  1981,  allowing  all 
workers  to  open  plans,  even  those 
with  company  pension  programs.  The 
tax  break  was  Congress'  way  of  saying 
that  Social  Security  cannot  do  for  the 
next  generation  of  retirees  what  it  is 
doing  today.  (And  thanks  to  the  mir- 
acle of  compound  interest,  if  you  put 
the  maximum  $2,000  into  your  IRA 
every  year  for  40  years  at  8%,  you'll 
have  over  $500,000  at  retirement.) 

But  for  the  long  term  the  system  is 
far  from  home  free.  Part  of  the  reason 
is  sheer  numbers.  While  today's  retir- 
ees have  3.4  workers  toiling  to  fund 
their  monthly  checks,  today's  young 
workers  will  have  only  2.  More  than 
one  forecast  predicts  bankruptcy  by 
the  year  2025.  We  have  all  heard  that 
before — just  before  more  dramatic  in- 
creases in  the  rates. 

Moral:  Consider  Social  Security  a 


It  started  at  $50  a  year 

Employers  and  employees  now  pay  a  maximum  of 
$3,003  a  year  into  the  Social  Security  system,  a  more 
than  threefold  increase  over  the  last  decade.  The  self- 
employed  pay  even  more.  But,  the  good  news  is  that  for 
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nondeductible  tax  and  look  on  any 
retirement  benefit  as  a  bonus.  Mean- 
time, be  sure  to  fund  your  IRA,  Keogh 
and  other  pension  plans  to  the  hilt. 

But  note  that  it  pays  to  check  on  the 
government  from  time  to  time  to  see 
that  it  is  crediting  your  Social  Securi- 
ty account  as  it  should  be.  You  can 
check  its  bookkeeping  by  sending  in  a 
postcard  form  available  from  your 
nearest  Social  Security  office.  You 
will  get  back  another  form  showing 
the  amount  of  covered  wages  you've 
earned  since  your  first  paycheck,  as- 
suming your  employer  deducted  for 
Social  Security. 

Don't  panic  when  you  see  the  num- 
bers. The  SSA  only  cares  about  what 
you  earn  up  to  the  maximum  taxable 
earnings  per  year  and  does  not  record 
anything  above  that  level. 

If  you  find  an  error,  the  SSA  will  fix 
its  records.  However,  only  the  past 
three  years  are  broken  out  separately. 
Everything  you  earned  before  that  is 
lumped  together.  So  it's  a  good  idea  to 


send  for  an  update  every  three  years* 
For  more  detailed  information,  in 
eluding  the  names  of  everyone  yol 
ever  worked  for  starting  with  you 
first  paper  route,  you  have  to  visit  thl 
Social  Security  office  in  person.  Theij 
is  a  fee  attached  to  this  service  tha 
varies  according  to  how  much  infoi 
mation  you  want,  unless  you  ca] 
show  it's  for  a  purpose  related  to  SO 
cial  Security. 

You  may  also  want  to  find  on 
whether  there  have  been  any  previou 
requests  for  your  earnings  record.  A] 
though  your  privacy  is  supposed  to  b 
protected,  it's  relatively  simple  fo 
anyone  who  has  your  Social  Securiti 
number,  from  a  private  investigator  t 
an  estranged  spouse,  to  get  hold  c 
your  file.  All  they  need  do  is  forg 
your  signature.  The  SSA  can  tell  yol 
if  any  requests  have  been  made,  aj 
though  they  won't  be  able  to  tell  yo 
who  they  sent  the  information  to,  fl 
at  what  address. 
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Mileage  Plus 
puts  a  fortune 


in  your  future 


United's  Mileage  Plus 
offers  more  across  the 
Pacific  than  ever  before. 

Now  through  June  15th, 
you  can  fly  round-trip  to 
Tokyo  free  for  as  few  as  37500 
miles  on  selected  United  flights. 
And  higher  mileage  levels  earn  dis- 
count travel  to  Tokyo  in  First 
Class  and  Business  Class. 

And,  every  Pacific  flight  now 
offers  a  50%  bonus  in  First  Class,  and 
a  25%  bonus  in  Business  Class. 

Fly  two  United  Pacific  segments 
by  May  15  th  and  receive  a  Royal 
Pacific  Reward  Certificate 
entitling  two  passengers  to  fly  for 
the  price  of  one  on  any  United 
domestic  route,  including 
Hawaii,  Mexico,  and 
the  Bahamas. 

Until  May  15th,  you 
can  earn  a  5,000  mile 
bonus  on  United's  exclu- 
sive nonstop  service  from 
San  Francisco  to  Osaka. 

Further  rules  and  restric- 
tions apply.  For  information, 
call  your  Travel  Agent 
or  United. 

You  re  not  just  flying, 
you  re  flying  the  friendly  skies. 
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Dorit  tell  students  that  inflation  is  under 
control.  They  are  up  to  their  eyeballs  in 
debt  trying  to  keep  up  with  soaring  tuition 
bills.  And  Uncle  is  helping  less  and  less. 


Degrees 
of  debt 


By  Janet  Bamford 


F|  ew  quarrel  with  the  state- 
ment that  a  quality  college  edu- 
cation is  the  best  investment 
that  young  people  can  make  in  them- 
selves. The  problem  is,  fewer  and  few- 
er of  them  can  afford  it,  and,  for  many, 
the  debt  burdens  are  becoming  un- 
bearable. 

The  figures  are  downright  depress- 
ing. Dartmouth  undergraduates  pay 
$15,000  a  year  in  tuition,  fees,  room 
and  board.  A  year  at  the  University  of 
Chicago  costs  over  $15,000.  Pennsyl- 
vania's Bucknell  University  costs 
about  $12,500. 

Even  the  public  universities,  tradi- 
tional havens  for  students  trying  to  do 
it  on  their  own,  are  no  longer  cheap. 
The  University  of  Texas  costs  Texans 
$6,300,  out-of-staters  $9,100.  The 
University  of  Michigan  charges  resi- 
dents $7,100,  nonresidents  $12,150. 

Graduate  and  professional  schools 
are  even  more  expensive.  Costs  for 
the  1985-86  academic  year  at  Cornell 
medical  school  were  about  $21,500;  at 
University  of  Pennsylvania's  Whar- 
ton School,  $19,000,  and  at  North- 
western law  school,  over  $18,000. 

College  costs  have  been  going  up 
much  faster  than  inflation,  even  as 
the  amount  of  total  student  aid — fed- 
eral, state  and  institutional — dropped. 
In  constant  dollars  it's  down  an  esti- 
mated 5%  from  five  years  ago. 

What's  more,  there  has  been  a  shift 
in  where  the  money  comes  from. 
These  days  most  of  the  cash  comes 
from  loans,  not  scholarships  or  grants. 
And  to  be  eligible  for  a  Pell  Grant,  the 
largest  single  source  of  federal  give- 
aways, family  income  generally  has  to 


be  less  than  $25,000.  A  family  with  an 
income  of  $75,000  is  usually  expected 
to  contribute  at  least  $13,200  to  a 
child's  education. 

It  doesn't  take  an  800  on  the  math 
SAT  to  figure  out  that  the  loans  stu- 
dents and  their  families  are  taking  out 
are  growing — fast.  According  to  Den- 
nis Martin,  assistant  director  of  the 
National  Association  of  Student  Aid 
Administrators,  the  number  of  Guar- 
anteed Student  Loans  (GSL)  increased 
from  991,000  students  borrowing  an 
average  of  $1,311  each  in  1975  to  3.4 
million  students  in  1984,  each  bor- 
rowing an  average  of  $2,326  per  year. 

Most  students  borrow  from  one  of 
two  programs,  the  GSL  or  the  NDSL, 
the  National  Direct  Student  Loan  pro- 
gram. Both  carry  subsidized  interest 
rates;  while  you're  in  school  the  gov- 
ernment pays  the  interest,  which  is 


about  8%  for  GSL,  6%  for  NDSL.  But 
the  GSL  permits  undergraduates  to 
borrow  only  $2,500  a  year  (graduate 
students  can  borrow  $5,000  a  year), 
and  the  NDSL  will  allow  only  $6,000 
in  total  borrowing  over  four  years  of 
undergraduate  study  (an  additional 
$6,000  is  permitted  for  grad  students). 
With  higher-priced  loans  like  PLUS 
(Parent  Loans  to  Undergraduate  Stu- 
dents), undergraduates  can  borrow  up 
to  $12,500  at  12%;  graduate  students 
can  borrow  another  $15,000.  An  alter- 
native for  students  going  into  medical 
fields  is  the  HEAL  (Health  Education 
Assistance  Loan).  But  it  is  hardly 
cheap.  The  interest  rate  is  pegged  at 
3.5%  above  the  three-month  T  bill 
rate.  And  the  interest  on  HEALs  com- 
pounds while  the  student  is  in  school. 

There  is  growing  concern  that  stu- 
dents may  be  shouldering  more  debt 
than  they  can  handle.  "The  signals  are 
disturbing,"  says  Dennis  Martin.  The 
median  debt  that  undergraduates  left 
public  campuses  with  last  year  was 
about  $8,000,  at  private  schools 
$10,000.  Within  five  years,  says  Frank 
Newman,  the  president  of  the  Educa- 
tion Commission  of  the  States,  new 
bachelor  degree  holders  are  likely  to 
be  looking  at  debts  of  $14,000.  A  typi- 
cal student  graduating  from  North 
western  law  school  this  year  will  have 
a  loan  tab  of  about  $35,000.  Medical 
schools  exact  the  highest  toll  (see  box). 

Few  students  doubt  their  degrees 
are  worth  the  cost.  But  many  are  find 
ing  that  choosing  jobs  and  schools: 
involves  taking  a  hard  look  at  what 
their  financial  position  is  likely  to  be! 
in  the  precarious  early  years  after 
school. 

"Debt  load  clearly  affects  careen 
choices,"  says  Frank  Newman.  "Ifl 
you  owe  $12,000,  you  can  talk  all  youj 
like  about  how  you'd  like  to  be  ai 
teacher,  but  with  starting  salaries  ofj 
$16,000,  it  doesn't  look  practical." 

At  present,  debt  burdens  are  influ- 
encing job  choices  more  than  career 
choices.  Consider  Lori  Rosenberg,  a 
26-year-old  New  York  woman  finish- 
ing a  five-year  doctoral  program  ini 
clinical  psychology  at  Rutgers  Uni- 
versity. She  faces  another  three 
months  of  internship  (making  per- 
haps $7,000  a  year)  and  a  year  of  su- 
pervised work  (at  about  $20,000)  be- 
fore she  will  be  able  to  get  her  license 
as  a  clinical  psychologist.  From  there 
she'll  look  for  a  permanent  job  at  an 
in-patient  facility,  like  a  psychiatric 
hospital,  to  work  at  her  specialty.  She 
expects  a  job  like  that  will  pay  about 
$25,000,  and  thinks  that  with  $30,000 
of  debt  hanging  over  her  head  she'll 
leave  sooner  than  she  would  have  oth- 
erwise to  establish  her  own  practice,, 
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Doctors  of  finance 


aybe  I  can  marry  someone 
rich/'  jokes  Scott  Burr,  a 
fourth-year  medical  student. 

Burr,  Deborah  Yourish  and  Mat- 
thew Kates  all  share  the  dubious 
distinction  of  graduating  from  Cor- 
nell medical  school  this  spring 
with  over  $50,000  in  student  debt. 
Students  in  all  professions  are  get- 
ting deeper  into  hock,  but  med 
school  debts  quickly  become  mort- 
gage-size. Stories  of  $80,000  to 
$100,000  tabs  at  medical  schools 
aren't  unheard  of. 

When  they  entered  school  in 
1982,  Burr,  Kates  and  Yourish  were 
just  beginning  to  hear  the  news 
that  a  glut  of  physicians  was  in 
prospect.  Government  efforts  to 
cut  payments  under  health  insur- 
ance schemes  were  also  new.  The 
three  are  all  too  aware  that  the 
physicians'  club  they're  about  to 
enter  is  different  from  that  of  a 
generation  earlier  (Forbes,  Feb.  10). 
The  reality  of  the  loans  they  have 
coming  due  is  sinking  in.  "When 
you're  first  in  school  you  don't 
think  about  it,"  says  Kates,  "but 
now  I  keep  getting  statements  re- 
minding me  how  much  the  loan  is. 
I  start  paying  some  of  it  back  in 
August." 

Yourish  and  Burr  are  headed  for 
pediatrics  and  internal  medicine, 
respectively,  both  of  which  cur- 
rently pay  less  than  $60,000  to 
start.  Kates  will  go  into  ENT  (ear, 
nose  and  throat  medicine),  which 
tends  to  pay  $75,000  to  start.  But 
all  three  resisted  the  temptation  to 
choose  a  specialty  by  looking  at 


Students  ( from  left.)  Burr,  Kates,  Yourish 
Can  you  miss  what  you  never  had? 

income  estimates.  "If  you're  in  in- 
ternal medicine,  you  may  do  a  fel- 
lowship in  gastroenterology 
["scoping  for  dollars,"  say  stu- 
dents] rather  than  infectious  dis- 
eases, but  you're  not  going  to 
switch  into  surgery,"  says  Kates. 
"It  makes  me  worry  that  pediatrics 
is  one  of  the  lowest-paying  special- 
ties, but  you  have  to  do  what  inter- 
ests you,"  says  Yourish. 

Each  of  the  students  is  bracing 
for  some  lean  years  in  the  near 
future,  and  none  expects  to  open  a 
private  practice  on  finishing  train- 
ing. But  they  aren't  fishing  for  sym- 
pathy and  they're  not  seriously 
worried  they  won't  be  able  to  meet 
their  commitments.  "I  think  phy- 
sicians will  continue  to  be  on  the 
higher  scale  of  income  levels. 
Some  people  will  be  more  dissatis- 
fied because  their  parents  led  more 
extravagant  lifestyles  as  physi- 
cians," says  Burr,  whose  father  is  a 
physical  therapist  and  mother  is  a 
nurse,  "but  you  can't  miss  what 
you  never  had." — J.B. 


here  she  can  earn  more. 
Rosenberg's  case  is  not  extreme.  In 
ct,  she  considers  herself  lucky  com- 
ired  with  her  brother,  now  in  medi- 
il  school,  who  will  be  $100,000  in 
;bt  before  he  graduates  as  an  osteo- 
ith.  Still,  Rosenberg  is  looking  at 
lOO-a-month  loan  payments  on  an 
icome  of  perhaps  $25,000  to  start. 
It  comes  as  no  great  surprise,  then, 
lat  a  lot  of  students  become  dead- 
;ats.  About  9%  of  both  National  Di- 
:ct  Student  Loan  and  Guaranteed 
:udent  Loan  dollars  have  not  been 
lid  back.  But  Uncle  Sam  is  stepping 
p  collection  efforts.  The  Internal 
evenue  Service's  examination  this 
:ar  of  750,000  tax  refunds  to  pay  back 
faulted  student  loans  is  the  most 
iblicized  program.  Bank  lenders  that 
ive  been  less  than  vigorous  about 
ying  to  collect  on  the  federally  in- 
lred  loans  (after  all,  if  the  students 
Dn't  pay,  Washington  will)  are  being 
irced  to  try  harder  to  contact  students 
;fore  declaring  loans  in  default. 
Finally,  some  financial  aid  adminis- 
ators  are  beginning  to  act  more  like 
ink  loan  officers,  examining  how 
tuch  debt  students  can  reasonably 
ike  on.  Dwight  Horch,  director  of  the 
ducational  Testing  Service's  college 
rogram,  designed  a  computer  soft- 
are  program,  the  Student  Loan 
ounselor,  that  calculates  monthly 
ipayments  and,  drawing  on  a  data- 
ise  of  average  salaries  for  different 
ireers  and  average  increases,  figures 
hat  percentage  of  a  student's  before- 
tx  income  loan  payments  will  turn 
ut  to  be.  Some  200  financial  aid  of- 
ces  are  using  the  program  to  show 
:udents  what  the  morning  after  grad- 
ation will  look  like. 
But  students  and  parents  can't  de- 
snd  on  the  financial  aid  offices  alone, 
ew  counselors  are  going  to  look  a 
:udent  in  the  eye  and  tell  him  or  her 
)  take  time  off  to  work  or  transfer  to 
cheaper  school. 

Are  there  alternatives  to  borrowing 
d  much?  Of  course.  And  those  op- 
ons  are  becoming  more  popular. 

For  one  thing,  applications  to  pub- 
c  universities  and  commuter  col- 
:ges  have  jumped,  while  at  many  ex- 
ensive  private  schools  administra- 
Drs  are  having  to  come  up  with 
^novations  to  attract  good,  but 
trapped,  students.  At  New  York's 
ard  College,  for  example,  the  top  ten 
tudents  of  any  public  high  school 
lass  can  attend  and  pay  the  same  rate 
bey  would  pay  at  their  home  state 
niversity.  The  University  of  Penn- 
ylvania  offers  adjustable-rate  tuition 
sans,  guaranteeing  the  amount  (but 
ot  the  term)  of  monthly  repayments, 
ehigh  University  in  Bethlehem,  Pa. 


will  even  help  students  whose  grade 
averages  don't  qualify  them  for  re- 
newal of  the  university's  scholarship. 
Lehigh  will  lend  students  the  money, 
and  if  they  bring  up  their  grades,  the 
school  will  convert  the  loans  into 
grants. 

Increasing  numbers  of  students  are 
involved  in  cooperative  education 
programs,  which  are  now  available  on 
900  campuses.  They  either  alternate 
semesters  between  being  a  full-time 
student  and  a  full-time  worker,  or 
work  half-days  and  attend  classes 
half-days.  In  addition,  a  time-honored 
method  to  get  through  graduate 
school  is  to  attend  part-time;  many 
companies  offer  tuition  reimburse- 
ment for  courses. 

Finally,  having  the  military  pick  up 
college  bills  is  back  in  vogue.  The 
Army  ROTC  reports  applications  for 


four-year  scholarships  are  up  10% 
since  1982.  ROTC  programs  pay  tu- 
ition, books  and  fees,  as  well  as  a  $100 
monthly  allowance.  Room  and  board 
are  on  the  student.  Enlistees  in  the 
Army  can  also  qualify  for  college  aid, 
payable  when  their  hitches  are  up. 

If  you're  scouting  for  scholarship 
and  loan  information,  Robert  Leider's 
Your  Own  Financial  Aid  Factory  (Peter- 
son's Guides/Octameron,  $7.95)  is 
probably  the  best  guide  available  for 
picking  your  way  through  the  finan- 
cial aid  maze.  A  booklet  on  co-op  pro- 
grams is  available  from  the  National 
Commission  for  Cooperative  Educa- 
tion, Box  999,  Boston,  Mass.  02155. 

With  careful  planning,  today's  stu- 
dents may  be  able  to  pay  off  their 
college  loans  by  the  time  their  own 
youngsters  start  running  up  theirs. 
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A  world  of  paper  barrels 


Robert  O.  Anderson,  68,  retired  as 
chief  executive  of  Arco  but  still  a 
power  on  its  board  and  a  centimillion- 
aire  twice  over  from  a  lifetime  in  the 
oil  business,  figures  he  was  not  the 
only  one  surprised  by  the  recent  sud- 
den collapse  in  the  price  of  crude.  He 
is  sure  the  Saudis,  who  touched  it  off, 
were,  too.  "A  few  years  ago  their 
speedup  in  production  wouldn't  have 
caused  this,"  explains  Anderson. 
"Then  the  market  was  set  by  actual 
transactions  as  they  occurred,  so 
prices  shifted  gradually.  But  now  the 
market  is  set  by  oil  futures  and  specu- 
lators. The  world  oil  market  is  domi- 
nated by  trading  in  paper  barrels.  So 
the  market's  reaction  to  the  speedup 
was  nearly  instantaneous." 

Anderson  thinks  $10  a  barrel  quite 
possible,  but  not  for  long.  As  existing 
fields  are  pumped,  their  oil  flows  nec- 
essarily slow,  and  new  development 
is  already  not  offsetting  that,  he 
points  out.  At  present  prices,  Ander- 
son thinks  that  worldwide,  non- 
OPEC  output  should  fall  2  million  or 
3  million  barrels — about  4% — within 
a  couple  of  years.  While  Iran's  produc- 
tion might  rise,  Russia's  is  dropping, 
and,  says  Anderson,  "I  don't  think 
Saudi  Arabia  will  ever  want  to  pro- 
duce 9  million  barrels  a  day  again. 
They  discovered  their  economy  can 


only  absorb  so  much  oil  income.  Any 
more  than  that  amount  only  becomes 
inflationary." 

Meanwhile,  demand  should  in- 
crease. "Look  at  Japan.  A  few  years 
ago  they  were  paying  a  peak  of  9,000 
yen  for  a  barrel  of  oil.  Now  they  are 
paying  2,500  yen — oil  transactions  are 
in  dollars,  and  the  decline  of  the  dollar 
has  compounded  the  fall  in  the  price 
of  oil  for  them."  He  thinks  oil  in  the 
mid-$20s  would  maintain  produc- 
tion-demand balance,  and  that  such  a 
rise  is  inevitable:  "Classical  econom- 
ics." When?  "Oh,  in  the  time  frame  of 
two  to  four  years  from  now." — H.S. 


Kareem  as  businessman 

Kareem  Abdul-Jabbar,  nearly  39, 
will  be  leaving  his  $2  million-a- 
year  job  with  the  Los  Angeles  Lakers 
after  one  more  season.  He  has  been 
giving  a  lot  of  thought  to  suddenly 
being  paid  zero  a  year  when  he  lays  up 
his  patented  shot,  the  Sky  Hook.  It 
does  not  appear  he  will  have  to  sign  on 
with  a  brewery:  His  investments  only 
start  with  seven  Arabian  Thorough- 
breds, reportedly  worth  $200,000  each, 
and  petroleum  interests  in  Texas  dat- 
ing back  to  the  early  1970s.  "I'm  look- 
ing to  consolidate, "  says  Abdul-Jabbar, 


Oilman  Robert  O.  Anderson,  on  bis  ranch  in  New  Mexico 
Classical  economics  can  really  kick  in  at  2,500  yen. 


"and  make  myself  more  liquid." 

Abdul-Jabbar  observes  that  mc 
athletes  and  their  business  manage 
resemble  "the  blind  leading  tl 
lame."  But  fortunately  not  he  and  h 
business  manager  of  ten  years,  Thor 
as  Collins.  "For  a  while  I  was  a  sc 
touch  for  every  Muslim  in  distress 
says  Abdul-Jabbar.  "Strangely,  eve: 
business  I  put  money  into  turned 
b.s.,  but  that's  not  happening  an 
more."  Collins  has  formed  a  syndica 
(Kareem  reportedly  is  a  20%  investc 
to  buy  into  hotels,  a  big  Newpal 
Beach  restaurant  and  a  $20  millioif 
plus  health  spa  going  up  in  West  Lt 
Angeles.  "These  investments  poppc 
up  at  the  right  time,"  explains  Abdul 
Jabbar.  "Once  the  hotels  open,  thq 
will  make  money  almost  immediat: 
ly.  That  market  is  glutted,  but  only  i 
certain  areas.  I  wouldn't  want  to  own 
hotel  in  downtown  L.A." 

However  the  sports  club  turns  ou 
it§  location  is  valuable.  So,  too,  a  Bij 
mingham,  Ala.  hotel,  which  is  in  a 
area  slated  for  urban  renewal,  and  I 
southern  California  hotel  flush  on  ii 
own  stretch  of  beach.  Collins  h; 
managed  himself  out  of  a  client:  No 
too  big  for  Collins  to  handle,  Abdul 
Jabbar  has  turned  to  the  law  firm  I 
Bushkin,  Gaims,  Gaines  &  Jona 
which  is  considered  the  final  step  u 
among  the  entertainment  and  Wes 
Coast  media  crowd. — Gail  Buchalter 
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;  Angeles  Laker  s  basketball  star  Kareem  Abditl-Jabbar 

ten  the  Sky  Hook  cashflow  stops,  the  hotels  begin. 


ist  goes  West,  antes  up 

f  oshihisa  Tabuchi,  53,  new  presi- 
■  dent  and  chief  executive  of  Japan's 
)mura  Securities,  speaking  through 
interpreter:  "There  is  a  Japanese 
Dverb:  Do  as  Roman  when  you  are 
Rome.  So  we  have  to  do  as  Ameri- 
ti  when  we  are  in  the  U.S." 
Easier  said  than  done.  Nomura,  at 
48  billion  in  assets  and  net  income 
$546  million  last  year,  is  easily  the 
gest  securities  firm  in  the  world, 
t  that  reflects  an  indecently  large 
are  of  its  home  market,  and  now, 
>ponding  to  the  globalization  of 
)rld  capital  markets,  Nomura  wants 
be  a  major  world  player. 
The  difficulties  go  beyond  unfamil- 
:ly  cutthroat  competition  (see  foi- 
ling story):  Nomura  inescapably  re- 
ams Japanese.  An  intricate  web  of 
terpersonal  relations  supports  the 
Tied  Japanese  consensus  manage- 
ent  style,  and  Japanese  companies 
;  founded  on  trading  lifetime  era- 
oyment  for  a  high  degree  of  confor- 
ity  and  a  certain  modesty  of  pay- 
eck.  Yet  Nomura  needs  locals,  in  a 
isiness  where  personal  relationships 
e  decisive,  on  Wall  Street  where  the 
ductions  of  big  money  abound  and 
yalty  doesn't.  One  of  Nomura's  top 
iders  has  already  walked  out  this 
ar.  Worse  yet,  half  a  dozen  Japanese 
nployees  also  were  lured  away  by 


American  bonuses  and  commissions. 

So  Nomura  is  adopting  a  two- 
choice  compensation  policy,  one 
American,  one  Japanese.  "As  far  as 
Japanese  nationals  are  concerned,  it's 


a  matter  of  personal  choice.  Their 
choice.  Not  ours."  He  adds:  "Our 
management  does  not  preclude  a 
change  in  our  wage  structure  if  we 
conclude  that  the  American  system  is 
superior.  We  will  solve  these  prob- 
lems." For  Nomura  the  U.S.  market  is 
too  important  to  do  otherwise.  "Two 
percent  of  Nomura's  Japanese  profes- 
sionals are  not  in  Japan,"  Tabuchi 
says,  "but  they  create  10%  of  the  pro- 
fit."— James  Cook 


Wall  Street  competitor 

Wall  Street  is  having  a  party.  Have 
you  been  invited?  You  should 
have  been.  Your  pension  fund  is  pay- 
ing the  bill — hockey  tickets,  limou- 
sines, expensive  restaurants,  trips  to 
luxury  resorts.  ..."  Thus  begins 
Stanley  Abel's  pitch  to  build  up  busi- 
ness with  aggressively  lower  commis- 
sions for  institutional  brokerage. 

Abel,  54,  is  chairman  and  primary 
promoter  of  Abel/Noser  Corp.,  a  dis- 
count brokerage  with  five  seats  on  the 
New  York  Stock  Exchange.  His  reve- 
nues are  only  $10  million  including 
noncommission  income,  but  "You'd 
have  to  have  been  on  the  moon  not  to 
have  heard  of  Abel/Noser,"  says  a  fel- 
low discounter. 

Legally  fixed  commission  rates  were 
abolished  in  1975,  yet  rates  quickly 
leveled  off  around  13  cents  a  share  until 


Nomura  Securities'  Yoshihisa  Tabuchi 

But  what  if  the  American  compensation  system  is  superior? 
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Stanley  Abel  of  Abel/Noser  Corp. 
Spoiling  Wall  Street's  party? 


about  two  years  ago.  But  Abel  could 
offer  rates  from  5  cents  down  to  IVi 
cents  for  big  volume  customers.  He 
was  joined  by  others.  The  result: 
Average  rates  were  10.6  cents  in  1985, 
and  are  still  declining — and  Abel  says 
his  business  is  up  50%  over  last  year. 

Predictably,  the  afflicted  are  squeal- 
ing. A  study  commissioned  by  Gold- 
man, Sachs  and  Donaldson,  Lufkin  & 
Jenrette  argues  money  spent  on  high- 
er commissions  is  more  than  made  up 
in  better  share  prices  and  service. 
Abel  cites  his  own  study  to  show  his 
trades  are  as  good  as  the  big  houses' — 
without  the  higher  commissions. 

The  hard  sell  is  second  nature  to 
Abel.  He  started  in  the  securities  busi- 
ness 30  years  ago  making  personal 
cold  calls  on  25  to  30  New  York  City 
businesses  each  day  looking  for  bro- 
kerage for  Lehman  Brothers.  "What- 
ever you  do  in  life,  you  are  selling.  It  is 
just  a  question  of  how  much  money 
you  make."  And  don't  try  to  put  Abel 
down  by  calling  him  a  price  cutter. 
"That,"  he  says  proudly,  "is  my 
gimmick."— David  Henry 


Britain's  Drexel  Burnham 

The  British  takeover  wave,  tame 
compared  to  the  U.S.  version,  has 
been  great  for  Morgan  Grenfell  Hold- 
ings Ltd.  If  anything,  greater  still  for 
Christopher  Reeves,  49,  group  chief 
executive  and  deputy  chairman  of  the 
148-year-old  merchant  bank  that  was 
once  part  of  f.P.  Morgan's  empire. 

It  was  Reeves  who  saw,  soon  after 
becoming  chief  executive  in  1979, 
that  mergers  and  acquisitions  could 
be  a  big  thing  for  his  old-line  outfit. 
Defying  London's  gentlemanly  tradi- 
tion, he  and  his  finance  chief,  Graham 
Waist.  i  ents  from  other  banks 


and  waged  headline-grabbing  hostile 
bid  battles.  In  the  last  two  years,  Mor- 
gan Grenfell  has  advised  more  corpo- 
rate clients  on  more  takeover  battles 
worth  more  money  than  any  other 
merchant  bank  in  Britain. 

Yet  Reeves  calls  the  current  record- 
breaking  frenzy — £8  billion  worth  of 
deals  pending  at  one  time  recently — 
healthier  than  the  U.S.  wave.  "Merg- 
ers must  be  financed  in  a  proper  way," 
he  says.  "I  don't  believe  you  should 
introduce  too  high  an  element  of  [le- 
verage]— either  through  junk  bonds  or 
very  highly  geared  buyouts."  He  pre- 
dicts such  gimmicks  won't  catch  on  in 
England.  In  fact,  British  companies 
have  financed  even  the  biggest  merg- 
ers with  equity.  It's  Morgan  Grenfell 
that's  gearing  and  incurring  risk,  to 
buy  takeover  shares  itself  for  clients; 
the  Bank  of  England  recently  slapped 
Morgan's  wrist  for  going  overboard  on 
risking  capital  that  way.  Yet  Reeves 
seems  cautious:  "We've  had  a  decade 
of  growth,  but  we  all  know  that  can 
change." — Rosemary  Brady 


lujtlielmo  Gah' 


Morgan  Grenfell "s  Christopher  Reeves 
Watch  the  gearing. 
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Sharpened  pencils 

Can  military  contractors  cope  with 
an  ever-tighter  federal  budget? 
Consider  the  breathing  room  recently 
created  for  the  Pentagon  by  GTE| 
Corp.  That  company  managed  to  un 
derbid,  by  more  than  $3  billion,  its) 
only  competition  last  year  for  the  Ar* 


fig  , 

X  >  ■  h 


GTE's  Annen  Der  Marderosian 

A  little  difference  of  $3  billion. 


my's  new  battlefield  telecommunica- 
tions system.  After  one  of  the  most 
heated  rounds  of  competitive  bidding 
in  the  Army's  history — it  included 
last-minute  phone  appeals  to  Ronald! 
Reagan  by  Britain's  Prime  Minister! 
Thatcher — the  team  of  Connecticut- 
based  GTE  and  Paris-based  Thomson-' 
CSF  bid  $4.3  billion  to  produce  their] 
Mobile  Subscriber  Equipment  (MSE) 
system  for  the  Army.  The  losers  were 
Rockwell  International  and  British 
Plessey  Co.,  which  bid  $7.4  billion  to 
meet  the  same  specifications. 

The  man  behind  the  bid  from  GTE 
is  Armen  Der  Marderosian,  vice  presi- 
dent of  GTE's  Tactical  Systems  divi- 
sion. Both  bids  were  based  on  systems 
already  developed,  he  explains,  but 
there  were  plenty  of  differences.  GTE 
relied  far  less  on  foreign  technology 
and  much  more  on  adapting  U.S.- 
made,  off-the-shelf  equipment.  De- 
signing that  way  produced  tremen- 
dous savings  in  labor  and  retraining 


FORBES,  APRIL  7,  1986 


Find  out  what  successful 
men  in  America 
are  reading... 


it's  on  us! 


They're  reading  Esquire,  of 
course.  Because  Esquire  speaks  to 
today's  successful 
man  about  the 


EMU 


How  to 
Read  a 
Prospectus 


twice -a-year  fashion 
and  travel  sections, 
suggests  marvelous  ways  to  enjoy 
what  you've  earned.  Issue  after 
issue,  Esquire  brings  you  the  best 
in  finance,  sports,  music  and  film, 
personal  relationships,  politics, 
entertainment,  health  and 
fitness,  travel.  Plus  fiction  written 


things  that  matter  most. 

Your  career.  Your  mind.  Your 
body.  Your  relationships.  Your 
money.  Your  leisure.  Esquire 
alerts  you  to  new  ideas  and  trends 
in  society  and  examines  how  they 
affect  you.  It  talks  about  wise 
investing  and 
then  in 


complimentary 
copy  of  Esquire.  If  you  like  it,  just 
pay  the  bill  when  it  arrives.  You'll 
get  11  more  issues  (12  in  all)  for 
only  $11.95.  That's  60%  off  the 
regular  cover  price.  If  you  decide 
that  Esquire  is  not  for  you,  just 
write  'cancel'  on  the  bill  and 
return  it  to  us.  The  complimentary 
copy  is  yours-to  keep. 

Surprising 
Provocative 


The  magazine  for 
today's  successful  man. 


Nicholas  von  Hoffman  on  the  Hottest  Scene  in  Washington 
A  Proposal  for  Education  lohnCleese.Solo 


T  5 


me*0! 


by  today  s 

biggest  literary  talents- 
John  Updike,  Ken  Kesey  Joyce 
Carol  Oates,  James  Salter  and 
many  more.  No  other  magazine 
meets  your  needs  so  fully. 

To  subscribe  to  success, 
return  the  order  card  or  coupon 
today.  We'll  send  you  a 


The  Best 
Beaches 
inthe 
World 

.  Jmnpmginttj 
SumnvrWaitrr- 

Listen  to  Jamaica 
by  Bobbie  Ann  Mason 

The  Danube  Blues 
by  Alan  Furst 
Southern  California 


'SW>e*w 


COMPLIMENTARY  ISSUE! 


YES.  Send  my  complimentary  copy  of 
ESQUIRE  and  enter  my  one  year  sub- 
scription. I'll  receive  11  more  issues 
(12  in  all)  for  only  $11.95.  That's  60%  off 
the  regular  cover  price  and  33%  off  the 
basic  subscription  rate.  If  I'm  not  com- 
pletely satisfied,  I  will  write  'cancel'  on 
the  bill  and  return  it.  The  complimen- 
tary copy  is  mine  to  keep. 


NAME 


ADDRESS 


CITY 


STATE 


Mail  to:  Esquire,  RO.  Box  2590, 
Boulder,  CO.  80321. 
Add  $6  in  Canada,  $8  elsewhere.  Your  first  issue  will  arrive  in  6-8  weeks. 


5AAN1 


costs  for  GTE.  Moreover,  since  the 
government  required  most  of  the  win- 
ning system  to  be  built  in  the  U.S., 
GTE  also  eliminated  the  considerable 
cost  of  transferring  unfamiliar  foreign 
technology. 

But  $3  billion?  Didn't  GTE,  well, 
lowball  its  bid?  No,  says  Dcr  Mardero- 
sian,  48,  who  has  been  negotiating 
contracts  and  managing  military  pro- 
jects for  GTE  since  1963.  "The  other 
fellows  just  didn't  sharpen  their  pen- 
cils." He  had  better  be  right.  The  bat- 
tlefield telecommunications  job  is 
not  a  cost-plus  deal.  GTE  is  now  going 
to  have  to  deliver  the  goods  prom- 
ised— and  they  will  have  to  do  it  at 
the  price  quoted. — Leslie  Pittel 


Labor  of  love 

I've  been  reading  the  Globe  all  my 
life,"  says  John  Prentis,  48,  former 
president  of  United  Missouri  Banc- 
shares  in  St.  Louis.  That,  presumably, 
helps  to  explain  why  he  and  William 
Franke,  41,  an  attorney  and  St.  Louis 
real  estate  tycoon,  bought  the  bank- 
rupt St.  Louis  Globe-Democrat  after  it 
ceased  publication  Dec.  6,  1985. 

The  134-year-old  morning  paper 
had  been  in  decline  since  1959,  when 
Prentis  first  thought  about  owning  it 
while  a  senior  at  Yale.  But  Franke  and 
Prentis  have  the  unenviable  task  of 
cleaning  up  after  Jeffrey  and  Debra 
Gluck,  who  assumed  SI  million  in 
loans  to  acquire  the  Globe-Democrat 
two  years  ago,  when  it  was  still  the 
city's  circulation  leader  at  255,000, 
and  promptly  began  paying  them- 
selves big  salaries.  Under  the  Glucks, 
the  paper  lost  $2  million  a  year.  Em- 
ployees quit,  quality  suffered,  adver- 
tising dwindled.  Some  days  the  paper 
was  down  to  14  pages  and  was  riddled 


with  typos  and  errors. 

Prentis  and  Franke  bought  the  re- 
mains for  only  $500,000  and  are  sink- 
ing about  $4.5  million  more,  mainly 
Franke's  money,  into  it.  "We  don't 
need  to  break  profits  out  of  the  Globe 
to  support  our  lifestyles,"  says 
Franke.  "That  gives  us  a  flexibility  to 
do  right  by  the  paper."  Prentis  has  cut 
out  an  annual  $2  million  in  expenses, 
but  has  also  hired  back  90%  of  the 
staff  and  paid  $100,000  in  back  sala- 
ries, and  the  two  plan  to  buy  a  press 
for  about  $9  million. 

The  reborn  paper's  first  issue,  Jan. 
27,  was  the  largest  Monday  issue  in 
four  years  (52  pp.,  vs.  a  more  recent 
Monday,  March  17,  with  40  pp.)  and 
Prentis  hopes  to  build  circulation — 
150,000  at  shutdown— to  250,000 
within  two  to  three  years.  An  active 
Republican,  he  hopes,  if  nothing  else, 
that  the  paper's  conservative  voice 
will  counter  the  liberal  Post-Dispatch 
(circulation:  350,000).— Jan  Parr 


Treasure  hunt 

Martin  Bayerle,  a  34-year-old  pro- 
fessional diver  from  Brooklyn, 
N.Y.,  believes  hundreds  of  millions  of 
dollars  in  gold  await  in  the  S.S.  Repub- 
lic, a  luxury  liner  that  sank  50  miles 
off  Nantucket  in  1909.  He  is  eager  to 
let  the  world  know  that  he  will 
plunge  250  feet  next  year  into  those 
frigid,  shark-infested  waters,  mainly 
because  he's  searching  just  as  hard  for 
dry-land  dollars  as  for  sunken  loot. 

Bayerle,  whose  Edgartown,  Mass.- 
based  Maritime  Analysts  Group,  Inc. 
holds  the  salvage  rights,  has  a  team  of 
writers  and  producers  creating  a  TV 
documentary,  a  novel  of  the  last  Re- 
public voyage,  an  "oversize,  glossy" 
picture  book  and  a  separate  book- 
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St.  Louis  Globe-Democrat  publishers  William  Franke  and  John  Prentis 
Millions  for  a  Republican  voice;  not  one  penny  for  lifestyles. 


Treasure-hunter  Martin  Bayerle 
Research  gold,  cash  in  on  hype. 

length  account.  Other  possibilities  in- 
clude a  TV  miniseries  based  on  thel 
novel,  and  even  a  series  of  how-to 
guides  for  would-be  treasure  seekers. 
With  luck,  Bayerle  should  come  out; 
ahead  even  if  nothing  glitters  in  that 
nautical  grave.  Earlier  investors,  hei 
says,  have  already  put  in  $3  million. 
He  is  now  hunting  for  "corporate 
sponsors"  to  "spread  the  risk." 

Is  there  really  any  gold?  For  ten| 
years,  Bayerle  reports,  he  studied  im- 
port-export records,  banking  and  in- 
surance documents  and  newspaper  re- 
ports. He  found  no  smoking  gun — I 
rumors  of  gold  in  the  hold  were  offi- 
cially denied  at  the  time  of  the  disas-j 
ter — but  Bayerle  has  put  together! 
about  300  pages  of  intriguing  cluesi 
that  gold  eagle  coins  with  a  current! 
numismatic  value  of  $200  million  toj 
$1.6  billion  may  indeed  have  been  oni 
board,  part  of  a  $228  million  loam 
from  the  French  government  to  impe-l 
rial  Russia  through  a  New  York  City 
bank.  Some  key  documents  are  miss- 
ing. Bayerle  argues  that  they  werei 
probably  destroyed  as  part  of  an  inter- 
national cover-up. 

"We've  converted  a  lot  of  critics! 
into  believers,"  he  says.  If  he  does  find 
gold,  Bayerle  will  get  about  one- 
fourth  of  the  treasure.  If  not,  there'sj 
always  syndication. — Richard  Behar 


128 


FORBES,  APRIL  7,  1986 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus. 


New  issue  /  February  27, 1986 


$450,000,000 


Atlantic  Richfield  Company 


9%%  Debentures  Due  2016 


Price  99.875%  and  accrued  interest  from  March  1, 1986 


Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained 
in  any  State  in  which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc  The  First  Boston  Corporation 


Goldman,  Sachs  &  Co.      Merrill  Lynch  Capital  Markets       Morgan  Stanley  &  Co. 

Incorporated 

PaineWebber  Shearson  Lehman  Brothers  Inc. 

Incorporated 

ABD  Securities  Corporation        Bear,  Stearns  &  Co.  Inc.        Alex.  Brown  &  Sons 

Incorporated 

Deutsche  Bank  Capital      Dillon,  Read  &  Co.  Inc.      Donaldson,  Lufkin  &  Jenrette 

Corporation  Securities  Corporation 

Drexel  Burnham  Lambert     E.  F.  Hutton  &  Company  Inc.     Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Lazard  Freres  &  Co.    Prudential-Bache    L.  F.  Rothschild,  Unterberg,  Towbin,  Inc. 

Securities 

Smith  Barney,  Harris  Upham  &  Co.  Swiss  Bank  Corporation  International 

Incorporated  Securities  Inc. 

UBS  Securities  Inc.  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

Daiwa  Securities  America  Inc.  The  Nikko  Securities  Co. 

International,  Inc. 

Nomura  Securities  International,  Inc.  Yamaichi  International  (America),  Inc. 


Y 


Washington  Crossing  the  Delaware,  Emanuel  Leutze  1816-1868 


our  company  can  enjoy  the  distinction  shared  by  the  companies  listed  below. . .  the  distinction  of 
sponsoring  an  exhibition  at  The  Metropolitan  Museum  of  Art.  These  companies  know  that  its  good 
business  to  support  the  arts.  That  it  has  a  highly  positive  effect  on  corporate  recognition.  And  that 
it  makes  them,  their  stockholders,  and  their  employees  take  pride  to  be  in  partnership  with  one 

of  the  worlds  great  museums. 

You  needn't  be  a  corporate  giant  to  join  this  distinguished  company.  To  learn  how  your  firm  can 
sponsor  a  future  show,  call  Emily  K.  Rafferty  at  (212)  879-5500,  ext.  3580,  or  write  her  care  of 
The  Metropolitan  Museum  of  Art,  Fifth  Avenue  at  82nd  Street,  New  York,  N.Y.  10028. 


Abraham  Limited 

Aer  Lingus 

Air  India 

Alcoa 

Alitalia 

B.  Altman 

Amcon  Group,  Inc. 

Amerada  Hess  Corporation 

American  Express  Foundation 

Atlantic  Richfield  Foundation 

Banca  Nazionale  del  Lavoro 

Henri  Bendel 

Bergdorf  Goodman 

Bloomingdale's 

Bonwit  Teller 

Cantor  Fitzgerald  Group,  Ltd. 
Chase  Manhattan  Bank,  N.A. 
Clevepak  Corporation 
Coats  and  Clark,  Inc. 
Coca-Cola  Company 
Coe  Kerr  Gallery 


Consolidated  Gold  Fields 

Group  Company 
Deutsche  Bank  A.G. 
Exxon  Corporation 
Fiat  S.p.A. 
The  Flick  Group 
FMR-the  magazine 

of  Franco  Maria  Ricci 
Gould  Incorporated 
Harcourt  Brace  Jovanovich, 

Publishers 
HNG/InterNorth 
House  and  Garden 
IBM  Corporation 
Interfin 

Interpace  Corporation 
ITT  Corporation 
Japan  Airlines 
Johnson  Wax 
Knoll  International 
Lex  Service  Group  PLC 


Lord  and  Taylor 
Lufthansa  German  Airlines 
Manufacturers  Hanover  Corporation 
Mercedes-Benz  of  North  America 
Meredith  Corporation 
Merle  Norman  Cosmetics 
Merrill  Lynch,  Pierce,  Fenner  and 

Smith,  Incorporated 
Mobil 

National  Bank  of  Greece 
Norton  Company 
Olivetti 

Owens-Corning  Fiberglass 

Corporation 
Owens-Illinois 
Pan  Am 

Petra  Capital  Corporation 
Philip  Morris  Incorporated 
Pierre  Cardin  Management 

Corporation 
Polo/Ralph  Lauren 


The  Real  Estate  Council  of 

The  Metropolitan  Museum  of  Art 
Reliance  Group  Holdings  Inc. 
Rolaco  Holdings  S.A. 
Saks  Fifth  Avenue- 

Gimbels  Foundation 
SAS/Scandinavian  Airlines 
Schlumberger  Ltd. 
SCM  Corporation 
Springs  Industries,  Inc. 
St.  Regis  Paper  Company 
Time  Incorporated 
Trans  World  Airlines 
United  Technologies  Corporation 
U.S.  Tobacco 
USV  Laboratories 
Vivitar 

Warner  Communications, 

Incorporated 
James  D.  Wolfensohn,  Incorporated 


The  Metropolitan 
Museum  of  Art 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


it  a  dream?  The  Dow  industrials  are  up  nearly  250 
jints  since  the  start  of  the  year  and  nearly  500  points 
nee  the  rally  began  in  mid-September  1985.  The  move- 
lent  has  been  almost  straight  upward:  The  few  brief  and 
eble  market  corrections  have  been  quickly  engulfed  in 
sw  waves  of  rising  prices.  The  blue-chip  Dow  closed  the 
test  two- week  period  just  a  few  points  shy  of  the  1800 
vel.  The  total  market  capitalization  of  the  broad-based 
filshire  index  has  gained  some  $318  billion  since  the 


beginning  of  the  year. 

This  buying  frenzy  has  pushed  up  the  Wilshire  to  16.8 
times  latest  12-month  earnings.  Investors  are  paying  a 
premium  for  stocks  because  they  expect  the  effects  of 
lower  energy  prices  and  lower  inflation  to  ripple  through 
the  economy,  boosting  corporate  earnings.  If  these  fore- 
casts don't  pan  out,  however,  or  if  investors  decide  that 
lower  inflation  isn't  quite  as  bullish  for  stocks  as  com- 
monly believed,  stocks  will  seem  way  overpriced. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

7.2 

7.4 

7.7 

7.5 

9.3 

6.2 

in  last  52  weeks 

33.3 

35.4 

43.7 

32.9 

19.9 

33.8 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

7.7 

7.5 

10.1 

5.9 

5.4 

10.3 

6.6 

9.1 

7.2 

7.9 

8.4 

9.4 

in  last  52  weeks 

38.0 

33.5 

55.9 

35.6 

25.7 

44.8 

31.3 

40.8 

47.0 

42.3 

47.5 

20.3 

Vilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created 
ascd  on  sales 

i  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  arc  more  stable 
i  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 

ote:  All  data  for  periods  ending  3/14/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Genes  are  in  fashion  again.  Gcnentcch,  the  DNA  manipu- 
lator, rose  43%  in  the  last  two  weeks,  helping  push 
consumer  nondurables  to  a  6.2%  gain.  (The  Wilshire 
index  rose  4%  in  the  period.)  Does  this  say  something 
about  the  nature  of  the  current  bull  market?  Genentech 
now  has  a  market  capitalization  of  $1.9  billion,  about  the 
same  as  that  of  Litton  Industries.  Last  year,  however, 


Litton  had  sales  of  $4.6  billion,  while  Genentech  had  salesi 
of  $90  million.  Even  if  Genentech's  sales  were  to  grow  at| 
an  annual  rate  of  53%  to  Litton's  3%,  it  would  take  the 
company  nearly  ten  years  to  match  the  size  of  Litton. 

Energy  held  the  line  with  a  0.9%  gain.  But  McDermotd 
International,  the  offshore-platform  constructor  with  a  $1 
billion  portfolio  of  government  securities,  gained  31%. 


Percent  change  in  last  52  weeks  OO  Percent  change  in  last  two  weeks 


Capital  goods 


+  50 


-25 


I  I  I  M  I  I  I  I  I  M  I  I  I  I  I  I  M  I  I  I  I  I  I  I 


'85 


Energy 


+  50 


-25 


 I  I  I  I  I  I  I  I  I  I  I  I  I 


'85 


Technology 


+  50 


-25 
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'85 
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Consumer  durables 


+  50 


-25 
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Finance 


-25 
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Transportation 


+  50 


4»h 


-25 
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Consumer  nondurables  and  services 


+  50 


Mill 

MINIMI 

1  II  1  1 

'85 

II  1  II  | 

'86 

Raw  materials 


-25 
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'86 


Utilities 

+  50 

^^■3.5^ 

0 

"  1  II  1  II  II  1 

1  1  II  M  II 

1  1  1  1  1  1  1  1  1 

'85 

'86 

What  The  Analysts  Think 


A  strong  market  makes  people  feel  richer.  Falling  energy 
prices  and  interest  rates,  the  theory  goes,  should  put  more 
money  in  consumers'  pockets.  So  Wall  Street  raised  its 


1986  earnings  estimates  for  the  two  consumer  goods  seel 
tors.  Estimates  were  also  a  bit  higher  for  New  York  banks! 

S&Xs  and  insurance  companies. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$3.02 

15.9 

1986  estimates 

4.07 

11.8 

1987  estimates 

4.75 

10.3 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  .  P/E 

%  change  in  1986  estimate 
in  2  weeks     in  4  weeks 

l 

Consumer  durables 

$4.23 

9.4 

1.35% 

1.52  % 

2 

Finance 

3.82 

11.0 

0.11 

0.93 

3 

Consumer  nondurables 

2.52 

14.9 

0.11 

-0.01 

4 

Utilities 

3.34 

9.4 

-0.02 

-0.36 

5 

Technology 

2.88 

14.0 

-0.42 

-0.96 

6 

Raw  materials 

2.22 

14.6 

-0.62 

-1.27 

7 

Transportation 

2.57 

12.3 

-0.63 

-1.23 

8 

Capital  goods 

2.79 

14.3 

-1.11 

-1.14 

9 

Energy 

3.17 

8.9 

-5.47 

-9.11 

Gainings  proiections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts  Data  are  compiled  and  updated  continuously  by  the  Institutional  Broken 
Estimate  System  IIBESI,  a  service  of  Lynch,  (ones  &  Ryan,  a  New  York-based  brokerage  firm. 


Note:  All  daTaTTperlodTendmg'STU.'So.  Prepared  hv  Wilshire  Associates,  Santa  Monica.  Calif.;  1BES,  a  scrvicToTLy7cT"Tnrnr^aTr^cTYoTir 
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"For  the  first  time 
I  have  time." 


i 


have  time  to  take  care  of 
'self.  Time  to  care  for  others, 
ght  now  is  the  most  worth- 
lile  period  of  my  life."  Mature 
nerica  has  never  felt  better. 
)out  themselves,  their 
ntributions  to  society,  their 
portunities  for  personal 
>wth.  They  expect  more  out  of 
and  they're  out  getting  it.  For 


twenty-six  million  mature 
Americans  beginning  a  new 
lifetime,  the  authority  on  what, 
where  and  how-to  is  Modern 
Maturity  Magazine.  Every  issue 
'Mini-Courses'  educate.  Travel 
stimulates.  From  places  around 
the  globe  to  places  around  the 
corner.  Modern  Maturity  helps 
mature  America  to  new  horizons. 


Hike?  New  gear 
lightens  the  load. 
New  campsite  cooking 
fuels  energy.  Fifty- 
and-beyond  is  the 
peak  of  life  for 
many  of  the  twenty-six 
million  who  read 
Modern  Maturity. 


tdern  Maturity  is  mature  America's 
hority  on  beginning  a  new  lifetime.  It 
the  information,  stimulation,  education 
help  the  largest  and  fastest-growing 
rket  plot  their  life  course  to  get  the  most, 
/e  back  the  most. 


If  you  have  a  product  for 
mature  America,  isn't  it 

time  you  told  them  about  it? 
Contact  Peter  Hanson  at 
Modern  Maturity 

Magazine  (212)599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


j 
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Statistical  Spotlight 


dian  stocks  less  so.  "Starting  with 
U.S.  dollars,  you  can  buy  a  lot  more  in 
Canada  than  anywhere  else,"  Tem- 
pleton  says. 

Since  (an.  1,  the  average  Canadian 
stock  has  climbed  3.2%,  against  1 1% 
for  the  average  U.S.  stock.  Canadian 
stocks,  which  typically  sell  at  higher 
price/earnings  multiples  than  U.S. 
stocks,  are  now  cheaper:  P/E,  15,  vs. 
the  U.S.  market's  17. 

When  most  U.S.  investors  think  of 
Canada,  they  think  of  oil  and  gold. 
But  natural  resource  firms  make  up 
only  about  a  third  of  the  Canadian 
stock  market's  value.  Templeton,  in- 
stead, recommends  firms  like  Great 
Lakes  Forest  Products.  Earnings  have 
been  depressed  by  low  lumber  prices, 
but  Templeton  sees  value  in  Great 
Lakes'  10  million  acres  of  trees. 

Now  that  the  Canadian  dollar  has 
stabilized  at  around  70  U.S.  cents,  ar- 
gues analyst  Ross  Healy  of  Merrill 
Lynch  Canada  in  Toronto,  the  4-per- 
centage-point  spread  between  U.S. 
and  Canadian  interest  rates  should 
narrow.  That  should  help  Canadian 
banks  and  utilities. 

The  list  below  is  a  sampling  of  non- 
mineral  Canadian  stocks.  Most  are 
listed  on  U.S.  exchanges,  and  all  can 
be  purchased  as  easily  as  U.S.  stocks. 
For  consistency,  all  company  finan- 
cial figures  are  converted  to  U.S.  dol- 
lars at  the  current  exchange  rate.  ■ 


North  of  the  border 

Price  

Latest 
12  months 
EPS 

Price/ 
earnings 

Book 
value 

Debt/ 
equity 

Return 
on  equity 

Sales 
$  mil 

Company/business 

current 

high-low 

AMCA  Intl  Ltd/indus  prod,  engrng  sves 

13% 

14   -  9% 

$-0.12 

NM 

$  4.41 

264% 

NM 

51,560 

Bell  Canada  Enterprises/telecomm 

28  Vi 

33   -25  V* 

3.03 

9.4 

21.03 

79 

14.4% 

9,476 

Brascan  Ltd/investment  mgmt 

33'/s 

33  '/*-l  9  '/< 

1.92 

17.3 

25.10 

91 

7.7 

181 

Canadian  Marconi/avionics,  telecomm 

17% 

177A-13'/4 

0.94 

18.8 

5.32 

3 

17.6 

225 

Domtat/forest  prods,  chem 

21% 

21%-12% 

1.67 

12.8 

13.22 

46 

12.6 

1,523 

Ford  Motor  of  Canada/auto 

124 

141'/j-89'/> 

24.55 

5.1 

92.73 

0 

26.5 

9,549 

Gandalf  Technologies/data  comm  equip 

5% 

1.1%-  5'/4 

0.15 

39.2 

3.53 

11 

4.3 

61 

Genstar/bldg  mtls,  land  dev 

32'/* 

32'/g-19 

2.98 

10.8 

15.54 

124 

19.1 

1,673 

G!  Lakes  Forest  Prods  Ltd/forest  prod 

16'/k 

17  -ll'/s 

0.18 

NM 

48.1 1 

16 

0.4 

423 

Hiram  Walker  Res  Ltd/distilleries,  utU 

20 

25V*-18V» 

1.99 

10.1 

14.95 

94 

13.3 

2,768 

MacMillan  Bloedel  Ltd/forest  products 

21% 

21%- 12% 

0.39 

54.8 

15.72 

115 

2.4 

1,674 

Mitel/telecomm 

5V2 

73/4-  45/,, 

-0.87 

NM 

3.30  . 

148 

NM 

265 

Moore  Ltd/business  forms 

25'V* 

25Vr-16V» 

1.53 

16.4 

8.79 

7 

17.4 

2,070 

Northern  Telecom  Ltd/telecomm 

29  Va 

391  s-25'/i 

2.32 

12.6 

13.03 

21 

17.8 

4,162 

Quebecor/pubhshing 

US 

121/*-  7'/2 

0.62 

18.8 

2.79 

59 

22.3 

245 

Redlaw  Industries/auto  parts 

4%-  2Vi 

0.29 

11.2 

2.16 

54 

13.6 

52 

Rogers  Cablesystems/cable  tv 

15'/2 

15'/2-ll 

-0.71 

NM 

1.11 

2 

NM 

251 

Seagram  Ltd'disulleries 

54 

54!4-37% 

3.15 

17.1 

36.33 

27 

8.7 

2,820 

Thomson  Newspaper  Ltd/newspaper 

20  Vi 

20%-12% 

0.85 

33.7 

1.44 

35 

59.2 

682 

Toronto-Dominion  Bank/bank 

17'/8 

I8V4-13V4 

2.14 

8 

13.17 

12 

22.7 

3,831 

NM.  Not  meaningful 

Sources  Standard 

&  Poor  's 

Stockpak-II  System:  1 

UKJIKS. 
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The  Canadian  dollar  was  left  out  of  the 
past  years  rally  in  foreign  currencies.  Per- 
haps, then,  U.S.  investors  can  find  some 
bargains  in  the  north. 

Nearby 
currency  play 


By  Leslie  Pittel 


WE  HAVE  MORE  OF  OUR  fund's 
money  in  Canada  than  in  any 
nation  except  the  U.S.,"  says 
John  Templeton  of  Templeton  Funds 
Inc.,  a  St.  Petersburg,  Fla. -based  inter- 
national mutual  fund  group.  The 
Templeton  Growth  Fund  now  has 
12.1%  in  Canada  and  only  2.5%  in 
Japan.  In  1973,  by  contrast,  the  fund 


had  four  times  as  much  invested  in 
Japan  as  in  Canada. 

What's  so  great  about  Canada? 
Apart  from  the  fact  that  Templeton 
Growth  is  incorporated  there,  Canada 
has  a  fairly  cheap  currency.  In  the  past 
six  months  the  yen  has  gained  32% 
against  the  U.S.  dollar,  while  the  Ca- 
nadian dollar  has  lost  2.4%.  That 
means  Japanese  stocks  are  more  ex- 
pensive to  an  American  buyer,  Cana- 


The  Funds 


you  want  to  invest  in  European  compa- 
res, do  it  their  way.  Don 't  look  at  reported 
irnings.  Look  at  cash  flow. 

When  in  Rome 


By  Laura  R.  W  albert 

Vf  [TH  SOME  FOREIGN  MARKETS 

up  100%  and  more  in  the 
!■  past  year,  it's  easy  to  see  why 
estors  are  clamoring  for  a  piece  of 
action.  Yet  there's  more  to  pick- 
foreign  stocks  than  simply  mixing 
sw  currency  translations  in  with 
standard  American  analysis.  The 
st  important  rule  is  to  ignore  earn- 
s.  Instead,  follow  the  cash. 
Unong  the  loyal  practitioners  of 
h  flow  analysis  is  Glenn  Wellman, 
lead  manager  of  the  $118  million 
sets)  Alliance  International  Fund, 
native  of  Manchester,  England, 
Uman  has  been  overseeing  the 
id  since  its  founding  in  1981.  The 
>ming  foreign  markets  and  a  falling 
lar  made  last  year  Wellman's  best 
far.  The  fund  jumped  65%,  placing 
second  among  U.S.  funds  that  in- 
.t  in  foreign  stocks,  according  to 
iper  Analytical  Services. 


Follow  the  cash 


Smart  investors  in  Europe  count  cash  per  share,  not  earnings  per  share. 
The  stocks  below  are  moderately  cheap  in  relation  to  earnings,  but 
downright  irresistible  in  relation  to  cash  flow. 


ompany /headquarters 

Business 

1985  sales" 
(millions) 

Recent 
price* 

P/Et 

Price/ 
cash  flow+ 

lyer/W  Germany 

chemicals,  drugs 

$4,300 

$146 

7.3 

3.5 

>selte/Sweden 

office  supplies 

1,450 

65 

8.9 

5.6 

acintosh/Netherlands 

retail 

300 

37 

9.7 

6.6 

nilever  Plc/UK 

soap,  food 

22,000 

22 

9.0 

5.5 

NU/Netherlands 

magazines,  data 

640 

120 

10.9 

6.9 

olkswagenwerk/W  Germany 

cars 

27,000 

248 

7.0 

2.5 

Jsing  exchange  rates  as  of  Feb.  28,  1986    tOn  estimated  1986  earnings.    %On  estimated  1986  cash  flow 

Source:  Alliance  Capital  Management  International 


There's  nothing  extraordinary 
about  cash  flow.  Stock  pickers  often 
use  the  flow-of-funds  figures  in  annu- 
al reports  of  U.S.  companies.  But  what 
is  optional  at  home  (see  story,  p.  72)  is 
absolutely  vital  when  investing 
abroad,  because,  says  Wellman,  "in 
many  countries  reported  earnings  are 
almost  meaningless." 

In  its  strictest  definition,  cash  flow 
is  closely  related  to  the  increase  in  a 
company's  cash  balances.  Earnings  re- 
alized in  the  form  of  a  fat  pile  of 
accounts  receivable  from  customers 
would  not  count.  But  analysts,  Well- 
man  included,  are  usually  content 
with  a  looser  definition:  net  income 
with  certain  charges  that  didn't  re- 
quire cash  outlays  added  back.  Those 
noncash  charges  include  depreciation, 
amortization,  plant  writeoffs  and  the 
deferred  (not  immediately  payable) 
portion  of  income  taxes. 

In  Europe,  companies  often  bury 
earnings  in  some  sort  of  reserve  or 


choose  not  to  consolidate  earnings  of 
subsidiaries  (not  uncommon  in  the 
U.S.  40  years  ago).  "You'll  see  in  Swit- 
zerland, for  example,  that  a  lot  of 
companies  only  declare  earnings  suf- 
ficient to  pay  the  dividend.  Yet  it's  a 
fair  supposition  that  there's  actually 
more  there  that  we  can't  see,"  says 
Wellman.  In  addition,  accounting 
standards  vary  from  country  to  coun- 
try. And  even  within  that  framework, 
many  foreign  firms  seem  to  devise 
their  own  accounting  principles. 

"For  a  combination  of  reasons,  it's 
difficult  to  take  reported  earnings  in 
one  country  and  compare  them  with 
reported  earnings  in  another,"  says 
Wellman.  Recently,  the  P/E  multiple 
of  the  Italian  market  stood  at  26, 
while  the  West  German  market's  P/E 
was  17.  Yet  both  markets  were  selling 
at  about  six  times  cash  flow.  "Cash 
flow  takes  us  right  back  above  the 
earnings  problem,"  Wellman  says, 
"and  it  gives  a  lot  more  insight  into 
the  valuation  of  a  company  and  the 
way  the  company  really  works." 

Wellman's  largest  holding  is  Volks- 
wagenwerk  A.G.,  recently  selling  at 
around  560  marks  ($248).  When  he 
began  buying  the  stock  in  early  1983 
it  was  selling  for  140  marks.  The  com- 
pany was  losing  money  but  still  gen- 
erating cash  flow  of  90  marks  per 
share.  "The  investment  community 
in  Germany  was  simply  looking  at 
this  and  saying,  'Volkswagen  is  a 
company  that's  losing  money.  It  can't 
be  of  any  investment  interest,'  " 
Wellman  says. 

A  closer  look  showed  that  Volks- 
wagen was  underreporting  its  earn- 
ings as  well  as  pouring  profits  into 
new  factory  equipment  and  automa- 
tion. Hoping  that  capital  spending 
would  tail  off,  and  also  betting  on  a 
recovery  in  the  German  economy  and 
consumer  spending,  Wellman  bought 
VW  heavily.  Volkswagen  reported 
losses  in  1983  and  1984,  and  the  stock 
went  nowhere  for  about  18  months. 

In  early  1985  the  company  made  an 
announcement  that  Wellman  remem- 
bers well.  He  says,  "They  said  1985 
looks  better  than  1984  because  of  the 
recovery,  and,  oh,  by  the  way,  if  you 
restate  our  earnings  according  to  stan- 
dard German  accounting  principles, 
we  never  actually  lost  money  at  all." 
Efficient  market?  The  stock  went 
from  220  marks  to  400  marks  in  three 
weeks.  Even  at  today's  560  marks,  the 
stock  is  cheap  at  less  than  three  times 
cash  flow,  says  Wellman. 

Close  attention  to  cash  flow  also 
led  Wellman  to  several  Dutch  pub- 
lishers, including  Elsevier  and  V.N.U. 
Earnings  at  the  companies  were  cer- 
tainly not  enticing  a  few  years  back, 
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^DISCOVER  HIGH  INCOME  (j 


Discover  Fidelity  High  Income  Fund  for  today's  high 
bond  yields.  Let  its  aggressive  portfolio  of  higher  yielding, 
medium  to  lower  quality  bonds  start  working  for  you  today! 
Start  with  just  $2500.  Choose  it  for  your  IRA  and  start  with 
just  $500.  Plus  •  No  sales  charge  •  No  minimum  investment 
period  •  Easy  exchanges  to  other  Fidelity  funds. 

Like  any  bond  fund,  your  yield  and  share  price  will 
varv.  For  example,  on  2/28/85  High  Income's  price  was 
$8.77  and  on  2/28/86  it  was  $9-66. 


Source:  Don  Bowdren  Associates,  1985 


r  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
Central  Missouri.  Right  in  the  heartland  of  America, 
y  from  cities,  noise,  pollution  and  the  rat-race  of  the 
oday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
at  12,800  acres  of  scenic  paradise.  Not  for  everybody, 
maybe  for  you. 

le  Ozarks  region,  which  dominates  most  of  southern 
ouri,  has  long  been  lost  in  the  legends  of  the  Osage 
jns.  Now  that  the  magnificent  Truman  Lake  has  been 
pleted,  it's  merely  a  matter  of  time  before  the  beauty  of 
spectacular  recreational  area  attracts  vacationers  and 
zrs  from  every  corner  of  the  continent, 
yours  is  a  family  of  water-sports  lovers — swimming, 
ing,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
2ct  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
le  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
nan  Lake  on  the  west,  then  winds  eastward  through 
ds  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
of  the  summer  resort  area  at  Bagnell  Dam. 
xbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
lidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
ortunity  of  a  lifetime  for  you  to  acquire  one  or  more 
s  of  our  choice  Missouri  lakeland  among  the  breathtak- 
'hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 
Drbes'  private  park  is  the  ideal  place  to  build  a  second 
le  .  .  .  that  special  place  where  you  may  now  or  one 
choose  to  retire.  Here  among  the  friendly,  down-home 
>  who  have  made  Missouri  famous  for  its  hospitality. 


These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

*Prices  sub)ect  to  change  without  notice. 
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the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  |udged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housing 
tunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
>y  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
Ranches  Inc.,  NYA85-21 1 


W^ntToTrade? 


Today  we're  all  a  little  older,  but  we're 
still  trading  with  each  other.  The  main 
difference  is  the  stakes  are  a  lot  higher. 

For  72  years  the  ABA  JOURNAL,  pub- 
lished by  the  American  Bar  Associa- 
tion, has  provided  news,  articles  and 
information  to  help  lawyers  in  their  pro- 
fessional and  personal  lives.  That's 
why  today,  the  JOURNAL  commands 
an  audience  of  more  than  350,000 
subscribers  and  600,000  loyal  readers 
with  1 5  issues  every  year. 


And  few  markets  can  match  our 
demographics  in  terms  of  influence  or 
affluence.  The  new  1986  subscriber 
study  documenting  the  vast  buying 
power  of  our  audience  is  now 
available. 

— Special  Issue  Opportunity! — 


Trade  a  share  of  your  ad  budget 
for  a  share  of  this  market. 

Our  subscribers  spend  more  than 
s6  billion  on  business  purchases  and 
$40  billion  on  consumer  goods  each 
That's  trading... on  a  large  scale! 


In  response  to  reader  requests,  the 
ABA  JOURNAL  will  publish  an  addi- 
tional special  issue  focusing  on  the 
U.S.  Supreme  Court.  There's  no  better 
way  to  start  your  advertising  schedule 
than  in  this  highly  read  editorial 
environment.  Reach  virtually  every 
lawyer  in  the  country  with  this  special 
June  1 5  issue.  Call  (21 2)  868-6220  for 
complete  details. 

The  ABA  JOURNAL... 
it's  good  for  business. 


SSL/ournaL 
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MacDonald  Flanagan,  Inc. 
12  W.  32nd  St. 
New  York,  NY  10001 
212/868-6220 


Capital  Markets 


MONEY  &  INVESTMENTS 

For  tax-frees,  avoid  housing  issues — too 
many  are  being  called  early — but  con- 
sider a  select  few  hospital  bonds. 

BARGAIN 
HUNTING 


By  Ben  Weber  man 


With  tax-exempts,  as  with  Treasury 
md  corporate  bonds,  there's  no 
joint  in  brooding  about  the  yields 
available  last  year.  As  this  is  writ- 
:en,  general  obligation  bonds  are 
saying  7%  or  less  in  the  long  term, 
ander  6%  for  the  five-year  maturity, 
[f  the  search  for  yield  has  you  look- 
ing at  lower-quality  issues,  watch 
Dut  for  pitfalls. 

The  logical  place  to  start  looking 
tor  at  least  marginally  better  yields 
is  among  hospital  bonds.  The  gener- 
ally poor  quality  of  this  group  turns 
Dff  the  timid  but  leaves  bargains  for 
those  who  can  find  good-quality 
debt.  Hidden  among  the  sick  are 
some  very  healthy  ones.  In  many 
:ases  the  best  financial  performance 
:omes  from  teaching  hospitals  asso- 
ciated with  major  medical  schools. 
These  include  Yale-New  Haven 
Hospital  bonds  (carried  under  the 
Connecticut  Health  &.  Educational 
Facilities  Authority  umbrella),  St. 
Mary's  Hospital  in  Rochester, 
Minn,  (involving  Mayo  Clinic  facil- 
ities needs),  Medical  Center  Hospi- 
tals of  Norfolk,  Va.  and  Memorial 
Hospital  of  Houston's  Harris  Coun- 
ty Health  Facility. 

Many  of  the  issues — teaching 
hospitals  and  others — carry  munici- 


Ben  Webernian  is  economics  editor  of 
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pal  bond  insurance.  Still,  it  won't  be 
easy  to  find  hospital  bonds,  insured 
or  not,  that  don't  cause  insomnia. 
The  market  is  very  thin.  Investors 
who  own  them  are  not  selling  out, 
and  the  new-issues  market  is  dor- 
mant until  the  future  of  the  tax  re- 
form bill  is  clarified. 

To  buy  hospital  bonds,  an  inves- 
tor should  use  a  well-qualified  mu- 
nicipal bond  salesman,  not  some- 
one who  spends  most  or  all  his  time 
on  stocks.  Only  a  bond  broker,  and 
only  a  good  one  at  that,  will  be 
familiar  with  differences  in  quality. 
And  only  those  deeply  involved  will 
know  when  offerings  come  to  mar- 
ket. Stockbrokers  usually  stick  to 
widely  distributed,  and  not  particu- 
larly attractive,  offerings. 

Scott  Gibson,  vice  president  of 
the  Houston-based  hospital  public 
finance  unit  of  Thomson  McKin- 
non,  says  that  a  number  of  hospital 
issues  will  come  to  market  in  the 
second  quarter  of  1986.  They  will  be 
sold  by  cities  and  city-listed  au- 
thorities and  will  qualify  for  full  tax 
exemption,  even  under  strictest  in- 
terpretation of  HR  3838,  as  essen- 
tial purpose  function  bonds. 

In  the  meantime,  be  wary  about 
holding  outstanding  single-family 
mortgage  revenue  bonds  marketed 
in  1984  or  early  1985.  These  mort- 
gage agency  issues  usually  specify 
that  if  funds  have  not  been  dis- 
bursed in  12  to  18  months  (in  some 
cases  up  to  three  years),  the  remain- 
ing principal  must  be  used  to  re- 
deem outstanding  bonds. 

Because  of  declining  interest 
rates,  a  number  of  the  mortgage 
bond  issues  are  approaching  a  point 
where  big  chunks  will  be  redeemed. 
Investors  who  thought  they  had 
I  purchased  long-term  10'/2%  to  12% 


bonds  in  1984  are  getting  back  their 
purchase  price  and  now  must  put 
the  money  to  work  at  7%  or  so. 

Conventional  mortgage  rates  now 
are  around  10%.  Most  of  the  state 
mortgage  agency  bonds  sold  in  late 
1984  carried  terms  calling  for  mort- 
gage rates  of  10.75%  to  11.75%. 

In  early  May,  for  example,  the 
state  of  California  Housing  Finance 
Agency  will  pay  off  at  par  (100) 
about  $110  million  of  an  original 
$121  million  home  mortgage  reve- 
nue bond  sold  in  November  1984 
with  coupons  ranging  from  7lA% 
due  in  1987  to  10%%  due  in  2005. 
The  mortgages  offered  to  home  buy- 
ers on  the  basis  of  this  issue's  pro- 
ceeds carry  an  11%  rate. 

Some  sticky  stories  are  emerging 
about  these  called  California  bonds. 
Because  of  their  high  coupon,  they 
were  trading  at  107  only  days  before 
the  call  notice  went  out.  Some  trad- 
ed above  par  even  after  the  an- 
nouncement that  they  would  be 
paid  off  in  a  few  weeks  at  100. 

Bear,  Stearns'  municipal  bond  re- 
search department  has  prepared  a 
report  listing  some  of  the  most  like- 
ly candidates  for  early,  special  re- 
demption. Included  are  some  issues 
from  the  Arkansas  Development  Fi- 
nance Authority,  Alaska  Housing 
Finance  Corp.,  Florida  Housing  Fi- 
nance Agency,  Hawaii  Housing  Au- 
thority, New  Jersey  Housing  & 
Mortgage  Finance  Agency  and  Tex- 
as Housing  Agency. 

Tom  Buckmeyer,  municipal  ana- 
lyst with  Smith  Barney,  Harris 
Upham,  warns  that,  because  of  the 
awareness  of  the  potential  for  call, 
the  price  you  get  will  be  not  much 
above  par,  because  investors  are  not 
willing  to  take  a  chance  that  bonds 
purchased  now  will  be  paid  off  soon. 
A  current  holder  must  decide 
whether  to  continue  owning  the 
bonds  at  the  risk  of  early  paydown 
or  selling  them  at  a  depressed  price. 
My  view:  Stay  put. 

By  the  same  token,  some  of  these 
bonds  now  offer  a  return  higher 
than  money  market  instruments. 
Because  of  their  high  coupon  and 
low  price,  close  to  par,  their  yields 
to  call  are  in  the  7%  to  8%  range. 
Investors  looking  for  short-term 
yield  can  consider  purchasing  one  of 
them,  especially  one  safe  from  these 
calls  for  at  least  six  to  nine  months. 
But  be  sure  that  the  premium — the 
amount  by  which  the  trading  price 
exceeds  par — is  not  so  great  as  to 
wipe  out  all  interest  income  when 
the  bonds  are  paid  off.  H 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


The  Nasdaq  Index  hit  an  alltime  high  in 
March.  And  no  wonder.  Money  manag- 
ers are  hot  for  anything  that  grows. 

UP,  UP 
AND  AWAY 


Sy  Susan  Lee 


"Daffy — they  called  me  daffy,"  says 
Gordon  Rollert  of  Rollert  &  Sulli- 
van, recalling  last  September,  when 
he  bought  technology  and  other 
growth  stocks.  No  more.  Growth, 
whether  in  a  large,  small  or  emerging 
growth  company,  is  in. 

One  reason  that  money  managers 
are  shifting  out  of  defensive  stocks 
is  they  are  almost  all  bullish  on  the 
market.  Even  a  doom-and-gloomer 
like  Alex  Paris  of  Barrington  Re- 
search Associates  thinks  we  are  in  a 
period  similar  to  the  Kennedy-John- 
son era — the  longest  sustained  re- 
covery since  WWII. 

With  a  comforting  picture  of  the 
economy  before  them,  money  run- 
ners feel  less  compelled  to  hunt  for 
asset  values  and  more  willing  to  pay 
up  for  future  growth.  Put  another 
way,  they  are  ready  to  give  up  the 
bird  in  the  hand  for  two  in  the  bush. 

One  favorite  play  is  housing,  now 
that  lower  interest  rates  have  re- 
vived the  housing  market.  Miles 
Seifert  of  Gray,  Seifert  is  buying 
Shaw  Industries,  a  leading  carpet 
manufacturer  (insiders  own  25%), 
and  Leggett  &  Piatt,  a  maker  of  fur- 
niture components. 

Paris  thinks  La-Z-Boy  Chair,  the 
standard  for  reclining  chairs,  should 

Susan  Lee  is  a  senior  editor  of  Forbes 

magazine. 


do  well.  For  years  the  company  has 
grown  over  15%  in  earnings,  and 
the  timing,  he  thinks,  is  right  for 
the  furniture  business  to  take  off. 

Wellington  Management's  Bink- 
ley  Shorts  thinks  he  has  found  an- 
other way  to  make  money  in  this 
area.  He  looks  for  real  estate  devel- 
opers who  paid  no  more  than  50 
cents  on  the  dollar  for  their  land  and 
are  ready  to  exploit  it.  He  is  hot  for 
Amrep,  Del  Webb,  Fairfield  Com- 
munities and  Writer  Corp. 

Shorts  feels  that  Interface  Floor- 
ing, a  maker  of  carpet  tiling,  will 
benefit  from  the  trend  toward  open 
offices.  Carpet  tile  can  be  easily 
moved  around  telephone  and  com- 
puter wiring  when  there  is  an  office 
change. 

Technology  is  finally  off  the  for- 
bidden list.  David  Weiss  of  William 
Mason  likes  Interand,  the  leader  in 
teleconferencing  equipment  that 
sends  instantaneous  pictures  across 
phone  lines.  An  engineer  in  Detroit, 
for  example,  can  simultaneously 
send  a  diagram  to  fellow  engineers 
in  Australia,  Japan  and  Germany. 
They  can  also  see  any  changes  made 
in  the  diagram  as  they  talk.  Interand 
isn't  making  money  yet,  but  it  has 
some  pretty  big  clients,  including 
GM,  GE  and  AT&T.  Weiss  predicts 
Interand's  sales  should  double  be- 
tween now  and  next  year. 

The  formerly  daffy  Gordon  Rol- 
lert prefers  high-tech  companies 
with  strong  balance  sheets  and  little 
competition  from  the  Japanese. 
Among  his  favorites  are  LSI  Logic 
and  KLA  Instruments.  LSI  designs 
and  manufactures  semicustomized 
circuitry.  And  Philadelphia-based 
KLA  makes  the  test  equipment  to 
check  out  circuitry.  "In  the  old  days 
you  would  have  people  in  white 


coats  staring  into  a  microscope.  To- 
day you  use  a  KLA  machine." 

Paris  is  betting  on  De  Luxe  Check 
Printers,  a  firm  that  has  grown 
about  20%  in  earnings  annually  for 
years.  He  also  likes  playing  a  riskier 
company  the  safe  way:  De  Luxe 
Check  owns  42%  of  Data  Card,  a 
new  firm  that  has  about  80%  of  the 
credit  card  market. 

Paris  is  also  gung  ho  on  Safeguard 
Business  Systems,  which  sells  ac- 
counting packages  to  smaller  busi- 
nesses and  distributes  IBM  comput- 
ers. Safeguard's  1,200  field  represen- 
tatives tailor  the  programs  and 
pitch  in  if  anything  goes  wrong. 
"It's  the  kind  of  company,"  Paris 
says,  "that  only  a  falling  ton  of 
bricks  would  stop." 

William  Reik  of  Mitchell  Hutch- 
ins  likes  Neutrogena  and  Sigma-Al- 
drich.  Neutrogena  earns  over  a  35% 
return  on  equity,  has  no  debt,  and 
should  do  well  with  its  shampoo, 
hand  cream  and  new  hair  condition- 
er. Reik  thinks  Sigma-Aldrich,  a 
leading  supplier  of  specialty  chemi- 
cals to  laboratories,  will  continue  to 
grow  at  15%  to  20%  a  year. 

Money  managers  I  have  talked  to 
are  also  big  on  some  financial 
stocks.  S&Ts  such  as  Denver's 
Western  Capital  and  Los  Angeles' 
Union  Federal,  says  Binkley  Shorts, 
are  particularly  attractive  because 
they  generate  mortgages  and  sell 
them,  earning  hefty  service  income. 

Seifert  likes  regional  banks  that 
have  established  earnings  records 
and  are  located  in  the  rapidly  grow- 
ing parts  of  the  country.  He  prefers 
banks  in  the  Northeast,  especially 
southern  New  Hampshire,  Maine 
and  New  Jersey,  the  Southeast  and 
parts  of  the  Far  West.  "California," 
he  says,  "is  overbanked  and  its 
economy  is  suspect."  Among  his 
choices:  The  One  Bancorp  of  Maine, 
New  Hampshire  Savings  Bank  and 
United  Jersey  Banks. 

Although  these  managers  are  all 
up  for  growth,  no  strategy  is  with- 
out risks.  Bad  news  could  quickly 
change  investors'  outlook  on  future 
growth:  a  dollar  collapse,  bank  fail- 
ures or  an  interest  rate  spike  would 
send  the  multiples  back  south. 

On  the  other  hand,  the  longer  the 
recovery  lasts,  the  more  likely  peo- 
ple will  believe  that  it  will  go  on 
forever.  And  as  long  as  everyone 
believes  the  economy  has  only  one 
way  to  go — up — it's  hard  to  guess 
how  high  prices  will  go.  Don't  for- 
get: We're  still  talking  about  two! 
birds  in  the  bush.  ■ 
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MONEY  &  INVESTMENTS 

Mmost  everyone  has  a  different  method 
if  picking  profitable  stock  investments. 
Hard  labor  isn 't  the  only  way. 

BURIED  ON 
PAGE  ONE 


By  David  D  re  man 


'.  wish  I  had  a  dollar  for  every  time 
have  been  asked,  "How  do  you  find 
/our  winners?"  The  answer  for  me, 
is  for  most  people  on  The  Street,  is 
ather  like  Thomas  Edison's  reply 
jn  being  asked  how  he  got  his  ideas 
or  inventions.  You  probably  re- 
member his  formula:  99%  perspira- 
:ion,  1%  inspiration. 

The  perspiration  in  Wall  Street's 
;ame,  of  course,  is  analysis — poring 
jver,  for  example,  lists  of  price/ 
earnings  ratios  to  find  good  compa- 
lies  that  are  undervalued.  Thanks 
:o  minicomputers  and  information 
Danks  like  Value  Line  and  Standard 
&  Poor's,  it's  not  as  tedious  as  it 
might  at  first  sound.  Hundreds  of 
:ompanies  can  be  screened  in  a  rela- 
tively short  time,  examining  earn- 
ings and  dividend  growth,  financial 
strength,  yield  and  other  important 
fundamentals.  The  trick  is  to  make 
sure  that  most  of  the  criteria,  not 
lust  a  low  P/E  itself,  are  there.  As  I 
have  said  before,  plenty  of  low-P/E 
stocks  are  doggies.  These  criteria 
will  keep  most  of  them  out  of  your 
portfolio. 

The  inspiration  part  is  even  more 
interesting.  It  consists,  mainly,  of 
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responding  to  ideas  that  almost  lit- 
erally leap  out  at  you  in  bold  type. 
I  am  not  kidding.  I  am  referring  to 
companies  making  the  front  pages 
of  the  financial  section,  if  not  the 
front  page  itself,  because  of  sudden 
disasters,  severe  operation  problems 
or  large  writeoffs. 

Several  years  ago  ITT  dropped 
from  33  to  19  in  one  day  because  it 
announced  a  major  writeoff  in  its 
large  Hartford  Insurance  Group.  In- 
stitutions couldn't  jump  out  of  the 
stock  fast  enough;  it  traded  over  6 
million  shares  on  the  day  the  news 
broke.  People  knowledgeable  about 
insurance  companies,  however, 
know  that  periodic  large  write- 
downs to  reserves  are  part  of  the 
game  in  the  profitable,  but  wildly 
cyclical,  property/casualty  busi- 
ness. When  cooler  minds  reassessed 
events,  ITT  moved  back  to  26  with- 
in six  weeks  and  to  33  in  eight 
months.  Today  it  is  at  43. 

And  who  can  forget  Union  Car- 
bide after  the  tragic  Bhopal  inci- 
dent? The  stock  dropped  by  one- 
third  to  the  30s  (before  the  recent  3- 
for-1  split  and  cash  distribution  to 
shareholders)  in  just  a  few  days, 
wiping  out  well  over  $1  billion  of 
market  value,  because  of  the  remote 
chance  that  lawsuits  for  damages 
would  come  to  trial  in  U.S.  courts. 
The  case  is  still  not  settled,  but  sub- 
sequent developments  have  result- 
ed in  Carbide's  rising  to  its  recent 
price  of  over  98. 

Other  such  events,  although  not 
so  cosmic,  seem  to  occur  regularly 
in  the  marketplace.  An  overreaction 
to  more  competition  for  important 
products  knocked  Eli  Lilly  and 
Upjohn  down  by  30%  to  40%  less 
than  two  years  ago.  Again,  when  a 
more  rational  second  look  was  tak- 


en at  the  news,  the  stocks  came 
back  rapidly.  Today  Upjohn  has 
more  than  tripled  from  its  low,  and 
Eli  Lilly  is  up  V/i  times. 

The  art  of  investing  in  such  cases 
lies  in  making  sure  you  are  dealing 
with  investor  panic  and  not  with  a 
company  going  down  for  the  final 
time.  The  selection  criteria  men- 
tioned earlier  are  important  in 
reaching  that  judgment. 

Okay,  what  have  investors  over- 
reacted to  lately?  I  would  look  for 
good  news  in  the  recent  instances  of 
bad  news  ticked  off  below. 

The  hospital  management  indus- 
try dropped  sharply  on  bad  news  in 
early  October,  taking  Hospital  Corp. 
of  America  (39)  and  American  Medical 
International  (21)  along  for  a  rough 
ride.  HCA  fell  from  42  to  28  in  a 
matter  of  days,  after  having  reached 
a  year's  high  of  53.  (The  two  compa- 
nies were  previously  recommended 
in  Forbes,  Nov.  18,  1985.)  Even  after 
good  price  recoveries,  both  look  at- 
tractive. HCA  trades  at  a  P/E  of  13 
and  yields  1.7%,  and  AMI  has  a  P/E 
of  12  and  yields  3.5%. 

The  crash  in  oil  prices  has  been  a 
front-page  item  daily  for  months, 
accompanied  by  sharp  declines  in 
energy  stocks.  Two  domestic  inte- 
grateds  that  appear  undervalued, 
even  with  the  current  price  of  oil, 
are  Amoco  (59)  and  Standard  Oil  (45). 

Fellow  columnist  Ken  Fisher  (Feb. 
24)  and  I  (Jan.  13)  believe  that 
Texaco  (27)  is  significantly  under- 
valued because  of  the  Pennzoil  case. 
Settlement  of  the  bonding  issue, 
leaving  Texaco  intact  to  fight,  was 
extremely  important  to  its  bargain- 
ing position.  Even  a  worst-case  sit- 
uation (farfetched,  I  think) — that 
Pennzoil  will  win  the  original 
amount  awarded — would  not  de- 
stroy Texaco.  The  company  has  as- 
sets of  about  $100  a  share,  for  a  real 
value  of  about  $23  billion.  Even  if 
Pennzoil  were  allowed  to  get  away 
with  half  the  company,  the  other 
half  is  still  worth  approximately 
$50  a  share.  Texaco  trades  at  a 
price/earnings  ratio  of  5  and  has  a 
handsome  yield  of  11.1%. 

I  have  never  seen  a  corporate  ex- 
ecutive in  a  disastrous  situation 
rise  to  the  levels  of  Chairman 
James  E.  Burke  of  Johnson  &  Johnson 
(50).  He  saved — if  not  actually  im- 
proved— J&J's  image  in  the  wake  of 
the  Tylenol  scare  and,  in  the  pro- 
cess, just  may  have  developed  a 
new  market  for  the  caplet  that 
could  restore  J&J's  market  share 
and  perhaps  far  more.  ■ 
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VAN  KAMPEN  MERRITT 
U.S.  GOVERNMENT  FUND 


Stock  Trends 

 ■ 
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Plus  the  safety  of  U.S.  government  and 
agency  securities,  monthly  distributions, 
distribution  reinvestment  at  no  charge, 
and  low  investment  minimums.  Plus  an 
exceptional  feature  concerning  quality. 
Call  1-800-DIAL-VKM,  Ext.  2012.  TOLL 
FREE.  We'll  rush  a  prospectus  which 
includes  information  about  charges  and 
expenses.  Read  it  carefully  before  you 
invest  or  send  money.  Call  today,  day  or 
night. 

Suitable  for  IRAs. 

"Current  return  is  determined  by  annualizing  the  distributions 
declared  per  share  for  the  7  days  ending  February  18,  1986 
and  dividing  the  result  by  the  average  maximum  public  offering 
price  for  the  same  period  This  will  vary  because  of  changes 
in  the  Fund's  distributions  and  offering  price  Shares  may  be 
redeemed  at  more  or  less  than  the  cost  ®  denotes  a  regis- 
tered trademark  of  Van  Kampen  Merritt  Inc. 


Small  Business 

The  IRS  conducts  workshops  to  help 
small  business  owners  understand 
their  tax  rights  and  responsibilities. 
Contact  the  IRS  for  information. 


A  PUBLIC  SERVICE  MESSAGE  FROM 
THE  INTERNAL  REVENUE  SERVICE 


nee  of  Northern  end  Southern  Italian 
Poiished  and  Sophisticated." 

NY  Times 
Private  Room  For  Parlies 
SS  tasi  54th  St.,  NYC  •  Tel  751-1555 
'  feSBBfiBKKfiSBHBSBRiHBBSBi 


How  do  you  value  a  market  dependent 
upon  uncertain  judicial  decisions  and 
certain  congressional  indecision? 

MULTIPLE 
RESTRAINTS 


By  Ann  C.  Brown 


Has  the  stock  market  peaked?  Not 
yet,  say  many  technicians,  who  see 
the  Dow  Jones  industrial  average 
moving  200  to  300  points  higher. 
Their  reason?  Among  others,  the 
median  price/earnings  ratio  of  the 
biggest  and  best  companies  has  yet 
to  reach  even  the  lower  limits  of  the 
historical  high-multiple  range  that 
similar  companies  have  attained  at 
previous  market  tops.  Granted,  by 
past  standards,  current  multiples 
are  relatively  moderate.  However, 
some  of  us  fundamentalists  think 
that  the  P/E  ratios  may  stay  rela- 
tively low  because  of  several  worri- 
some, major,  new  market-affecting 
factors. 

From  1958  to  1965,  when  aver- 
age price/earnings  ratios  were  near- 
ly half  again  as  high  as,  or  higher 
than,  they  are  at  present,  the  U.S. 
was  a  very  different  economic  enti- 
ty. For  one  thing,  we  were — or 
quickly  could  be — self-sufficient  in 
oil.  Today  we  are  heavily  depen- 
dent on  a  handful  of  semistable 
foreign  countries  for  a  meaningful 
amount  of  our  petroleum.  Their 
whims  and  passions,  wars  and 
coups,  daily  determine  directly  or 
indirectly  our  inflation  rate,  our 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  adrisoty  and  portfolio  management 
firm  of  AC.  Broun  &  Associates 


interest  rates,  our  GNP.  What  mul- 
tiple should  be  accorded  a  market 
so  vulnerable  to  "the  kindness  of 
strangers"? 

In  a  similar  period  of  high 
price/earnings  ratios  from  the  late 
Fifties  through  the  early  Sixties, 
America  exported  20%  to  25% 
more  goods  than  it  imported.  By 
contrast,  last  year  the  recently  re 
ported  merchandise  balance  of 
trade  showed  a  nearly  $125  billion 
U.S.  deficit.  The  trade-deficit  dol- 
lars give  overseas  holders  the 
wherewithal  to  purchase  our  bonds 
and  stocks  if  they  so  choose.  This 
they  have  been  doing  in  record- 
book  amounts.  It  is  estimated  that 
last  year  alone  funds  from  abroad 
provided  over  16%  of  all  the  mon- 
ey raised  in  the  credit  markets. 

Any  time  these  foreign  creditors 
wish,  they  not  only  can  cease  to  buy 
U.S.  debt  obligations  but  also  can 
liquidate  all  or  part  of  their  existing 
holdings.  The  result  would  be  a 
sharp  rise  in  interest  rates  and 
downward  pressure  on  both  bond 
and  stock  prices.  What  multiple  is 
appropriate  for  a  market  that  is  con- 
stantly faced  with  the  possibility  of 
sudden  selloffs  unrelated  to  sales 
and  earnings  prospects? 

The  federal  budget  actually  ran  a 
small  surplus  26  years  ago.  Even  as 
late  as  1965  the  deficit  was  only 
$1:6  billion  vis-a-vis  the  $200  bil- 
lion shortfall — give  or  take — esti- 
mated for  1986.  The  members  of  our 
legislature  labored  mightily  and 
produced  the  Gramm-Rudman-Hol- 
lings  bill,  which  forces  mandatory 
cuts,  if  necessary,  to  get  the  domes- 
tic budget  back  in  balance.  Since  it 
is  the  direct  responsibility  of  our 
elected  representatives  to  raise  rev- 
enues, Gramm-Rudman  has  been 
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'Rvo  choices 
for  gold  investors! 


und  unconstitutional  by  a  lower 
iurt;  and  that  verdict  has  a  good 
lance  of  being  upheld  by  the  Su- 
eme  Court. 

If  Gramm-Rudman  doesn't  make 

there  is  no  effective  substitute 
aiting  in  the  wings.  Since  the  bond 
arket  enthusiastically  welcomed 
is  attempt  to  curb  government 
ending/borrowing,  there  could  be 
rise  in  bond  yields  and  a  decline 

both  bond  and  stock  prices  if  we 
id  ourselves  back  at  fiscal  square 
le.  What  multiple  should  be  as- 
pect to  a  market  whose  future 
rection  is  dependent  on  uncertain 
dicial  decisions  and  certain  con- 
essional  indecision? 
Back  when  multiples  were  aver- 
ing  close  to  20  times  earnings, 
terest  rates  on  long  Treasury 
mds  were  yielding  4%,  and  inf la- 
in— as  measured  by  both  the 
NP  implicit  price  deflator  and 
e  CPI— was  Wz%.  This  year  the 
turn  from  Treasury  bonds  (20- 
ar)  should  average  around  10%. 
le  GNP  deflator  is  estimated  to 

slightly  under  4%,  and  the  CPI 
ghtly  over  4%  for  the  same  peri- 
L,  Even  though  the  outlook  for 
flation  has  improved  markedly 
ice  1978-82,  it  still  is  not  as  good 

it  once  was,  nor  is  it  likely  to 
:.  For  these  and  other  reasons,  I 
lubt  that  stock  multiples  will 
imb  to  their  generation-ago 
:ights.  In  fact,  multiples  may  im- 
ove  little  from  where  they  stand 

the  present  time. 
Although  price/earnings  ratios  in 
neral  may  not  rise  much  higher, 
ere  are  still  stocks  that  are  under- 
lued  on  a  current-multiple  basis, 
ith  the  average  multiple  around 
\,  a  stock  such  as  Cigna  (75),  sell- 
gat  10  times  1986  estimated  earn- 
gs  per  share  of  $6.75  to  $7.50, 
oks  attractive.  Earlier  this  year, 
[  was  dropped  from  a  number  of 
ly  lists  after  a  surprise  announce- 
ent  of  a  $1  billion-plus  charge 
;ainst  fourth-quarter  1985  earn- 
gs  to  beef  up  loss  reserves.  How- 
rer,  with  preliminary  1987  earn- 
gs  per  share  estimates  of  $10  or 
ore,  look  for  CI  to  be  back  among 
ie  recommended. 

GTE  (52)  is  selling  at  8  times  esti- 
ated  1986  earnings  per  share  of 
5.25,  vs.  $5.09  in  1985,  and  offers 
vestors  a  potential  total  return  of 
)%.  Currently  selling  at  7  times 
:xt  year's  estimated  earnings  per 
lare  of  $7,  GTE  could  reach  a  price 
65  to  70  per  share  over  the  next 
\  months.  ■ 


Many  investors  think  now  is  the  time  to  consider  gold-related 
investments.  And  now  Fidelity  Select  introduces  the  new  American 
Gold  Portfolio,  which  invests  in  gold  issues  from  the  U.S.,  Canada, 
and  the  Americas. 

Now  you  can  choose  American  Gold,  or  the  Precious  Metals 
and  Minerals  Portfolio,  which  takes  a  worldwide  approach. 

Start  with  just  S1000;  S500  for  IRAs.  Four  free  exchanges 
to  21  other  Select  Portfolios  or  Select's  Money  Market 
Portfolio.  Aggressive  investors  call  today! 

Fidelity  Select  Portfolios 

For  more  complete  information,  including  management  fees,  expenses,  the  2% 
sales  charge,  and  the  1%  redemption  fee,  call  or  write  for  a  free  prospectus.  Read 
it  carefully  before  you  invest  or  send  monev.  Fidelity  Distributors  Corporation: 
General  Distribution  Agent,  P.O.  Box  660603,  Dallas,  TX  75266. 


Call  free  24  hours. 

1-800-544-6666 

In  Mass.  call  collect  1-617-523-1919. 


ASK  ABOUT  OUR  IRAs 


FIDELITY 
INVESTMENTS 


FORB/SEL/040786 


A  HISTORY  OF  DOUBLE-DIGIT  RETURNS. 


Looking  for  IRA 
income  ^4  growth? 

Consider  Fidelity  Puritan  Fund.  The  conservative  strategy  of  this  stock 
and  bond  fund  has  provided  regular  dividend  income  plus  the  potential  for 
the  kind  of  growth  shown  in  the  chart.1  Of  course, 
past  performance  is  no  guarantee  of  future  results. 
All  earnings  are  tax-deferred  in  your  ERA.  And 
you'll  pay  no  sales  charge.  You  also  get  easy  tele- 
phone exchange.  Start  with  $500.  ($1000  for 
regular  investments.) 

'Total  return  figures  for  each  of  the  last  five  years,  ending  12/31,  include 
change  in  share  price  and  reinvestment  of  all  dividends  and  capital  gains 
distributions,  updating  the  prospectus.  Total  return  for  the  5  years  ended 
12/31/85  was  156% .  Stock  market  conditions  were  generally  up  but  fluctuated  widely  over  the  periods  shown. 


Year 

Total  Return1 

1981 

10.76% 

1982 

29.09% 

1983 

25.85% 

1984 

10.62% 

1985 

28.71% 

Fidelity  Puritan  Fund  IRA.  For  more  complete  information, 

including  management  fees  and  expenses,  call  or  write  for  a  free  prospectus.  Read  it 
carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation:  General 
Distribution  Agent,  P.O.  Box  660603,  Dallas,  TX  75266. 

Ask  about  non-IRA  investing,  too.  Fir\ITI  ITV 

Call  free  24  hours.  NULLIIT 

i-soo-544-6666  INVESTMENTS 

In  Massachusetts  call  collect  617-S23-1919  FORB/l>URl/o40786 
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An 

Advertising 
Service 
That's 
Special 


CORPORATE  REPORT 


Psychology  &  Investing 


IN  FORBES 


Special  because  publicly- 
held  corporations  can  reach 
America's  most  important  in- 
vestors by  using  Corporate  Re- 
port Updates  in  Forbes. 

Appearing  once  each 
month,  Corporate  Report  Up- 
dates enables  companies  to 
announce  important  develop- 
ments to  the  astute  investors 
who  read  Forbes.  Moreover,  tor 
added  impact,  this  Forbes 
advertising  service  is  posi- 
tioned in  the  popular  "Money 
and  Investments"  section  ot the 
magazine. 

Forbes  has  720,000  subscrib- 
ers and  a  total  readership  of 
over  two  and  a  half  million. 
88%  of  Forbes'  subscribers  own 
corporate  stock,  with  aver- 
age holdings  exceeding 
$551,000.  Over  haif  are  in- 
volved with  helping  others 
make  investment  decisions. 

Corporate  Report 
Updates  in  Forbes  is  an  ad- 
vert; ,ing  investment  your  com- 
pany can  profit  from. 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 
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Earmarking  some  investment  capital  a& 
'mad  money"  generally  improves  one's^ 
overall  stock  market  performance. 

SHORT-TERM  PAIN, 
LONG-TERM  GAIN 


By  Srully  Blotnick 


Robert  D.,  44,  is  a  self-employed 
sales  representative  in  the  South- 
east, selling  primarily  proprietary 
pharmaceuticals.  His  earnings  have 
averaged  more  than  $250,000  a  year 
in  the  last  four  years,  and  his  over- 
head is  moderate.  ("The  house  is 
paid  for  and  both  children  are  at- 
tending a  state  college.")  Putting 
$30,000  a  year  into  a  self-managed 
Keogh  account  at  a  discount  broker, 
as  part  of  a  money-purchase  plan, 
has  given  him  nearly  $170,000  to 
invest  in  the  stock  market.  He  has 
twice  that  amount  at  the  same  bro- 
ker directly  in  his  own  name. 

In  which  account  has  he  made 
more  money,  in  percentage  terms? 
It  isn't  even  close.  The  Keogh  ac- 
count has  increased  by  nearly  90% 
in  the  past  15  months,  the  ordinary 
account  by  just  32%. 

Surprised?  The  rules  of  the  game 
for  IRA  and  Keogh  investments  are 
different.  Remember  that  losses 
sustained  in  such  accounts — that  is, 
investment  capital  formally  ear- 
marked for  retirement — cannot  be 
applied  against  earned  income, 
while  losses  incurred  in  an  ordinary 

Dr  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 


stock  market  portfolio  can  be  so 
applied.  Up  to  $3,000  is  deductible 
dollar-for-dollar  (if  the  loss  is 
short-term  one)  or  using  a  formula 
of  $1  deducted  for  every  $2  of  loss  (if 
the  loss  is  long  term).  Generally 
speaking,  that  makes  investors  hart 
die  their  retirement  monies  more 
conservatively. 

Yet  Robert  D.'s  experience  is 
typical  of  more  than  400  such  cases 
I  recently  studied.  Since  the  sum 
mer  of  1982  the  best  strategy  for 
most  stock  market  investors — oil 
and  technology  stocks  aside — 
would  have  been  "buy  and  hold." 
Why  didn't  Bob  do  just  that? 

"The  mistake  I  made  with  my 
regular  portfolio  was  to  sell  too 
soon — time  and  time  again,"  he  said 
ruefully.  "Most  of  my  gains  are 
short  term  [and  thus  in  his  cas 
taxed  at  50%],  and  I  missed  most  of 
the  ride.  Stocks  that  I  owned  went 
up  30  points,  but  I  sold  them  after j| 
they'd  run  up  only  5  to  10  points." 

Like  millions  of  other  investors 
who  are  now  kicking  themselves, 
Bob  had  no  faith  in  the  staying  pow- 
er of  this  historic  rally.  The  mar- 
ket's 450-point  rise  in  late  1985  and 
early  1986  left  him  watching  in 
amazement  from  the  sidelines.  Says 
he:  "The  one  thing  I  couldn't  be- 
lieve— and  still  have  trouble  accept- 
ing— is  that  we  could  have  gone  so 
far  with  no  corrections." 

His  retirement  portfolio  and  his 
trading  account  had  many  of  the 
same  stocks — Digital  Equipment, 
Disney,  Kellogg,  Lowe's  and  Nynex. 
But  he  left  them  alone  in  his  Keogh 
account,  where  they  participated 
fully  in  the  market's  rapid  rise. 

One  of  the  things  Bob  (and  many 
other  investors)  likes  most — in  the- 
ory— about  the  retirement  account 


c 
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:a  is  that  long-term  and  short- 
m  gains  alike  are  sheltered  there. 
[  profits,  however  derived,  are  de- 
red  until  the  money  is  with- 
iwn  from  the  account  at  retire- 
:nt  time,  when  it  is  taxed  as  ordi- 
ry  income.  Although  he  said  he 
s  going  to  utilize  this  "advantage 
trade  like  crazy,"  fortunately  for 
n,  he  didn't.  Instead,  like  the  vast 
ijority,  he  conservatively  man- 
id  this  portion  of  his  capital, 
rhere  is  a  moneymaking  lesson 

be  learned  here,  particularly 
ien  it  is  viewed  in  the  context  of 
:  large  number  of  similar  cases 
:n  in  recent  years.  It  was  apparent 
:n  in  the  1960s,  from  research  my 
ff  and  I  did,  that  investors  who 
awed  themselves  some  "mad 
mey" — funds  they  spent  in  the 
ck  market  almost  on  a  whim — 

better  over  the  long  term  (five 
irs  or  more)  than  those  who  tried 
use  every  penny  rationally, 
rhe  proportion  of  one's  invest- 
nt  capital  involved  didn't  have  to 
large  (10%  to  15%  did  the  trick 

most).  It  relieved  some  of  the 
itructive  restlessness  that  causes 
many  investors  to  dump  a  rising 
ck  long  before  it  has  reached  its 
ximum  price,  especially  in  an  era 
mergers,  acquisitions  and  lever- 
id  buyouts.  Of  greater  impor- 
ice,  it  also  sharpened  the  inves- 
's  sense  of  timing.  How?  By 
nging  him  more  in  touch  with 
rket  excesses. 

rhe  short-term  investors  in  our 
riple  who  also  had  long-term  port- 
ios  to  protect  were  most  likely  to 
ise  that  a  particular  market  men- 
ity  had  either  run  its  course  or 
1  had  more  upside  potential  left 
it.  Like  Bob  they  usually  reaped 
)d  gains  in  their  long-term  portfo- 
though  not  in  their  short-term 
ij  where  most  of  the  mistakes 
re  made.  That's  the  reason  the 
arket  timing"  portion  of  one's 
tfolio  is  best  kept  small.  As  Bob 
:s  it:  "My  retirement  portfolio  let 
remedy  some  of  the  serious  goofs 
aade  with  my  regular  account, 
lat  I  learned  from  the  one  I  con- 
ously  applied  in  the  other." 
iiven  the  prospect  of  more,  not 
s,  volatility  in  the  market 
;ad — and  given  the  likelihood  at 
ne  point  of  a  good-size  correction 
investors  with  short  memories 
;in  to  believe  that  "the  sky  is  the 
lit"  and  so  drop  their  guard — this 
irpened  sense  of  timing  will  soon 
essential  to  protect  any  profits 
a  have  in  both  portfolios.  ■ 


A  History  of 
High  Returns 

This  traditional  income-oriented  fund  has  invested 


in 


stocks  and  bonds  and  paid  a  dividend  every  quarter  since  its  launch  in  1946. 

More  recently,  each  of  the  last  five  years  has  shown 
double-digit  total  returns — including  28%  in  1985.' 
(Of  course,  past  performance  is  no  guarantee  of  future 
results.)  •  Nofsales  charge  •  Start  with  just, 
Sl,000;  $500  for  IRAs 


Year 

Total  Return' 

1981 

10.76% 

1982 

29.09% 

1983 

25.85% 

1984 

10.62% 

1985 

28.71% 

Fidelity  Puritan  Fund  ■  For  more  complete  informa- 

|  tion,  including  management  fees  and  expenses,  please  call  or  write  for  a  free 

I prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors 
Corporation  (General  Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX  75266. 

I'  Total  returns  for  each  of  the  last  five  years,  ending  12/31,  include  change  in  share 
price  and  reinvestment  of  all  dividends  and  capital  gains  distributions.  Figures 

I update  p.  5  of  the  Fund's  prospectus.  Market  conditions  fluctuated  widely  over  the 
periods  shown,  although  in  1985  they  were  generally  up.  Total  return  for  the  five 
years  ended  12/31/85  was  156.19  %  . 
Call  free  24  hours. 

1-800-544-6666  FIDELITY 

IN^^ESTIWEWTS 

FORB/PUR/ 040786 


ASK  ABOUT  OUR IRAs 


TCMadeE 


Fidelity  OTC: 

Up  63.9%  r 

In  its  first  year,  Fidelity  OTC  Portfolio  was  up  63-9% ,  making  it  the  #2  ranked  fund  in 
the  nation:  Of  course,  past  performance  is  no  guarantee  of  future  results. 

Fidelity's  research  expertise  and  low-cost  convenience  make  it  easy  to  tap  the  poten- 
tial of  exciting  over-the-counter  stocks.  OTC  Portfolio  can  be  volatile  as  market  conditions 
change. 'Start  with  just  $2,500  ($500  for  IRAs)  •Low  3%  sales  charge  •  Easy  exchanges 
with  over  30  Fidelity  funds 

'total  return  tor  the  period  12/31/84  to  12/31/83  ( life  of  fund  )  reflects  the  change 
in  share  price,  reinvestment  of  dividends  and  capital  gains  distributions,  and  the 
effect  of  paying  the  V  .>  sales  charge,  updating  the  prospectus  Market  conditions 
were  generally  up  over  the  period  -Reported  by  Upper  Analytical  Services,  Inc., 
which  monitors  over  900  funds. 

Fidelity  OTC  Portfolio.  For  more  complete  information,  including 
'  management  fees  and  expenses,  call  or  write  for  a  free  prospectus  Read  it  care- 
I  fully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation  (Gen- 
eral Distribution  Agent ),  P.O.  Box  660603,  Dallas,  TX  75266. 


Call  free  24  hours 

1-800-544-6666 

In  Mass.  call  collect  617-323-1919 

Task  about  our  iras 


FIDELITY 
INVESTMENTS 


FORB/OTC/040786 
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Commodities 


MONEY  &  INVESTMENTS 

Serious  traders  should  take  advantage  of 
the  services  of  firms  that  track  the  perfor- 
mance of  commodity  money  managers. 

SEPARATING  SHEEP 
FROM  GOATS 


By  Stanley  W.  Angrist 


Depending  on  whose  statistics  you 
believe,  success  comes  only  to  be- 
tween 5%  and  20%  of  individual 
traders  in  the  commodities  mar- 
kets. It's  no  surprise  then  that  a  lot 
of  speculators  turn  to  professional 
money  managers  who,  they  reason, 
should  do  better  than  amateurs. 
Add  convenience  to  logic.  Turning 
to  a  pro  reduces  the  problem  to  one 
of  three  alternatives — 1)  choosing  a 
broker  to  whom  you  might  grant 
discretionary  powers;  or  2)  using  a 
commodity  trading  adviser  (CTA); 
or  3)  selecting  a  commodity  mutual 
fund.  Any  one  of  these  sounds  easier 
than  doing  it  yourself. 

But  remember  H.L.  Mencken's 
caution:  "For  every  complex  prob- 
lem, there  is  a  solution  that  is  sim- 
ple, neat  and  wrong."  Current  Com- 
modity Futures  Trading  Commis- 
sion regulations  require  that  CTAs 
provide  investors  with  a  disclosure 
document  that  is  supposed  to  tell 
all.  Fine,  but  they  must  be  read — 
no,  studied — in  order  to  evaluate  a 
CTA  thoroughly.  (Alas,  experience 
shows  that  investors  don't  spend 
much  time  with  such  documents, 
and  thus  are  unlikely  to  know  how 
good  or  bad  a  CTA  is.)  Short  of 


Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 

the  commodity  markets. 


that,  the  following  may  be  helpful. 

There  are  advantages  to  using  a 
CTA  rather  than  granting  discre- 
tionary powers  to  a  broker.  For 
starters,  brokers  are  not  required  to 
issue  a  disclosure  document  at  all, 
not  even  one  designed  to  discourage 
reading.  Further,  since  brokers  are 
compensated  on  the  basis  of  trading 
activity  and  not  on  how  well  you 
do,  their  self-interest  and  yours 
don't  coincide.  The  more  trading  in 
your  account,  the  better  the  broker 
does,  but  not  necessarily  the  better 
you  do.  In  fact,  the  commission  bill 
alone,  run  up  by  excessive  trading, 
can  make  it  difficult  for  you  to 
break  even,  no  matter  how  good  the 
trade  selections  and  the  order  fills. 

CTAs  may  be  your  best  bet,  but 
they  don't  come  cheap,  either.  Man- 
agement fees  and  commissions,  ex- 
clusive of  incentive  fees,  run  between 
21%  and  27%  of  average  annual  ac- 
count equity.  If  you  add  the  usual 
15%  incentive  fee  on  new  profits,  it 
becomes  clear  how  good  a  money 
manager  must  be  for  an  investor 
just  to  break  even.  But  at  least  the 
client  knows  that  the  broker  receiv- 
ing the  commissions  does  not  have 
control  over  the  number  of  trades. 

If  money  management  by  a  CTA 
is  poor,  resulting  in  a  significant 
drop  in  equity,  then  it  might  be  im- 
possible for  him  to  take  advantage 
of  favorable  price  moves  when  they 
arise.  The  road  to  equity  recovery  is 
steeper  than  most  traders  realize 
and  frequently  is  insurmountable. 
A  client  may  end  up  waiting  a  long 
time  just  to  break  even,  if  he  ever 
does.  A  25%  drop  in  equity  is  three 
times  more  difficult  to  recover  from 
than  a  10%  drop,  while  a  50%  drop 
in  equity  is  nine  times  worse  than  a 
10%  drop.  A  look  at  average  rates  of 


return  will  not  take  into  accour 
such  considerations. 

The  number  of  registered  CT/1 
runs  in  the  thousands.  The  vast  m. 
jority  of  these,  however,  are  ina< 
tive — for  good  reason.  They  ha\. 
been  unable  to  persuade  anyone  t 
give  them  any  money  to  manage. 

Is  there  a  way  to  cut  through  th:  j 
thicket  and  get  a  line  on  the  bettc 
CTAs?  Fortunately,  some  help  ; ! 
available.  At  least  three  sources  c 
objective  information  are  availabl 
to  help  potential  commodity  speci  I 
lators  choose  a  money  manage 
They  are,  alphabetically,  A.T.A.  Rc 
search,  Inc.;  Managed  Account  Rt  1 
ports;  and  Pusateri  Associates. 

One  of  the  three,  A.T.A.  Rt  | 
search,  has  provided  me  with  a  de  I 
tailed  study  of  trading  for  the  pas 
6%  years  for  two  of  the  CTAs  ] 
tracks.  The  firm  generates  simila 
monthly  data  for  about  150  CTA: 
(There  are  any  number  of  CTAs  tha 
will  not  supply  information  to  an 
of  the  tracking  firms  mentioned,  fc 
obvious  reasons.) 

The  numbers  in  the  table  show  a  I 
example  of  two  traders  who  are  apl 
parently  about  equal  in  overal 
money  managing  skills.  Many  c 
the  important  measures  shown  i: 
the  table  are  so  close  that  choosin 
between  the  two  seemingly  woul 
amount  to  a  matter  of  persona 
taste.  But  do  these  numbers,  whic. 
are  the  ones  that  would  likely  catcl 
your  eye  in  a  disclosure  document 
tell  the  story?  This  discussion  an 
other  details  about  CTAs  and  th 
firms  that  track  them  will  be  con 
tinued  in  the  next  issue.  ■ 


A  study  in  numbers 

A.T.A.  Research  has  provided 
detailed  results  on  two  com- 
modity trading  advisers,  both  of 
whom  have  been  trading  for  6V* 
years.  While  the  numbers  in  the 
table  seem  to  indicate  that  there 
is  little  to  choose  between  the 
two  traders,  in  the  next  issue  we 
will  show  you  once  again  that 
numbers  can  be  deceiving. 


 Traders  

A  B 

Average  gain  in  a 
winning  month 

9.8%  5.5% 

Average  loss  in  a 
losing  month 

-6.6  -4.3 

Ratio  average  monthly 
gain  to  loss 

1.5  1.3 

Best  winning  month 

48.0  24.4 

Worst  losing  month 

-20.0  -18.0 
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MERGERS 
&  ACQUISITIONS 

Promote  your  investment  banking  capabilities  to  America's 
most  important  corporate  and  investor  audience. 


Advertise  in  FORBES  Magazine's 

Mergers  &  Acquisitions 
Special  Advertising  Supplement 

ie  date:  June  2,1986  Closing  date:  April  7,1986 

ie  restructuring  of  American  business  continues, 
i  major  corporations  find  themselves  in  the  mid- 
f  merger  or  acquisition  deals.  Few  companies 
nmune  to  this  process.  And  whether  the  execu- 
who  run  these  companies  are  on  the 
lisition  prowl  or  the  wrong  end  of  a  hos- 
akeover  bid,  one  thing  is  certain:  they 
quire  savvy  investment  bankers, 
westment  banking  firms  can  promote 
M&A  expertise  and  deal-making  rec- 
d  America's  top  corporate  executives 
nstitutional  investors  by  advertising  in 
BES  Magazine's  Mergers  &  Acquisi- 
special  supplement.  Topics  to  be  cov- 
include:  •  A  Review  of  1986's  first 


quarter  M&A  activity  •  Legal  decisions  affecting 
M&A  •  The  controversy  surrounding  megamergers 

•  Leveraged  buyouts  •  Defense  strategies 

•  Tomorrow's  likely  takeover  targets  •  What  top 
investment  bankers  foresee  for  the  rest  of  '86. 

Reach  your  most  important  prospective  M&A 
clients  in  an  environment  designed  to  focus  special 
attention  on  mergers  and  acquisitions,  generate 
quality  reader  response,  receive  free  reprints  and 
bonus  reprint  distribution.  Advertise  in  the 
FORBES  Mergers  &  Acquisitions 
supplement. 

Contact  your  local  FORBES  representa- 
tive or  call:  Arnold  J.  Prives,  Director  of 

^  Special  Projects 

Forbes  ara 

Capitalist  Tool 

*  Forbes  Magazine-60  Fifth  Ave  ,  N  Y  ,  N  Y  10011 


Forbes  Market/ 


REAL  ESTATE 

REAL  ESTATE 

BUSINESS  SERVICES 

EXECUTIVE  GIFTS 

FOR  SALE. 

•  Binghamton 

377,600  sq.  ft.,  including 
78,400  sq.  ft.  office 
space;  16' -18'  ceilings. 

•  Walden 

30,520  sq.  ft.;  26'. 
ceilings;  24'  at  eaves;  5.8 
acre  site 

•  Brewster 
35,000  sq.  ft.;  12' 
ceilings;  11. 7  acre  site 

These  plants  and  industrial 
park  sites  are  just  a  sampling 
of  the  90  buildings  and  40 
industrial  parks  available  in 
the  New  York  State  Electric 
&  Gas  Corporation  service 
area.  For  further  information 
and  full-service,  no-cost 
relocation  service,  contact 
Richard  D.  Knowlton. 
Manager  Industrial 
Development,  New  York  State 
Electric  and  Gas  Corporation, 
4500  Vestal  Parkway  East, 
Binghamton,  New  York 
13903.  Or  call  (607) 
729-2551. 


THE  LOW  COST  ALTERNATIVE 


ISIMSS& 


New  York  State  F>ectr>c  &  Gas  Corporal' 


MADISON  VALLEY  RANCH — A 

major  price  reduction  of  $750,000  was 
just  authorized  on  this  beautiful  500- 
hoaJ  ranch  near  Ennis.  This  property 
totally  blocks  the  end  of  the  valley  from 
the  river  to  the  National  Forest  bound- 
ary. A  tastefully  and  extensively  re- 
modelled lodge  and  immaculately 
complete  ranch  improvements  make 
this  one  of  (he  choicest  ranches  in  the 
vallev  Contract  Exclusive  Agents  for 
the  Sellers  Hall  &  Hall,  Inc.,  P.  O. 
Box  1924,  Billings,  MT  59103 
(406)  252-2155. 


OCEANFRONT  HOME  FOR  RENT 

Wild  Dunes,  S.C.  near  historic 
Charleston.  New  executive  beautifully 
furnished  luxury  oceanfront  home. 
Panoramic  view  of  Atlantic.  4  B.R. — 
4'/2  bath,  everything  furnished  except 
food  and  sun  tan  lotion.  Indulge  in  sun, 
sand,  surf,  golf  and  tennis  .  .  .  by  owner 
812  853-7126 


20  Ac  Ranch,  So.  Utah 

Water,  Power  &  County  Rd 
$22,500,  $700  down,  $245  per 
mo.  INCLUDES  6%  Int.  Title 
Ins.,  Deed  &  Note. 

For  Info.  Call  801-586-0320 
write  P.O.  Box  1637, 
Cedar  City,  UT  84720 


Own  Spectacular  Land, 
40  acres  in  the  Colorado 
Rockies.  $30,000  and  up,  1% 
down,  9%  financing.  Write: 

Forbes  Wagon  Creek  Ranch 

Box  303,  Fort  Garland,  CO  81133 
(303)  379-3263 


DISTRIBUTORS  WANTED 


NEW  PRODUCTS 
AVAILABLE 

We  are  an  established,  publicly-owned 
R&D  company  with  40  years  experience 
in  that  field  We  have  developed  more 
new  products  than  we  can  market,  and 
are  seeking  reliable  firms  capable  of 
marketing  products  in  the  pharmaceu- 
tical, health-care,  medical  devices,  spe- 
cialty-chemical, and  cosmetic  fields 
Principals  only 

United-Guardian,  Inc. 

P0.  Box  2500 
Smithfown,  New  York  1 1 787 
(516)  273-0900 
TWX:  510-227-6230 


SHARING 


IS  CARING 


MANUFACTURERS. 
INCREASE  YOUR 
BOTTOM  LINE!! 


Increase  your  bottom  line 
while  IMX  reduces  your  costs 
on  component  parts  and  raw 
materials. 

REDUCE  COSTS 
Source  yourcomponent  parts 
and  raw  material  at  substan- 
tial savings  through  IMX,  the 
world-wide  innovator  of  off- 
shore sourcing.  Contact  Bill 
Forster,  President,  or  Joe 
Gruen,  Vice  President. 

IMX  CORPORATION 
(305)  368-1133 


AIRLINE  CONSULTANTS 


AIRLINE 
MANAGEMENT 
CONSULTANTS 

•  DOT  CERTIFICATION 

•  FAA  CERTIFICATION 

•  ROUTES  &  EQUIPMENT 

•  AIRPORT  ACCESS/LEASES 

•  FINANCING  &  INSURANCE 

•  INTERLINE  AGREEMENTS 

•  RESERVATIONS  SYSTEMS 

•  MAINTENANCE  SYSTEMS 

•  ACCOUNTING  SYSTEMS 

Airline  STARTUP  and 
CONTINUING  support 
HANDS-ON  experience 
founding  and  managing 
SUCCESSFUL  AIRLINES 
since  1978.  615-970-4490. 
Metro  Airport  Alcoa  TN. 


FRANCHISES 


Abraham  $c  lonoon  Ctd® 

'America's  ^uciebb  jJenple"™ 


National  Service  Franchise  Co. 
•  High  potential  •  Prime  locations 
•  Complete  set  up 
Call  now!  Mr.  Lewis 

Toll  Free  1-800  258-0860  Ext.  14 
1-800  258-0861  in  CA 


J  MACANUDO  ROTHSCHU 
■  CIGARS  35%  OFF 

{M  RG42,  Box  ol  25) 

I  ^/BOX!  (SAVE  $16  7J 

Wrapper  choice  Natural.  Claro  or  Madul 
Also  rock  bottom  prices  on  fresh,  perfe 
Partagas,  Don  Dlegos.  H.  Upmanns, 
Ramon  Allonat.  Royal  Jamalcai, 
Monlecrw.  FREE  catalog  800-  672-554 
(NY  Stale  212-221-1408)  Send  check  < 
M  0  —add  shipping  $1  00  for  first  boi 
50c  ea  add' I  box  NY  res  add  sales  tax 
Offer  expires  May  31, 1986 

|  FAMOUS  SMOKE  SH 

_  Depi  64.  55  W  39th  St  ,  New  York  NY  10< 


MISCELLANEOUS  FOR  St 


INVESTMENT  GEMSTONEJ 
GUARANTEED  LIQUIDITY 

Free  wholesale  catalog  Satisfaction 
for  18  yrs!  Member  Jewelers  Boan 
Trade,  Chamber  Commerce,  Amer 
Gem  Trade  Assn. 

HOUSE  OF  ONYX 
No  One  Main  Street 
Greenville.  Kentucky  42345 
TOLL  FREE  1-800-626-8352 


FORBES 
MARKET/CLASS  I  FlQ 

Listings  are  accepted  at  the 
cretion  of  the  publisher  and 
sold  in  basic  units  of  one  incfl 
agate  lines)  for  regular  Irstirj 
and  two  inches  (28  agate  lines] 
display  advertisements.  Add™ 
space  over  specified  minimum 
sold  at  the  appropriate  agate 
rates. 

Advertising  closing  date  is 
month  preceding  date  of  issue 
Frequency  discounts  availa 
Payment  must  accompany  oi 
unless  from  accredited  agencj 
FOR  ADDITIONAL  INF0RMATIC 
WRITE  OR  CALL: 
LINDA  L0REN 
FORBES  MARKET  CLASSIFIi 
60  Fifth  Avenue,  New  York,  NY  10 
(212)  620-2440 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 


★  1 95,636  serve  on 
their  companies' 
board  of  directors 


★248,584  serve  on 
boards  of  one  or 
more  companies 


*709,920  own 
securities.  Average 
value:  $717,798 


★Total  paid  circula- 
tion: 720,000 


★348,480  are  in  top 
management  positions 


★Average  household 
income:  $138,935 


★Average  Net  worth: 
$1,146,363 


brbes  Market/ 


INESS  OPPORTUNITIES 

BUSINESS  OPPORTUNITIES 

EXECUTIVE  GIFTS 

EXECUTIVE  GIFTS 

Road  To  Riches  Starts  Here 

the  ground  floor  and  rise  to  the  top 
network-marketing  opportunity  of 

A  rapidly-expanding  organization 
y  the  hottest  entrepreneur  in  Amer- 

Four  revolutionary  nutritional  for- 
idorsed  by  15  renowned  experts 

two  former  Nobel  prize  winners, 
marketing  support  by  superstar 
lures.  For  more  details  plus  video 
;  and  training  success  kit  call: 
iney  at  1-800-835-2246,  Ext.  113 


DONATE  REAL  ESTATE 

<ind  as  a  tax  deduction  to  a  nat'l 
)fit  educational  group.  We  are  an 
IRS  501-C-3  professional  society 
t  any  disallowance  in  our  16  yr 

AMERICAN  SOCIETY  FOR 
VIRONMENTAL  EDUCATION 
collect  East:  603-643-3536 
West:  714-496-3238 


YOUR  PRODUCT  OR 
r  TO  SOUTHERN  AFRICA 
ed  consultant  with  excellent  con- 
ill  spheres  can  open  markets  or 
licensee  for  you  in  Southern  Af- 
h-tech  or  low-tech  but  must  have 
ack  record.  No  retainer  required, 
nly  basis;  POB  37003,  Birnam 
5,  South  Africa 

YACHTS 


SIATE  YOUR  BOAT 
ive  Cash  +  Tax  Savings 

argain  sale  to  a  chanty,  our  cash 
:  +  your  income  tax  savings  give 
bstantial  financial  return 
s.  Real  Estate  &  Motor  Vehicles. 

:rican  institute 

800-826-6840 
FL:  305-772-5773 


ORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcaae:  $6.95 
three  for  $20.00 
Binders:  $8.50 
three  for  $24.75 
:heck  with  your  name  and 

address  to: 
SE  JONES  BOX  CORP. 
ept.  FB.  P.O.  Box  SI 20 
hiladelphia.  PA  19141 


CALL 


If  you'd  rather  take 
charge  than  take 
orders,  owning 
an  American  Speedy 
Printing  Center  is  the 
unlimited  opportunity 
you're  looking  for. 

CALL  TOLL  FREE 
1-800-5214002 


32100  Telegraph  Road 
Birmingham,  Ml  48010 


Bp&4  15-000  BUSINESSES 
WlfiVW  FROM  COAST 

^■Sr^*  'TO  COAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
.  .     MULTIPLE  LISTING  SERVICE 
tSS  -    To"  free  800-327  9630 
V*V    m  Fla  call  800-533-4663 


$$$  FOR  SALE  BY  OWNER  SSS 

'k  Billion  S  Worth  of  Businesses  with 

No  Brokerage  Fees  Buyers  or  Sellers  Welcome 
Toll  Free  1-800  233-2115  In  TX  1-214-980-4865 

GREAT  WESTERN 

BUSINESS  EXCHANGE.  INC.  (  p 
14114  Dallas  Pkwy  .  H220  XjjJ|tej^ 
Dallas,  Texas  75240 


brbes:  Capitalist  Tool 


FREE 

A  $12.50  VALUE) 


First  Class  Luggage  For 
A  World  Class  Cigar. 

Handmade  Montecruz  cigars,  in  a  class  by  themselves. 
Offers  a  free  leather  cigar  case,  handcrafted  in  Spain  with  each 


box  of  quality  Dominican  cigars 
you  order  from  Old  Chicago 
Smoke  Shop.  Limited  quantities 
available. 

OLD  CHICAGO  SHOES  SHOPS 

169  N.  Clark  St. 
Chicago,  Illinois  60601 


MONTECRUZ  CIGARS 

Retail    Our  Price 
No.  210    47.50  $34.95 
No.  220    43.75  $32.95 


1.9 


Call  Free  for  FREE  delivery 
anywhere  in  the  U.S.A. 

Illinois:  800-972-1135 
OTHERS  800-621-1453 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  </»"  jor 
state  widtnl  Great  birth- 
day or  Christmas  gift 
Send  513  50  for  each  set 
of  3  ties  to: 
SUM  TIES  CO. 
44  Monterey  Btvd .  Dept  O 
San  Francisco.  CA  94131        |«tS|  MS-4,100 


ONE  OF  THE  WORLD'S  BEST  FITTING  SHIRTS 


Custom  tailored  at  $29  90  ($45  Value) 
We'll  show  you  how  to  measure  yourself  in  10  min, 
and  save  you  one-third 
100%  Guaranteed 
Send  for  free  info  or  call  today 

MAJESTIC  MAN  -  Custom  Tailors 
1469  N.  Brampton,  Dept.  F-4,  Rialto,  CA  92376 
714-875-2299  Metro  L  A.  area  1-800-562-1313 

We  make  house  or  office  calls  in  So  Cal. 


TRAVEL 


TRAVEL  FOR  LESS 

BUSINESS  1st  CLASS 

SAVE  5-30% 

No  Coupons  Just  Great  Prices 

718-436-8248 
800-223-6045 


ALL  NAME  BRANDS 

FAST-FRESH-CHEAP 

1-800-JR-CIGAR 


COMPUTERS 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
Ed  or  Joe  McManus 
Fgt.  Prepaid.  Save  Tax 
J,      Toll  Free  800-231-3680 

Ml  mRRYfTlflC  INDUSTRIESINC 

22511  Kaly  Fwy 
Kaiy  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


CHILDREN'S  GIFTS 


Backyard 
play  sets, 
ruggedly 
built 
of  4x4 
redwood 
to  withstand 
the  toughest 
'climate  for  years. 
Call  or  write  for 
a  free  color  brochure. 
WOODPLAY  Dept.  F 
PO.  Box  27904 
Raleigh.  NC  27611-7904 

Building  Play  Value  for  10  Yean 


Telephone 
(919)  832-2970 


Streetwalker 


Basta! 

It  never  fails.  A  foreign  stock  market 
gets  hot,  and  Wall  Street  cooks  up  a 
derivative  product.  It  was  the  Mexico 
Fund  (down  80%)  in  1981.  Now,  with 
the  leading  Italian  stock  index  up 
132%  (in  lire)  in  the  last  12  months 
alone,  the  good  chefs  at  Shearson  Leh- 
man Brothers,  Salomon  Brothers  and 
Daiwa  Securities  America  have  pre- 
pared the  Italy  Fund,  a  closed-end  that 
invests  in  stocks  listed  on  the  Borsa  in 
Milan.  The  5.5  million  shares  went 
public  on  Feb.  26  at  12,  a  7%  premium 
to  net  asset  value,  and  quickly  went 
to  14'/4,  a  26%  premium. 

Pass  the  Alka-Seltzer,  please.  Only 
149  companies  have  issues  quoted  on 
the  Borsa,  fewer  than  40  of  them  ac- 
tively traded.  Italy's  Treasury  Minis- 
ter, alarmed  that  share  prices  are  ris- 
ing far  beyond  real  values,  recently 
warned  that  the  Borsa  may  be  headed 
for  a  crash,  in  which  case  Italy  Fund's 
shares  would  turn  into  polenta  before 
you  could  say  Marco  Polo.  This  Wall 
Street  dish  should  be  sent  back  to  the 
kitchen. — Thomas  Jaffe 


Meanwhile,  back 
at  Raffles 

W'hile  Wall  Street  retails  Italy, 
smart  bottom-fishers  are  trolling 
Singapore.  Its  market  crashed  in  De- 
cember when  a  conglomerate  con- 
trolled by  a  politically  prominent  Ma- 
laysian Chinese  collapsed.  That  ex- 
posed overly  leveraged  brokers.  When 
trading  resumed  three  days  later,  the 
exits  were  clogged  and  the  Straits  Times 
stock  index  dove  20% . 

Enter  the  bottom-fish- 
ers, local  and  foreign.  One 
tarnished  trophy,  many 
agreed,  was  Singapore  Air- 
lines Ltd.,  the  country's 
highly  regarded  flag  carri- 
er. It  went  public  in  the 
teeth  of  the  crash,  selling 
100  million  shares,  or 
16%  of  its  equity,  at  S$5 
($2.30  U.S.).  Half  the  of- 
fering went  to  locals  and 
now  trades  on  the  Singa- 
pore exchange.  The  other 
half  went  as  a  private 
placement  to  foreigners. 

The  stock  quickly  fell 
to  SS4  but,  as  the  bot- 
tom-fishers appeared,  it 
rose  to  nearly  S$7.  Singa- 
pore Air  recently  traded 


at  S$6.25.  This  kind  of  action 
helped  the  overall  market  recover 
modestly  in  January  and  February. 
But  the  stock  has  since  resumed  its 
downward  course  and  recently  set 
new  lows. 

Things  could  get  worse.  There  was 
a  hook,  it  seems,  in  the  airline's  pri- 
vate placement.  Foreign  buyers  were 
forbidden  to  sell  their  stock  on  the 
Singapore  exchange  until  120  days 
after  it  began  trading.  The  proscrip- 
tion period  expires  Apr.  18.  If  the  big 
foreign  funds  start  dumping  their 
shares,  the  entire  market  is  likely  to 
sink  some  more,  and  even  the  bot- 
tom-fishers may  wind  up  with  old 
tires— TJ. 


Vera  lives 

Anyone  who  cut  algebra  to  go  to  the 
movies  in  the  1940s  will  remem- 
ber Vera  Hruba  Ralston.  That's  right, 
the  Czech  figure  skater  who  married 
Republic  Pictures  Corp.  founder  Her- 
bert Yates  and  became,  you  might  say, 
instant  camp.  Among  her  more  mem- 
orable pictures:  Lake  Placid  Serenade 
and  Gunfire  at  Indian  Cap 

Republic  Pictures  lives,  spun  off  by 
cable  system  operator  Tele-Commu- 
nications Inc.  in  1985.  Its  2.9  million 
Class  A  shares  trade  over-the-counter. 
According  to  analyst  Margaret  Car- 
sten  of  Denver's  Hanifen,  Imhoff,  Re- 
public owns  around  1,400  films  the 
studio  made  from  the  1930s  to  the 
1950s.  Most  of  these  are  B  westerns 
and  adventure  movies,  which  have 
their  own  camp  (and  videocassette) 
value.  The  library  also  includes  Cary 


Grant  in  Operation  Petticoat  and  dii 
tor  John  Ford's  classic  The  Quiet  X 
starring  John  Wayne.  In  addition, 
public  distributes  120  television 
ries,  including  Get  Smart  and  Bon* 
za — although  the  latter  is  mired 
litigation. 

Ignoring  the  distribution  rights 
the  TV  series,  Carsten  puts  the  ] 
public  library's  value  at  a  minimi 
of  $20  per  share,  vs.  a  recent  price 
its  class  A  shares  of  11.  A  takeo 
target?  It  would  have  to  be  friend 
Voting  power  lies  with  the  inside 
Republic's  president  has  the  right 
first  refusal  on  much  of  this  sto 
Still,  Carsten  thinks  the  A  shares 
good  value — and  who  wouldn't  like 
own  a  call  on  the  return  of  Vera  Hru 
Ralston?— T.J. 


John  Wayne  and  Maureen  O'Hara  in  The  Quiet  Man 
Like  money  in  the  bank. 


If  the  suit  fits 

Last  year  poor  financial  and  invt 
I  tory  controls  frayed  Atlanta's  C 
ford  Industries,  Inc.,  the  apparel  ma 
ufacturer.  Earnings  dropped  71%, 
64  cents  a  share.  But  for  the  quart 
just  ended,  inventories  are  falling  a] 
margins  are  improving  for  Oxforc 
Merona  Sport  line  and  the  Polo  i 
Boys  line  that  Oxford  licenses  fra 
Ralph  Lauren.  Earnings  for  fiscal  19. 
should  recover  to  80  cents  a  share  i 
estimated  sales  of  $525  million 
right  direction,  but  still  well  belq 
the  $2.17  Oxford  netted  in  1984.  Th 
may  be  why  the  company's  11.1  m; 
lion  Big  Board  shares,  recently  16} 
have  only  inched  up  during  the  rece] 
market  rally. 

Which  is  fine  by  Alan  Silverman 
New  York's  Evans  &  Co.  As  invej 
tones  continue  to  come  under  tight! 
control,  Silverman  expects  Oxford 
earnings  to  hit  at  least  $2  a  share 
fiscal   1987,  which  begins  June 
Don't  expect  the  kind  of  buyoi 
waves  that  have  pushed  other  gai 
mentmakers — most    recently,  Wai 
naco — higher.  Oxford's  Lanier  famil 
controls  40%  of  the  voting  commoi 
But  on  earnings  alone,  Silverman  see 
50%  in  the  stock  by  year-end. — T.J. 


Icahnography 

Carl  Icahn  may  have  added  a  twid 
to  the  takeover  game:  hidde] 
greenmail.  Icahn  acquired  ACF  Indus 
tries  in  1984  and  began  stripping  as 
sets  to  pay  down  debt.  He  also  bougfl 
5%     of    Chesebrough-Pond's  ani 
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eatened  to  take  it  over.  Chese- 
ugh  bought  Icahn's  shares  back  at 
rket — but  also  agreed  to  buy  ACF's 
ymer  plastics  business  for  an  un- 
lally  rich  $95.5  million, 
•low  the  Belzbergs  are  trying  their 
id.  They  overpaid  for  Scovill  and 
swimming  in  debt.  But  earlier  this 
r  their  First  City  Trust  accumulat- 
4.7%  of  Arvin  Industries,  an  auto 
ts  maker,  at  around  $21  a  share. 
nn  has  agreed  to  repurchase  the 
res  for  about  $25  each,  vs.  a  recent 
rket  price  of  27.  Arvin  had  an- 
mced  a  share  buyback  program, 
y  not  buy  from  a  large  supplier? 
note  that  along  with  the  profit  on 
ir  Arvin  stock,  the  Belzbergs  also 
suaded  Arvin  to  pay  $39  million 
Schrader  Automotive,  a  Scovill  di- 
lon  that  makes  tire  valves.  Arvin, 
reover,  will  assume  an  unspecified 
ount  of  Schrader's  foreign  debt, 
yhere  there's  a  buck  there's  a 
f-T.J. 


st  a  simple  mistake 

?  hen  Christoph  Kotowski  of  Op- 
f  penheimer  &.  Co.  analyzes  the 
loan  portfolios  of  Texas  banks,  he 
ks  at  the  detailed  data  the  banks 
pare  for  the  debt  rating  services, 
it  led  Kotowski  to  tell  clients  to 
n  clear  of  First  City  Bancorp.  Good 
t.  First  City  has  slashed  its  divi- 
id  twice  in  eight  months.  He  was 
ad  of  S&P's,  which  has  finally  got- 

around  to  putting  six  other  Texas 
iks  on  its  credit-watch  list. 
Jow  Kotowski  is  wary  of  Dallas- 
ed  MCorp,  one  of  the  six  that 
P's  flagged.  Recent  price:  19'/2.  He 
sn't  like  the  difference  between  its 
rgy  loans  at  the  end  of  1985  and 
energy  portfolio  the  previous 
e.  While  MCorp's  total  exposure  of 
7  billion  didn't  increase  much, 
re  was  a  sharp  and  significant  shift 
hin  that  loan  category — from  ma- 
oil  companies  to  riskier  indepen- 
it  producers,  service  and  supply 
as  and  contract  drillers. 
MCorp's  explanation:  The  earlier 
jsifications  were  in  error;  now 
t's  all  been  straightened  out.  Ko- 
fski  is  not  impressed,  and  says: 
le  misclassification  of  such  a  large 
ume  of  loans  among  these  crucial 
egories  indicates  a  lapse  in  corpo- 
;  control."  Kotowski  thinks  that  if 
prices  and  operating  earnings  stay 
ak,  MCorp  may  be  forced  to  cut  its 
40  dividend  later  this  year,  mean- 

the  attractive  7.3%  current  yield 
ess  attractive.  His  advice  to  inves- 
s:  Sell. — Howard  Rudnitsky 
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IN  PARADISE 

An  island  paradise  that  offers 
jf\.  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
1  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1 00 1 1 
or  call  212/620-2461. 


Your  IRA 
day 


If  you've  been  putting  off  your 
IRA  investment  for  1985,  time  is 
about  to  run  out.  But  that  doesn't 
mean  you  have  to  rush  into  a  bad 
investment.  Not  when  Twentieth 


I 
I 
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%^    zJk  §nf^  ( Century  Investors  offers  you  a  family 

■        of  no-load,  no-minimum  mutual  funds  _ 
^  ^     with  an  outstanding  record 

1%t\  1  't\^%  i*%/v#yw#B     ot  Ion§"term  performance. 

JU J  L  j^u^^j         ( -a"  °r  wme  to<Jav ior  con> 

plete  information.  But  don't 
put  it  off.  On  April  15th,  your  chances  for  a  1985  IRA  will  come  to  an 
untimely  end. 

Want  to  know  more?  Write  or  call  for  our  free  IRA  Information  Kit.  In  it 
you'll  find  a  prospectus  for  the  six  funds  in  Twentieth  Century's  IRA  program: 
Growth  Investors,  Select  Investors,  Ultra  Investors,  Vista  Investors,  U.S. 
Governments,  and  Cash  Reserve.  Please  read  the  prospectus  carefully  before 
investing.  | 

No-Load,  No-Minimum  Mutual  Funds  | 

i 

i 

i 


Please  send  a  free  prospectus  to: 

Name  

Address  

City  


State  Zip  . 


P.O.  Box  200,  Kansas  City,  Mo.  64141  (816)  531-5575 
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Abel/Noser    125 

Ace  31 

ACF  Industries    150 

Air  Guadeloupe   6 

Alaska  Housing  Finance    139 

Alliance  International  Fund    135 

Allied  Bancshares  32 

Allied-Signal   34 

ALM  ,  6 

ALMI  Group   9 

American  Cyanamid  20 
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American  lawyer  62 

American  Medical  International    141 
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Ancor  Holdings   91 

Anderson,  Clayton   58 
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Aviotex    112 

Bank  of  America  8 
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Barclays  Bank  91 
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Bear,  Stearns    139 

Boeing   98 

Borden  62 

Briggs  &  Stratton  54 

British  Airways   40 

British  Gas  40 

British  Telecom  40 

Broken  Hill  Proprietary   35 

Brooklyn  Union  Gas   35 

Brunswick   155 

Burlington  Northern    10 

Bushkin,  Gaims,  Gaines  &  Jonas   124 

BWIA  _  6 

Don  Caldwell   8 

California  Housing  Finance  Agency    139 

Canon   88 

Castle  &  Cooke   104 

CBS   9,  112 
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CDA  Investment  Technologies   135 
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Champion  International    108 


Chesebrough-Pond's    150 

Chicago  Bridge  &  Iron    155 

Chris-Craft    106 

Ciba-Geigy   1 13 
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Citicorp  91,  102,  113 
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Coleco  Industries   82 
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Curasao  International  Trust  91 
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Daiwa  Securities    150 

Data  Card    140 
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Deere  54 

Delta  Capital    18 

Diamond  Shamrock   62 
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Dillon,  Read   40 

Walt  Disney  Productions  72,  144 

Donaldson,  Lufkin  &  Jenrette    125 

Dovetail  Villas   91 

Dow  Chemical    108 

Dr  Pepper  .'.  58 

Drexel  Burnham  Lambert    8 

Eastern  Air  Lines  6 

Eaton  88 

Elsevier    135 

Enterprise  Oil   40 

Entertainment  and  Communications  95 

Ernst  &  Whinney    72 

Evans   150 

Exploration   8 

Fairfield  Communities    140 

Family  Backed  Mortgage 
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First  Boston   98 

First  City  Bancorp    151 

First  City  Trust    150 

Florida  Housing  Finance  Agency    139 

Florida  Power  &  Light   95 

FMC   58 

Ford  Motor  62 

Gannett   113 

Gates  Learjet   91 

GCA  88 

Genentech    132 
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General  Motors   8,  91,  140 
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Gray,  Seifert   II 

Great  Atlantic  &  Pacific  Tea   J 
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Home  Federal   

Homelite  

Honda   

Hospital  Corp  of  America    141,  1! 
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Interand   1 

Interface  Flooring   U 
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International  Playtex   ..' 
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Italy  Fund   9 

ITT   J 


Johnson  &  Johnson   

K  mart  9,  31, 

Kartes  Video   

Kawasaki   

Kellogg   

KLA  Instruments   

Alfred  A.  Knopf   

Kohlberg  Kravis  Roberts   

Kroger   

La-Z-Boy  Chair  

Ralph  Lauren   

LawLetters  

Lazard  Fund   

Leggett  &  Piatt   

Lehman  Brothers  

Eli  Lilly   

Lipper  Analytical  Services  

Litton  Industries   

Los  Angeles  Lakers   

Lowe's  

LSI  Logic   
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Union  Federal    140 

Union  Pacific   10 

Union  Texas  Petroleum  34 

United  Artists   9 

United  (ersey  Banks    140 

United  Missouri  Bancshares  -.   128 

United  Technologies  98 

Upjohn    141 

V.N.U   135 

Value  Line    72,  141 

Vanguard  Group    14 

Vendome  Press    19 

VLSI  Research   88 

Volkswagenwerk  91,  135 

Wal-Mart   9,  31 

Del  Webb    140 

Wellington  Management    140 

Western  Capital    140 

Westinghouse  Electric   95,  98 

Westland   135 

Wilkofsky  Gruen  Associates   9 

Windsor  Fund   35 

Worlds  of  Wonder   82 
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A  Rare  upportumty  10  Acquire  une  ot 
the  World's  Most  Prestigious  Yachts. 


Builder/Year:  C.  Van  Lent  and  Zonen  BV/1978 
Type:  Feadship  Motor  Yacht 
Dimensions:  126'/25'6"/8' 

Power:  (2)  700  hp  Caterpillar  D379TA  turbodiesels 

Fuel/Water  (gallons):  14,565/3500 

Cruising  speed  (knots):  13 

Maximum  speed  (knots):14.5 

Range  (miles):  3000  + 

Berths:  8  (  +  9  crew);  Head(s):  9 

Electronics:  radar,  satnav,  loran,  gyrocompass,  weather 
fax,  autopilot,  (2)  SSBs,  (3)  VHFs,  recording  fathometer, 
flashing  fathometer 

The  Highlander  is  available  for  immediate 
delivery,  now  that  a  new  and  larger  Fead- 
ship has  been  delivered  to  her  owner,  Forbes 
Magazine. 

For  complete  information  contact: 

Leonard  H.  Yablon 

FORBES  MAGAZINE 

60  Fifth  Avenue 

New  York,  N.Y.  10011 

(212)  620-2247 


Designed  by  Fritz  de  Voogt,  this  126'  Fead- 
ship, fourth  in  a  line  of  corporate  yachts  for 
Forbes  Magazine,  has  hosted  kings,  presi- 
dents, and  prime  ministers. 

The  Highlander  accommodates  an  ow- 
ner's party  of  8  in  sumptuous  quarters  and 
provides  both  a  full  on-deck  pantry  and  a 
comprehensively  equipped  main  galley; 
these  join  with  the  large  salon,  afterdeck, 
and  2  wetbars  to  permit  entertaining  large 
groups. 

Fully  capable  of  worldwide  cruising,  The 
Highlander  has  been  meticulously  main- 
tained. Stabilized  and  with  complete  elec- 
tronics, this  famous  Feadship  presents  a 
rare  opportunity  for  the  individual  or  corpo- 
ration searching  for  that  very  special  yacht. 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 


ixty  years  ago  in  Forbes 

i-om  the  issue  of  April  1,  1926) 
rhe  boom  and  the  burst  in  Wall 
;reet  drive  home  this  lesson:  Never 
low  yourself  to  be  carried  away, 
hose  who  suffered  ruin  or  heavy  loss 
hen  the  stock  market  collapsed 
ere  speculators  who  had  been  car- 
ed away  by  the  long,  persistent  ad- 
ince  in  security  prices.  They  saw  the 
arket  rise  day  after  day  and  week 
ter  week.  They  reasoned,  superfi- 
ally,  that  quotations  could  move 
lly  in  one  direction.  The  rise,  in 
:her  words,  went  to  their  heads  and 
ley  blindly  followed.  Then  when  the 
eak  came  .  .  .  they  became  panicky 
id  dumped  their  stocks  for  whatever 
ices  they  would  bring." 


?  this  day,  such  spherical  tanks  are  called 
lortonspheres, "  for  Chicago  Bridge  & 
on  Co.  founder  Horace  Horton 


rhe  old  idea  that  a  business  con- 
irned  with  supplying  the  common 
lings  necessary  to  existence  is 
:eady  and  sound  while  the  venture 
roviding  nonessentials  is  dangerous 
as  been  quite  thoroughly  exploded 
y  recent  experience.  The  automobile 
usiness  has  prospered  and  grown  fat 
rhile  the  textile  industry,  making  the 
irments  required  by  law  and  by  our 
ncertain  climate,  has  had  a  thin  time 
f  it.  The  radio  has  furnished  us  with  a 
larvelous  scientific  performance  and 
a  equally  marvelous  industrial  devel- 
pment,  while  some  older  industries 
laking  and  supplying  the  so-called 
ecessities  have  pleaded  earnestly  for 
market.  ...  It  seems  that  the  Ameri- 
an  buyer  is  getting  his  luxuries  first, 
nd  is  buying  as  many  necessities  as  he 
an  afford  with  what  is  left." 


Fifty  years  ago 

(From  the  issue  of  April  1,  1936) 

"For  three  years  Washington  has  been 
the  nation's  only  unbridled  spender.  It 
has  rolled  up  obligations  faster  than 
did  any  corporation  during  the  boom. 
Yet,  demand  for  its  securities  has 
been  quite  as  avid  as  was  the  demand 
for  corporation  securities.  It  has  been 
no  trick  at  all  for  the  Treasury  to  float 
billions  and  billions  of  notes  and 
bonds  on  flattering  terms.  Expansion 
in  the  national  debt  since  New  Deal- 
ers gained  control  of  the  federal  purse 
has  aggregated  the  staggering  total  of 
$10  billion." 

"Since  1929  the  leaders  of  the  auto- 
motive industry  have  competed  stren- 
uously with  each  other  in  the  im- 
provement of  plant  equipment.  .  .  . 
New  machinery  was  installed  at  very 
heavy  expenditure.  The  result  is  well 
known.  Prices  were  lowered  to  such  a 
degree — through  the  use  of  advanced 
labor-saving  devices — that  sales  have 
reached  approximately  the  highest 
point  in  automobile  history.  But  em- 
ployment is  also  at  the  highest 
point!  .  .  .  With  an  average  of  1923-25 
as  100%,  we  find  that  in  October  1929 
employment  in  the  industry  stood  at 
103.7%,  while  in  October  1935  it 
reached  an  alltime  high  of  105%. 
Clearly,  the  introduction  of  new  ma- 
chines threw  nobody  out  of  work.  .  .  ." 


Twenty-five  years  ago 

(From  the  issue  of  April  I,  1961 ) 

"At  latest  count  more  than  15  mutual 
funds  were  being  sued  by  more  than  50 
shareowners  who  claim  their  funds  are 
paying  excessively  high  fees  to  the 
men  who  manage  them.  At  latest 
count,  too,  every  one  of  the  funds  was 
denying  the  charges.  This,  despite  the 
fact  that  New  York's  Lazard  Fund  de- 
cided recently  to  sidestep  trial  and 
comply  with  shareowner  demands  by 
scaling  down  its  management  fees." 

"In  an  age  of  mass  merchandising, 
chain  stores  and  fat  discounts,  Chica- 
go's 109-year-old  Marshall  Field  &  Co. 
has  remained  something  of  a  holdout. 
With  its  famed  department  stores  in 
Chicago  (Marshall  Field)  and  Seattle 
(Frederick  &  Nelson)  and  its  handful  of 
suburban  outlets,  Marshall  Field  has 
continued  to  cater  to  the  carriage 
trade.  'We  don't  believe  in  selling 
shoddy  merchandise,'  declares  Presi- 


dent fames  L.  Palmer.  .  .  . 

"Last  year  the  customers  showed 
they  appreciated  this  policy.  .  .  .  Most 
department  stores'  earnings  lagged 
badly.  But  not  Marshall  Field's.  At  $8.9 
million,  or  $4.41  a  share,  they  were 
down  by  only  3.5%." 


Ten  years  ago 

(From  the  issue  of  April  1,  1976) 

"Russell  Train,  the  55-year-old  chief  of 
the  Environmental  Protection  Agency, 
recently  set  some  limits  for  the  long 
arm  of  the  EPA.  A  press  conference 
questioner  asked  the  tax  court  judge- 
turned-environmentalist  whether  par- 
ents-to-be should  have  to  file  his  agen- 
cy's infamous  environmental  impact 
statements.  His  reply:  'I  don't  know  if 
they'd  be  able  to  complete  it  in  the 
requisite  nine  months.'  " 

"In  1961,  when  he  was  56,  Jack  C. 
Massey  retired.  He  sold  his  surgical 
supply  business  to  Brunswick  Corp. 
for  about  $1  million  in  stock,  which 
he  subsequently  unloaded.  Then  he 
retired — and  really  went  to  work. 

"First  off,  he  arranged  to  buy  Ken- 
tucky Fried  Chicken  for  $2  million 
(on  a  down  payment  of  $500,000). 
That  was  in  1964;  in  1971,  he  helped 
sell  KFC  to  Heublein,  Inc.  for  around 
$250  million  in  stock.  .  .  . 

"In  1968,  along  with  some  doctor 
friends,  he  launched  Hospital  Corp.  of 
America,  now  a  $390  million  reve- 
nues company.  .  .  . 

"Now  70,  how  rich  is  Jack  Massey? 
'Ah  just  don't  know,  boy,'  he  replies." 


Arch-entrepreneur  Jack  Masse]' 
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Everybody  wants  to  be  somebody: 
nobody  wants  to  grow. 
Johann  Goethe 


More  things  grow  in  the  garden 
than  the  gardener  sows. 
Spanish  proverb 


Knowledge  shrinks  as 
wisdom  grows. 
Alfred  Whitehead 


Man  does  not  move  in  cycles, 
though  nature  does.  Man's  course 
is  like  that  of  an  arrow. 
Samuel  Coleridge 


The  strongest  principle  of  growth 
lies  in  human  choice. 
George  Eliot 


In  the  physical  world,  one  cannot 
increase  the  size  or  quantity  of 
anything  without  changing 
its  quality. 
Paul  Valery 


Command  large  fields,  but 
cultivate  small  ones. 
Virgil 


It  doesn't  depend  on  size,  or  a  cow 
would  catch  a  rabbit. 
Pennsylvania  German  proverb 


The  greatest  and  most  important 
problems  of  life  are  all  in  a  certain 
sense  insoluble.  They  can  never  be 
solved  but  only  outgrown. 
Carl  Jung  ~. 


Gardens  are  not  made  by  singing 
"Oh,  how  beautiful,"  and  sitting 
in  the  shade. 
Rudyard  Kipling 


Naught  may  endure  but 
mutability. 

Percy  Bysshe  Shelley 


Thoughts 

on  the  Business  of  Life 


It  is  in  changing  that  things 
find  purpose. 
Heraclitus 


Dinosaur's,  too  big,  became  extinct 
The  Roman  Empire,  overexpanded, 
fell.  And  the  far-flung  British  Empire  is 
shrinking  Tis  generally  accepted  that 
an  organization  can  become  so  tre- 
mendously widespread  as  to  be  un- 
wieldy, inefficient  I  have  an  uneasy 
feeling  that  the  time  has  come  for  the 
brainy  stalwarts  administering  these 
massive  organizations  to  give  very  se- 
rious thought  to  their  future.  Should 
they  reach  out  unrestrainedly,  acquir- 
ing raster  interests,  travel  farther 
along  the  road  toward  monopoly, 
dominance?  Or  should  they  pause  to 
reflect  on  what  the  final  consequences 
of  unrestrained  growth  may  be? 
B.C.  Forbes 


The  course  of  a  river  is  almost 
always  disapproved  of 
by  the  source. 
Jean  Cocteau 


Every  man  contemplates  an  angel 
in  his  future  self. 
Ralph  Waldo  Emerson 


There  are  some  enterprises  in 
which  a  careful  disorderliness 
is  the  true  method. 
Herman  Melville 


All  change  is  not  growth,  as  all 
movement  is  not  forward. 
Ellen  Glasgow 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Improvement  makes  straight 
roads;  but  the  crooked  roads 
without  improvement  are 
roads  of  genius. 
William  Blake 


All  gardeners  live  in  beautiful 
places  because  they  make  them  so. 
Joseph  Joubert 


Growth  is  the  only  evidence 
of  life. 

John  Henry  Newman 


The  future  is  no  more  uncertain 
than  the  present. 
Walt  Whitman 


School  yourself  to  the  severe 
gradualness  in  the  accumulation 
of  knowledge. 
Ivan  Pavlov 


A  Text . . . 

Thou  hast  planted  them,  yea, 
they  have  taken  root:  they 
grow,  yea,  they  bring  forth 
fruit:  thou  art  near  in 
their  mouth,  and  far  from 
their  reins. 
Jeremiah  12:2 


Sent  in  by  George  Stubbs,  Melrose,  Mass. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


There  is  in  every  body,  or  polity, 
or  business  a  natural  growth, 
zenith,  and  decay. 
Polybius 


Bigness  is  bigness  in  spite  of  a 
hundred  mistakes. 
Jawaharlal  Nehru 
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Bushman  &Wakefield. 

Business  America's 
Real  Estate  Firm. 


Cushman  &  Wakefield  is  the  nation's  largest  firm  the  largest  transactions  in  business  real  estate  history,  yet  our 

;lusively  serving  the  needs  of  business  in  American  smaller  transactions  number  in  the  thousands, 

il  estate.  We  combine  Wall  Street  financial  expertise  with  70 

Our  more  than  60  offices  are  staffed  with  professionals        years  of  real  estate  brokerage.  And  our  appraisal  group  is 
10  can  draw  from  their  in-depth  experience  to  offer  Amer-         America's  largest  real  estate  appraiser. 
i's  business  leaders  invaluable  resources.  From  financial  It's  no  wonder  our  revenue  has  multiplied  over  100  times 

commercial  and  brokerage  services  H^%H  MM  A  ^.1  O     'n  tne  'asl  two  decades, 

development  consulting  to  property  m  ^"B  l^PnnlAN  QE  F°r  a"  these  reasons  and  more, 

inagement.  ^^^^S^^^fiSBPl  Cushman  &  Wakefield  is  Business 

Cushman  &  Wakelield  has  arranged     %AMA  mL       ■■B^*  1     I  M    America's  real  estate  firm. 


A  ROCKEFELLER  GROUP  COMPANY 


World  's  most  comf  or  tab! 

You  go  charging  over  the  hurdles  every  day.  Full  bore.  In  the  financial  canyons 
of  the  city  or  on  the  fairways  of  the  country  club,  you  attack-you  let  it  all  hang 
out.  Grab  a  little  comfort,  with  Sansabelt.  No  other  clothes  feel  so  good.  No  other 
slacks  have  the  famous,  patented  waistband.  Sansabelt.  World-class  comfort  that 
never  looked  so  good. 


thes -anywhere! 


Forbes 


The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  168  and  169. 


Companies 

33    General  Motors 

How  can  the  stock  market  value  an  H  and  an  E  at  more 
than  a  G  and  an  M? 

44    Security  Pacific  Corp. 

This  bank  holding  company  is  blessed  with  a  chairman  of 
vision  and  drive,  but  the  competition  is  tougher  than  it 
used  to  be. 

54   Refac  Technology  Development  Corp. 

Gospel  according  to  Eugene  Lang:  Money  is  not  the 
product,  it  is  merely  a  by-product. 

72   Avon  Products 

"It's  been  tougher  than  I  thought  it  would  be,"  says 
Chairman  Hicks  Waldron.  "But  this  is  the  year  of  our 
renaissance."  Hmm. 

78    Thrifty  Corp. 

It  finally  has  its  defenses  in  place;  are  they  enough  to 
keep  the  sharks  at  bay? 

93   Ponderosa,  Inc. 

Management  is  doing  better  than  its  steak  houses.  Fat 
perks  for  the  executives,  lean  profits  for  the  chain. 


100    Borg-Warner  Corp. 

What  is  fames  Bere's  legacy  as  his  14-year  tenure  as  chief 
executive  draws  to  a  close? 

118    The  Up  &  Comers 

Hyatt  Legal  Services  started  its  chain  of  storefront  law 
offices  five  years  behind  pioneer  Jacoby  &  Meyers.  Guess 
who's  on  top.  Also:  Maxtor  Corp.'s  blessing  in  disguise. 


Industries 

36  Travel 

Cruise  lines  and  travel  agents  admit  they  deplore  dis- 
counting. But  does  that  add  up  to  price-fixing? 


International 

32    Waiting  For  Britain's  Big  Bang 

In  London,  champagne  on  a  nervous  stomach. 

80  Mexico 

Its  booming  stock  market  and  fat  brokerage  profits 
show  that  there  is  opportunity  even  in  the  worst  of 
economic  crises. 


Investing 

31    He  Who  Gets  Trampled 

Beneath  the  bull  market  both  the  Big  Board  and  Amex  are 
losing  ground  to  the  over-the-counter  market. 

35    Watching  The  Bottom  Line 

Some  companies  showed  rising  earnings  last  year  in  spite 
of  so-so  business.  Were  the  gains  real? 


Departments 


6  Side  Lines 

8  Trends 

12  Follow-Through 

14  Readers  Say 

17  Fact  and  Comment 

20  Other  Comments 

23  Fact  and  Comment  II 

171  Flashbacks 

172  Thoughts 


Money  &  Investments  Columnists 

25  What's  Ahead  For 
Business 

26  The  Forbes  Index 
147   The  Forbes /Wilshire 

5000  Review 


157  Ben  Weberman 

158  Susan  Lee 

159  Kenneth  L.  Fisher 

160  Ann  C.  Brown 

162  Srully  Blotnick 

163  Stanley  W.  Angrist 
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L 10   Real  Estate  Syndications 

.ots  of  people  who  got  sucked  in  a  few  years  back  now 
lave  handsome  losses.  And  many  don't  even  know  it  yet. 


50    The  Money  Men: 

Harlan  Matthews  and  Dewey  Collins 

rennessee's  $5  billion  pension  fund  eases  into  the  over- 
eas  markets. 

52    The  Money  Men: 

Anthony  Gumbiner  and  Brian  Troup 

rhese  bailout  bankers  have  developed  an  effective  but 
lardly  gentle  therapy  for  sick  companies. 

.66  Streetwalker 

Suttes  Gas  &  Oil  Co.;  Transworld  Corp.;  Compact  Video; 
nc.;  Reuter,  Inc.;  Texas  Commerce  Bancshares,  Inc. 


finance 

18  Takeovers 

Vith  the  stock  market  way  up  and  many  corporations 
>verloaded  with  debt,  the  day  of  debt-for-equity  swaps  is 
learly  over.  What's  the  new  game  going  to  be? 


science  &  Technology 

24    On  The  Waterfront 

'olluted  water  is  causing  huge  numbers  of  fish  to  develop 
ancer.  Can  the  disease  be  transmitted  to  fish-eaters? 


faces  Behind  the  Figures 

40  John  Portman  Jr.,  architect/developer 

40  John  and  Maureen  Dean,  investment  managers 

41  David  Margolis,  Colt  Industries 

41  David  and  Gail  Liniger,  Remax  International 

44  Ryal  Poppa,  Storage  Technology 

44  Sumiko  Ito,  Nomura  Securities 


130 


Markets 

67    Commodities:  Tin 

New  York  has  gained  a  bit  on  London  as  the  world's 
metals  trading  market,  thanks  in  part  to  the  Brits'  disas- 
trous fumble. 


Marketing 

94    Cover  Story:  Ralph  Lauren 

Having  grown  rich  and  famous  selling  through  retail 
stores,  he  is  now  defying  his  best  customers  by  going  into 
direct  competition  with  them. 

106    Save  The  Children  Federation 

Is  a  little  deception  okay  for  a  worthy  cause? 


Personal  Affairs 

130    When  Your  Art  Or  Antiques  Need  Fixing 

Private  and  corporate  collectors  are  now  tapping  special- 
ist "fixers"  from  museums  to  restore  and  maintain  their 
art  treasures. 


Careers 

138    Investment  Banks 

The  new  meccas  for  supersharp  young  grads  who  want  to 
make  it  big,  in  a  big  hurry.  Even  if  they  have  to  cool  their 
heels  at  copying  machines  most  of  the  time. 
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A  boy  can  dream,  can't  he? 

As  a  youth  growing  up  in  the  shadow  of  Manhattan  but  living  in 
the  narrowly  provincial  atmosphere  of  The  Bronx  in  the  1940s 
and  early  1950s,  Ralph  Lifshitz  must  have  fantasized  about  a 
more  glamorous  world  of  rich  and  sophisticated  people.  Perhaps 
his  role  models  were  taken  from  the  movies  of  those  days: 
Ronald  Colman,  Cary  Grant,  Walter  Pidgeon.  Such  daydreams 
would  have  mixed  an  upper-class  Britain  that  never  really 
existed  with  the  characters  of  F.  Scott  Fitzgerald. 

Most  people,  especially  children,  daydream  to  make  up  for 
what  they  see  as  the  inadequacies  of  their  lives,  but  Lifshitz, 
who  later  changed  his 


name  to  Lauren,  took 
his  fantasizing  further. 
He  made  it  into  a  bil- 
lion-dollar business.  It 
happened  that  Ralph 
Lauren's  vision  of  what 
life  should  be  matched 
that  of  millions  of  mid- 
dle-class Americans: 


Ed.  Si 


RALPH  LIFSHITZ 

C.C.N.Y. 

Room  Squad,  "Clinton 
'  Dean's  Office  Squad,  Health 
[uad 

Millionaire 


DeWitt  Clinton  II  S  Class  of  '57 


Rolls-Royces,  polo  ponies,  butlers,  chandeliers,  champagne, 
stately  women,  tweedy  jackets,  spread  collars.  To  fit  that  imag- 
ined world,  Lauren  designed  complete  lines  of  clothing — and  an 
affluent  segment  of  the  public  bought  greedily.  Lauren's  choice 
of  names  for  his  top-of-the-line  brand?  What  else?  Polo. 

In  this  issue's  cover  story,  our  marketing  editor,  Jeffrey  Trach- 
tenberg, describes  Lauren's  latest  move:  The  famed  designer  is 
going  into  strong  competition  with  his  own  best  customers. 
Brash?  You  bet  it  is.  But  what  else  would  you  expect  of  a  man 
who  persuades  lots  of  people  to  pay  top  dollar  for  expensive- 
looking  clothes  but  himself  comes  to  work  in  jeans  and  what 
looks  like  a  $4  denim  shirt?  As  Trachtenberg  puts  it:  "Every- 
body else  in  his  offices  dresses  like  they  stepped  out  of  one  of  his 
ads.  Ralph,  by  looking  the  way  he  does,  is  saying  he  doesn't  give 
a  damn  what  anybody  else  thinks."  Page  94. 

How  far  to  the  top? 

Eschewing  the  usual  technical  and  historical  analogies,  we  have 
our  own  quirky  reason  for  thinking  the  current  bull  market, 
while  it  may  have  setbacks,  still  has  a  good  way  to  go.  Reason: 
Most  of  our  favorite  journals  have  recently  run  articles  about 
how  to  recognize  a  major  market  top.  When  people  are  looking 
for  tops,  they  rarely  happen.  Anyhow,  our  own  Susan  Lee,  who 
has  looked  pretty  good  on  calling  this  bull  market,  says  on  page 
158  that  the  party  isn't  over  yet.  (For  a  more  cautious  view,  see 
Ann  Brown's  column,  page  160.) 

A  time  to  buy,  a  time  to  sell 

The  common  wisdom  a  half-decade  ago  was  that  real  estate  was  I 
a  great  investment,  but  stocks  were  passe.  People  who  bought 
stocks  looked  dumb.  People  who  bought  real  estate  looked 
smart.  Now  the  situation  has  reversed:  Howard  Rudnitsky  and 
Laura  Jereski  tell  the  sad  story  of  what  happened  to  people  who 
bought  into  real  estate  syndications  during  those  boom  years  in 
realty.  Lots  are  losing  their  shirts.  That's  because,  instead  of 
buying  present  value,  they  paid  for  projected  future  value. 
Oldest  mistake  in  the  book.  Most  common,  too.  See  page  110. 
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What  makes  Madden  mad#14: 


"Called  for  Holding.  Ever  try 

to  use  some  of  those  toll-free  reservation 
numbers?  First  a  computer  tells  you 
'  Please  hold  on.'  Then  you  get  the 
elevator  music.  And  before  you  know  it, 
the  cobwebs  start  to  form. 

But  don't  get  mad.  Just  call  Ramada. 
A  real  person  will  answer  right  away, 
and  you'll  have  your  reservation  in 
no  time.  What  more  could  an  easy- 
going guy  like  me  ask  for?  " 

NEXT  TIME, 

RAMADA 

INNS,  HOTELS  AND  RENAISSANCE  HOTELS  WORLDWIDE 
CALL  A  TRAVEL  AGENT  OR  1-800-2-RAMADA  (1-800-272-6232) 


Trend 

s 

Edited  by  John  A.  Conway 

Cleaning  up  at  the  bank 

Bankers  are  braced  for  some  form 
of  federal  legislation  this  year  to 
tighten  the  rules  on  money  "launder- 
ing"— a  favorite  ploy  for  big  drug  deal- 
ers to  legitimize  their  ill-gotten 
gains — but  they  are  leery  of  what  form 
it  might  take.  The  American  Bankers 
Association  says  it  favors  efforts  to 
put  drug  dealers  behind  bars,  but  it 
doesn't  want  anything  that  might  en- 
danger bank  customers'  rights  to  pri- 
vacy. For  one  thing,  the  ABA  would 
prefer  that  no  bank  records  be  released 
to  the  lawmen  without  a  proper  sum- 
mons or  subpoena.  It  also  objects  to 
loose-sounding  proposals  that  would 
penalize  bankers  for  accepting  money 
with  "reckless  disregard"  of  its 
sources.  "I  don't  think  the  govern- 
ment wants  to  deputize  the  average 
teller,"  says  Charles  Zuver,  a  senior 
ABA  lobbyist  in  Washington. 


When  the  livin'  is  easy 

Despite  the  nagging  persistence  of 
7%  unemployment,  many  jobs 
seem  to  be  going  begging.  Kelly  Ser- 
vices, the  Troy,  Mich. -based  tempo- 
rary help  agency,  for  instance,  says  it 
could  fill  100,000  summer  jobs  with 
teachers  and  students  this  year  and 
expects  to  run  well  short.  Last  year, 
according  to  Thomas  Anton,  Kelly  ex- 
ecutive vice  president,  the  goal  was 
70,000,  and  the  firm  had  more  orders 
than  workers.  Kelly  turns  to  the  cam- 
puses in  summer  because  demand 
rises,  and  many  of  its  temporaries 
with  small  children  are  unable  to 
work  during  those  months. 

Things  look  bright,  meanwhile,  for 
the  regular  work  force.  Dun  &  Brad- 
street's  survey  of  5,000  employers 
forecasts  3  million  new  jobs  for  the 
U.S.  in  1986,  compared  with  2  million 
last  year.  As  has  been  true  for  some 
years,  almost  two-thirds  of  the  new 
openings  will  come  in  firms  employ- 
ing fewer  than  100. 


A  world  without  killers 

What  would  happen  to  the  U.S. 
population  if  there  were  no  more 
heart  disease,  cancer  or  cardiovascu- 
lar disorders?  Surprisingly  little.  The 
Census  Bureau  predicts  a  U.S.  popula- 


tion of  about  310  million  for  the  year 
2050.  If  by  2000  cancer  and  heart  and 
cardiovascular  disease  were  cured,  it 
would  rise  4%  by  2050,  to  322  mil- 
lion. Eliminating  heart  trouble  would 
raise  it  2.4%,  a  cancer  cure  1.1%  and 
an  end  to  strokes  and  other  cardiovas- 
cular disease  0.5%,  says  the  Futures 
Group,  a  Glastonbury,  Conn,  firm 
specializing  in  forecasting  and  plan- 
ning. The  effects  would  be  greatest  on 
those  over  80.  Without  heart  disease, 
their  number  would  rise  21%;  with- 
out cancer,  6% ;  without  cardiovascu- 
lar disease,  4%.  The  older  the  group, 
the  larger  the  effect.  The  number  of 
those  over  85  would  rise  50%,  to 
about  21  million.  Centenarians  would 
increase  by  91%  without  heart  dis- 
ease, by  17%  without  cancer  and  by 
19%  without  cardiovascular  disease, 
for  a  total  of  1.9  million  by  2050. 


"Sye  G  dye!" 

Australia  is  no  longer  Down  Under 
on  tourists'  maps.  Whether  they 
make  it  there  or  not,  the  island  conti- 
nent is  now  number  one  on  Ameri- 
cans' wish  list  of  foreign  holiday  des- 
tinations, up  from  49th  in  1983.  Ap- 
plications for  visas,  still  required  by 
the  Australian  government,  increased 
33%,  from  96,059  in  1983  to  128,163 
in  1985,  in  spite  of  round-trip  airfares 
averaging  $1,296  from  Los  Angeles  to 
Sydney  in  the  December-through- 
March  high  season  and  tour  packages 
averaging  $740  for  ten  days.  Part  of 


Australia 's  koala  bears 


A  new  trademark,  a  new  appeal. 


the  draw  is  that  the  Aussies  sailed 
away  with  the  America's  Cup  3  years 
ago,  after  American  yachtsmen  had 
held  on  to  it  for  132  years.  The  battle 
will  be  renewed  this  fall  in  Perth. 
Some  credit  also  goes  to  Aussie  enter- 
tainer Paul  Hogan  who,  with  his 
crooked  grin  and  "Sye  G'dye,"  has| 
replaced  the  koala  bear  as  Australia'si 
trademark  in  U.S.  advertising.  "Therei 
is  a  general  fascination  with  the  life- 
style," says  William  Baker,  director  on 
market  development  with  the  Austra-j 
lian  Tourist  Commission.  "It's  laid-i 
back,"  he  says.  Americans'  favorite! 
attractions:  the  remote  Outback,  the! 
Great  Barrier  Reef,  Sydney,  the  largest) 
city,  and,  this  year,  Perth. 


Shopping  the  gas  pumps 

Gasoline  prices  have  reached  theiri 
lowest  levels  since  the  Iranian 
revolution  drove  them  up  in  1979,  butj 
a  new  cross-country  survey  of  6,000 
gas  stations  by  the  American  Auto< 
mobile  Association  shows  they  stilj 
vary  widely.  For  unleaded — now 
about  70%  of  the  gas  sold — the  aver-) 
age  price  at  self-service  stations  was 
less  than  95  cents  a  gallon,  it  says,  and 
at  full-service  stations,  $1.16.  (That 
21 -cent  gap  is  the  widest  since  thfl 
AAA  started  surveys  in  1973.)  Diesel 
fuel  and  full-service  leaded  averaged 
$  1 . 1 0  per  gallon  in  March.  Prices  tend 
to  be  lowest  in  the  Midwest  and  the 
Great  Lakes  states  and  highest  iij 
New  England.  At  79  cents,  Missouri 
had  the  lowest  average  for  unleaded  at 
self-service  stations;  Connecticut,  aj 
$1.15,  had  the  highest.  (Full-service 
prices  for  unleaded  ranged  as  high  as 
$1.39,  in  Washington,  D.C.)  Why  are 
prices  so  low  in  the  Midwest?  More 
independent  refiners  sell  to  jobben 
shopping  for  the  best  price.  In  big  met! 
ropolitan  areas,  refiners  are  oftec 
owned  by  major  oil  companies,  anq 
dealers  have  less  choice. 


Mortgaging  the  future 

Joint  ventures  with  Japan  look  likt 
one-way  streets — Tokyo-bound— 
according  to  Robert  Reich,  a  Harvarc 
professor,  and  Eric  Mankin,  a  Ph.D 
candidate,  writing  in  the  current  liar 
vard  Bushiest  Review.  To  get  high-qual 
ity,  low-cost  products  and  compo 
nents  for  the  U.S.  market,  U.S.  coml 
panies  team  up  with  the  Japanese  anc  I 
license  their  new  inventions  to  them  I 
But  while  the  Japanese  thus  gain  valu  I 
able  experience  in  applications  engii  I 
neering,    fabrication    and    comple:  I 
manufacturing,  U.S.  auto,  machint  I 
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le  best  investments  around  aren't  sold  on  Wall  Street. 


fact,  most  people  on  Wall  Street  probably  don't  even 

ider  them  investments. 

t  they  should.  And  so  should  you. 

cause  these  investments  not  only  give  you  a  high 

i  on  your  money.  They  guarantee  it. 

ey're  energy-saving  Sylvania  lamps.  And  they  prove 

he  cheapest  lamp  isn't  necessarily  the  least  expensive. 

ke  our  Sylvania  SuperSaver®fluorescent  lamp  for 

lple.  It  costs  more  than  the  standard  40-watt  fluores- 

lamp,  but  uses  7  watts  less.  At  the  national  average 

ric  rate  of  8  cents  per  kilowatt  hour,  the  SuperSaver  cuts 

gy  costs  by  $11.20  over  the  operating  life  of  the  lamp. 

ese  savings  in  energy  costs  result  in  a  173%  annual 

i  on  your  incremental  investment.  Even  if  the  standard 


lamp  were  free,  you'd  be  losing  more  than  $8.00  by 
not  switching  to  a  SuperSaver  fluorescent. 

ROI  varies  from  lamp  to  lamp.  But  any  of  our  exclusive 
energy-saving  Sylvania  fluorescents,  incandescents  and 
H.I.D.  lamps  give  you  a  better  return  than  stocks,  bonds,  and 
other  conventional  investments. 

So  if  you're  looking  for  a  great  return  for  your  money,  why 
look  on  Wall  Street?  Just  call  1-800-LldHTBULB  (or  if  you 
prefer,  contact  your  I  ED  Independent  Electrical  Distributor 
or  write  GTE  Products  Corp.,  Sylvania  Lighting  Center, 
Danvers,  MA  01923). 

SYLVANIA  SB 


tool,  consumer  electronics  and  semi- 
conductor companies  are  swapping 
their  future  competitive  edge  for  easy 
access  to  high-grade,  low-cost  prod- 
ucts. They  cite,  for  example,  the  Gen- 
eral Motors-Toyota,  Chrysler-Mitsu- 
bishi and  Ford-Mazda  joint  ventures. 
In  each  case,  assembly  will  be  in  the 
U.S.,  but  all  three  U.S.  automakers 
gave  plant  design  and  product  engi- 
neering responsibilities  to  their  part- 
ners, and  with  them,  the  highest-pay- 
ing jobs  and  the  best  opportunities  to 
control  the  next  generation  of  cars 
and  technology.  The  IBM  PC  is  as- 
sembled in  the  U.S.,  but  73%  of  its 
components — $625  worth — are  made 
overseas.  "This  trend  spells  trouble," 
the  Harvard  men  conclude. 


Subways  are  for  shopping 

The  Metro,  Washington,  D.C.'s 
subway,  once  maligned  as  a  bil- 
lion-dollar boondoggle,  is  getting 
credit  for  a  business  renaissance  all 
along  its  underground  routes,  particu- 
larly in  the  downtown  Pennsylvania 
and  Connecticut  Avenue  areas. 
Hecht's,  which  has  opened  the  first 
new  department  store  in  Washington 
in  40  years,  estimates  that  of  its  aver- 
age daily  traffic  (about  12,300  shop- 
pers) about  20%  comes  from  its  walk- 
in  connections  with  the  Metro.  Cus- 
tomers are  also  shopping  at  night, 
Hecht's  says.  Trendy  Georgetown 
claims  business  is  suffering  partly  be- 
cause it  isn't  near  the  subway.  The 
60.5-mile  system,  which  started  up 
ten  years  ago,  has  an  annual  operating 
budget  of  S420  million,  half  of  that 
from  local,  state  and  federal  govern- 
ment subsidies.  Fares  alone,  at  80 
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cents  to  $2.40  a  ride,  will  probably 
never  close  the  gap.  But  along  the 
Metro's  Maryland  and  Virginia  seg- 
ments, the  access  it  provides  is  stimu- 
lating existing  shopping  and  business 
areas,  such  as  Bethesda,  Md.,  and  has 
helped  promote  new  ones,  such  as 
Ballston,  Va.  Studies  indicate  that 
through  1995,  in  Virginia  alone,  Met- 
rorail  will  generate  14  million  addi- 
tional square  feet  of  office  space, 
34,000  jobs  and  $660  million  in  new 
state  tax  revenues. 


Where  the  grass 
is  greener 

The  grass  is  always  greener  on  the 
other  side  of  the  fence,  so  Ameri- 
cans will  spend  $2.3  billion  on  pack- 
aged lawn  care  goods  this  year  and 
another  $1.9  billion  on  lawn  care  ser- 
vices. Both  segments  of  the  market 
are  sprouting  by  22%  a  year,  says  The 
Andersons,  a  $750  million,  Maumee, 
Ohio-based  farm  products  partner- 
ship. The  biggest  name  in  packaged 
lawn  care  is  still  Scotts  and,  in  ser- 
vice, ChemLawn,  followed  by  Tru- 
Green  and  Lawn  Doctor.  More  than  6 
million  homes  now  use  service  com- 
panies. For  $150  or  so,  they  spray  fer- 
tilizers, weed  killers  and  the  like  four 
times  a  year.  But  39%  of  all  home- 
owners do  nothing  but  mow,  and  that 
huge  potential  market  has  attracted 
newcomers.  Andersons  is  rolling  out 
Greensweep,  a  new  liquid  lawn  care 
system  that  works  off  a  garden  hose. 
At  $8  for  fertilizer  and  $10  for  weed- 
and-feed,  the  line  raked  in  10%  of  the 
market  in  tests  in  Ohio  and  Michigan, 
says  Richard  Raleigh,  Andersons'  con- 
sumer products  marketing  manager. 


This  spring  it  will  be  backed  by  a  $2.5 
million  ad  campaign.  On  the  service 
side,  one  up-and-comer  is  Spring 
Green  Lawn  Care  Corp.  of  Naperville] 
111.  With  more  than  100  franchise  out] 
fits  nationwide,  Spring  Green  now 
has  sales  of  $10  million. 


Fun  at  home 

Summer  looks  sunny  for  the  travel 
industry,  with  Americans  spend- 
ing nearly  6  billion  nights  away  from 
home  this  year,  up  7%  from  last  year, 
says  the  U.S.  Travel  Data  Center  in 
Washington,  D.C.  Overall,  spending 
will  rise  to  more  than  $261  billion,  up 
8%.  With  terrorists  making  scare 
headlines  overseas  and  gasoline  pricey 
dropping  at  home,  more  of  that  travel 
is  likely  to  be  at  home,  the  bureau 
reports.  The  states  are  already  gearing 
up.  California  has  a  highly  visible 
television  ad  campaign,  and  Florida] 
Pennsylvania  and  New  York  are  beati 
ing  the  big  drums.  Virginia  has 
stepped  up  to  a  $2.8  million  ad  bud-l 
get.  Canada,  long  overlooked  as  a  trav< 
el  spot,  is  spending  $20  million  on  A 
new  promotion  campaign. 


Who  needs  IRAs? 

The  drumfire  of  ads  about  Individ 
ual  Retirement  Accounts,  Unclfl 
Sam's  contribution  to  private  pen 
sions,  seems  to  be  falling  on  deaf  ears 
Only  about  27%  of  workers  retiring 
over  the  next  40  years  will  have  an\ 
IRA  assets  by  age  67,  says  a  new  re 
port  by  the  privately  supported  Emj 
ployee  Benefit  Research  Institute  o 
Washington,  D.C.  And,  strange  to  sayl 
those  with  company  pension  and  savj 
ings  plans  are  more  likely  to  have| 
IRAs  than  those  without  them.  Fig 
ures  for  1982,  the  year  the  tax-dei 
ferred  IRAs  became  widely  available 
show  that  20%  of  those  with  compai 
ny  plans  took  out  IRAs;  only  11%  a 
the  others  did  so.  One  drawback,  sail 
the  pension  experts  at  the  institutes 
may  be  the  penalties  now  exacted  foi 
early  withdrawals — 10%,  plus  regulaj 
income  taxes.  This,  they  say,  coulc 
deter  younger  low-income  worker! 
who  might  well  need  the  money  be 
fore  retirement.  In  1984,  the  institute 
says,  more  than  15  million  taxpayer! 
took  IRA  deductions,  meaning  thai 
only  15%  of  the  100  million  worker; 
took  advantage  of  the  program.  Th< 
report  concludes  that  "current  tax  in 
centives  for  workers  to  participat* 
and  contribute  regularly  are  inadei 
quate  for  a  majority  of  Americans." 
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he  benefits  of  success.  If  you 
ly  know  them  well,  read  on. 
Because  now  Manufacturers 
ver  would  like  to  add  one  more. 
A.  most  remarkable  credit  card.  Our  GrandElite® 
:rCard®  card. 

While  other  credit  cards  come  with  very  pedestrian 
lines,  ours  offers  you  as  much  as  $25,000.  (Of 
?,  actual  credit  lines  are  subject  to  approval). 
And  you  can  use  it  not  only  for  credit,  but  for  cash. 
2r  10,000  conveniently  located  Automated  Teller 
ines.  All  across  the  country  and  in  Canada. 
Dr  you  can  access  your  credit  line  instantly  with  per- 
zed  GrandElite  Master  Checking  checks.  Which 
iake  the  GrandElite  MasterCard  card  an  essential 
:ial  tool  for  sudden  investment  opportunities. 


Yet,  no  matter  what  your  station 
in  life,  you  didn't  get  there  by  being 
financially  unaware. 

So  our  GrandElite  MasterCard 
card  offers  you  something  else  that's  very  special:  a  lower 
finance  charge  than  most  major  banks.*  Manufacturers 
Hanover  was  the  first  major  bank  in  the  U.S.  to  reduce  its 
credit  card  rates. 

If  the  idea  of  carrying  a  credit  card  with  all  these 
advantages-and  many  others-fits  well  with  your  lifestyle, 
we  invite  you  to  find  out 
more  by  calling  our  toll- 
free  number  now. 

You'll  get  some 
very  privileged 
information. 


MasterCard" 

1800431*6100 


We  realize  your  potential. 
MANUFACTURERS  HANOVER 

The  Financial  Source."  Worldwide. 


nual  fee  is  $40  and  the  ANNUAL  PERCENTAGE  RATE  is  17.8  percent. 


Member  F.D.I.C. 


Follow-Through 


You've 

worked  hard  to 
get  to  the  top. 

Now  stay  there. 

The  ladder  of  success  leads, 
inevitably,  to  the  Waldorf-Astoria. 
To  our  gourmet  restaurants. 
Our  impeccable  service.  Our  dis- 
tinctive ambiance  and  style.  Our 
sumptuous,  newly  decorated 
(and  surprisingly  affordable) 
guest  rooms  and  suites. 

Haven't  you  earned  the  right 
to  stay  here?  For  reservations, 
call  (212)  355-3000.  Or  call  your 
Travel  Agent. 


Park  Avenue  at  50lh  Street.  New  York  i:ity  10022 
A  Hilton  Hotel 
1-800-HILTONS 


Hard  times  in  Chicago 

Two  years  ago  Commonwealth  Edi- 
son of  Chicago  looked  like  one  of 
the  best-run  U.S.  nuclear  utilities.  Its 
plants  had  been  built  at  far  lower 
costs  than  most  others.  While  other 
nuclear  utilities  were  seeking  huge 
rate  increases,  Edison's  chairman, 
James  J.  O'Connor,  figured  his  rates 
would  rise  2.5%  a  year  for  three  years, 
level  off  in  1988,  when  nuclear  con- 
struction ended,  and  then  stabilize  or 
even  decline.  "We  have  been  in  this 
business  30  years,"  he  boasted,  "and 
in  my  judgment,  people  feel  more 
comfortable  with  our  operating  per- 
formance than  they  do  elsewhere  in 
the  country"  (Forbes,  Dec.  3,  1984). 

Today  Commonwealth  Edison  may 
be  in  the  same  bind  as  many  other 
nuclear  utilities.  The  Illinois  Com- 
merce Commission  (ICC)  is  weighing 
whether  to  withdraw  Edison's  Certifi- 
cate of  Public  Convenience  and  Ne- 
cessity— the  paper  it  needs  to  put  its 
Braidwood  I  and  II  plants  into  the  rate 
base.  Losing  it  could  effectively  stop 
construction.  The  commission  may 
decide  this  month  or  next. 

What  happened?  Delays  drove  up 
the  estimated  cost  of  the  2,240-mega- 
watt  Braidwood  plants  by  more  than 
40%  since  1984,  to  $5.05  billion.  To 
cover  that,  Edison  would  need  4.8% 
annual  rate  increases  for  1 1  years. 
That's  on  top  of  an  11%  hike  last  year 
to  put  Byron  I  into  the  rate  base. 

Meanwhile,  customers  are  restive. 
Geneva,  111.  wants  to  buy  its  power 
from  Wisconsin,  at  a  potential  savings 
of  up  to  40% .  Chicago  is  seeking  other 
power  sources.  Local  industry  is  look- 
ing at  alternatives  like  conservation, 
cogeneration  and,  in  some  cases,  leav- 
ing the  Chicago  area.  "We  are  very 
much  concerned  about  the  economic 
climate  and  about  what  rates  will  be  if 


A  Commonwealth  Edison  nuclear  site 
Even  the  best  have  problems. 


those  units  come  in,"  says  Randall 
Robertson,  an  attorney  for  the  Illinois 
Industrial  Energy  Consumers,  a  group 
representing  22  Chicago  industries. 

O'Connor  insists  Braidwood  would 
save  consumers  $2.7  billion  over  its 
life  and  that,  over  time,  rates  would 
stabilize  or  even  drop.  At  $2,253  per 
kilowatt,  it  would  be  one  of  the  low- 1 
est-priced  nuclear  plants  coming  on 
stream  in  the  U.S.  and  would  let  Edi- 
son back  out  of  expensive  oil  and  coal-  i 
fired  plants,  he  says. 

Business  &.  Professional  People  for  j 
the  Public  Interest  (BPI),  1,500  Chica- 
go citizens  opposing  the  plant,  says 
Braidwood  could  easily  cost  $5.8  bil- 
lion. If  completed,  it  would  cost  con- 
sumers an  extra  $3  billion  to  $7  bil- 
lion, says  Doug  Cassel  Jr.,  general 
counsel  for  the  group. 

Who  is  right?  The  arguments  hinge 
on  Edison's  load  growth.  O'Connor 
predicts  2%  a  year  for  the  next  decade. 
Cassel  says  demand  has  grown  only 
about  0.5%  a  year  since  the  late 
1970s,  and  will  remain  the  same. 

In  any  case,  if  the  ICC  does  pull 
Edison's  certificate,  the  company} 
would  seek  an  emergency  20%  rate 
increase,  O'Connor  says.  "And  we| 
would  have  nothing  to  show  for  it." 


Polo  for  the  masses? 

Polo  was  and  is  the  sport  of 
princes,  but  two  years  ago  a  val- 
iant effort  was  under  way  to  let  more 
of  the  peasants  eventually  at  least 
watch  it.  The  focus  was  the  Palm 
Beach  Polo  &  Country  Club,  founded 
in  1978  by  William  Ylvisaker,  then 
chairman  of  Gould  Inc.  A  polo  buff,  he 
had  spent  five  years  bringing  the  sport 
out  of  its  postwar  doldrums  by  enlist- 
ing companies  like  Rolex,  Cartier  and] 
Coca-Cola  Bottling  of  Miami  to  helpl 
underwrite  it.  They  had  paid  $25,000! 
to  $250,000  to  sponsor  teams  or  tour- 
naments, all  at  first  with  an  eye  on 
polo's  upper-crust  faithful.  But  Ylvi- 
saker had  plans  for  the  masses.  "The) 
more  people  who  see  polo,  the  more 
will  play,  and  that  has  to  be  good  fori 
the  game,"  he  said  (Forbes,  May  23,\ 
1983).  "We  could  change  the  rules,: 
make  it  easier  to  televise — everybody 
could  enjoy  the  game." 

Since  then  the  game  has  broken 
into  a  gallop — or  at  least  a  canter.  Thei 
Palm  Beach  Polo  Club  now  has  morel 
than  40  corporate  sponsors  and  last| 
year  attracted  more  than  200,000 
spectators.  This  year  it  started  the 
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ction  in  the  new  polo  league 
ommercials  on  horseback. 

!adillac  National  Polo  League,  with 
!adillac  as  the  sponsor. 

The  league  easily  met  its  first-year 
Dal  of  six  teams — the  Palm  Beach 
iagets  (for  the  watch),  the  New  York 
olex/Abercrombie  &  Kents  (watches 
ad  safari  outfitters),  the  Florida 
ilenlivet  Scotches,  the  Dallas  Carter 
anch  (for  Preston  Carter,  a  Texas 
:al  estate  man),  the  Fort  Worth  Las 
achinas  (for  Alan  Connell,  a  former 
ice  car  driver)  and  the  Greenwich, 
orm.  White  Birches  (for  Peter  Brant, 

Greenwich  real  estate  man  and 
orse  fancier).  The  league  also  attract- 
i  three  of  the  world's  four  10-goal 
he  top  rank)  players — Argentina's 
rnesto  Trotz  and  Gonzalo  Pieres, 
id  Memo  Gracida  of  Mexico's  fam- 
ns  polo-playing  family.  Next  year 
le  league  hopes  to  begin  selling  more 
anchises  in  cities  like  Chicago,  Los 
ngeles  and  Boston,  says  Laurie  Ylvi- 
iker,  the  club's  spokeswoman  (and 
lughter  of  the  founding  father). 

In  its  first  seven-week  season,  the 
:ague  generated  a  "good  deal  of 
ccitement"  from  potential  franchi- 
:es,  Ylvisaker  says.  Old-timers,  how- 
/zr,  would  hardly  recognize  it  with 
le  new  rules  Bill  Ylvisaker  designed 
)  make  the  game  more  appealing  to  a 
ide  audience.  Instead  of  four  men  on 

10-acre  field,  three  men  play  on  a 
eld  little  more  than  half  that  size, 
he  pace  is  faster,  with  the  traditional 
x  7'/2-minute  periods  replaced  by 
tur  6-minute  chukkers.  With  fewer 
iuIs  and  no  halftime,  an  NPL  polo 
ime  runs  only  half  an  hour,  com- 
ired  with  the  old  hour  and  a  quarter. 

The  biggest  news,  though,  is  the 
ague's  claim  of  interest  from  the 
tajor  networks  and  cable's  ESPN. 
We.  have  football,  hockey,  baseball 
id  basketball  leagues,"  Ylvisaker 
lys.  "The  NPL  will  be  modeled  after 
lose  in  terms  of  spectators,  coverage, 
romotion  and  everything." 


The  sweet  smell 
of  success 
doesn't  happen 
overnight. 


A  man  who  makes  it  on  Wall  Street  knows 
what  it  means  to  be  patient. 


So  do  the  men  of  Macanudo. 

It  takes  them  more  than  two  years  to 
make  the  ultimate  cigar. 

Because  every  Macanudo  is  still  made 
from  the  finest  tobaccos  in  the  world. 

Still  made  step  by  step  by  hand. 


c  MontegoYCia  1985 


Just  the  way  the  first  Macanudo  was 
made  more  than  100  years  ago. 

Ask  your  favorite  smoke  shop  for  the 
Macanudos  that  were  made  for  you. 

Because  a  man  has  it  made  with 
a  Macanudo. 


MACANUDO 

The  Ultimate  Cigar 
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Readers  Say 


Out  of  control 

Sir:  Keep  on  your  unrelenting  dis- 
course on  the  outrageous  judicial 
system  ("The  'hanging  judges  of 
business/'  Apr.  7).  We  in  California 
are  fortunate  enough  to  have  an  op- 
portunity to  vote  for  our  Supreme 
Court  Justices,  a  chance  for  which  I 
gleefully  await. 
— Leonard  A.  Magazine 
Oakland,  Calif. 

Sir:  Not  only  do  we  need  to  return 
to  the  ancient  common  law  princi- 
ple of  "no  liability  without  fault," 
but  we  also  need  to  return  to  the 
concept  of  "the  reasonably  prudent 
man"  (or  person,  in  today's  sex-im- 
mune world).  We  should  provide  re- 
course against  flawed  products,  but 
awarding  damages  to  idiots  is  unrea- 
sonable. Soon,  we  will  need  to  regis- 
ter hammers  and  handsaws  as  dan- 
gerous weapons. 
— Vic  Lindsay 
Bellevue,  Wash 

Sir:  Even  the  government  cannot  con- 
fiscate a  store  without  recompense. 
Pennzoil  counsel  Jamail  has  illustrat- 
ed that  evidently  the  legal  profession 
now  has  more  power  than  the  govern- 
ment itself. 
—John  A.  Soderblom 
San  Rafael,  Calif. 

that  Pennzoil's  triaJ  counsel,  Joe  Jamail 
Jr.,  had  once  grabbed  control  of  a  Sears 
store  when  the  retailer  lost  a  verdict  to  a 
,  Houston  Astros  infielder  allegedly  injured  / 

Ijjy^ajSears  battery.^ — ■  u 

—  Wall  Street  Journal 


Boss  advantage 

Sir:  Re  "this  company  [Johnson  £k 
Johnson]  is  big  enough  to  handle  it 
because  it's  being  CEOed  by  a  man  big 
enough  to  see  far  down  the  road"  (Fact 
and  Comment,  Mar.  24). 

This  letter  is  not  being  writercd  by 
a  purist,  but  I  was  surprised  to  see 
"CEOed"  in  a  magazine  being  Editor- 
in-Chiefed  by  MSF. 
— Michael  G.  Smith 
Andorer,  Mass. 

Sir:  Please  have  MSF  reread  James 
Michaels'  New  Year's  resolutions  on 
editing  (Jan  27).  In  one  story  about 

the  homeless  (Fact  and  Comment,  Mar. 
10),  wc  were  subjected  to  "speechify," 
"a  closest  aide"  and  "sizably  help- 
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ing."  Shouldn't  the  rules  apply  to  the 
boss  as  well  as  the  minions? 

— Barry  A  Curtis 
(  la  v/and,  Ohio 

No. — MSF 


Unfair  tax 

Sir:  The  story  on  the  "mirror-image 
liquidation"  labeled  by  you  as  the  lat- 
est tax  loophole  (Feb  24)  paints  a  very 
one-sided  and  myopic  view  of  this 
technique.  Why  should  a  buyer  be 
forced  to  pay  any  tax  when  he  sells  an 
asset  at  no  profit?  The  mirror-image 
liquidation  merely  eliminates  phan- 
tom income. 
— P.  Michael  Baldasaro 
Partner. 

Arthur  Andersen  &  Co. 
New  York,  NY. 


Ugly  isn't  cheap 

Sir:  The  success  of  Cabbage  Patch  dolls 
(Fact  and  Comment.  Mar  24)  inspires  a 
paraphrase  I  dedicate  to  the  children's 
parents:  "Beauty's  only  skin  deep,  but 
ugly  cuts  to  the  wallet." 

I  take  exception  to  your  statement 
in  the  same  column:  "Ladies  Who 
Look  Good  usually  are."  It  is  not  rare, 
upon  scratching  the  surface  of  a 
"good-looking  lady,"  to  find  that 
there  is  either  fluff — Mama  told  her  to 
hitch  a  lifetime  ride  on  the  Sex  Appeal 
Express — or  an  icy  haughtiness  that 
makes  the  Yukon  feel  like  Palm 
Springs. 

Unattractively  yours  (but  a  great 
personality), 
— Laura  K  Beat 
Stamford.  Conn. 


I  'gly  doll — beautiful  profits 


Normal  scare  tactics 

Sir:  That  scare  tactic  about  cutting 
big  numbers  of  air-safety  and  traffic- 
control  personnel,  IRSers  and  other 
operating  personnel  in  the  field  ("Is 
Gramm-Rudman  Gutted?"  Fact  and 


Comment.  Mar  10)  has  been  used  foi 
every  budget  cut  since  antiquity.  The 
real  problems  with  the  budget  are 
bloated,  irrational,  overgraded  man 
ning  and  organizational  tables. 

Since  the  beginning  of  the  Reagar 
Administration,  business  and  indus-i 
try  have  made  tremendous  strides 
in  reducing  their  overhead.  Govern 
ment  agencies  should  make  similaj 
reductions.  Studies,  commission; 
and  the  other  rigmarole  are  a  waste 
of  time  and  money  until  the  pres] 
ent  organizations  and  manning  are 
corrected. 
—  Milton  E  Ballard 
Tucson,  Ariz. 


Not  an  accreditation 

Sir:  In  "Inpo's  race  against  time"  (l-'eb\ 
24).  you  wrote,  ".  .  .  the  American  As 
sociation  of  University  Professors  ac-j 
credits  educational  institutions."  The 
association  establishes  and  maintains 
standards  for  academic  due  process 
we  do  not,  however,  accredit  educa-i 
tional  institutions. 
— Iris  F.  Molotsky 
Associate  Secretary, 
American  Association  of  I  University 

Professors 
Washington,  D  C. 


No  longer  so  literal 

Sir:  Re  "Lousy  Translations  Hobble! 
This  Age  Of  Communication"  (Pact 
and  Comment,  Feb  10)  Translation 
is  a  tiny  factor  in  selling  the  prod] 
ucts  of  one  country  in  another.  If  an) 
American  company  wanted  to  sell 
its  underarm  deodorants  in  France, 
it  would  not  have  an  American- 
based  French  translator  prepare  $ 
"translation"  of  the  ad  copy  and 
plaster  it  all  over  Paris.  Today  the! 
French  office  would  re-create  an  adj 
vertisemcnt  in  French  suitable  foj 
Frenchmen,  .using  the  English  copy 
merely  as  a  point  of  departure. 
— Bernard  Biermau 
President. 

AdEx  Translations  International,  Inc. 

New  York,  N  Y. 

Sir:  Jerry  Lewis  said,  "Politics  is  in 
the  hands  of  interpreters."  Literal) 
translations  of  advertising  slogans| 
are  bound  to  fall  flat.  Surely  it  isj 
high  time  for  a  foreign  language  t( 
be  "a  must"  in  the  U.S.  educational 
system. 

— Paulene  J.  GrabenkampJ'rayne 
Lecturer  in  English  Business  Studies  I 
Steinberg.  West  Germany 
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New  name?  Yes. 
New  company?  No. 

We're  a  giant  in  financial  services.  We've  been  grow 
ing  for  over  a  century.  Now  we're  bigger  and  better. 
How  big  is  big?  Last  year  one  of  our  companies 
topped  $3  billion  in  sales . .  .  we  call  it  premium  income. 
That's  big.  It's  also  a  19%  growth  rate.  And  that's  just 
one  of  our  14  companies.  ^ 
In  fact,  our  diversity  is  the  reason  we  changed  our 
identity  From  The  Bankers  Life*  to  The  Principal 
Financial  Group?" 

Remember  this  when  you're  shopping  for  financial 
services: 

The  more  things  change,  the  more  you  can  depend  on  us.® 


Principal 


% 


/ 


The  Principal  Financial  Group, 

711  High  Street,  Des  Moines,  Iowa  50309: 


Efficiency  expert. 


Courtesy.  A  reputation  earned  on  6  continents,  in  73  countries  and  131  cities  around  the  world. 


0  Lufthansa 

German  Airlines 


See  your  Travel  Agent. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


ANY  TAX  REVISION  THAT  HITS  HARD  R&D  SPENDING 


juld  be  really  dumb. 

Cooking  the  books  by  lumping  under  research  and  de- 
lopment  expenditures  that  don't  belong  there  is  fraud.  If 
arper  teeth  are  needed  in  accounting  nomenclature  or  by 


law  or  by  administrative  ruling,  go  to  it. 

But  be  blamed  sure  that  the  sharpened  bite  isn't  on  real 
research  and  development.  R&D  is  the  essence  of  tomor- 
row's business. 


EXTINCTION  FOR  A  KEY  INGREDIENT  OF  AMERICA'S  HERITAGE? 


To  save  snail  darters,  reservoir  and  flood  control  projects 
sting  Sbillions  were  halted  or  held  up  for  years. 
Where's  the  comparable  uproar  over  the  rapidly  mount- 
s' economic  wipeout  of  family  farms?  Not  only  is  agricul- 
re  in  the  middle  and  western  states  on  the  ropes,  but  also 
ms  in  the  South  and  Southwest. 

Knocking  off  inflation  has  fueled  continuous  economic 
awth,  has  helped  create  millions  of  new  jobs.  And,  along 
th  the  plunge  of  oil  prices,  the  U.S.  and  world  crop 
rpluses  are  prime  reasons  inflation  is  relatively  negligible. 
The  price  for  declining  commodity  prices? 
Family  farm  foreclosures  are  at  a  rate  unequaled  since 
e  Depression  of  the  Thirties. 


Fortunately,  the  American  people  are  now  ready  to 
support  sense-making  assistance  to  our  smaller  farms.  A 
poll  by  the  New  York  Times/CBS  shows  that  50%  of  the 
country  wants  the  federal  government  to  step  up  help, 
and  55%  of  the  American  people  said  they  were  willing 
to  pay  higher  taxes  to  help  farmers  on  small  farms  save 
their  land.  That's  quite  extraordinary  and  a  moving 
reminder  of  the  place  family  farms  have  in  the  hearts  of 
their  countrymen. 

If  the  Congress  and/or  the  Administration  fashion  a 
measure  that  will  enable  some  small-farm  farmers  to  hang 
in  there,  the  great  majority  of  Americans  will  applaud  with 
both  hands  and  purses. 


IT'S  "FREEZE!"  FOR  CORPORATE  SEIZURES  AND  MERGERS 


Neither  poison  pills,  Federal  Reserve  junk  bond  dictums 
t  freshly  minted  state  laws  are  what  at  the  moment  has 
Dpped  the  raiders  in  midgrasp,  postponed  the  shotgun 
iddings  of  white  knights  and  runaway  corporate  brides, 
en  the  enthusiastic  nuptials  of  consenting  companies 
;  halting  at  the  altar. 

What's  up?  It's  not  laws,  not  threats  and  thunderations 
at  have  put  all  merger  parties  in  a  state  of  suspended 
imation  called  "Freeze!" 

The  freeze  prevails  because  no  one  knows  how  the  new 


tax  reform  bill  will  finally  treat  merged  stock  transforma- 
tions. What  they  do  know  is,  it  could  be  retroactive. 

No  one  yet  knows  what  the  possible — and  likely — cap 
on  deductible  corporate  debt  interest  will  be.  We  do  know 
that  the  wholesale  flight  from  equity  -to  debt  faces  re- 
straints, again  quite  possibly  retroactive.  We  do  know 
they'll  be  hit.  Probably  hard  hit. 

No  one  knows  what  the  Congress  will  present  to  the 
Administration,  or  what  the  Administration  will  propose 
or  accept  or  veto  in  regard  to  huge  tax-loss  carryforwards 
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that  make  the  submerged  corporation  so  attractive  a  mate 
for  the  acquirer  or  vice  versa. 

With  bigness  per  se  no  longer  viewed  hostilely  by  Capi- 
tol enforcers,  with  antitrusters  now  pussycats,  the  most 
unforeseen  nemesis  has  risen  to  keep  corporate  coupling 
from  consummation — 

Not  knowing'what  the  law  might  bc;  knowing  only  that, 
for  sure,  new  tax  laws  are  sure  to  be.  With  retroactive 
features  in  the  House-passed  bill. 

Meanwhile,  the  linchpin  that  has  'em  all  hanging  is 
that  wee  clause  saying,  whatever  the  new  tax  law  may 


be,  whenever  and  if  ever  it  is,  the  effective  date  may  wal 

stay  retroactive.  : 
Que  sera,  sera,  whatever  will  be,  will  be, 
The  future's  not  ours  to  see, 
Que  sera,  sera.  * 

Until  a  tax  reform  bill  passes  the  Senate  and  the  changal 
arc  accepted  by  the  House  and  it  then  gets  the  approbation 
of  the  Administration,  megamergentis  is  largely  hung  u| 
Any  merger  agreements  in  the  meantime  will  be  so  full  <j 
ifs  that  they  can  hardly  be  viewed  as  binding. 

'Que  Sera,  Sura,  by  Ray  Evans  and  lay  Livingston 


THE  CIVIL  WAR  BEGAN  WITH  THE  BOMBARDMENT  OF  FT.  SUMTER 

and  these  two  letters  (recently  acquired  for  the  Forbes  "My  heart  is  oppressed  with  fearful  forebodings,  and 
Magazine  Collection)  written  by  Sumter's  commander,  earnestly  pray  that  God  will  deign  to  have  mercy  upoi 
Robert  Anderson,  shortly  before  that  fatal  day,  provide  our  poor  country,  and  that  He  will  save  us  from  the  ruj 
poignant  background.  Major  Anderson  had  been  sent  to    we  are  madly  striving  to  bring  upon  our  selves — " 

In  a  second  letter,  only  days  be 


take  command  of  the  fort  in 
Charleston  harbor  because,  al- 
though he  was  absolutely  loyal  to 
the  Union,  it  was  felt  his  southern 
heritage  would  aid  in  discussions 
with  South  Carolinians. 

In  a  letter  to  a  former  New  Jersey 
governor  who'd  sent  him  a  support- 
ive message,  Major  Anderson  writes: 
"God  knows  to  what  our  poor  coun- 
try is  drifting — it  seems  to  me  that  my  fellow  countrymen 
in  the  South  have  lost  all  sense  of  right  and  wrong — They  are 
beside  themselves,  and  are  doing  things  for  which,  they  will 
be  deeply  grieved,  when  the  moment  for  reflection  comes — 

"I  trust  that  I  shall  be  enabled,  by  God's  blessing,  to 
avoid  bloodshed  here — But  with  a  discovered  confederacy, 
I  fear  that  but  a  short  time  will  elapse  before  some  ambi- 
tious man,  in  temporary  authority,  will  seek  occasion  to 
immortalize  himself  by  making  war  upon  some  neighbor- 
ing State — And  the  fire  once  kindled,  who  can  tell  what 
sad  havoc  will  result — 


tfO-^jrl*-    /&~    SbsT-,  e</U%— 


fore  the  fatal  bombardment,  Andei 
son  reports  to  the  Army's  Adiutan 
General: 

"A  firing  yesterday  Afternoon  a 
a  Schooner  bearing  our  Flag,  boun) 
from  Boston  to  Savannah.  .  .  wit] 
orders  so  explicit  and  peremptory 
as  those  I  am  acting  under,  I  deepl 
regret  that  I  did  not  feel  myself  a 
liberty  to  resent  the  insult  thus  offered  to  the  Flag  of  m| 
beloved  Country.  .  .  . 

"I  send  Capt.  Talbot  on  with  these  despatches,  to  givi 
the  Dept.  an  opportunity,  if  deemed  proper,  to  modify,  n 
consequence  of  this  unfortunate  affair,  any  order  thejl 
may  have  sent  to  me.  I  will  delay  obedience  thereto 
until  I  have  time  to  receive  a  telegram  after  Cap! 
Talbot's  having  reported  to  the  War  Dept." 

At  4:30  on  the  morning  of  April  12,  1861,  the  firsj 
shell  of  a  4,000-round,  34-hour  bombardment  landed- anj 
the  bloodiest  war  in  American  history  began. 


MASSES  OF  TYPE  DON'T  NORMALLY  SELL 


660  broker;  U-tw  than  DiJ     Today  thrrrt  only  one. 


but  these  two  examples  are  su- 
perb exceptions.  You  and  I  would 
never  have  known  Donaldson, 
Luf kin  &  Jenrette  and  its  Per- 
shing division  had  the  second- 
largest  order  flow  on  the  NYSE, 
but  there's  no  way  not  to  after 
seeing  this  starkly  punchful  page. 

And  American  Express'  expres- 
sion of  gratitude  toward  its  Mexi- 
co City  staffers  for  their  perfor- 
mance during  the  earthquake  is, 
simply,  great. 


Thank  you  to  the  70 1  people  in  our  Mexico  Oty  offices, 
ibu  upheld  one  of  the  great  traditions  of  American  Express.  People  helping  people. 


s 
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DAVID  HARTMAN  SOMETIMES  OUTDOES 


en  himself — and  that  takes  some  doing,  giv- 
how  good  he  daily  is. 

A  broadcast  he  did  a  while  ago  had  not  one  but 
ro  exceptionally  outstanding  segments.  One 
is  an  interview  with  India's  Prime  Minister 
ijiv  Gandhi,  the  unpolitical  son  of  assassinat- 
Indira.  It  was  the  first  one  this  young  head  of  a 
nctioning  democracy  embracing  700  million 
ople  had  granted. 
David  has  a  friendly,  clear  way  of  quizzing  guests.  He 
ts  to  the  heart  of  the  matter  without  being  abrasive, 
e  heard  straight  from  Gandhi's  mouth  his  views  on 
dia's  extremely  tough  problems:  How  closely  was  India 
:d  to  Russia?  What's  to  be  done  about  his  country's 


incredible  birthrate?  What  about  its  atomic 
capability  and  the  possibility  of  Indian  atom- 
ic bombs? 

On  Good  Morning  America  that  same  day, 
s  there  was  a  different,  very  poignant  segment. 
£  Just  a  week  after  David  Hartman  was  filmed 
|  in  the  cockpit  of  a  B-l  bomber  on  an  exciting 
|  exercise,  the  chief  civilian  test  pilot  (and  the 
S  main  man  in  the  telecast)  was  killed  in  a 
crash  of  that  very  same  plane.  David's  comments  were 
moving,  thoughtful,  meaningful. 

Front-runners  in  the  ratings  race  of  the  morning  news/ 
talk  shows  may  shift  from  time  to  time,  but  the  man 
David  Hartman  is  a  champion  all  the  time. 


WHAT'S  THE  NEXT  FOUR  WHEEL  FAD? 


Many  moons  ago  the  ultimate  status  car  for  the  young 
d  older  young-in-heart  was  a  convertible. 
In  recent  years  the  plushly  interiored  van  had  a  long  run 
th  the  randy  young. 

Now  the  wide-tire,  high-tiered  pickup  truck  is  favored 

THOSE  WHO  RISE 

without  grace,  often  end  in  disgrace. 


for  just  that  purpose  by  teeners  and  early  twenty-ites.  In 
1985  4.6  million  trucks  were  sold — 95%  of  them  light 
trucks — vs.  half  that  four  years  previously. 

If  you  know  what's  going  to  be  the  next  big  Wheel  Deal, 
we're  sure  Roger,  Don  and  Lee  would  love  to  get  the  word. 

THOSE  WHO  HAVE  IT 

don't  need  to  assert  it. 


mam 


•  Pieces  of  My  Mind 

Rooney  (Atheneum,  $12.95).  A  glori- 
ous plum  pudding  of  pieces — each  one 
contains  a  shilling — by  the  most  tren- 
chant observer  of  American  habits, 
habitats,  mores  and  morals  since  Will 
Rogers.  Everything  that  goes  awry  for 
Andy  in  his  everyday  living  rings  a 
11  with  every  reader.  These  warmly  wryful  musings  and 
eanderings  are  too  rich  for  devouring  in  one  read.  Space 
it  to  best  savor. 

cerpts:  Here's  another  good-looking  ad  for  "The  100 
'eatest  Books  Ever  Written."  They're  bound  in  genuine 
ither  and  cost  thirty-five  dollars  each.  A  book  in  leather 
an  awful  burden  to  lay  on  someone  anyway.  Generation 
ter  generation  has  to  take  those  leather-bound  books 
ith  them  whenever  they  move  and  no  one  ever  reads 
em.  A  book  should  live  or  die  by  what's  inside  it,  not 
hat's  Outside.  .  .  .  My  dream  house  would  have  a  big, 
mdsome,  wooden  front  door  that  everyone  used.  No  one 
ould  come  in  the  back  way  or  through  the  kitchen  door 
a  regular  thing.  Most  houses  are  designed  so  that  the 
mt  door  isn't  really  convenient  and  is  only  used  occa- 
mally  by  guests  who  come  to  dinner  Saturday  night  or 
'  Jehovah's  Witnesses  wanting  to  give  you  literature, 
lere  is  no  reason  why  a  front  door  couldn't  be  put  in  a 
nvenient  place.  There  would  be  a  four -car  garage  for  our 
ro  cars.  This  would  allow  space  for  the  things  we  pres- 
tly  have  in  our  two-car  garage  instead  of  our  two  cars. 


BOOKS 

by  Andrew  A.  Aristocrats — by  Robert  Lacey 
(Little,  Brown  &  Co.,  $19.95).  The 
chronicle  of  six  very  old  "noble" 
European  families  that  are  still  sol- 
vent, still  with  numerous  palatial 
roofs  over  their  unfallen  heads. 


Excerpts:  Antics  that  would  be 
classed  as  hooliganism  in  the  hoi 
polloi  get  redefined  as  "high  spir- 
its" among  the  upper  orders.  .  .  .  The  origins  of  European 
aristocracy  are  military.  In  the  Dark  Ages  the  leader  of 
any  tribe  or  community  was  he  who  exercised  military 
power,  and  the  aristocrats  of  the  tribe  were  those  hench- 
men who  could  match  him  in  toughness.  Duces  were  the 
Roman  high  commanders  who  held  territorial  responsibil- 
ities, and  as  the  barbarian  tribes  took  over  the  empire,  their 
leaders  called  themselves  duces  as  well  (Tierzog,  the  Ger- 
man for  duke,  means  "leader  of  an  army").  Earls  or  eorls 
were  Anglo-Saxon  institutions.  When  the  Danes  invaded 
England  they  bestowed  that  title,  from  the  Danish  jarl,  on 
the  military  viceroys  entrusted  with  the  governorship  of  the 
English  shires,  later  to  be  known  as  "counties. "...  Today 
the  order  of  precedence  recognized  by  aristocrats  in  every 
country  of  Europe  derives  from  the  hierarchy  of  power 
hacked  out  by  broadswords  in  misty  forests  a  thousand  or 
more  years  ago.  At  the  top  are  the  dukes  and  at  the  bottom 
are  the  barons  and  knights,  the  individual  mounted  war- 
riors who  originally  made  up  the  basic  military  units  in  the 
pyramid:  the  German  for  knight  is  ritter,  a  rider;  the  French 
is  chevalier,  a  man  on  a  horse. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


U.S.  in  the  Tear  2000 

Auto  companies,  which  have  been 
doing  pioneering  work  with  energy 
conservation,  computers  and  use  of 
new  materials,  can  transfer  that  work 
to  the  manufacture  of  houses  that  are 
tailored  to  the  desires  of  buyers  just  as 
cars  are.  They'll  probably  deliver 
them  by  dirigible.  You  can  build  a 
beautiful  house  of  fiberglass,  with  bo- 
ron or  carbon  strengtheners.  In  the 
future,  if  your  teenager  messes  his 
room,  you'll  be  able  to  detach  it  and 
give  it  to  him  as  a  wedding  present. 

— Marvin  Cetron,  president, 
Forecasting  International,  Ltd., 
U.S.  News  e)  World  Report 


can  liability  claims  accounted  for 
12%  of  its  business,  but  90%  of  its 
losses,  in  1982,  the  last  year  for  which 
results  are  known. 

— Tamar  Lewin, 

New  York  Times 

Polo,  Everyone? 

"They  [Sarah  Ferguson  and  Prince 
Andrew]  met  on  the  polo  fields.  But 
then,  doesn't  everybody?" 

— Susan  Barrantes,  Prince  Andrew's 
future  mother-in-law,  who  left  home 
when  Sarah  was  14  and  married  an 
Argentine  polo  player,  Time 


ing  fragment  of  a  powder  bag  wa 
caught  by  the  wind  and  dropped  on 
pile  of  ready  cartridges  behind  th< 
piece,  and  there  was  a  sudden  expla 
sion — and  the  only  loss  of  life  cause^ 
by  the  great  battle  of  Fort  Sumter  tool 
place  here  and  now,  twenty-fou 
hours  after  the  fighting  had  stopped 
(One  of  the  fantastic  things  about  For 
Sumter  was  that  about  4,000  shelli 
were  fired  altogether,  without  killinj 
anyone  on  either  side.) 
— The  Coming  Fury,  by  Bruce  Cattoi 


I  find  that  when  I  do  not 
think  of  myself  /  do 
not  think  at  all. 

— Jules  Renard,  in  All  Trivic 


Contrarians  Left 

This  reverse  image  of  political  realij 
ty — the  rise  of  liberal  critics  on  news) 
stands  even  as  Ronald  Reagan  tri 
umphs  in  office — demonstrates  anew 
a  truism  of  opinion  )ournalism.  It  usui 
ally  makes  for  better,  more  livehj 
reading  to  curse  the  incumbents  than 
to  light  votive  candles  for  them. 

— New  York  magazine 

Blue  Blood 

It  was  the  Spaniards  who  gave  tht 
world  the  curious  notion  that  an  aris-i 
tocrat's  blood  is  not  red  but  blue.  The 
Spanish  nobility  started  taking  shape- 
around  the  ninth  century  in  classic 
military  fashion,  occupying  land  as 
warriors  on  horseback.  They  were  to 
continue  the  process  for  more  tharj 
500  years,  clawing  back  sections  oi 
the  peninsula  from  its  Moorish  occu- 
piers, and  a  nobleman  demonstrated 
his  pedigree  by  holding  up  his  sword 
arm  to  display  the  filigree  of  blue- 
blooded  veins  beneath  his  pale  skin- 
proof  that  his  birth  had  not  been  con- 
taminated by  the  dark-skinned  ene- 
my. Sangre  azul,  blue  blood,  was  thus 
a  euphemism  for  being  a  white  man. 
— Aristocrats,  by  Robert  Lacey 

It's  Murder 

"Big  Paul"  Castellano — meat  sales- 
man, family  man  and  reputed  godfa-| 
ther  of  the  Gambino  crime  syndicate,! 
gunned  down  in  front  of  a  New  Yorkl 
steak  house— proved  once  again  that 
getting  into  Manhattan  restaurantsi 
can  be  murder,  even  at  5:26  in  thej 
afternoon. 

— Michael  Shnayerson, 
Vanity  Fain 
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Liability  Lunacy  III 

Two  years  ago,  the  W.H.  Brine 
Company,  a  Milford,  Mass.  manufac- 
turer of  lacrosse  and  soccer  equip- 
ment, paid  $8,000  for  $25  million  of 
liability  insurance.  This  year,  the  best 
quote  they  could  get  was  $200,000  for 
$1  million  of  insurance — and  the 
company  decided  not  to  take  it.  .  .  . 

More  than  13  million  civil  lawsuits 
were  filed  last  year,  one  for  every  15 
Americans. 

There  were  401  damage  awards  of 
$1  million  or  more  in  1984,  the  last 
year  for  which  complete  statistics  are 
available — almost  15  times  as  many 
as  in  1975,  according  to  Jury  Verdict 
Research,  a  Solon,  Ohio  group. 

Lloyd's  of  London,  the  world's  larg- 
est insurance  exchange,  said  Ameri- 


Sad  Surrender 

The  surrender  [at  Fort  Sumter]  was 
official,  but  on  the  next  day  Major 
Robert  Anderson  could  hoist  his 
[American]  flag,  salute  it,  haul  it 
down  again  and  march  forth  to  board 
one  of  the  steamers. 

Shortly  after  the  noon  hour  on  Mon- 
day, April  14,  1861,  the  final  ceremony 
was  held,  the  men  of  the  garrison  look- 
ing glum,  Major  Anderson  near  to  tears 
with  emotion,  Charleston  harbor  all 
crammed  with  boats  full  of  people, 
local  wherrymen  doing  a  land-office 
business  rowing  sight-seers  past  the 
fort  at  fifty  cents  a  head.  There  would 
be  this  final  salute  .  .  .  but  things  that 
were  planned  in  connection  with  Fort 
Sumter  always  went  awry. 

The  salute  was  being  fired  by  one  of 
the  big  guns  [at  the  fort].  Some  burn- 
f 


'My  creditors  better  approve  me.  I'm  borrowing  this 
money  to  pay  them/" 


Electra. 

A  luxury  car 

that  is  built  to  drive, 

not  just  to  admire. 

Until  recently,  you  were 
forced  to  choose  between  a 
luxury  car  and  a  performance 
car. 

Now,  you  can  simply 
choose  the  Buick  Electra. 

This  Electra  has  all  the 
sumptuous  accoutrements  for 
which  the  Electra  name  has 
long  been  famous.  From  its 
plush  seating  and  door-to-door 
carpeting  to  its  air  conditioning 
and  AM-FM  stereo,  the  Electra 
comforts  you  at  every  turn. 

Yet  the  Electro's  luxury 
begins  not  in  its  standard 
equipment,  but  in  its  engineer- 
ing. It  has  front-wheel  drive, 
power-assisted  rack-and-pinion 
steering  and  a  3.8-litre  engine 
with  sequential-port  fuel  injec- 


tion and  electronic  ignition.  For 
a  ride  that's  firm,  yet  ever-so- 
graceful,  the  Electra  has  Mac- 
Pherson  strut  front  suspension 
and  fully  independent  rear 
suspension. 

To  buy,  lease  through 
GMAC  or  test-drive  the  Electra, 
buckle  up  and  visit  your  Buick 
dealer. 

And  discover  a  luxury  car 
that  is  best  appreciated  when 
it  is  in  motion.  For  more  infor- 
mation, a  test  drive  or  a 
brochure,  call: 

1-800-86-BUICK  (1-800-862-8425). 


Wouldn't  you 

father  have  a  Buick? 


Cutty  and  denim. 

The  day  was  all  business.  The  evening  is  all  yours.  It  starts  with  your  favorite  jeans,  an  understandin 
friend,  and  the  smooth,  mellow  taste  of  Cutty  Sark?  A  taste  to  savor. 
To  send  a  gift  of  Cutty  Sark  anywhere  in  the  U.S.,  call  1-800-BE-THERE.  Void  where  prohibited. 

Cutty  Sark.  Y)u  earned  it. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


CENTRAL  BANKERS  OF  THE  WORLD— GET  OFF  YOUR  DUFFS 


The  German  central  bank  (see  clip)  should  have  its 
luckles  rapped.  So  should  the  Bank  of  Japan  and  the  Federal 
^serve.  They  had  better  understand — and  act  quickly  on 
iat  understanding — a  critical  reason  why  the  dollar  has 
alien"  so  rapidly  against  the  yen  and  the  deutsche  mark. 
Otherwise,  the  U.S.,  Europe  and  Japan  may  all  end  up 
ith  unnecessarily  sluggish  economies. 
The  dollar  now  isn't  "weak"  so  much  as  the  deutsche 
ark,  the  yen  and  a  handful  of  other      _^  -  ■ 

irrencies  are  strong.  Semantic  dis-  ( West  German  Bundesbank  Signals 
iction?  Quite  the  opposite.  ^Return  to  Tight  Monetary  Policy 

What  is  happening  is  that  the  Bank 


The  tiny  drop  in  discount  rates  a  few  weeks  ago  is  an 
inadequate  response.  The  U.S.,  Europe  and  Japan  all  have 
considerable  room  for  further,  more  dramatic  reduction. 

This  overdone  caution  is  not  only  bad  news  for  their 
economies  but  also  bad  news  for  us  in  that  these  markets 
won't  be  able  to  take  as  many  of  our  exports  as  they  would 
if  they  were  growing. 
U.S.  Treasury  chief  James  Baker  should  let  the  central 
banks  of  Japan  and  Germany  know 
that  outdoing  Volcker  will  be  looked 
upon  with  strong  disfavor  by  the  U.S. 
Someone  in  the  Administration 


Japan  and  the  Bundesbank  are  out-Volckering  Volcker 
keeping  too  tight  a  grip  on  money.  That's  why  the 
markable  fall  of  the  dollar  since  the  fall  hasn't  precipitat- 
I  a  new  round  of  inflation  as  it  did  in  the  late  1970s  under 
limy  Carter.  But  central  bankers  are  not  simply  avoiding 
repeat  of  that  sad  period.  They  are  overdoing  the  squeeze. 
Wholesale  prices  are  plunging  in  Japan,  Germany, 
ance,  the  Netherlands  and  elsewhere.  Consumer  prices 
e  coming  down  as  well  (including  those  in  the  U.S.). 
To  continue  fighting  a  nonexistent  inflation  under  these 
rcumstances  is  foolish.  In  Europe  unemployment  is 
ore  than  10%.  Japan  is  on  the  verge  of  a  recession.  U.S. 
owth  has  been  anemic. 


Wall  Street  Journal 

might  also  "hint"  to  the  still-impregnable  Paul  that  one 
way  to  enhance  his  reappointment  chances  in  1987  is  to 
loosen  up  far  more  than  he  has  thus  far.  If  Volcker's 
worries  about  inflation  were  reasonable,  one  would  see 
gold  surging  to  $500  an  ounce  and  commodity  prices  rising 
rapidly.  None  of  these  sensitive  barometers  of  inflation  are 
behaving  this  way. 

In  fact,  it's  extraordinary  that  in  the  fourth  year  of  an 
economic  expansion,  commodity  prices  are  no  higher  to- 
day than  they  were  four  years  ago.  Utilization  of  available 
industrial  capacity  is  still  an  anemic  80%. 

The  Administration  shouldn't  let  unfounded  fears  hob- 
ble our  economy  and  those  of  the  rest  of  the  world. 


IF  THE  UNITED  STATES 


ants  Japan  and  Europe  to  keep  their  currencies  strong 
;ainst  the  dollar,  we  should  at  least  encourage  them  to 
)  it  the  right  way.  The  right  way  is  the  way  we  did  it 
/e  years  ago:  slashing  income  tax  rates  and  pushing 
:regulation. 

Look  at  what  happened  to  the  British  pound  when  the 
hancellor  of  the  Exchequer  announced  a  couple  of  weeks 
;o  a  wee  tax  reduction  for  this  year  and  hinted  there 
ould  be  more  to  come  in  1987.  Sterling  moved  up  against 
ie  dollar  and  London  stocks  boomed. 
The  reason  is  simple.  By  increasing  incentives,  their 
:onomy  will  grow  more  vigorously  and  capital  goes 
here  the  opportunities  are. 

The  wrong  way  is  the  way  Germany  and  Japan  are 


largely  doing  it  now — tightening  money  by  creating  a 
shortage  of  yen  and  deutsche  marks. 

These  two  countries  seem  interested  primarily  in  pre- 
serving fat  trade  surpluses,  not  realizing  that  much  of  this 
black  ink  is  being  achieved  by  retarding  domestic  econom- 
ic growth.  A  trade  surplus  is  neither  a  good  thing  nor  a  bad 
thing.  Japan  had  trade  deficits  in  the  1950s  and  1960s.  That 
was  hardly  a  sign  of  weakness.  By  contrast,  Brazil  and 
Mexico  have  big  trade  surpluses  today  and  their  econo- 
mies are  in  deep  trouble. 

Most  of  the  growth  Europe  and  Japan  have  achieved  in 
the  past  few  years  has  largely  come  from  exporting  to  the 
U.S.  Their  domestic  economies  have  been  stagnant. 

If  everyone  loosened  up,  everyone  would  win. 
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THE  REASON  FOR  USING 
BELL  IN  1916  IS  THE  REASON  FOR  NOT  ■ 
USING  THEM  NOW.  I 


■ 

In  the  old  days,  Bell  was  the 
voice  of  experience  in  the 
phone  business.  But  times  have 
changed.  And  so  has  Bell. 

In  fact,  many  Bell  compa- 
nies have  stopped  selling  the 
phone  equipment  they  knew 
best  and  have  started  selling 
equipment  they  have  very  little 
experience  with. 

Fortunately,  there  is  a  smart 
alternative  to  Bell:  Tel  Plus. 

Tel  Plus  has  been  designing, 
installing  and  servicing  a  wide 
range  of  manufacturers'  tele- 
communication systems  for 
14  years. 

Whafs  more,  today  Tel  Plus 
is  the  largest  independent 
business  telecommunications 
company  in  America,  with  over 
90  offices  nationwide.  And  over 
2  million  business  people  use 
our  phones  every  day. 

So  why  call  a  company  go- 
ing through  a  learning  experi- 
ence when  you  can  call  the  true 
voice  of  experience.  Tel  Plus, 


CALL  1-800-TEL  PLUS. 

INTELLIGENT  COMMUNICATION 
BEGINS  WITH  INTELLIGENT  PEOPLE. 

A  TELECOM  PLUS  INTERNATIONAL  COMPANY 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


After  the  squeeze, 
the  rebound 


Half  a  job 

plus 
half  a  job 


Another  kind 
of  privatization- 
and  it  pays 


WHY  THE  FEDERAL  PAYROLL  DOES  NOT  SHRINK 

Federal  jobs,  unlike  old  soldiers,  don't  even  fade  away,  let  alone 
die.  Federal  civilian  employment  has  bounced  back  again.  Despite 
proposed  cuts  under  the  Gramm-Rudman-Hollings  law — if  that  sur- 
vives a  court  challenge — employment  will  probably  rise  a  bit  in  1986. 

Just  look  at  the  numbers.  (But  be  warned:  They  are  a  maze  and  not 
necessarily  comparable.)  Take  the  overall  head  count.  Leaving  aside 
the  relatively  tiny  legislative  and  judicial  branches  (58,000  in  1985), 
the  total  dipped  to  a  1982  low  of  around  2.86  million,  after  some 
firings,  and  has  steadily  risen  since,  to  just  over  3  million  (counted  in 
June  to  avoid  summer  peaks). 

There  have  been  two  main  growth  areas.  Civilian  jobs  in  defense  have 
risen  with  defense  spending,  from  a  1978  low  of  979,000  to  1.04 
million  in  1985.  And  Postal  Service  jobs  have  gone  from  around 
650,000  in  1978  to  744,490  last  September.  Both  are  still  rising.  The 
post  office  is  already  at  765,666,  and  defense  plans  for  1.1  million 
civilian  jobs  by  September  this  year. 

Outside  these  two  areas  and  after  allowing  for  increased  part-time 
work,  the  growth  is  less  dramatic,  but  it  is  growth,  nevertheless. 

For  budget-counting,  federal  workers  are  counted  in  "full-time 
equivalents"  (FTE),  based  on  2,080  hours  of  work  a  year.  Thus,  two 
people  booking  1,040  hours,  excluding  overtime,  equal  one  FTE. 

On  an  FTE  basis,  introduced  in  1981,  federal  employment  outside 
defense  and  the  post  office  hit  a  low  in  fiscal  1984  and  then  rose  again  a 
little  in  fiscal  1985,  to  just  over  1.085  million  FTE. 

Nobody  can  yet  guess  at  the  job  effect  of  the  $11.7  billion  cut  under 
G-R-H  for  fiscal  1986 — the  President's  budget  proposes  only  a  tiny  fall 
in  non-Defense,  non- Postal  Service  federal  jobs,  to  1.0824  million  FTE. 
But,  while  hiring  freezes  and  the  like  are  in  place,  there  has  been  no  let- 
up in  internal  requests  for  qualified  recruits. 

Bigger  cuts  later — always  later — are  proposed  in  the  President's 
budget,  to  1.058  million  (FTE  non-Defense,  non-Postal)  for  fiscal  1987 
and  1.043  million  a  year  later.  Such  budgeted  cuts  always  miss  by  a 
mile,  even  though  the  pain  could  be  eased  by  retirement.  (One  federal 
employee  in  five  is  now  eligible,  and  is  working  on  for  extra  credits.) 
The  planned  sharp  increase  in  contracting  public  work  to  the  private 
sector  might  help,  however. 

For  highbrow  consulting  work,  details  are  woolly,  but  for  more  ordi- 
nary tasks,  like  key  punching,  work  equal  to  25,000  FTE  federal  jobs  is 
expected  to  transfer  this  year,  and  as  many  as  84,000  by  1989.  The 
program,  created  in  1954,  was  accelerated  in  1983-84,  and  experience 
to  date  shows  that  just  8%  of  displaced  federal  workers  are  actually 
sacked.  The  rest  either  go  to  the  private  contractor  (for  a  bit  less  pay), 
transfer  elsewhere  in  government  or  retire.  To  get  the  work,  the  private 
contractor  has  to  offer  at  least  10%  less  than  federal  costs.  The  actual 
cuts  average  nearer  30% . 
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The  Forbes  Index 


Forbes  Index 


!  2- month  closeup 
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Deflation — for  a  month.  The  Consumer  Price  Index 
dropped  0.3%  January  to  February.  The  drop,  the  steepest 
in  30  years,  reflects  tumbling  oil  and  food  prices.  But  the 
CPI  services  component  increased  0.4%,  primarily  be- 
cause of  higher  medical  and  entertainment  costs.  If  oil  and 
food  prices  merely  level  off,  then,  inflation  will  resume. 
Personal  income  rose  0.5%,  the  biggest  month-to- 


month  jump  since  November.  The  rise  helped  push  The 
Forbes  Index  to  a  0.4%  gain,  the  twelfth  consecutive1 
month  of  gains. 

New  housing  starts  fell  9.2%  during  the  latest  reporting 
period,  but,  nevertheless,  remained  11.3%  higher  than 
during  the  same  month  last  year.  The  dramatic  decline  in 
long-term  interest  rates  has  helped  here. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  or  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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All  the  right  reasons  you  need  t 


Your  family  needs  the  General 
AmeriirClassicf  the  world's  only 
puncture -sealing,  all-season 
radial  with  a  six-year  unlimited 
mileage  warranty* 

Ameri ^Classic.  The  family  tire. 
A  tire  designed  to  deliver  the 
driving  confidence  your  family 
needs. 

Ameri-frClassic  has  a  six-year  un- 


limited mileage  warranty* .  no 
matter  how  far  you  drive. 
And  the  new  Ameri -^Classic  is  no 
fair  weather  friend.  This  premium 
all- season  radial  is  designed  to 
keep  your  family  going,  across  town 
or  across  the  country,  whatever 
the  weather. 

Made  with  exclusive  Gen*rSeal 
puncture  sealant,  Ameri^Classic 


also  reduces  the  possibility « 
potentially  hazardous  tread- 
puncture  flats. 

General  is  so  confident  th 
AmeritfClassic  won't  let  your  t 
down  on  the  road  that  if  it  she 
we  promise  to  replace,  mouj 
and  balance  any  Ameri *rClassj 
that  becomes  unserviceable 
to  cuts,  snags,  punctures, 


i  tire  you  can  get 


jr  impacts  during  the  first 
niles  or  50%  treadwear— 
rer  comes  first  —  at  no 
After  that,  you  have 
i  protection  for  as  long 
>wn  the  car  * 

le  complete  Ameri^Classic 
;  Protection  Portfolio  at 
al  General  retailer  and 
e  why  —  for  all  the  right 


reasons  — you  need  the 
General  AmerUClassic 
family  tire. 


'See  dealer  for  terms, 
conditions  and  owner's 
obligations  under 
the  Amelia  Classic 
limited  warranty. 


NEW1987 
MAXIMA  GXE 

THE  SMART  SIDE 
OF  LUXURY 


E3  NISSAN 


Nissan  proudly  invites  you  to  enter  our 
world  of  luxury.. .the  elegant  world  of 
Maxima.  It  begins  with  crisp,  classic  design, 

re-styled  for  '87.  Beautiful! 

in  addition  to  Maxima's  outer  beauty 
you'll  discover  power  can  be  beautiful  as  well. 
Under  the  hood  waits  a  fuel-injected,  3-liter 
v-6  engine,  the  same  engine  that  propels  the 

awesome  300  ZX. 

inside  Maxima..  Nissan's  advanced  technol- 
ogy continues  to  shine.  The  most  wanted 
luxury  features  like  cruise-control,  reclining 


bucket  seats,  lumbar  support,  po\ 
dows,  air  conditioning,  6-speaker  AM-FM 
stereo  system  with  Dolby  cassette  and  7-band 
equalizer  and  much  more,  are  all  standard. 

Maxima  for  '87:  One  luxury  car  that's  truly  a 
smart  choice. 

Extended-Service  Plan  available.  When  a 
car  is  built  this  good  you  can  back  it  this  good, 
up  to  5  years/100,000  miles.  Ask  about  Nissan's 
Security-Plus,  at  participating  Nissan /Datsun 
dealers. 


Th. 


AME IS  NISSAN 


Forbes 


The  bull  market  is  keeping  everybody  busy, 
mt  beneath  the  boom  both  the  Big  Board 
md  Amex  are  losing  ground  to  the  over- 
he-counter  market. 

And  then  there 
were  three 


Odd  man  out? 

It  would  be  premature  to  write  Amex'  obituary,  but  there's  no  question  it 
is  in  a  bind.  So  is  the  Big  Board.  A  surging  o-t-c  market  is  taking  trading 
volume  from  both  exchanges.  NASD's  figures  are  inflated  by  as  much  as 
10%  in  intradealer  trades,  but  the  underlying  pattern  is  there. 


Pluxo  tn  Mi  Burcn 


By  Richard  Phalon 

Who's  got  the  hot-selling 
stuff?  In  the  old  days  there 
wasn't  much  contest  so  far  as 
equities  were  concerned:  The  class 
goods  went  on  the  New  York  Stock 
Exchange,  the  Amex  was  the  bargain 
basement,  and  the  counter  markets 
were  for  pushcart  peddlers. 

New  companies  would  go  public, 
mature  to  where  they  could  meet 
Amex  sales  and  earnings  require- 
ments, and  if  all  went  well,  the  day 
would  come  when  the  champagne 
corks  would  pop  to  announce  the  Big 
Board  listing. 

No  longer.  The  counter  market — 
better  known  as  the  Nasdaq  list,  after 
its  sponsoring  body,  the  National  As- 
sociation of  Securities  Dealers — has 
done  quite  a  lot  of  maturing  itself.  It  is 
no  longer  a  place  from  which  compa- 
nies are  in  a  hurry  to  graduate.  The 
counter  market  has  "gotten  its  act 
together,"  concedes  Big  Board  Chair- 
man John  f.  Phelan  Jr.,  to  the  point 
where  it  is  holding  on  to  many  more 
of  its  stocks  for  a  longer  period. 

It  has  got  much  harder  to  sell  first- 
tier  stocks,  such  as  Apple  Computer 
or  MCI  Communications,  on  the 
prestige  values  of  a  Big  Board  or  (to  a 
lesser  degree)  an  Amex  listing.  The 
sell  is  particularly  hard  with  the  high- 
tech stocks  Phelan  needs  to  add  ex- 
citement to  a  list  that  is  heavily 
Smokestack  America. 

Some  of  those  relative  newcomers 
give  every  sign  of  staying  put  over- 
the-counter.  To  the  institutional  in- 
vestors that  own  46%  of  Intel  Corp., 
says  investor  relations  liaison  officer 
Jim  Jarrett,  "it  makes  no  difference" 
whether  the  big  memory  chip  produc- 
er trades  on  the  Big  Board  or  over-the- 
counter.  "Today,"  he  adds,  "there  is 
less  rationale  to  list  on  the  NYSE." 

The  pinch  is  even  worse  across 
Trinity  churchyard  at  the  Amex.  Its 
list  is  heavily  weighted  to  energy 
stocks,  many  of  them  Canadian,  that 
are  at  the  moment  not  in  brisk  de- 
mand. "We  really  need  100  compa- 
nies a  year  just  to  show  a  net  gain  in 
listings,"  says  Amex  President  Ken- 
neth Leibler,  "and  100  companies  is 
not  easy  in  an  auction  market." 

It's  not  easy  for  the  Big  Board,  ei- 
ther. Its  listings  have  slipped  from  a 
recent  peak  of  1,581  in  1978  to  the 
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current  total  of  1,540;  the  Amcx,  from 
1,200  in  1976  to  940. 

NASD-traded  issues,  on  the  other 
hand,  have  been  climbing  almost 
without  interruption — from  2,495  in 
1976  to  4,136.  Both  listed  exchanges 
have  been  bedeviled  by  merger  mania. 
In  the  last  two  years  alone  the  Big 
Board  has  lost  157  listings  to  buyouts 
of  one  kind  or  another.  The  more  vul- 
nerable Amex  has  lost  97  over  the 
same  time  period.  The  NASD  has  tak- 
en its  lumps,  too:  about  264  wipcouts 
on  what  is,  of  course,  a  much  broader 
listing  base.  But  in  an  era  when  new 
companies  are  being  created  at  a  rec- 
ord pace,  NASD  has  no  trouble  replac- 
ing the  losses. 

It  has  real  momentum  going  for  it 
in  the  flood  of  new  issues  washing 
over  its  doorstep.  The  high  mark  of 
initial  public  offerings  rises  and  re- 
cedes with  speculative  fever— there 
were  a  record  863  such  issues  in  1983, 
for  example;  526  in  1984;  and  only 
494  last  year. 

Since  many  new  issues  do  not  meet 
the  listing  minimums  for  either  ex- 
change, the  counter  market  has  a  qua- 
si-monopoly  on  newer  companies — 
quasi  because  both  exchanges  have 
begun  to  make  heavy  promotional 
moves,  with  some  success,  on  new 
issues  that  do  measure  up  for  immedi- 
ate listing.  The  semi-lock  on  new  is- 
sues explains  in  part  why  the  counter 
market's  share  of  trading  volume  (see 
c/xirt)  has  risen  so  dramatically. 

Why  the  need  for  protection  against 
a  market  that  little  more  than  a  de- 
cade ago  was  notorious  for  slipshod 
marketmaking,  well-after-the-fact 
price  reporting,  and  speculative  forays 
that  left  many  an  untutored  player  for 
dead?  "There  was  a  lack  of  visibility 
and  credibility,"  recalls  National  As- 
sociation of  Securities  Dealers  Presi- 
dent Gordon  Macklin. 

Forget  about  the  nuts  and  bolts  of  a 
real-time  electronic  trading  system, 
though  it  has  played  an  important 
part  in  the  rise  of  the  counter  market. 
The  big  impetus  came  from  the  real- 
ization of  Big  Board  member  firms — 
"the  usual  household  names,"  says 
Securities  &  Exchange  Commission 
official  Richard  Chase — that  the 
counter  market  could  be  turned  into  a 
major  profit  center. 

Big  firms  like  Merrill  Lynch,  Shear- 
son  Lehman  and  Goldman,  Sachs 
found  they  could  underwrite  a  compa- 
ny, make  a  market  in  it,  stir  up  retail 
interest  with  research  reports  and 
turn  a  profit  almost  every  step  of  the 
way.  As  John  Phelan  notes,  investors 
will  never  again  think  of  the  counter 
market  as  "IVi  brokers  operating  out 
of  Rome,  N.Y." 


The  pain  of  relative  slippage  has 
been  somewhat  eased  for  the  two  ex- 
changes by  the  general  boom  in  stock 
trading.  But  the  worry  is  there. 
"Though  volume  is  at  a  high  level  and 
so  are  our  resources,"  says  Amex 
Chairman  Arthur  Levitt,  "I'm  not 
lulled  into  a  sense  of  security.  We've 
got  to  compete  aggressively  to  protect 
our  franchise." 

Suppose  the  NASD  market  slice 
continues  to  expand  at  the  same  rate 
as  in  the  last  five  years.  Could  the  Big 
Board,  feeding  on  only  bite-size  ra- 
tions of  dynamic  new  listings,  be 
boxed  into  the  limited  role  of  a  pre- 
dominantly institutional  market  trad- 
ing only  old-line,  big-capitalization 
stocks?  Could  the  Amex  lose  still 
more  of  its  equity  base  and  fade  into  a 
predominantly  options  market? 

Arthur  Levitt,  like  John  Phelan,  ar- 
gues that  dealer  markets  like  the 
NASD  tend  to  dwindle  when  stocks 
go  down  and  are  unable  to  supply  the 
liquidity  needed  to  cushion  a  de- 
cline— who  can  forget  1974-75,  when 
small  company  stocks  were  almost 


unsalable?  But  that  was  a  decade  ago, 
and  the  counter  market's  growth  rate 
has  persisted  through  too  many  turns 
now  for  it  to  be  dismissed  as  merely 
cyclical. 

Both  Phelan  and  Levitt  have  been 
around  The  Street  too  long  to  take 
their  own  argument  too  literally. 
They  are  selling  hard,  making  listing 
more  attractive  by  throwing  in  ancil- 
lary services  (like  lobbying  and  re- 
cruiting directors)  and  diversifying 
into  futures  and  options  contracts 
that  generate  more  volume  in  stocks 
already  on  the  list. 

The  Big  Board  still  has  a  huge  lead 
in  terms  of  dollar  value  of  trading 
($970.5  billion,  vs.  $235.5  billion  for 
the  NASD  list  and  $26.7  billion  for 
the  Amex)  and  thinks  it  has  a  prestige 
edge  in  the  battle  for  a  potentially  big 
trading  market  that  is  still  several 
years  down  the  road — the  market  in 
"global"  stocks  (see  following  story). 
However,  the  Amex  and  the  NASD 
are  beginning  to  plug  into  that  one, 
too.  Nobody's  got  the  business  locked 
up  these  days.  ■ 


In  London,  as  in  New  York,  the  stock  ex- 
change is  struggling  to  hold  on  to  its  mar- 
ket position.  It  hangs  its  hopes  on  Big  Bang. 


Champagne  on  a 
nervous  stomach 


By  Harcia  Berss 


AND  THEN  THERE  WAS  John,  a 
young  lad  from  the  countryside 
i  of  southeast  England,  son  of  a 
pub  owner,  educated  in  local  schools.  A 
college  dropout  at  19,  he  landed  a  job 
two  years  ago  with  a  big  U.S.  bank  as  a 
Eurobond  trading  trainee  in  London. 

In  16  months  John  rose  to  number 
two  in  trading  and  recently  got  an 
offer  from  a  U.S.  brokerage  house;  the 
bank,  eager  to  keep  its  hot  young  trad- 
er, offered  him  a  £50,000  ($75,000) 
bonus  on  top  of  his  £25,000  salary. 
But  that  couldn't  beat  the  broker's 
£45,000  salary,  guaranteed  £45,000 


bonus,  plus  a  £30,000  "golden  hello" 
just  for  joining— £120,000  ($180,000), 
and  a  guaranteed  minimum  20%  raise 
next  year. 

Tales  like  this  circulating  in  Lon- 
don's pubs  have  the  City,  England's 
Wall  Street,  gagging  on  its  lunchtime 
pints.  But  the  stories  are  symptomatic 
of  the  radical  restructuring  that  is  rac- 
ing through  the  City  as  the  London 
Stock  Exchange,  like  the  New  York 
Stock  Exchange  (see  previous  story), 
fights  to  retain  its  market  position. 

In  the  old  days  City  membership 
came  via  introduction  from  an  uncle 
or  Oxford  or  Cambridge  school  ties. 
An  antiquated  system  separating  bro- 
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iring  and  trading  made  for  comfort  - 
>le  City  lifestyles  but  not  for  effec- 
ve  customer  service.  Combine  that 
thargy  with  a  rigid  commission 
ructure  and  no  stomach  for  compe- 
tion,  and  it's  easy  to  see  how  the  hot 
ading  action  wanted  as  little  as  pos- 
ble  to  do  with  the  London  Stock 
(change.  In  the  1960s,  for  example, 
ie  Exchange  let  Eurobonds  slip  from 
3  grasp.  Now  an  over-the-counter 
arket  based  in  London,  Eurobond 
ading  last  year  was  more  than 
ur  times  the  volume  on  the  London 
cchange. 

More  recently,  trading  in  such 
ocks  as  $13.2  billion  Imperial 
hemical  Industries  has  moved  away 
om  London,  where  fixed  commis- 
ons  made  buying  and  selling  costly, 
i  New  York,  with  cheaper,  negotiat- 
l  commissions.  Nearly  one-third  of 
ie  market  value  of  the  London  Stock 
cchange  consists  of  what  is  now 
illed  "international  equities,"  Brit- 
h  stocks  also  traded  actively  outside 
ie  home  market. 

At  last  London  acted.  In  1983  the 
Dndon  Stock  Exchange  announced  it 
ould  end  fixed  commissions;  the 
Jig  Bang"  will  hit  Oct.  27. 
Big  Bang  has  turned  the  City  into  a 
ant  game  of  musical  chairs  as  Brit- 
h  and  American,  German  and  Swiss 
inks  scurry  to  create  teams  to  com- 
ite  in  the  tough  swirl  of  global  mar- 
;ts.  When  Chase  Manhattan  Bank 
st  month  lost  some  Eurobond  spe- 
alists  to  British  merchant  bank 
leinwort  Benson,  the  group  included 
salesman  who  had  been  with  Chase 
r  one  month  and  a  trader  whose 
nure  had  lasted  but  three  days. 
Employee  loyalty?  Forget  it.  Pay- 
lecks  are  all  that  count  now.  Sure, 
nployers  could  tie  people  to  long- 


term  contracts,  but  that  means  they 
couldn't  ax  their  newly  embraced 
staffers  if  Big  Bang  turned  out  to  be  a 
Big  Bust. 

Wage  scales  have  doubled  across 
the  board,  but  everyone  willingly  pays 
the  inflated  salaries  because  the 
$110,000  base  wage  for  a  merchant 
bank  vice  president  is  still  below  the 
$150,000  earned  by  his  New  York 
counterpart.  On  top  of  the  base  wage, 
the  City  has  recently  discovered  a  fea- 
ture long  part  of  the  Wall  Street  pay 
packet,  the  bonus.  In  this  class-con- 
scious society,  Big  Bang  has  brought 
the  lad  from  a  fish-and-chips  back- 
ground into  an  arena  that  was  once 
reserved  for  the  toast-and-marmalade 
set.  "We  don't  care  who  the  guy 
knows,"  says  a  personnel  man  at  one 
investment  bank.  "We  only  care  if  he 
makes  money." 

In  the  meantime  the  nouveaux 
riches  are  reveling  in  their  newfound 
salaries  and  status.  Graham  Need- 
ham,  owner  of  Sweetings,  a  City  res- 
taurant favored  by  brokers,  reports 
customers  are  buying  more  cham- 


By  Allan  Sloan 

The  stock  market  is  rational, 
huh?  Then  explain,  please,  why 
the  stock  market  seems  to  be 
valuing  General  Motors'  Hughes  Elec- 
tronics subsidiary  and  GM's  Electron- 
ic Data  Systems  subsidiary  at  billions 
of  dollars  more  than  it  values  the 
whole  of  GM,  including  those  two 
subsidiaries. 

How  can  this  be?  Because  "ration- 
al" investors  feel  the  parts,  13%  of  the 
company,  are  glamour  issues,  while 
the  other  87%  is  boring  old  GM. 

Given  this  anomaly,  it  is  no  mys- 
tery why  Ford  Motor  Co.  is  thinking 


pagne  but  taking  less  time  to  eat,  hus- 
tling back  to  work  to  justify  their  hef- 
ty raises.  At  Options,  a  chrome-and- 
pastel  wine  bar  across  from  the  Stock 
Exchange,  laughing  young  traders  ca- 
sually blow  £30  ($45)  for  a  bottle  of 
lunchtime  port.  "They're  dealing 
with  such  big  numbers  their  own 
money  has  become  toy  money,"  says 
manager  Martin  Radford,  who's  in- 
stalling two  phones  with  direct  lines 
to  the  Exchange  floor  so  customers 
can  drink  and  trade  at  the  same  time. 

The  old-timers  in  the  City  watch 
with  a  complacency  that  may  be 
tinged  with  apprehension.  "They'll 
make  the  big  money  for  a  year  or  two, 
and  then  they'll  get  fired,"  says  one 
45-year  City  veteran  drawing  on  his 
end-of-the-day  port  and  dismissing 
the  youthful  spendthrifts.  His  col- 
league, chugging  a  lager,  adds:  "Sure.  I 
just  rehired  a  27-year-old  who  left  us  a 
year  ago.  He  actually  took  a  salary  cut 
because  he  knows  our  firm  will  be 
around  after  Big  Bang  and  the  other 
one  won't."  Big  Bonanza  or  Big  Burp, 
Big  Bang  is  most  un-British. 


of  glamorizing  Ford  Credit  and  Ford 
Aerospace.  Or  why  there  is  talk  of 
GM's  doing  a  similar  number  with 
General  Motors  Acceptance  Corp. 

How  does  this  work?  Look  at  Gen- 
eral Motors'  spiffy  new  H  shares, 
based  on  Hughes  Electronics  Corp.,  a 
wholly  owned  General  Motors  sub- 
sidiary consisting  of  GM's  Delco  Elec- 
tronics operation  and  the  recently 
purchased  Hughes  Aircraft. 

The  H  holder  owns  only  the  right  to 
a  dividend  stream,  not  a  piece  of 
Hughes  Electronics;  the  actual  equity 
is  all  owned  by  GM.  In  reality,  the  H 
holder  has  a  quasi-preferred  stock 
with  a  variable  dividend — fixed  at 


Whats  with  General  Motors?  How  can  the 
stock  market  value  an  H  and  an  E  at  more 
than  a  G  and  an  M? 


Alphabet  soup 
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one-fourth  of  one-200,000,000th  of 
the  subsidiary's  earnings  and  current- 
ly running  at  the  indicated  rate  of  60 
cents  a  share  per  year.  E  holders  hold  a 
similar  security  based  on  GM's  Elec- 
tronic Data  Systems  subsidiary  and 
with  an  indicated  40-ccnt  dividend. 

Now  for  the  math.  H  stock  recently 
sold  at  $47.50.  The  shares  have  a 
claim  on  a  quarter  of  Hughes'  earn- 
ings. Multiply  $47.50  by  200  million 
H  shares  for  a  total  market  capitaliza- 
tion of  $9.5  billion.  If  the  dividend 
alone  is  worth  $9.5  billion,  what  is  all 
of  Hughes  worth?  Let's  be  conserva- 
tive and  say  twice  that. 
(The  dividend  is  worth 
more  than  a  quarter  of 
the  whole  because  it's 
cash  in  hand.) 

So  we'll  count  the  H 
stock  participation  in 
Hughes  at  $9.5  billion 
and  conservatively  val- 
ue the  remaining  three- 
quarters  of  the  earnings 
at  another  $9.5  billion. 
The  total  value  of 
Hughes  Electronics  is 
$19  billion. 

At  the  recent  market 
price  of  $86,  all  319 
million  shares  of  Gen- 
eral Motors  common 
stock  were  valued  at 
only  $27.4  billion.  The 
market  values  Hughes 
alone  at  two-thirds  of 
that.  Hughes  repre- 
sented a  pro  forma  8% 
of  GM's  profit  last 
year. 

Now  for  some  arith- 
metic on  the  E  stock. 
An  E  share  gives  the 
holder  rights  to  divi- 
dends from  GM's  EDS 
subsidiary,  consisting 
of  Electronic  Data  Sys- 
tems, bought  by  GM  in  October  1984, 
plus  about  7,000  employees  in  what 
used  to  be  GM  data  processing  depart- 
ments. Again,  the  E  shares  as  a  whole 
have  GM's  commitment  to  pay  a  divi- 
dend of  25%  of  EDS'  profits.  But  E 
holders  don't  own  any  part  of  EDS,  a 
wholly  owned  GM  subsidiary. 

Go  through  the  math  again,  and  the 
market  is  valuing  the  E  shares,  with  a 
claim  on  a  quarter  of  EDS'  earnings,  at 
$5.4  billion  (122  million  E  shares 
times  $44.50).  By  our  arithmetic, 
then,  the  whole  subsidiary  has  a  mar- 
ket value  of  about  $11  billion. 

Now  add  the  market  values  of  EDS 
and  Hughes  and  you  come  up  with 
$30  billion — exceeding  what  the  mar- 
ket says  GM  is  worth. 

Rational?  The  rest  of  GM  not  only 


makes  cars,  it  owns  GMAC,  billions 
of  dollars  of  cash,  inventories  and  real 
estate  that  we  wouldn't  even  attempt 
to  value.  Can  Hughes  and  EDS  be 
worth  more  than  the  rest  of  the  com- 
pany? Only  to  the  stock  market. 

GM,  as  you  would  expect,  doesn't 
see  things  our  way.  E.  Stanley  O'Neal, 
a  GM  assistant  treasurer  picked  by 
the  company  to  answer  our  questions, 
contends  that  multiplying  the  market 
capitalizations  of  E  and  H  stock  to  get 
an  implied  market  valuation  for  all  of 
Hughes'  and  EDS'  earnings  is  off  base. 

"If  you  take  your  head  out  of  the 


formulas,  [E  and  H]  are  not  that  differ- 
ent" from  shares  in  a  growth  company 
that  pays  out  25%  of  its  earnings  as 
dividends,  O'Neal  asserts.  His  impli- 
cation is  that  the  market  capitaliza- 
tion of  the  E  and  H  shares  is  the  full 
value  of  the  subsidiaries'  worth. 

We  can't  agree  with  O'Neal  that 
Hughes  and  EDS  are  worth  only  the 
present  value  of  their  dividends — es- 
pecially when  the  dividends  are  limit- 
ed to  one-quarter  of  earnings. 

But  grant  that  O'Neal  is  right:  In 
that  case,  these  two  subsidiaries  are 
valued  in  the  market  at  $15  billion — 
half  of  GM's  market  capitalization. 
Then  consider  that  GM  owns  unis- 
sued E  and  H  shares  with  a  combined 
market  value  of  $8.9  billion.  Subtract 
that  from  GM's  market  capitalization 


of  $27.4  billion,  and  the  rest  of  GM 
sans  Hughes  and  EDS  is  worth  $18.5 
billion,  $58  a  share.  Fifty-eight  dollars 
a  share  for  that  automotive  business, 
cash,  inventories  and  GMAC? 
Rational? 

How  did  this  come  about?  GM  paid 
$2.5  billion  for  EDS  in  Octobei ' 
1984 — $2  billion  cash,  the  rest  I 
shares.  One  purpose  of  establishing  a 
separate  stock  was  to  give  EDS  em-l 
ployees  a  sense  of  working  not  for  GM 
but  for  a  separate,  high-tech  outfit. 

We  don't  think  GM  anticipated  the! 
stock  market's  wildly  favorable  re-j 
"p "  '"    sponse  to  the  E  shares,| 
which  have  risen  150% 
in  their  18  months  ofl 
existence.  Surprised! 
but  pleased  by  the  mar- 
ket's   response,  GM, 
when  it  bought  Hughesl 
Aircraft,     moved  its! 
Delco  Electronics  divi- 
sion from  General  Mo-j 
tors,   whose  earningsi 
are  typically  accorded  ail 
price/earnings  multi-l 
pie  of  7  by  the  market,] 
to  Hughes  Electronics, 
whose  earnings  are  val- 1 
ued  at  a  multiple  of 
about  20. 

The  resulting  ability 
to  issue  H  stock  at  a| 
high  price  allowed  GMJ 
to  minimize  its  cash) 
outlay  when  it  bought! 
:   Hughes  from  the  How- 

ard Hughes  Medical  In- 
stitute, while  outbid-t 
ding  both  Ford  andi 
Boeing. 

As  a  result  of  thei 
Hughes  and  EDS  deals,| 
GM  has  a  vested  finan- 
cial interest  in  keeping 
the  E  and  H  stocks) 
high.  If  H  is  selling  at 
less  than  $60  on  Dec.  31,  1989,  GM 
has  to  pay  the  difference  (up  to  $2 
billion)  on  the  Hughes  Institute's  504 
million-share  holding.  Should  E  stock) 
be  selling  for  less  than  $62.50  on  Oct. 
18,  1991,  GM  will  have  to  make  up 
the  difference  on  some  22  million  E 
shares  issued  to  EDS  shareholders. 
Unless  E  and  H  shares  rise  from  cur- 
rent levels  when  the  guarantees  come 
due,  it  will  cost  GM  over  $1  billion. 

Our  guess  is  that  some  holders  of  E 
and  H  shares  are  counting  on  GM's 
getting  the  stock  up  and  thus  avoiding 
the  penalty.  The  guarantee  consists  of 
nontransferable  GM  notes  issued  to 
original  E  and  H  holders.  They  can 
sell  their  stock  and  keep  the  notes. 

Does  a  desire  to  support  E  and  H 
prices  have  something  to  do  with 
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M's  recently  announced  stock  buy- 
ick  program,  which  is  concentrated 
i  the  E  and  H  shares,  even  though 
M  common  is  a  better  bargain  by 
ly  standard?  We  don't  know,  and 
M  isn't  saying. 

We  do  know  that  high-priced  letter 
lares  make  for  cheap  acquisitions.  In 
;bruary  1985  GM  raised  $190  mil- 
□n  by  selling  6.25  million  of  autho- 


rized but  unissued  E  shares  to  the 
public,  and  could  raise  another  $2.5 
billion — EDS'  entire  purchase  price — 
by  selling  its  remaining  E  shares  at 
current  levels.  That  would  mean  GM 
would  own  three-quarters  of  EDS' 
earnings  and  all  its  underlying  assets 
for  free,  and  have  $190  million  in 
cash.  A  nice  way  to  raise  capital.  Issue 
paper  with  a  variable  but  low  dividend 


rate,  no  maturity  date  and  limited  di- 
lution of  parent  GM's  earning  power. 

Maybe  GM's  alphabet  soup  is  its 
version  of  restructuring.  Why  wait  for 
someone  to  seize  control  and  enhance 
shareholder  value  by  selling  pieces  of 
the  company  at  fancy  prices,  when 
you  can  get  fancy  prices  for  the  pieces 
without  selling  them?  Ah,  the  joys  of 
the  rational  market.  ■ 


ome  companies  showed  rising  earnings 
%st  year  in  spite  of  so-so  business.  Great, 
lut  were  the  gains  real? 

Tapping  the 
golden  pool 


By  Laura  Jereski 


M 


orrison-Knudsen  Corp., 
Boise,  Idaho's  big  and  suc- 
cessful construction  outfit, 
id  a  blah  1985.  But  a  change  in  ac- 
mnting  rules  boosted  its  per-share 
irnings  63%,  from  $2.35  to  $3.84. 
ice  going.  But  how?  Thank  the  Fi- 
mcial  Accounting  Standards  Board. 
Morrison-Knudsen  was  simply 
>eying  a  pair  of  new  FASB  pension 
counting  rules,  SFAS  87  and 
\AS  88,  introduced  late  last 
ecember.  The  effect  of  these 
lies  is  stunning.  They  make  it 
isier  than  ever  for  the  coun- 
y's  publicly  owned  companies 
add  to  their  reported  profits 
ime  $344  billion — repeat,  bil- 
m — in  accumulated  pension 
an  surpluses. 

To  put  that  figure  into  per- 
iective,  aggregate  pretax  prof- 
3  for  U.S.  companies  last  year 
ere  about  $227  billion.  In  oth- 
words,  there  is  a  vast  pool  of 
oncy  out  there,  buried,  but 
aiting  to  be  tapped  by  manage- 
ents  that  need  to  give  earn- 
gs  a  bit  of  a  hype. 
In  MK's  case,  the  swing  from 
)dating  actuarial  assumptions 
ished  the  company  from  a 
»84  pretax  pension  cost  of  $7.4 
illion  to  1985  pretax  pension 


income  of  $8.8  million.  That  $15  mil- 
lion pretax  swing  was  good  for  70 
cents  per  share. 

But  there  was  more.  MK  was  anx- 
ious to  offset  losses  from  restructur- 
ing its  business  last  year.  So  it  settled 
some  of  its  pension  obligations  by 
buying  annuities  and  so  shifted  the 
liability  off  MK's  books.  Under  SFAS 
88,  the  gain  from  settling  part  of  the 
pension  plan — $8.6  million — had  to 
be  credited  to  income.  That  settle- 


« — / 

ment  of  the  liability  added  another  79 
cents  a  share  to  MK's  net  earnings  last 
year,  bringing  the  full  pension  gain  to 
$1.49  of  the  company's  total  reported 
net  of  $3.84  per  share. 

And  the  company  still  has  about 
$47  million  of  pension  surplus  to  ease 
into  earnings  over  the  next  few  years. 
Who  needs  construction  backlog? 

"This  is  the  kind  of  situation  that 
can  occur  in  the  normal  course  of 
business,"  argues  James  Greene,  MK's 
director  of  financial  analysis. 

MK  has  lots  of  company.  Manufac- 
turers Hanover  Corp.'s  1985  annual 
report  showed  a  rise  in  earnings  of  $54 
million,  to  $407  million,  $8.38  a 
share.  Quite  an  accomplishment,  con- 
sidering that  Manufacturers  Hanover 
boosted  its  loan-loss  reserve  by  a  hefty 
$183  million.  What  happened? 

A  wise  old  investor  once  advised 
readers  of  annual  reports  to  start  at 
the  back  and  work  forward.  When  we 
tried  that  with  Manufacturers  Hano- 
ver's report,  the  riddle  of  the  rising 
earnings  began  to  clear.  Footnote  12, 
"Retirement  Plans,"  showed  that 
Manufacturers  Hanover's  earnings 
rose  because  the  bank  took  $53.5  mil- 
lion from  its  overfunded  pension 
plans  into  earnings.  As  the  bank's  se- 
nior vice  president  and  controller,  Eu- 
gene McQuade,  puts  it:  "By  rais- 
ing the  loan-loss  reserve  and 
then  triggering  SFAS  88,  we  re- 
stored earnings  to  what  they 
would  have  been  if  neither  deci- 
sion had  been  made." 

The  first  of  the  FASB  rules  hit 
the  streets  last  Dec.  26.  Over 
the  next  five  days  salespeople 
from  a  dozen  insurance  compa- 
nies trooped  through  Manufac- 
turers Hanover's  headquarters, 
vying  to  sell  the  bank  $128  mil- 
lion in  annuities  to  cover  por- 
tions of  the  bank's  pension  li- 
abilities. On  Dec.  31  the  compa- 
ny bought  the  annuities  from 
Prudential.  The  annuities  set- 
tled obligations  for  4,100  older 
employees  and  enabled  the 
bank  to  recognize  the  gain  of 
$53.5  million. 

The  bank  wasn't  doing  any- 
thing underhanded.  It  was  sim- 
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ply  dipping  into  a  tangible  but  gener- 
ally unrecognized  reserve  that  was 
clearly  excessive  for  its  purposes. 

The  third  of  a  trillion  dollars  in 
partially  hidden  assets  that  compa- 
nies like  MK  and  Manufacturers  are 
tapping  has  long  caught  the  greedy 
eyes  of  corporate  raiders.  Of  course, 
raiders  are  more  interested  in  cash 
than  earnings.  Late  last  month,  for 
example,  some  buyout  fellows  offered 
$997  million  for  NL  Industries,  the  oil 
service  company.  A  few  days  later,  NL 
said  it  would  "restructure"  its  pen- 
sion plan.  Pretax  proceeds  from  the 
defensive  move:  about  $150  million-. 

It's  the  same  everywhere  one  look* 
CBS'  pension  surplus  is  over  $225 
million,  a  fact  we're  sure  did  not  es- 
cape Marvin  Davis'  attention. 

It  is  all  very  complicated.  Pension 
matters  usually  are.  But  if  you'll  bear 
with  us,  we  will  try  to  explain. 

Take  a  simple  example.  Suppose 
you  have  100  workers,  all  of  whom 
will  retire  in  5  years,  after  which  they 
will  draw  a  pension  of  $10,000  a  year 
for  20  years.  Your  pension  liability  to 
them  is  $20  million.  To  fund  that 
liability,  you  must  assume  a  discount 
rate.  It  tells  you  the  value  of  that  $20 
million  future  promise,  in  today's 
money.  Put  differently,  the  present 
value  is  what  it  would  cost  today  to 
purchase  an  annuity  that  would  pay 
the  workers  $10,000  a  year  for  20 
years  starting  in  5  years. 

The  discount  rate  is  crucial.  If  you 
assume  7.25%,  say,  then  the  present 
value  of  the  $20  million  liability 
would  be  around  $7.6  million.  But  if 
you  assume  a  9.25%  rate,  the  present 
value  drops  to  $6  million.  The  power 
of  compound  interest.  Note  that  a 
pension  obligation  that  would  be  fully 
funded  assuming  7.25%  would  also  be 
substantially  overfunded  assuming 
9.25%.  In  a  more  realistic  case,  where 
workers  are  younger  than  assumed 
above,  a  rule  of  thumb  holds  that 
moving  the  discount  rate  used  to 
compute  a  plan's  present  value  up  by 
one  percentage  point  decreases  pen- 
sion expense  by  25% — and  boosts  sur- 
plus at  the  same  time. 

In  the  past,  companies  have  enjoyed 
considerable  discretion  over  what  dis- 
count rate  to  choose.  The  FASB's  new 
rules,  however,  instruct  companies  to 
use  discount  rates  that  "reflect  the 
rates  at  which  the  pension  benefits 
could  be  effectively  settled."  That 
means  if  a  company  could  buy  an  an- 
nuity that  would  satisfy  its  pension 
obligation  at  9.25%,  then  the  compa- 
ny should  use  9.25%  to  figure  its  pen- 
sion liability — even  if  it  had  been  us- 
ing 7.25%.  Result:  The  liability  drops, 
and  the  pension  plan  is  grossly  over- 


funded.  In  the  real  world,  this  is  likely 
to  happen  when,  as  now,  inflation 
falls,  real  interest  rates  remain  high, 
and  stock  and  bond  market  advances 
increase  a  pension  plan's  asset-values. 

What  to  do  with  the  pension  plan's 
surplus?  The  surpluses  are  assets.  But 
the  FASB's  new  rules  prohibit  compa- 
nies from  putting  the  surplus  on  the 
balance  sheet.  Only  pension  deficien- 
cies can  be  so  recorded,  but  that's 
another  story.  But  the  FASB  rules  do 
allow  companies  to  slip  a  sizable  por- 
tion of  the  surplus  into  earnings.  The 
rationale?  Shareholders  were  over- 
expensing  in  early  years,  so  now  they 
get  to  underexpense. 

The  new  rules  become  mandatory 
only  this  year.  But  already  they  have 
produced  some  pretty  wild  swings  in 
pension  funding  costs,  as  Shell  Oil, 
Exxon,  First  Chicago,  Chemical  Bank, 
Hewlett-Packard  and  many  other 
companies  that  rushed  to  comply 
with  the  FASB  rules  for  1985  discov- 
ered. In  1984,  for  example,  Comeri- 
ca's  pension  plans  cost  $4.75  million 
to  fund.  After  changing  the  actuarial 


By  Howard  Banks 

Only  1  American  adult  in  20 
has  ever  taken  a  cruise  ship 
vacation,  but  that's  not  the 
only  reason  so  many  cruise  ships  sail 
with  empty  berths  in  this  $3  billion-a- 
year  industry.  Marketers  in  other 
parts  of  the  viciously  competitive 
travel  business  would  be  quick  to  use 
slick  promotions  and  heavy  discount- 
ing to  fill  the  empty  bunks.  Not  in  the 
cruise  ship  sector.  Aside  from  some 
limited  group  rates  and  last-minute 
off-price  deals,  the  cruise  business 
quickly  stomps  on  would-be  price- 
cutters,  even  when  their  discount  is 
very  small. 


assumptions,  the  oil  company  found 
it  was  due  a  credit — pension  in- 
come—in 1985  of  $1.9  million,  a|| 
swing  of  $6.65  million. 

Shouldn't  the  pension  gains  be 
highlighted  somehow  as  extraordi- 
nary income?  So  might  a  reasonable 
man  argue.  Points  out  Solomon  Wein- 
berger, a  principal  with  the  consulting; 
firm  William  M.  Mercer-Meidinger: 
"The  decision  [when]  to  settle  [thei 
pension  liability]  rests  with  the  plam 
sponsor,  and  they  can  control  the  tim- 
ing of  buying  the  annuities."  Some 
would  call  it  manipulation. 

But  whatever  you  call  it,  time  isi 
running  out  for  drawing  on  these 
overfunded  reserves.  When  U.S.  Trea- 
surys  sold  to  yield  12% -plus,  it  was 
highly  profitable  to  buy  annuities  to 
replace  reserves  based  on  7%  yield 
assumptions.  A  few  companies, 
Chrysler  prominent  among  them, 
were  shrewd  enough  to  take  the  annu- 
ity route  when  interest  rates  were 
high.  If  interest  rates  continue  to  sink, 
however,  those  tempting  reserves  will 
shrink  with  them.  ■ 


The  cruise  lines'  solution  to  their 
pricing  and  overcapacity  problems? 
They  are  building  yet  more  ships. 
"This  is  one  of  the  most  bizarre  indus- 
tries you'll  ever  study  if  you  know 
anything  about  marketing,"  says  Rob- 
ert Dickinson,  senior  vice  president, 
sales  and  marketing,  for  Carnival 
Cruise  Lines,  Inc.  of  Miami,  Fla.,  the 
largest  and  fastest-growing  outfit  in 
the  business. 

An  unusually  far-reaching  antitrust 
case  filed  in  February  in  the  Washing- 
ton, D.C.  federal  district  court  prom- 
ises to  reveal  just  what  Dickinson 
means  by  bizarre.  The  case  will  turn 
on  the  nature  of  the  cruise  operators' 
relationship  with  travel  agents,  who 


Cruise  lines  and  travel  agents  admit  they 
deplore  discounting.  But  does  that  mean 
they're  conspiring  to  fix  prices? 


Rough  seas  ahead 
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Caribbean  cruise  ship  nearing  St.  Thomas  in  the  U.S.  Virgin  Islands 

n  upstart  travel  agent's  federal  antitrust  suit  could  make  the  industry  more  competitive. 


:11  around  95%  of  all  cruises.  The 
lit,  brought  by  a  small  Silver  Spring, 
[d. -based  travel  agent,  accuses  11 
■uise  lines,  including  Carnival,  2 
ade  associations  and  several  as  yet 
nnamed  individual  travel  agencies  of 
inspiring  to  stymie  cruise  discount- 
ig.  The  cruise  lines  named  account 
tr  an  estimated  60%  of  existing  ca- 
icity.  The  travel  agent  doing  the  su- 
ig  grandly  calls  itself  the  American 
ssociation  of  Cruise  Passengers 
tACPJ. 

The  name  only  sounds  like  a  trade 
r  consumer  group.  In  fact,  it  was  set 
p  last  year  by  shipping-industry  con- 
stant Hugh  Wilkinson,  specifically 
)  develop  a  discount  cruise  business. 
AACP's  plan  was  to  recruit  poten- 
al  passengers  as  members,  at  $45  a 
;ar  per  family,  then  rebate  the  10% 
immission  that  most  cruise  lines 
ve  agents.  (It's  15%  for  Florida-origi- 
ating  cruises.)  The  association  ap- 
irently  figured  that  by  going  nation- 
it  would  attract  sufficient  members 
)  make  money  on  membership  fees 
one.  When  volume  had  built  up, 
ACP  hoped  to  persuade  cruise  lines 
)  pay  extra,  so-called  override  com- 
lissions  of  3%  to  5%. 
AACP's  main  offense,  in  the  eyes  of 
le  cruise  lines  and  agents,  seems  to 
ave  been  to  take  a  full-page  adver- 
sement  in  USA  Today  spelling  out  the 


plan.  The  ad,  according  to  the  suit, 
touched  off  a  flood  of  angry  letters 
from  travel  agents  to  the  1 1  cruise 
lines,  which  promptly  refused  to  give 
AACP  any  of  their  business.  The  new- 
comer, backed  by  a  group  of  Boston 
investors  who  stayed  loyal  because  of 
the  prospect  of  a  hefty  treble  damages 
award,  went  to  court. 

No  one  denies  that  many  letters 
were  written.  The  antitrust  case  will 
turn  on  whether  AACP  can  prove  that 
the  agents  wrote  letters  as  part  of  an 
organized  campaign  and  that  the 
cruise  lines  reacted  in  concert.  Dick- 
inson, among  others,  admits  Carnival 
received  letters,  but  he  says  he  was 
cutting  AACP  off  anyway.  The  other 
defendants  either  deny  any  antitrust 
law  violations  or  refuse  to  comment. 
Potentially,  it's  a  landmark  case, 
though.  The  "coincidental"  writing  of 
letters  is  widely  believed  to  be  one 
way  some  travel  agents — there  are 
over  27,000  nationwide — exert  con- 
siderable influence  even  over  billion- 
dollar  airlines  like  United  (Forbes, 
Oct.  7,  1985). 

But  that's  not  the  only  reason  the 
agents  are  so  agitated  about  AACP's 
discount  scheme.  Cruises  are  the 
most  profitable  item  (in  dollars  per 
ticket  sold)  handled  by  retail  travel 
agents.  And  this  latest  competitive 
attack  comes  at  a  time  when  the  larg- 


est part  of  their  business,  air  travel, 
has  turned  sour,  with  cutthroat  fare 
wars  cutting  severely  into  agents' 
commissions.  The  agents,  therefore, 
are  getting  pretty  worried  about  hang- 
ing on  to  every  profit  dollar. 

Absent  price  wars,  prospects  for  the 
cruise  line  business  seem  rosy.  Even 
though  the  average  three-night  cruise 
ticket  costs  considerably  more  than 
airfare  and  hotel  charges  for  the  same 
time  spent  at  the  same  destination, 
cruise  volume  is  growing.  Industry 
surveys  show  that  once  they  have 
tried  a  cruise  holiday,  the  vast  major- 
ity of  passengers  go  again.  And,  eyeing 
those  19  out  of  20  adults  who  have 
never  taken  a  cruise,  the  industry  fig- 
ures the  market  is  big  and  still  mostly 
untapped.  "It's  more  an  under-de- 
mand  problem  than  an  overcapacity 
problem,"  says  Dickinson. 

Regardless  of  what  happens  in  the 
AACP  suit,  the  cruise  lines  must 
eventually  realize  that  they  have  to 
compete  on  price  with  the  growing 
array  of  inexpensive  packaged  tours 
now  available  to  vacationers.  Until 
now,  the  industry's  anachronistic  at- 
titude seems  to  have  been  that  if  you 
had  to  ask  what  a  cruise  cost,  you 
couldn't  afford  to  go.  Even  Carnival's 
Dickinson  says  with  resignation: 
"The  business  has  been  growing  at 
6%  to  7%  a  year  despite  itself."  ■ 
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With  the  stock  market  way  up  and  many 
corporations  overloaded  with  debt,  the  day 
of  debt-for-equity  swaps  is  nearly  over. 
What's  the  new  game  going  to  be? 

The  return  of  the 
mighty  multiple? 


By  Geoffrey  Smith 


20% 


I MUST  THINK  OF  SOMETHING 
quickly,"  says  Woody  Allen  to  a 
fair,  complaisant  lady  as  he  fum- 
bles with  the  lock  on  her  chastity 
belt.  "Before  you  know  it  the  Renais- 
sance will  be  here  and  we'll  all  be 
painting." 

In  the  spirit  of  the  Woody  Allen 
movie,*  Forbes  advises 
lovers  of  leveraged 
buyouts  and  debt-for-eq- 
uity takeovers  to  get  a 
move  on.  Their  day  is 
waning,  and  a  new  trend 
is  aborning. 

No  more  mergers?  No 
more  takeovers?  Nothing 
so  drastic  as  that.  But 
with  the  Dow  Jones  in- 
dustrials at  1800,  stocks 
arc  no  longer  cheap,  and  it 
doesn't  make  as  much 
sense  as  it  formerly  did  to 
replace  equity  with  debt. 
Now,  with  many  stocks 
selling  at  handsome  pre- 
miums over  book  value, 
common  stocks  and 
debt/equity  hybrids  are 
becoming  a  more  attractive  currency 
for  takeovers  and  straight  debt  less  so. 

Listen  to  William  Simon,  Treasury 
Secretary  in  the  Nixon  and  Ford  Ad- 
ministrations and  now  one  of  the 
most  successful  leveraged  buyout  art- 
ists: "When  we  started  in  the  late 
Seventies,  you  could  buy  underlying 
assets  from  corporations  at  40%  to 
50%  of  book  value.  We  wanted  good 
earning  assets  that  could  support  the 
debt  we  were  going  to  put  on  them, 
and  could  resist  a  downturn  in  the 


economy  if  it  occurred — which,  of 
course,  it  did.  But  now  people  are  pay- 
ing 150%  to  200%  of  book  value  and 
calling  them  leveraged  buyouts." 

The  bargains  are  drying  up,  and  the 
borrowed  money  is  getting  harder  to 
come  by.  The  long  trend  toward  debt- 
for-equity  swaps  has  helped  shrink 
outstanding  common  stocks  by  no 
less  than  $500  billion  in  the  last  five 


Risky  junk 


As  long-term  Treasury  yields  fall,  junk  yields  remain  high, 
reflecting  the  rising  risk  in  debt  takeovers.  Add  in  tax 
changes  and  stock  deals  may  not  be  far  behind. 


Monthly  average  yieid-to-maturity 
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Source:  Salomon  Brothers:  Treasury  Department 


'Everything  You  Alu  ms  Wanted  to  Know  Alx>ut  Sex 
(But  Were  Afraid  to  Ask) 


years  and  has  left  much  of  U.S.  indus- 
try heavily  in  debt.  People  are  starting 
to  worry  about  all  this  debt.  One  mea- 
sure of  that  nervousness  is  the  un- 
precedented spread  between  long- 
term  Treasury  interest  rates  and  junk 
bond  rates  (see  chart).  "People  started 
backing  away  from  debt-financed 
LBOs  just  two  months  ago,"  says  Et- 
tore  Barbatelli,  president  of  Valuation 
Research  Corp.,  who  has  worked  on 
many  recent  megamergers.  Barbatelli 
thinks  lenders  are  getting  nervous. 

Proposed  changes  in  the  tax  code 
could  also  sharply  reduce  the  tax  ad- 
vantages of  debt  takeovers,  which 


have  been  handsomely  subsidized  by| 
the  American  taxpayer  (in  part  be- 
cause interest  on  debt  is  deductible 
for  income  tax  purposes  while  divi- 
dends are  not).  The  threat  of  loss  of 
tax  advantages  alone  is  already  having) 
a  chilling  effect.  "I  don't  think  the  tax 
code  changes  will  be  neutral  in  terms  | 
of  acquisitions,"  says  Peat  Marwick's 
merger  and  acquisition  chief,  Stephen! 
Blum,  "and  uncertainty  about  that  is 
making  people  hang  back." 

Bill  Simon  is  among  those  holding 
back  these  days.  Simon  recently  de-| 
clined  to  participate  in  a  large  institu- 
tional LBO  fund.  "An  awful  lot  of  | 
companies  are  being  purchased  today 
with  debt  that  cannot  be  sustained  in 
a  downturn  in  our  economy.  This  eu- 
phoria we're  going  through  right  now 
will  not  go  on  forever." 

Royal  Little,  founder  of  Textron 
and  still  active  as  a  merger  consultant 
at  90,  also  cautions  against  what  he 
feels  is  an  overpriced  LBO  market: 
"Prices  are  too  damned  high  on  every- 
thing. You  can't  buy  anything  good 
for  less  than  10  or  15  times  earnings ; 
these  days.  That's  tough  if  you're  buy- 
ing with  debt,  not  stock,  because  with 
debt  you  still  pay  interest  in  an  eco- 
nomic downturn. 

"If  I'm  right,"  Little 
adds,  "that  there's  going 
to  be  an  economic  down- 
turn no  later  than  mid- 
1987,  you're  going  to  have 
real  problems  with  these 
highly  leveraged  firms." 

Little  should  be  listened 
to.  He  virtually  invented 
the  game  of  takeovers  and 
restructuring.  Little's 
proxy  fight  for  American 
Woolen  Co.  in  the  early 
1950s  was  a  classic. 
American  Woolen  was 
losing  $1  million  a  month 
in  aging  northeastern 
mills,  but  he  saw  value  in 
its  immense  tax-loss  car- 
ryforward and  cash  hoard, 
which  he  could  use  to  fund  acquisi- 
tions and  then  shelter  their  earnings. 

If  the  debt-for-equity  craze  is  end- 
ing, what  will  the  next  game  be? 
Stock-for-stock  takeovers  will  proba- 
bly come  back  into  fashion.  These  are 
likely  to  involve  swapping  of  stocks 
that  sell  at  a  premium  earnings  multi- 
ple or  well  over  book  value  against 
stocks  that  sell  at  below-average  P/Es 
or  at  a  discount  from  book.  "There 
will  always  be  someone  who  sees 
more  value  in  your  assets  than  you," 
says  Peat  Marwick's  Stephen  Blum. 

Straw  in  the  wind:  "There's  been  an] 
awful  lot  of  interest  in  poolings  in  just 
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Bodine 
Assembly  Systems 

More  companies  in  more  countries 
use  Bodine  Assembly  Systems 
than  any  other  in  the  world. 

Let  us  tell  you  why. 


-  THE  BODINE  CORPORATION  •  P.O.  BOX  3245  •  BRIDGEPORT,  CT  06605 
 (203)  334-3107  


wins 


Bodine 


Assembly  Systems  That  Make  Money. 


Some  Straight  Talk  About  Factory  Automation. 

In  a  world  bedazzled  by  talk  of  factory  automation,  it's 
easy  to  overlook  the  realities  of  manufacturing.  Assem- 
bly is  the  most  difficult  of  all  manufacturing  processes 
to  automate.  Successful  implementation  of  automatic 
assembly  involves  not  only  the  use  of  existing  and 
emerging  technology,  the  tools  of  automation,  but  also 
a  sympathy  for  the  available  human  resources,  the 
parts  variations,  and  maintenance  skills  found  on  the 
factory  floor. 

In  short,  experience  in  assembly  mechanization  is  ab- 
solutely essential  to  success. 

Bodine  -  The  World's  Most  Experienced 
Builder  of  Automatic  Assembly  Systems. 

Bodine  machines  built  in  our  plant  in  Bridgeport,  Con- 
necticut, together  with  those  built  by  our  licensees  in 
Europe  and  Japan  are  currently  operating  in  Canada, 
Japan,  England,  Germany,  Norway,  Ireland,  Australia, 
Mexico,  Italy,  Belgium,  Puerto  Rico  as  well  as  every- 
where in  the  United  States.  Continuous  cross  exchange 
of  technical  information  between  our  plants  insures 
that  our  machines  are  competitive  in  a  world  market. 
The  scope  of  our  experience  is  available  to  you. 

Bodine  Assembly  Systems  are  Affordable. 

Payment  terms  can  be  matched  to  your  budget.  But 
more  importantly,  the  simple  rugged  dependability  of 
Bodine  modular  construction  will  dramatically  reduce 


operating  and  maintenance  costs.  High  up-time  and 
low  maintenance  have  made  them  the  choice  of  experi- 
enced operators  around  the  world. 

Bodine  Assembly  Systems  are  Appropriate 
to  your  Plant  Environment. 

Assembly  systems  operate  on  the  factory  floor.  Their 
design  must  be  matched  to  the  resources  available  at 
that  site.  Whatever  your  environment,  sophisticated  or 
simple,  we  can  configure  your  system  to  your 
resources. 

Bodine  Experience  is  Available  at 
Every  Step  of  your  Automation  Program. 

Bodine  is  prepared  to  assist  you  at  every  step  of  your 
program  from  design  concept  all  the  way  to  full  pro- 
duction. We  will  help  you  keep  your  project  on  time, 
within  budget  and  profitable. 

Why  not  call  our  Senior  Vice  President,  Frank  J.  Riley  at 
(203)  334-3107.  Let  him  outline  how  we  can  help  you. 


Miim 

Modular,  flexible  systems  incorporating  over 
half  a  century  of  success  in  automatic  assembly. 

THE  BODINE  CORPORATION  •  P.O.  BOX  3245  •  BRIDGEPORT,  CT  06605 


Paper  chases  and  the  real  thing 


Osborn  Manufacturing  in  an  old  photo  (left)  and  today 
All  that  has  changed  is  the  balance  sheet. 


Back  in  1967  there  was  a  little 
company  with  $16  million  in 
sales  called  Osborn  Manufacturing 
out  in  Cleveland.  It  had  no  debt,  a 
10%  return  on  equity  and  a  leading 
market  position  in  rotary  brushes 
used  for  finishing  off  the  rough 
edges  on  machined  metal  parts.  For 
estate  purposes  the  controlling 
family  sold  Osborn  in  a  stock  swap 
to  paintmaker  Sherwin-Williams, 
which  was  starting  to  make  con- 
glomerate acquisitions. 

Alas,  Osborn  had  not  found  a 
permanent  home.  Several  years  lat- 
er, Sherwin-Williams  decided  to 
deconglomerate  and  sold  Osborn 
to  machine  tool  maker  Giddings  & 
Lewis.  Then  Giddings  &.  Lewis, 
and  Osborn  along  with  it,  fell  prey 
to  a  hostile  takeover  from  a  con- 
glomerate called  AMCA  Interna- 


tional Corp.,  controlled  by  Canadi- 
an Pacific  Ltd.  In  January  AMCA 
sold  Osborn  and  two  of  its  other 
divisions  to  their  managers  in  a 
leveraged  buyout. 

Twice  conglomerated,  decon- 
glomerated,  taken  over  and  LBO-ed 
— after  the  dealmaking  in  equity 
markets  and  debt  markets,  Osborn 
still  makes  rotary  brushes  on 
Cleveland's  Hamilton  Avenue  and 
still  is  the  leading  factor  in  that 
market.  About  all  that  has  changed 
is  its  once-clean  balance  sheet.  To- 
day Osborn  is  part  of  an  LBO  that 
has  a  44-to-l  debt-to-equity  ratio. 

Result?  A  lot  of  investment 
bankers  have  made  lots  of  money 
bundling  the  baby  back  and  forth. 
And  Osborn 's  managers  have  had 
to  put  up  with  lots  of  stomach- 
wrenching  uncertainty. — G.S. 


the  last  few  months,"  reports  David 
Goodrich  of  Coopers  &  Lybrand,  the 
big  accounting  firm.  It  was  "pooling 
of  interests"  accounting,  permitted  in 
a  tax-free  stock  swap,  that  powered 
the  conglomerate  takeover  wave  of 
the  Sixties.  A  buyer  could  add  the 
acquired  company's  earnings  to  his 
own  bottom  line  as  soon  as  the  deal 
was  done,  and  take  over  his  assets  at 
existing  book  value  without  having  to 
mark  them  up  to  a  new  market  value 
(which  would  have  punished  reported 
earnings  with  higher  depreciation 
charges).  Any  premium  he  paid  over 
book  value  simply  disappeared,  since 
market  value  of  the  stock  was  not 
recorded  and  therefore  no  goodwill 
was  created.  The  acquisitor  needed 
those  earnings  hypes  in  order  to  show 
rapidly  escalating  earnings  and  thus 
sustain  the  high  price/earnings  multi- 
ple that  made  acquisition  of  low-mul- 
tiple stocks  so  cheap.  While  the  use  of 
pooling  in  hostile  takeovers  has  since 
been  restricted,  the  technique  still 
has  wide  applicability. 

Takeover  artists  depending  on  debt, 


not  equity,  have  a  different  need — 
cash,  not  paper  earnings — and  have 
been  using  a  technique  that  is,  in  ef 
feet,  the  reverse  of  pooling  accounting 
to  meet  it.  The  technique  grows  out  ol 
the  now-famous  "General  Utilities 
Doctrine,"  a  loophole  in  the  tax  law 
currently  under  attack  in  Congress 
which  permits  acquisitors  to  depreci 
ate  the  new  market  value  of  acquired 
assets  (including  intangibles  except 
goodwill)  without  having  to  pay  taxes 
on  the  writeup  of  all  those  assets 
Eliminate  General  Utilities  and  you 
have  the  effect  of  double  taxation 
You  forfeit  a  new  round  of  deprecia- 
tion (otherwise  you  would  pay  a  full 
tax  on  the  acquired  company's  asset 
appreciation),  and  you  face  recapture 
of  the  old  depreciation. 

There's  a  cynical  old  saying  on  Wall 
Street:  "If  the  ducks  are  quacking 
feed  them."  Not  so  long  ago,  people 
didn't  want  shares;  they  wanted  cash 
Takeovers  were  done  for  cash  on  bor 
rowed  money.  Today  stocks  are  popu 
lar  again.  So  takeovers  will  be  done 
with  stock.  It  is  inevitable.  ■ 


FORBES,  APRIL  21,  1986 


When  you  are  dealing 
with  something  quite  extraordinary 
price  somehow  seems  irrelevant  or 
even  irreverent.  Indeed,  for  those 
who  appreciate  fine  Scotch, 
Johnnie  Walker  Black 
is  priceless 


Johnnie  Walker 
Black  Label  Scotch 

YEARS  f\  OLD 
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'85  conferrals  at  University  Collese,  Dublin  Ireland  produces  over  8,000  3raduat.es  annually. 

THE  IRISH:  HIRE  THEM 
BEFORE  THEY  HIRE  YOU. 


fact  that  Ireland  produces  more  computer  science 
luates  per  capita  than  the  US;  spends  more  (as  a 
:entase  of  GDP)  on  education  than  Britain  or  Japan. 

I  no  surprise  to  find  Irish  manasers  amons  senior 

:utives  in  top  international  companies. 

/ever,  the  best  way  to  set  your  share  of  Irish  talent  is 

icate  in  Ireland.  You'll  be  in  good  company, 

r  300  US  manufacturing  and  service  industry 

ipanies  have  already  done  so. 

nd.  Home  of  the  Irish.  The  young  Europeans. 
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WE  RE  THE 

YOUNG  EUROPEANS'.' 


Security  Pacific  is  blessed  with  a  chairman 
of  vision  and  drive,  but  the  competition  is 
tougher  than  it  used  to  be. 


Gambling  man 


By  John  Heins 


1IKE  ANY  CHIEF  EXECUTIVE  Worth 
_  his  car  and  driver,  Security  Pa- 
I  cific  Corp.'s  Richard  Flamson, 
57,  is  a  betting  man.  When  he's  down 
a  few  strokes  on  the  golf  course,  Flam- 
son  likes  to  up  the  stakes,  banking  on 
a  comeback  victory.  "He  loves  to 
gamble,"  says  William  Ford,  a  bank 
holding  company  vice  chairman  and 
Flamson's  occasional  golf  partner. 

In  business,  "gambling"  is  not  a 
nice  word,  but  "risk-taking"  is.  Back 
in  the  office — the  chairman's  suite  at 


downtown  Los  Angeles  headquar- 
ters— Flamson  shows  the  same  will- 
ingness to  take  risks  as  on  the  golf 
course,  when  he  thinks  the  odds  are 
favorable.  Once  known  as  "Security 
Pathetic"  for  its  meager  earnings  and 
reluctance  to  risk  capital,  Security  Pa- 
cific now  underwrites  Eurodollar  debt 
securities,  makes  consumer  loans  in 
Spain  and  lends  to  middle-market 
companies  in  Macao  and  Kuala  Lum- 
pur. The  holding  company  has  offices 
in  47  states  and  23  foreign  countries. 
It  owns  the  U.S.'  fourth-largest  dis- 
count brokerage  business  and  has 


seats  on  the  New  York  and,  through 
its  83%  ownership  of  Hoare  Govett 
Ltd.,  the  London  stock  exchanges. 
Last  year  it  bought  a  West  German 
consumer  finance  company  and  a  Ca- 
nadian commercial  bank. 

Are  the  risks  taken  on  from  this 
diversification  paying  off?  Yes.  Secu- 
rity Pacific's  assets  have  grown  from 
$22  billion  in  1978,  when  Flamson 
took  command,  to  $53.5  billion  at  the 
end  of  1985.  Return  on  equity  has 
averaged  16.1%  over  the  last  five 
years,  which  surpasses  all  other  major 
West  Coast  banks  and  U.S.  multina- 
tional lenders.  Most  of  the  profits  now 
come  from  commercial  and  consumer 
finance,  leasing,  venture  capital  and 
other  nonbanking  businesses. 

However,  no  business  can  count  on 
its  competitors  to  stand  still  and  let  it 
retain  an  advantage  for  long.  Just  as 
there  are  now  signs  the  worst  is  over 
at  BankAmerica  Corp.,  so  there  are 
signs  that  Security  Pacific  is  having 
its  problems.  Return  on  equity,  for 
example,  was  15.3%  last  year — 
healthy,  but  down  from  nearly  1 7%  in 
1982.  Return  on  assets  also  fell  (see 
chart,  p.  48).  Loan  losses  were  chiefly 
to  blame,  but  so  was  the  cost  of  con- 
tinuing to  branch  out  into  nontradi- 
tional  areas.  Meanwhile,  return  on  eq- 
uity rose  last  year  for  local  competi- 
tors Wells  Fargo  &  Co.  (to  13.5%)  and 
First  Interstate  Bancorp.  (13.1%).  Citi- 


Security  Pacific's  Richard  Flamson 

Even  the  best  companies  can't  rest  long  on  their  laurels. 


Jem  Mcnik-nhall 
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What  a  drag  it  is  getting  old,  somebody 
:e  said. 

On  the  other  hand,  consider  somebody  who 
es  maturity  in  the  new  Saab  9000. 

At  the  very  moment  you're  fulfilling  familial 
ponsibilities  by  getting  a  car  with  lots  of  leg- 
im  and  headroom  and  storage  space 
lough  cubic  feet  to  be  designated  a 
:ge"  car  by  the  EPA),  you've  also  got 
rour  hands  a  car  with: 

A  16-valve,  intercooled,  turbo- 
irged  engine  that  goes  from  0  to  60  in 
dly  any  seconds  (well,  actually  7.6 
:ording  to  Road  &  Track  and  7. 7  ac- 
ding  to  Car  and  Driver);  a  suspension 
stem  that  keeps  a  car  to  the  road  like 
sntipede;  a  gearbox  whose  throws 
short,  swift,  and  sure;  a  steering 
1  braking  philosophy  fully  appropriate 
rally  cars;  and  an  approach  to  putting  all  those 
parate  elements  together  that  creates  what  has 
in  for  35  years  the  wonderfully  idiosyncratic 
ib  driving  experience. 

At  the  same  time,  you're  comfortable  (seats, 
idrests,  seat  belts  that  adjust  almost  any  which 
y)  and  protected  from  the  elements  (Automatic 
mate  Control,  with  a  computer  that  keeps  the 
nperature  precisely  where  you  want  it),  you're 
o  stimulated  mentally  and  physically  by  the  feel 


of  the  road.  You're  not  turned  into  a  marshmallow 
by  all  the  luxury.  Rather,  each  "appointment"  aims 
to  make  you  a  better,  safer,  more  interested  driver. 

The  aim  of  the  new  Saab  9000  is  not  to  help 
you  age  gracefully.  That's  for  those  ponderous 
monstrosities  called  "luxury"  cars. 


And  the  aim  is  not  to  put  you  into  a  second 
childhood,  either.  That's  for  those  decaled  contriv- 
ances called,  well,  whatever  they're  called. 

The  aim:  a  car  that  is,  at  the  same  time,  the 
car  you  want  and  the  car  you  need,  and  the  car 
you  can  afford.  If  the  new  Saab  9000  does  all  that, 
it  will  be,  believe  it  or  not,  an  automotive  first. 


The  most  intelligent  cars  ever  built. 


price  for  the  Saab  9000  with  5-speed  transmission  is  $22. 145.  The  Saab  9000  with  a  Leather  Package  consisting  of  leather  seating  surfaces,  electric  tilt  I slide  tinted  glass  sunroof 
'og  lights  is  $23,945.  Manufacturer's  suggested  retail  prices.  Not  including  taxes,  license,  freight,  dealer  charges  or  options. 


In  the  National  Football  League,  clubs  always  search  for  a  competitive  edge, 
i  their  choice  of  plays.  And  in  their  choice  of  players.  "In  choosing  a  league- wide 
omputer  system,"  says  John  Schoemer,  NFL  Treasurer  and  CFO,  "we  looked 
)r  a  vendor  who  could  provide  the  instantaneous,  controlled  and  secure  com- 
lunications  we  needed.  A  communications  network  that  helps  keep  clubs  com- 
etitive  by  making  information  available  to  each  one  simultaneously.  Digital  came 
ut  on  top." 

At  NFL  headquarters,  Digital  computers  store  such  up-to-the-minute  data  as 

'A  communications 
network  to  give  all  28 
NFL  clubs  instantaneous 
information  on  more  than 
two  thousand  players!' 

Dday's  complex  player  contracts,  their  complete  performance  stats  and  their 
variability.  Clubs  can  access  it  all  via  their  own  Digital  computers.  "Digital  Field 
ervice  teams,"  notes  Mr.  Schoemer,  "are  already  linking  clubs  onto  the  network." 

According  to  Mr.  Schoemer,  Digital's  style  of  computing  excelled  in  the  three 
reas  most  crucial  to  the  NFL.  "For  communications,  an  open-ended  growth  path 
nd  an  abundance  of  available  software,  there  was  one  clear  winner  -  Digital." 

To  get  your  competitive  advantage  now,  write  to: 
>igital  Equipment  Corporation,  200  Baker  Avenue,  West 
ioncord,  MA  01742.  Or  call  your  local  sales  office. 


>igital  Equipment  Corporation  19H6  Digital  and  the  Digital  logo  are  trademarks  of  Digital  Equipment  Corporation 
If  L  Properties,  Inc.  1984. 


Back  toward  the  pack 


Once  far  above  the  crowd  in  profitability,  Security  Pacific  has  lost 
ground  in  recent  years  to  its  two  closest  competitors.  Its  worldwide 
expansion,  moreover,  has  not  come  cheaply.  While  Security  Pacific's 
aggressive  international  and  energy  lending  has  resulted  in  faster  loan 
loss  growth,  Wells  Fargo  and  First  Interstate  have  placed  more  emphasis 
on  the  California  market,  with  success. 

Big  expenses  (annual  percentage  increase  in  noninteresl  expense) 


32% 

28 

Wells  Fargo 

24 
20 

/  \ 

First  Interstate 

16 


Bed  loans  (Net  loan  writeoffs  as  a  percent  of  average  loans  and  leases) 
1.1% 


Return  on  average  assets 

0.72% 


Return  on  average  total  equity 
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corp  earned  14.2%  on  equity. 

Note  this:  Earnings  from  Securitj 
Pacific's  basic  banking  business  flat] 
tened  several  years  ago  and  are  novj 
being  hurt  by  bad  energy,  agricultun 
and  international  loans.  Net  inconu 
would  have  fallen  in  each  of  the  las 
two  years  but  for  an  $80  million  ganj 
in  1984  on  the  sale  of  the  headquar 
ters  building  and  a  $41  million  gau 
last  year  on  the  sale  of  equity  securi 
ties  from  the  company's  venture  capi 
tal  portfolio.  Meanwhile,  Flamson' 
expensive  global  capital  markets  sys 
tern,  95%  in  place,  now  must  work-J 
and  do  so  against  such  opponents  a| 
Salomon  Brothers  and  Goldman] 
Sachs,  not  to  mention  $174  billion 
(assets)  Citicorp  and  some  tough  Euj 
ropean  and  Japanese  contenders. 

For  past  performance,  Flamson  ge«| 
high  grades.  But  can  Security  Pacifio 
keep  pace  with  its  reviving  Californii 
competitors?  While  Security  Pacifit 
made  its  mark  by  spreading  beyoni) 
California  and  overseas,  the  competii 
tors  seem  to  be  refocusing  on  the  baj 
sic  California  market.  Competitioi) 
for  California's  $185  billion  deposi 
base,  second  only  to  New  York's,  haj 
intensified.  Wells  Fargo  Chairmaij 
Carl  Reichardt,  for  example,  has  con 
centrated  his  efforts  on  building  i 
strong  California-oriented  retail  ban« 
(Forbes,  July  2, 1984).  When  Reichard 
agreed  to  pay  London's  Midland  Banll 
Pic.  $1.1  billion  for  Crocker  Nationaj 
Corp.  in  February,  he  stuck  Midland 
with  most  of  Crocker  National's  baa 
foreign  and  domestic  loans  while* 
picking  up  a  $15  billion  deposit  basei 
mostly  retail  and  in  California.  Tha( 
move  will  push  Security  Pacific  to 
third  place  in  customer  deposits  in 
the  state,  behind  Bank  of  America  ano 
Wells,  and  doubles  Wells'  market 
share  in  southern  California,  Security 
Pacific's  primary  market.  Admits 
Flamson  of  the  Wells/Crocker  deal 
"The  best  bank  acquisition  deal  I've 
seen  done." 

Other  mergers,  too,  threaten  td 
flank  Security  Pacific.  First  Interstate 
(assets,  $49  billion)  has  strengthened 
its  California  retail  operations  and) 
last  month,  made  a  friendly  offer  foj 
BofA,  which  was  declined. 

Flamson  himself  has  been  on  the 
acquisition  trail.  He  agreed  last  Au 
gust  to  pay  2.6  times  book,  $480  rmT- 
lion,  for  $3.9  billion  (assets)  Arizona 
Bancwest  Corp.,  parent  of  Arizona's1 
third-largest  bank.  He  is  interested  in 
a  merger  in  the  Pacific  Northwest  and 
also  wants  to  expand  in  California! 
"We  have  to  keep  our  eyes  open  foi 
every  opportunity  to  expand  our  busil 
ness  in  California,"  says  Flamsonj 
"Overall,  we  have  about  3  million" 
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Pan  Am's  South  America. 
More 747'sTb  More  Gties. 

And  The  Only  Business  Class  With  6-Across  Seating 


Pan  Am  now  flies  only  747  s  from  New  York  and  Miami 
Rio,  Buenos  Aires,  Sao  Paulo,  Santiago,  Caracas  and 
ontevideo.  That's  more  747  service  than  any  other  airline. 

And  each  one  of  our  747's  offers  three  classes  of  service, 
eluding  First  Class,  with  its  luxurious  Sleeperette® 
ats  and  superior  comfort.  And  Clipper® 
ass — the  only  Business  Class  to  South 
nerica  that  offers  the  extra  room  and 
ivacy  of  six-across  seating. 

Pan  Am  to  South  America, 
ore  747  service  from  the  airline 
at  gives  you  more. 

For  reservations  or  infor- 
ation  call  your  Travel 
;ent,  Corporate  Travel 
?partment  or  Pan  Am 
1-800-221-1111. 


Pan  Am  lb  South  America. 
You  Cant  Beat  The  Experience." 


customers  now.  We'd  like  to  get  that 
to  4  million  or  5  million." 

Flamson,  however,  remains  heavily 
committed  to  doing  business  in  areas 
beyond  traditional  banking.  It  shows 
in  the  numbers.  Wells'  nonintcrest 
expenses  have  climbed  just  4%  per 
year  since  1982,  but  Security  Pacific's 
have  surged  17%  annually,  to  $1.8 
billion  last  year  (see  chart). 

A  significant  part  of  that  cost  esca- 
lation comes  from  the  high  salaries 
necessary  to  attract  the  Wall  Street 
specialists.  Helen  Peters,  38,  a  former 
Merrill  Lynch  vice  president,  arrived 
at  Security  Pacific  last  September. 
She  heads  Flamson's  new  Financial 
Strategies  group,  which  will  develop 
computer-based  asset/liability  man- 
agement strategies  for  Security  Pacif- 
ic and  its  institutional  clients.  Peters, 
who  brought  14  Merrill  Lynch  people 
with  her,  reportedly  makes  $500,000 
a  year — exceeded  at  the  holding  com- 
pany level  only  by  Flamson  and  Presi- 
dent George  Moody. 

You  can  imagine  the  grumbling 
these  celebrity  salaries  cause  in  the 
ranks  of  the  commercial  bankers,  on 
whom  Flamson  must  depend  to  keep 
his  traditional  business  from  slipping 
to  Wells,  First  Interstate,  Bof  A  and  the 
big  out-of-state  banks  now  establish- 
ing their  California  beachheads. 

Sure,  one  must  spend  money  to 


make  it.  But  the  thirst  for  nonbank 
profits  cost  Security  Pacific  some 
valuable  commercial  banking  busi- 
ness last  year,  after  Security  Pacific's 
capital  markets  gunslingers  agreed  to 
help  Boone  Pickens  finance  his  attack 
on  Unocal,  a  longtime  Security  Pacific 
client.  Unocal  Chairman  Fred  Hartley 
was  so  furious  that  he  used  Manufac- 
turers Hanover  as  lead  bank  when  Un- 


You  can  imagine  the 
grumbling  these  celebrity 
salaries  cause  in  the  ranks 
of  commercial  bankers  who 
must  keep  Flamson's 
traditional  business  from 
slipping  away. 


ocal  refinanced  its  public  debt  with  a 
$3.3  billion  line  of  bank  credit  in  Octo- 
ber. Security  Pacific  earned  not  a  dime 
in  fees  or  interest  on  the  refinancing. 
Security  Pacific  is  also  being  sued  for 
$477  million  because  of  its  role  as 
clearing  agent  for  bankrupt  Bevill, 
Bresler  &  Schulman  Asset  Manage- 
ment. (Security  Pacific  has  asked  that 
the  case  be  dismissed.)  It  was  also  the 
main  lender  to  California's  Technical 
Equities  Corp.,  now  in  Chapter  1 1 . 

Robert  Smith,  the  Security  Pacific 
vice  chairman  in  charge  of  the  capital 


markets  businesses,  argues  that  de- 
spite such  setbacks  investment  bank- 
ing will  pay  off.  "Now,"  he  says,  "we 
can  give  our  clients  a  loan  directly, 
make  a  loan  and  sell  it,  raise  funds  for 
them  in  Europe,  raise  the  funds  in 
another  currency  and  swap  it.  Just 
about  the  only  thing  we  can't  do  yet  is 
underwrite  and  distribute  corporate 
debt  and  equity  in  the  U.S."  Smith 
expects  his  businesses,  which  re- 
turned a  dismal  0.24%  on  assets  in 
1985,  to  earn  $100  million  this  year. 

After  record  net  loan  writeoffs  last 
year  of  $353  million,  Security  Pacific's 
nonperforming  assets  have  leveled  at 
around  $1.3  billion.  But  the  bank  still 
has  some  $1.5  billion  in  energy  loans 
on  the  books.  If  oil  averages  below  $13 
for  the  year,  Flamson  concedes  credit 
losses  probably  won't  improve  much. 
Last  month's  bankruptcy  of  drilling  rig 
supplier  Smith  International,  Inc.  left 
Security  holding  nearly  $27  million  in 
questionable  paper. 

So,  has  Security  Pacific's  risk-tak- 
ing been  for  nothing?  Not  at  all.  But 
the  market  seems  to  favor  those  less 
opportunistic.  Security  Pacific's 
stock,  at  around  38,  trades  at  only  8 
times  expected  1986  earnings.  Wells 
Fargo  sells  for  9.4  times  earnings,  First 
Interstate  at  8.7  times.  In  business 
today,  even  in  the  banking  business, 
no  one  can  rest  long  on  his  laurels.  ■ 


If  thisisallyou  knowabout  Goleman, 


you're  out  inthe  cold 


Most  people  know  Coleman  makes  lanterns.  What  they  don't  know  is  we  also  make  heat 
pumps,  furnaces,  and  air  conditioning.  Some  of  the  most  efficient,  cost  effective  in  the 
world.  For  more  surprises.call  1-800-521-4900.  ext.50  (in  MN,  1-800- 642-2800, ext.  50). 


NYSE  symbol:  CLN 
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Krupp  engineering  for  excellence 


Raw  material  for 
architectural  dreams  - 
from  cement  plants  built 
by  Krupp. 


Elegance 
in  the 
sand. 


ne  of  Germany's  biggest 
port  contracts  since  1983 
in  its  final  stages.  Krupp 
Jysius*  is  completing  the 
cth  production  line  for  the 
rgest  cement  plant  in  the 
abian  peninsula,  near 
/adh. 

upp  plant  has  provided  the 
w  material  for  many  of  the 
)Hd's  most  elegant  civil  engi- 
ering  structures.  They  include 
eathtaking  architectural 
asterpieces  such  as  Riyadh 
port  and  these  minaret-like 
jter  towers  in  Kuwait. 

upp  is  a  leading  manufac- 
er  of  complete  production 
:ilities  for  the  cement  indus- 
i  Handed  over  turnkey  to 
stomers  around  the  globe. 
I  from  a  single  source. 
Dm  raw  materials  extraction 
electronic  process  control. 


nore  information  on 
'P  Polysius  cement  plants  contact 
iius  Corporation,  180  Interstate  North, 
500,  Atlanta,  GA  30339. 


Plants  capable  of  producing 
up  to  11,000  tons  daily.  Rotary 
kilns  the  size  of  a  road  tunnel, 
over  a  hundred  yards  long 
and  up  to  23  ft  wide. 

Our  plantand  machinery  for  the 
cement  industry  are  just  one 
example  taken  from  the  wide 
range  of  products  and  services 
bearing  the  name  Krupp.  From 
communications  technology  to 
pollution  control,  from  transpor- 
tation to  the  engineering  and 
construction  of  industrial  plants. 

<&  KRUPP 


Creative  dialogue  is  our 
springboard.  Krupp  engineers 
work  in  close  partnership 
with  customers  seeking  solu- 
tions to  the  problems  that  touch 
us  all. 

We  provide  the  advanced 
engineering  materials,  facilities 
and  systems  needed  for  speedy 
and  sustained  economic 
progress. 

Krupp. 

A  tradition  of  progress. 


Early  warning  system. 

Somewhere  a  spark  of  new  information  emits  an  impulse. 
Recognize  its  signal. 
Capture  it. 

Become  the  first  to  create  something  new  from  it,  and  you 
become  known  to  the  world  as  an  innovator. 

PPG's  corporate  strategy  is  founded  on  technology. 
In  our  current  markets,  we're  committing  our  resources  to  the 
development  of  "leapfrog"  technologies:  technologies  that 
are  not  just  months  ahead  of  the  competition,  but  years  ahead. 

We're  investing  $120  million  in  an  exciting  biotechnology 
research  venture,  whose  goals  are  both  the  creation  of  a  new  breed 
of  crop  protection  chemicals,  and  the  development  of  other  ideas 
filled  with  promise.  By  exploring  new  areas  of  vast  potential, 
PPG  is  opening  doors  to  exciting  new  opportunities  in  glass, 
chemicals,  fiber  glass,  coatings  and  resins— in  all  of  our  businesses. 

We're  out  to  make  our  competition  very  uncomfortable:  both 
in  markets  where  we've  traditionally  been  strong,  and  in  markets 
where  our  presence  is  a  little  unexpected. 

The  vision  to  scan  technical  horizons  for  innovative  ideas  has 
never  been  more  important.  Because  the  competition  has 
never  been  tougher. 


For  a  copy  of  our  Annual  Report,  write  to: 

PPG  Industries,  Inc.,  One  PPG  Place.  Department  LCM63. 

Pittsburgh,  PA  15272. 


Gospel  according  to  Eugene  Lang:  Money 
is  not  the  product;  it  is  merely  a  by-product. 


Giving  it  away  is 
the  best  revenge 


By  James  Cook 

I didn't  ever  want  to  be  big,"  says 
Eugene  Lang,  67,  president  of  New 
York  City's  Refac  Technology 
Development  Corp.  "I  wanted  to  be 
creative,  to  create  real  value — assets 
that  were  going  to  be  meaningful  to 
society  and  to  investors." 

That  he  has  accomplished — amply. 
Refac  is  an  international  licensing 
and  technology  transfer  company.  It 
licenses  U.S.  patents  abroad  and  for- 
eign patents  in  the  U.S.  It  also  some- 
times tries  turning  around  troubled 
high-tech  companies  (it  has  two,  at 
the  moment,  both  in  electronics),  and 
it  acquires  and  defends  patents 
against  infringement.  Its  businesses 
are  small,  and  its  income  consists 
mainly  of  royalties,  dividends,  equity 
interests  and  so  on. 

Lang  is  almost  a  pure  entrepreneur, 
more  interested  in  getting  things  go- 
ing than  in  following  them  through. 
He  got  into  the  licensing  business  35 
years  ago  when  he  ran  into  trouble 
trying  to  market  Refac's  Heli-coil  in- 
dustrial fastener  in  Europe.  "I  finally 
thought,"  he  says,  "if  I  had  that  prob- 
lem, other  small  high-tech  manufac- 
turers must  have  the  same  problem. 
So  I  decided  to  take  the  responsibility 
on  a  partnership  basis,  to  exploit  the 
knowhow  and  patents  of  small  high- 
tech companies  in  other  markets." 

A  U.S.  patent  on  a  spill-proof  buck- 
et conveyer,  for  instance,  material- 
ized as  a  manufacturing  licensee  first 
in  England  and  then  India  and  later  in 
a  joint  venture  in  North  Carolina. 
"We're  not  venture  capitalists,"  Lang 
says.  "We  put  together  a  viable  busi- 
ness-plan package  and  then  find 
someone  with  the  capital  and  entre- 
preneurial ability  to  realize  it." 

Refac's  latest,  and  maybe  its  great- 
est, triumph  is  the  success  in  validat- 


Refac's  Eugene  Lang 

How  to  projitfrom  patents. 


ing  inventor  Gordon  Gould's  patents 
for  gas  discharge  lasers  (used  in  oper- 
ating rooms  and  checkout  counters) 
after  27  years  of  litigation.  Refac  ac- 
quired Gould's  widely  infringed  pat- 
ents in  1975,  began  working  out  li- 
censing agreements  with  the  likes  of 
IBM,  AT&T  and  GM,  and  finally  es- 
tablished their  legal  validity  in  1984. 

To  save  the  high  cost,  in  both  mon- 
ey and  management  time,  of  litiga- 
tion, Lang  sold  Refac's  interest  in  the 
Gould  patents  to  Patlex  Corp.,  in  ex- 
change for  700,000  shares  in  Patlex 
and  a  20%  interest  in  future  royalties. 
Royalties  on  the  Gould  patents,  Lang 
says,  may  run  between  $20  million  to 
$30  million  a  year.  Refac's  share: 
maybe  $6  million  a  year. 

Lang  says:  "We've  become  the 
white  knight  of  the  disenfranchised 
entrepreneur.  When  a  big  corporation 
wants  to  infringe,  you  have  to  be  pre- 
pared to  invest  maybe  a  million  dol- 
lars in  legal  fees.  The  big  guys  will  not 


take  a  license  unless  you  give  it  away 
or  unless  you've  tested  your  patent. 
They  know  the  little  guy  isn't  going 
to  sue  them,  and  they  offer  him  a  few 
thousand  dollars."  Thus,  Lang  says: 
"The  little  guys  keep  coming  to  us. 
We're  fighting  in  the  big  leagues  for 
very,  very  big  bucks." 

The  Gould  patents  are  only  the  tip  > 
of  the  iceberg.  Refac  also  has  patents  | 
on  other  potentially  lucrative  innova-j 
tions.  These  include  the  compact  la- 
ser disk,  digital  time-display  devices 
and  the  equipment  and  systems  used] 
in  reading  encoded  credit  card  infor- 
mation at  automatic  teller  machines 
all  over  the  country.  Last  August  Re- 
fac filed  suit  against  39  manufactur- 
ers, sellers  and  users  of  ATMs,  includ- 
ing such  big  guns  as  NCR  and  TRW- 
Fujitsu.  "Where  we're  going  to  come 
out,  I  don't  know,"  says  Lang. 

Refac  earned  $866,000  in  1985  on 
revenues  of  $9.5  million.  Yet  its  4.3 
million  shares,  valued  at  $18  each  in 
their  o-t-c  market,  have  a  market  val- 
ue of  $74  million.  The  price  is  not  as 
rich  as  it  seems,  Lang  says:  "Price 
times  earnings  doesn't  mean  any- 
thing, because  I'd  rather  take  equity 
than  cash" — as  with  Patlex. 

"All  I  acquire  is  an  equity  in  a  piece 
of  paper — a  patent.  If  I'm  successful  in 
licensing  it  out  or  establishing  a  ven- 
ture, I  have  created  a  capital  value, 
but  you  can't  value  it.  All  I  have  is  an 
income  stream.  The  only  way  to  value 
it  properly  is  to  destruct  the  company 
and  sell  off  the  various  pieces." 

Even  so,  Refac's  earnings  stream  is 
beginning  to  rise.  As  a  result,  says 
Lang:  "Our  balance  sheet  is  one  that 
many  people  would  envy.  Plenty  of 
money,  very  liquid  [$4  million  in  cash 
or  equivalent].  The  time  has  come  to 
do  something  with  it.  We'll  want  to 
disgorge  those  two  electronics  subsid- 
iaries that  are  nearing  maturity,  build 
up  something  new  and  start  over 
again.  That's  what  the  creative  func- 
tion is  about — building  up  assets." 

Lang  personally  is  much  less  inter- 
ested in  building  assets.  His  34% 
holding  in  Refac  is  now  worth  over 
$20  million,  but  he's  already  given  a 
lot  away,  $15  million  over  the  last  ten 
years,  including  $8  million  to  Swarth- 
more  (Lang's  alma  mater)  and  $6  mil- 
lion to  Manhattan's  New  School  for 
the  new  Eugene  Lang  liberal  arts  col- 
lege. And  this  is  the  same  Eugene 
Lang  who  five  years  ago  offered  to  put 
a  group  of  Harlem  kids  through  col- 
lege if  they  qualify  (Forbes,  Alar.  24). 
"I'm  not  going  to  spend  my  life  build- 
ing my  wealth,"  Lang  says.  "I've  prov- 
en I  can  do  it,  and  I've  got  what  I  need, 
so  now  I  give  away  millions  every 
year.  That's  the  wine  of  life."  ■ 
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The  Dutch: 

Masters  of  European  Business 


\he  Dutch  masters  made  a  business 
(painting  the  corporation  photo, 
n  Rembrandt's  famous  "Night  Watch? 
s  the  story  goes,  the  artist  negotiated 
lis  payments  jrom  the  businessmen 
<ased  on  their  prominence  in  the 
minting.  Today,  that  same  business 
cumen  is  alive  and  well  in  the 
Netherlands,  resulting  in  one  of  the 
nost  trade-conscious  populations 
n  the  world  adept  at  the  art  of  business. 


Isk  a  Dutchman  for  directions,  and 
he  might  respond  in  Dutch,  English, 
German  or  French.  Ask  where  he 
es  and  he'll  tell  you  at  the  crossroads 
Europe-maybe  150  to  200  miles  from 
ussels  or  Bonn  and  a  one-hour  flight  to 
ris.  Ask  him  about  world  affairs  and 
'11  respond  as  only  a  Dutch-bom  trader 
uld,  citing  happenings  at  points  scattered 
>und  the  globe.  Ask  how  he  makes  his 


living,  and  he'll  tell  you  that  his  business 
taps  into  the  European  Common  Market, 
valued  in  excess  of  $3  trillion. 

When  all  the  questioning  is  done,  you'll 
discover  that  this  Netherlander  lives  in  a 
tiny  country  not  more  than  120  miles  wide 
by  230  miles  long,  which,  despite  its  size, 
boasts  some  of  the  largest  and  best-known 
companies  in  the  world-Philips,  Heineken, 
KLM,  Unilever,  AKZO,  DSM  and  Royal 
Dutch  Shell.  \bu'll  learn,  too,  of  some  not- 
so-well-known  companies  that  typify 
Holland's  new  esprit  de  corps-Pie  Medical, 
Indivers  and  Geveke  Electronics.  Probe 
deeper,  and  you'll  hear  the  story  of  the 
revitalization  taking  place  in  Holland  and 
of  how  the  country  is  reaching  far  beyond 
its  borders. 

Flanked  on  the  east  by  Germany,  on 
the  south  by  Belgium  and  across  the  North 
Sea  from  England,  Holland's  location  is 
its  richest  and  most  prized  resource.  Today, 
more  than  1,000  U.S.  and  160  Japanese 
companies  operate  subsidiaries  in  Holland, 
making  this  country  their  home  away 
from  home. 


The  New  Mood  of  Multinationals 
Philips  Leads  the  Way 

At  the  Philips  headquarters  in 
Eindhoven,  Dr.  Wisse  Dekker, 
president,  displays  a  glass  gavel  that, 
when  turned  from  side  to  side,  pictures 
the  Philips  Industries  logo  opposite  the 
rising  sun.  It  is  symbolic  of  a  new  mood 
spreading  throughout  Philips  and  other 
multinationals  in  Holland. 

Feeling  the  tightened  grip  of  worldwide 
competition,  many  of  Holland's  multi- 
nationals have  pared  their  work  forces, 
restructured  and  entered  into  joint  ventures 
to  help  them  compete  in  the  global  market- 
place. Perhaps  none  have  done  so  more 
than  Philips. 

With  more  than  $16  billion  in  revenues 
($200  million  in  net  income),  this  elec- 
tronics giant  ranks  26th  on  Fortune's  list  of 
the  largest  industrial  companies  worldwide. 
Philips'  brand  names  in  the  United  States 
include  Norelco  and  Magnavox.  Its  industry 
firsts  include  the  invention  of  the  audio- 
cassette  and  the  compact  disc  player.  After 
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Netherlands 


AT&T 


acquiring  Westinghousc's  lighting  division 
last  year,  Philips  became  the  world's  largest 
manufacturer  and  distributor  of  lighting 
products. 

Last  October,  the  company  completed 
a  $156-million,  8.7-million  share  offering  on 
the  U.S.  over-the-counter  market.  And 
within  the  last  two  ycars,it  closed  $1.5  billion 
worth  of  joint-venture  deals. 

Of  all  this  recent 
deal  making,  Dekker 
freely  admits,  "Philips 
had  become  an  insti- 
tution in  Holland 
and  Europe.  We 
couldn't  do  wrong!' 
Philips,  not  unlike 
other  huge  companies 
worldwide,  had 
begun  to  move  too 
slowly.  Yet  in  the  past 
few  years,  Dekker 
says  a  "new  sense  of 

urgency"  has  come  back  to  the  company. 

Representative  of  the  new  urgency  at 
Philips  is  the  hookup  with  giant  AT&T 
in  1982  to  attack  international  equipment 
markets.  Through  this  $500-million  pact, 
the  new  AT&T  and  Philips  Telecommuni- 
cations B.Y  group  will  develop  and  test 
the  5ESS  electronic  telephone  switchboard. 
Most  recently,  the  group  was  awarded  a 
$480-million  contract  for  the  first  phase  of 
Holland's  telephone  modernization  project. 

Philips  is  busy  on  another  front  as  well, 
working  on  an  $800-million  project  with 
West  Germany's  Siemens  to  produce 
"megachips'-superchips  capable  of  storing 
16  and  64  times  more  data  than  popular 
64K  chips.  This  project  was  born  out  of  the 
heart  of  12  electronics  companies.which 
together,  through  a  group  called  ESPRIT 
(European  Strategic  Program  for  Research 
in  Information  Technologies),  felt  that 
their  R&D  efforts  individually  were  too 
scattered  to  compete  effectively  with 
Japanese  and  American  companies. 

So  ambitious  is  Philips'  new  thinking, 
Dekker  says,  new  product  developments 
that  don't  fall  under  Philips'  core  business 
may  be  spun  off  as  separate  divisions- 
more  than  70  such  developments  are  now 
under  study. 

Although  Dekker,  who  has  had  a  lifelong 
career  with  the  company,  stepped  down 
in  March,  his  hands-on  management  style 
lives  on  at  Philips.  In  many  circles  he  is 
known  as  "Mr.  Europe!'  but  those  at  Philips 
know  him  as  the  man  who  turned  the 
company  from  a  sleeping  giant  into  a 
roaring  lion. 


Holland's  New  Industrial  Elan 

Gerrit  A.  Wagner,  the  now-retired 
chairman  of  multinational  Royal 
Dutch  Shell,  like  Dekker  at  Philips, 
is  very  optimistic  today  about  the  state 
of  the  Dutch  economy.  Ten  years  ago,  he 
felt  differently. 

"We  made  a  fundamental  mistake  in 
the  1970s;'  Wagner  says.  "We  did  everything 
we  could  to  avoid  real  poverty-something 
you  will  not  find  here.  As  a  result,  the 
economy  and  business  were  our  last  con- 
sideration. We  realize  now  that  we  can't 
have  a  sound  social  economy  without  a 
sound  business  policy." 

Four  years  ago,  Wagner  and  a  committee 
of  13  other  industrialists  drafted  a  report 
to  government  that  Prime  Minister  Ruud 
Lubbers'  now  three -year- old  center-right 
government  has  studied  in  detail  and 
used  as  the  basis  for  new  policies  that  many 
in  Holland  say  are  fueling  growth  in  the 
Dutch  economy. 

The  report  called  for  a  shift  of  emphasis 
away  from  deeply  troubled  industries  to 
industries  that  offered  the  potential  for 
growth.  But  even  more  significant,  the  report 
urged  government  to  recultivate  the 
entrepreneurial  climate,  something  that 
Holland  and  all  of  Europe  had  seemingly 
forgotten. 


KLM:  The  Flying  Dutchman 

Last  year,  KLM-the  world's  oldest  airline 
carrier— launched  its  "KICK"  human  relations 
program  by  holding  a  party  in  the  base  of 
an  old  airline  hangar  where  KLMers  (as 
they're  called)  swarmed  from  miles  around 
to  lit  ar  evangelical-like  speeches  from  top 
management.  This  was  far  more  than  just 
showmanship  to  President  Sergio  Orlandini, 
who  likes  to  point  to  the  record  $70  million 
in  earnings  the  company  achieved  in  its 
most  recent  jiscal  year  as  testament  to  the 
dedication  the  company  has  inspired  in  its 
employees.  Further,  KLM  won  1985's 
international  passenger  service  award.  KLM, 
located  in  Amsterdam,  is  the  only  foreign 
airline  listed  on  the  New  York  Stock 
Exchange. 


To  accomplish  this,  it  established 
the  MIP  Equity  Fund  and  developed  an 
aggressive  technology  program  designed 
to  stimulate  further  Holland's  entrepre- 
neurial climate.  MIP,  ajoint  government 
and  industry-backed  venture  fund  now  $5 
million  strong,  provides  anywhere  from 
$1  million  to  $40  million  in  equity  financini 
to  either  Dutch  or  foreign  companies  that) 
establish  manufactuij 
ing  and  R&D  faciliti 
in  the  Netherlands. 
Already,  the  three- 
year-old  fund  has 
invested  in  two 
American  biotech- 
nology companies. 

In  addition  to  the 
MIP  Fund,  the  gov- 
ernment created  a 
technology  program! 
whose  aim  was  to 
boost  R&D  in  five 
priority  areas:  biotechnology,  information  ] 
processing,  environment  and  energy  tech-< 
nology,  medical  technology  and  specialty 
chemicals. 

Additionally  certain  areas,  such  as  bio- 
technology, are  being  wooed-between  $3fl 
to  $50  million  will  be  spent  by  the  Dutch 
government  in  this  area  over  the  next  four| 
years.  And,  in  all  cases,  the  government 
funds  are  available  to  foreign  companies 
as  well. 

Government  subsidies  are  to  be  more 
than  matched  by  investments  from  Dutch 
industry.  In  total,  industry  will  invest 
nearly  $1.2  billion  on  R&D  in  1986-70% 
of  which  will  be  spent  by  the  five  large 
multinationals:  Shell,  Philips,  Unilever, 
AKZO  and  DSM. 


Holland's  Old  Spirit  and  New  Payoffs 
Holland  was  the  first  country  to  extend 
a  loan  to  the  United  States,  and  the  first  to 
invest  in  Japan.  Today,  52%  of  its  gross 
national  product  is  exported. 

W  F.  Duisenberg,  president  of  De 
Nederlandsche  Bank,  Holland's  central 
bank,  says,  "Foreign  trade  and  finance 
is  our  lifeline!'  And  to  make  sure  that  life- 
line is  not  threatened,  the  Dutch  see  as 
their  most  pressing  and  immediate  respon-i 
sibility  the  opening  up  of  Europe's  internal 
market  As  a  founding  member  of  the 
European  Economic  Community,  com- 
prised of  12  member  countries  with  a 
combined  population  of  350  million,  the 
Netherlands  wants  to  help  the  EEC  achieve) 
its  objectives  to  create  a  single  market. 


BUT  ALSO  CAD/CAM,  BIOTECHNOLOGY... 


IIS  IS  THE  NETHERLANDS.  From  medieval 
ridmills  to  monoclonal  antibodies,  the  Dutch  have 
/ays  been  in  the  forefront  of  technological  innova- 
n.  That's  why  companies  have  flocked  to  this  coun- 
'  Right  in  the  Center  of  the  $3  trillion  European 
rket.  Just  a  few  examples: 

)IGITAL  EQUIPMENT-a  major  company  adding  a 
igh-tech  center  and  expanding  its  workforce  by  20%. 

NTERGRAPH-a  CAD/CAM  leader  building  its 
irst  overseas  facility  in  Nijmegen. 

'ENTOCOR-this  biotechnology  pioneer  will  soon 
lake  diagnostic  imaging  agents  based  on  mono- 
lonal  antibodies  in  Leiden. 

tch  labor  is  among  the  most  educated,  stable  and 
ltilingual  in  the  world.  Its  high  productivity  is  an- 
ler  critical  reason  for  the  corporate  concentration. 


■     The  Netherlands  105 

West  Germany  100 


Belgium  92 
France  86 


United  Kingdom  66 


INDUSTRIAL  PRODUCTIVITY  ( 19841 


(added  value  produced  per  working  hour,  indexed) 

Over  1,000  U.S.-based  corporations  have  invested 
profitably  in  the  Netherlands. 

ARE  YOU  IN  THE  NETHERLANDS  YET? 

If  not,  please  contact: 
Mr.  Pierre  Dobbelmann 
Industrial  Commissioner 
Netherlands  Industrial  Commission 
One  Rockefeller  Plaza 
New  York,  NY  10020 
(212)  246-1434 


The  Netherlands 


Right 
°  in  the 
Center. 


This  announcement  is  published  by  Gavin  Anderson  &  Company,  which  is  registered  as  an  agent  ot  the  Government  o(  the 
Netherlands  This  material  is  filed  with  the  Department  of  Justice,  where  the  required  registration  statement  is  available  lor  public 
inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 


WESSANEN 
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International 
Manufacturers  of 

Consumer 
and  Specialized 
Bulk  Food 
Products 


WESSANENs  record  1985 
revenues  of  some  Dfl  4.2  billion 
(U.S.  $1.5  billion)  divide  equally  be- 
tween The  Netherlands,  the  U.S. 
and  the  rest  of  the  world  (mostly 
Western  Europe). 

WESSANEN's  European 
manufacturing  activities  are 
focused  on  specialized  bulk 
products;  U.S.  operations  accent 
consumer  products. 

WESSANEN  shares 
currently  trade  on  the  Amsterdam 
and  London  stock  exchanges. 

★★★*★★*★★★★ 

For  Further  Information, 
Please  Write: 

WESSANEN  U.S.A.,  Inc. 

10  East  40th  Street 
New  York,  New  York  10016 

EDIBLE  OILS  AND  FATS 
ANIMAL  FEEDS"  FLOUR 
MEAT*  DAIRY 
U.S.  CONSUMER 
FOOD  PRODUCTS 
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Netherlands 


United,  it  would:  remove  the  physical 
barriers  to  free  movement  of  goods;  end 
technical  barriers  by  adopting  common 
or  compatible  standards  for  new  technology, 
establish  the  freedom  for  professionals 
to  work  in  any  member  state;  create  a  free 
market  for  financial  services  and  transport; 
and  liberalize  the  capital  markets. 

Earlier  this  year,  the  Netherlands  made 
yet  another  move  to  make  its  capital  markets 
even  freer  by  allowing  foreign  banks  to 
act  as  lead  manager,  issuing  syndicates  for 
guilder  bonds  and  Euroguilder  notes. 
These  and  other  liberalization  moves  are 
aimed  at  attracting  fresh  capital  and  more 
influential  financial  institutions  to  the 
Netherlands,  Duisenberg  says.  Already,  the 
payoffs  have  begun.  Economic  growth 
expectations,  pegged  at  2%,  may  now  reach 
3%.  And  for  the  first  time  in  two  decades, 
employment  in  the  manufacturing  sector 
is  starting  to  grow  as  R&D  expenditures 
in  private  industry  increase. 

Holland's  industrial  productivity  ranks 
second  after  the  United  States  and  ahead 
of  all  other  European  countries-largely  the 
result  of  successful  negotiating  on  the 
part  of  labor  and  industry.  And,  the  corpo- 
rate tax  rate  has  fallen  in  the  last  three 
years  to  42%  from  48%,  evidence  of  govern- 
ment's desire  to  take  the  tax  burden  off 
the  lifeblood  of  Holland's  economy. 

All  in  all,  Gerrit  Wagner  gives  Lubbers' 
administration  much  of  the  credit  for 
Holland's  recovery.  The  70-year-old  retired 
chairman  of  one  of  Holland's  largest  multi- 
nationals sighs  in  relief  in  saying,  "Once 
the  mood  is  changed,  it  will  snowball!' 


Holland's  Number  1  Product- 
Transport 

As  a  product,  transport  is  to  the 
Netherlands  what  wine  is  to  France 
and  shoes  are  to  Italy.  At  least, 
that's  the  thinking  of  Neelie  Smit-Kroes, 
Netherlands  Minister  of  Transport.  She 
says  Holland  has  earned  a  reputation  as  th 
"gateway  to  Europe"  and  is  now  determine 
to  become  the  warehouse  of  Europe-a 
distribution  site  from  which  American 
companies  can  reach  the  160  million 
consumers  living  within  a  300-mile  radiu 
of  the  Netherlands.  Today,  more  than  200 
foreign  companies  use  Holland  as  their  ba! 
for  distribution  in  the  Common  Market 
countries,  Africa  and  the  Middle  East 
Amsterdam's  Schiphol  Airport,  the 
oldest  international  airport  in  the  world 
still  operating  at  its  original  site,  is  the 
fourth  largest  in  Europe  and  handles 
440,000  tons  of  air  cargo  annually. 

Holland's  road  and  highway  system  is 
one  of  the  most  modern;  the  Dutch  operat 


39%  of  the  trucking 
companies  in  Europe 
And  finally,  the  port 
of  Rotterdam  is 
known  as  the  world' 
jr  largest  and  busiest 
»S]  seaport.  More  than 
one -fourth  of  all 
seaborne  goods 
entering  and  leaving] 
Europe  pass  through  Dutch  hands.  The 
Rotterdam  port  handles  43%  of  all  U.S.  cargj 
destined  for  Europe. 


Convention  Networking 

Droves  of professionals  from  such  diverse  groups  as 
the  U.S.  Gas  Turbine  organization  to  the  Maryland- 
based  Microtechnology  trade  show  are  coming  to  the 
Netherlands  to  attend  international  conventions 
and  do  their  "networking"  abroad. 

Holland  now  ranks  as  the  ninth  country  in  the  world 
for  international  conventions.  And  last  year,  it  reported 
a  22%  increase  in  number  of  participants,  while  the 
rest  of  Europe  reported  a  decline  The  Netherlands 
Board  of  Tourism  in  New  York,  the  official  represen- 
tativefor  the  countrys  convention  bureau,  has  devised 
a  scheme  of  incentives  to  further  attract  the  conven- 
tioneers whereby  the  bureau  pays  as  much  as  $28  per 
person  for  those  attending  conventions. 


Bein 
Dutc 

is  not 
enough 


NOT  IN  THE  UNITED  STATES 


In  the  U.S. ,  banks  need  muscle  and  money.  We've  got  both.  Assets  of  over  US$50 
billion  and  a  worldwide  network  help.  In  the  U.S.,  you  need  the  right  products.  We  have 
what  it  takes:  Swaps,  Forex,  Eurocredits,  dollar  loans  in  every  shape  and  form,  letters  of 
credit,  guilder  notes,  and  yen  loans.  Everybody  knows  that  the  Dutch  are  dependable.  Has 
anyone  told  you  they  are  tough  bankers,  too?  Now  you  know. 

For  more  information,  please  contact: 
New  York:  Michael  Lemer  at  (212)  838-7300. 
Houston:  Jan  Prins  at  (713)  227-1515. 
Los  Angeles:  Charles  Riepe  at  (213)  680-0030. 
San  Francisco:  Dick  Schotanus  at  (415)  956-3858. 

Amro  Bank 

Amsterdam-Rotterdam  Bank 

Amro  Bank,  500  Park  Avenue,  New  York  NY  10022. 
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STIBBE,  BLAISSE  &  DE  JONG 

Advocaten  and  Civil  L  aw  Notaries  in  the  Netherlands 
announce  the  opening  of  their 
NEW  YORK  OFFICE 
at 

335  Madison  Avenue 
New  York,  N  Y.  10017 
Telephone:  (212)  972-4000 

Telex:  277  253  Stib  UR 
Telecopier:  (212)  972-4929 
Resident  Partner: 
Tom  de  Waard 
Not  members  of  the  New  York  Bar 

Amsterdam  Office 

92-96  Rokin 

1012KZ  Amsterdam 
Telephone:  (20)  214321 

Telex:  16414  Stib  NL 
Telecopier:  (20)  264435 

Brussels  Office         Paris  Office 

39.  Avenue  des  Arts,  Bte  7  22  Place  du  General  Catroux 
1040  Brussels  Paris  75017 

Telephone:  (2)  5138363     Telephone:  (14)  47660496 
Telex:  65387  Stibbe  B        Telex:  640357  Stibbe  F 
Telecopier:  (2)  5139995      Telecopier:  (14)  57665789 


In  addition,  Holland's  sophisticated 
bonded  warehouse  system  and  the  Dutch 
customs'  reputed  "split-second"  processing 
further  add  to  the  Netherlands'  appeal. 

Recently,  AT&T  chose  Netherlands 
as  its  European  distribution  center  and  its 
major  competitor,  ITT,  established  a  site 
there  last  year.  Most  recently,  United  Parcel 
Service  picked  Schiphol  as  its  Benelux 
distribution  base,  teaming  up  with  Holland's 
Road  Air,  the  largest  air  cargo  forwarder 
in  the  Benelux  countries.  And  Emery 
Worldwide  selected  the  Maastricht  airport 
as  its  European  hub  of  distribution. 

Re-Birth  of  Entrepreneurism 

jgKb  ie  Medical  is  a  Silicon  Valley-like 
mm  start-up.  It  began  10  years  ago  on  a 
m     $2,000  investment  when  two  engi- 
neering students  started  researching  ultra- 
sound technology  in  their  garage.  Today, 
the  $8.1  million-a-year  company  trades 
its  stock  on  Amsterdam's  parallel  market 
(the  Dutch  OTC),  but,  unlike  most  Silicon 
Valley  companies,  Pie  Medical  has  lost 
only  two  employees  in  its  10-year  history. 
It  is  a  shining  example  of  the  new  wave 
of  entrepreneurs  surfacing  in  Holland. 

Located  in  the  southern -most  comer 
of  Holland  in  Maastricht,  Pie  Medical 
makes  electronic  medical  equipment.  Last 


year,  the  company  introduced  three  new 
products;  the  result  of  research  it  carried  out 
with  the  University  of  Rotterdam  and 
the  State  University  at  Maastricht. 

Additionally,  through  the  government's 
Innovation  Stimulation  Regulation 
(INSTIR)  program,  Pie  Medical  recouped 
40%  of  the  wage  costs  of  R&D  expenses- 
contracted  R&D  was  subsidized  up  to  80%. 

In  1984,  Pie  Medical  received  $500,000 
in  venture  capital  from  three  Dutch  invest- 
ment companies,  making  it  one  of  the  first 
such  venture-funded  start-ups  in  Holland. 

While  Pie  Medical  is  considered  one 
of  the  most  recent  entrepreneurial  rags-to- 
riches  stories  in  Holland,  N.W  Indivers 
in  Amsterdam  holds  the  distinction  of 
being  the  oldest.  It  was  started  in  1963  by 
Bert  W  M.  Twaalfhoven  as  a  holding 
company  for  the  businesses  he  intended 
to  set  up. 

Headquartered  in  both  Amsterdam 
and  Boston,  Indivers  now  has  some  24  odd 
companies  in  its  fold,  18  of  them  started 
from  scratch.  Indivers'  strategy  has  been  to 


Innovations  of  the  World's 
Oldest  Stock  Exchange 

In  1604,  the  Dutch  East  India  Company 
became  the first  company  in  the  world  to 
issue  share  capital  to  the  public  Today,  the 
Amsterdam  Stock  Exchange  ranks  among 
the  10  largest  exchanges  in  the  world,  cap- 
italized at  $60  billion  with  a  turnover  of 
$40  billion,  listing  more  than  230  Dutch 
companies  and  more  than  340 foreign  ones. 

The  Amsterdam  market  has  outperformed 
New  York  and  Tokyo  since  the  end  of 1982, 
rising  some  80%.  Amsterdam's  European 
Options  Exclmnge,  established  in  1978,  today 
is  the  largest  options  market  outside  the  U.S. 
And,  Amsterdam's  version  of  the  OTQ 
the  parallel  exchange,  now  lists  40  small- 
to  medium-sized  companies,  representing  a 
market  capitalization  of  nearly  $300  million 

Six  years  ago,  the  exdiange  initiated 
direct  trading  in  shares  of  foreign  companies 
through  its  ASAS  system  (Amsterdam 
Securities  Accounting  System). 


root  out  niche  markets  that  require  a  hig 
degree  of  specialization  (like  turbine  bl;B 
manufacturing  or  aluminum  extrusion} 
piggyback  technology  and  form  joint 
ventures  wherever  possible.  The  Indive 
empire  now  has  850  employees,  1985  s.  j 
of  $60  million  and  a  10-year  compound 
annual  growth  rate  of  25%. 

"I  believe  that  Europe  has  only  just 
begun  its  small  business  cycle,"  Twaalfho 
says.  "Many  of  Europe's  start-ups  are 
struggling.  My  message  is  that  Europe  I 
must  not  be  discouraged.  We  want  the  | 
flags  of  Europe  to  be  where  the  stars  am 
stripes  are.  To  achieve  that,  Europe  musi 
be  patient,  investors  must  wait  and  be  st 
portive  and  entrepreneurs  must  not  pan  j 
Twaalfhoven  preaches  on  the  subject  of 
entrepreneurship  several  times  a  month 
because  he  believes  it  is  the  key  to  Euro]  | 
economic  salvation.  His  passion  runs  so  | 
deep,  he  recently  co-founded  a  venture 
capital  fund  of  his  own  to  help  fledgling 
enterprises. 

The  president  of  Geveke  Electronics 
in  Amsterdam  thinks  much  like  Indiven 
Twaalfhoven.  This  electronics  service  an 
distribution  company  is  a  recent  spinoff 
of  a  large  Dutch  trading  company.  Presid 
A.  Risseeuw  says,  "We  are  always  where 
the  big  one  can't  be-we  look  for  niches. 
I  like  to  think  we  are  the  cement  betwee 
the  stones!' 

Geveke  recently  took  a  20%  share -inter 
in  Link  Technologies  (San  Jose,  Calif.) 
in  a  joint  marketing  deal  to  manufacture  I 
terminals.  Once  the  news  reached  the 
press,  Geveke's  stock  shot  up  20%,  and  h; 
gone  up  80%  since  going  public  last  Ma> 

Geveke's  dramatic  performance  as  wel 
as  Pie  Medical's  and  Indivers'  are  all  indie 
five  of  the  new  business  mentality  preser 
in  the  Netherlands,  where  it  is  estimated 
that  some  30,000  new  companies  will  be 
formed  this  year. 

Who's  Who  in  Holland 

If  you  want  to  know  who's  who  in 
the  US.  and  European  electronics 
businesses,  or  for  that  matter  who's  wl 
internationally  in  any  business,  take  a 
sampling  of  Holland's  foreign  investment 
base.  Total  foreign  investment  in  Holland 
is  nearly  $18  billion,  according  to  Duisenbe 
at  De  Nederlandsche  Bank.  Of  this,  some 
39%  is  in  the  oil  industry,  38%  in  manufac 
turing  and  the  remainder  in  trade  and  servn 
industries. 

Today,  more  than  1,000  US.  companies 


Rabobank 
welcomes  investors 
in  the  Netherlands. 

Rabobank  Nederland  in 
New  York  gives  assistance 
and  financial  support  to 
companies,  considering  in- 
vestments in  the  Netherlands. 

Rabobank  is  a  Dutch 
co-operative  banking  institu- 
tion with  total  assets  of 
approx.  US  $  47  billion. 
Its  debt  has  AAA,  Aaa,  A1+ 
and  PI  ratings. 

Its  equity  ofUS$  2,4 
billion  makes  Rabobank  one 
3f  the  world's  largest  banks. 

Rabobank,  with  2500 
Dffices  in  the  Netherlands,  has 
i  sound  knowledge  of  the 
local  situation  and  can  give 
y^ou  on-the-spot  service, 
especially  in  financing  your 
foothold  in  the  Netherlands. 


Rembrandt  country  is  Rabobank  country 

Rabobank  Nederland,  International  Division,  Croeselaan  18,  NL-3521  CB  Utrecht,  the  Netherlands.  Telex  40200. 
Offices  in  London,  Paris,  Antwerp,  Curacao,  ADCA-BANK  Frankfurt. 


Teylers  Museum,  Haarlem 


Rabobank  Nederland,  New  York  Branch,  245  Park  Avenue, 
New  York  NY  10167.  Telephone  (212)  916-7800.  Telex  424337. 


Rabobank  S 


Global  Trade  Finance. 
More  ways  to  support  both  sides. 

A  successful  trade  finance  strategy  demands  bene- 
fits for  the  exporter  and  importer.  The  ABN/LASALLE 
group  understands  all  sides  of  trade,  and  we're  skilled 
in  developing  finance  solutions  that  serve  both  you  and 
your  trade  partner. 

With  our  global  network  and  thorough  knowledge 
of  international  markets,  we  find  more  ways  to  meet 
trade  challenges.  We  offer  a  full  range  of  trade  sup- 
port financing  services,  including  U.S.  government  pro- 
grams like  FCIA  and  Eximbank,  and  both  foreign 
government  and  private  export  credit  insurance. 
Another  effective  solution  is  Forfaiting,  which  provides 
fixed-rate,  non-recourse,  short  to  medium  term  financ- 
ing of  export  sales. 

Whatever  your  needs,  you'll  work  with  a  seasoned 
Relationship  Manager,  supported  by  a  team  of  trade 
finance  specialists.  Our  worldwide  resources  are 
backed  by  more  than  160  years  of  experience,  900 
offices  in  43  countries  and  $50  billion  in  assets. 

Bridging  both  sides  of  trade  finance  — that's  our 
strength.  Let  us  prove  it.  Call  1-800-845-8884,  or  write 
us  at  one  of  the  offices  listed  below  c/o  ABN/LASALLE 
North  America  Inc.,  135  South  LaSalle  Street,  Chicago, 
Illinois  60603. 


ABN  O  LASALLE" 

Your  Corporate  Banking  Bridge. 

ABN  Bank  otlices  in  Atlanta.  Chicago.  Houston.  Los  Angeles,  Miami,  Montreal.  New  York. 
Pittsburgh.  San  Francisco.  Seattle.  Toronto,  Vancouver  LaSalle  National  Bank.  Chicago,  is  a  subsidiary 
ot  Algemene  Bank Nederland.  N.V  (ABN  Bank) 
£  1986  LaSalle  National  Bank 


now  operate  subsidiaries  in  Holland  and 
more  than  100  of  these  operate  manufac- 
turing and  R&D  facilities  there.  The 
companies  include  IBM,  ITT,  HoneyweU 
Sperry,  Xerox,  General  Electric  and  eveni 
cigarette-maker  Philip  Morris. 

These  companies  came  to  Holland 
for  many  of  the  same  reasons:  Holland's 
strategic  niche  location  positions  the 
country  within  grasp  of  the  $3-trillion 
European  Economic  Community.  Also 
important  is  the  stable  Dutch  business 
environment,  proximity  to  modern  and 
efficient  transportation,  international  won 
force,  trained  high-technology  people 
and  the  country's  telecommunications 
infrastructure. 

Digital  Equipment  Corporation,  which 
employs  540  people  at  its  parts  and  servic^ 
operation  in  Nijmegen,  recently  announce) 
plans  to  develop  a  high-tech  center  that 
will  create  as  many  as  250 jobs. 

In  addition  to  Digital,  Intergraph  Corp. 
a  leader  in  the  CAD/CAM  market,  and 
other  electronics  companies  like  Prime 
Computer,  Mentor  Graphics,  Sanders 
Associates  and  Wang  Laboratories  began 
operations  in  the  Netherlands  in  1985. 
Well-known  U.S.  electronics  giants  alread 
established  in  the  Netherlands  include 
IBM  and  Hewlett-Packard. 

Of  the  160  Japanese  companies  now 
operating  in  Holland,  Nissan  Motor  Parts 
Center  in  Amsterdam  is  the  largest.  Japan's 
Fuji  has  selected  a  Dutch  site  for  its  first 
manufacturing  facility  outside  Japan. 


Europe's  Knights 
in  Shining  Armor 

Three  times  a  year,  CEOs  of Europe's 
largest  companies  like  Philips,  Siemens,  Volvo 
and  Fiat-many  of  whom  are  direct  com- 
petitors-sit at  a  table  together  discussing  ways 
to  create  a  more  united  European  market 
and  to  strengthen  industry's  competitiveness. 
They  are  all  members  of  the  Roundtable 
of  European  Industrialists,  a  group,  which, 
in  1984,  set  out  to  revitalize  the  entrepre- 
neurial climate  in  Europe. 

The  result:  Euroventures,  a  $t00-million 
industiy-backed  venture fund  was  formed 
unth  shareholders  scattered  throughout  Europe 
In  the  future,  Euroventures  may  pool  funds 
with  some  American  investors.  But  most 
significant,  this  endeavor  is  the  first  of  many 
plans  the  Roundtable  has  to  link  the  indus- 
trial giants  with  Europe's  small-business  sector. 
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culty  is  deciding 
which  of  Hollands 
delights  to  choose. 
For  instance,  does 
dinner  mean  a  lavish 
meal  in  one  of  Am- 
sterdam's canalside 
mansions  or  a  private 
feast  amid  the 
masterpieces  of  the 
Van  Gogh  Museum? 
Is  it  haute  cuisine  by 
candlelight  in  the  city 
or  in  the  garden  of  a 
country  chateau? 

For  sightseeing, 
choices  run  from  the 
blazing  colors  of  the 
tulip  gardens  to  the 
shimmering  palette  of 


Rembrandt. 
From 
world- 
renowned  ballet, 
opera  and  symphony 
to  the  Eighth  Wonder 
of  the  World,  where 
Holland  pushes  back 
the  sea  to  create  new 
land.  Then  there's  The 
Hague,  seat  of  the 
royal  residence  and 
perhaps  the  most 
elegant  of  European 
cities,  where  you 
must  choose  from 
palaces,  antique  fairs 
and  the  seaside  ca- 
sino where  a  private 
gambling  salon  is 
easily  arranged  (as 
are  the  fireworks 
over  the  beach). 

Choices  for  get- 
ting around  Holland 
include  private  train, 
VIP  motorcoach, 
antique  cars,  canal- 
boats,  cruising  barges, 
horse-drawn 
>>/(r}Ph  carriages 


and  even  bicycles. 

But  for  getting  to 
Holland,  theres  only 
one  choice.  KLM 
Royal  Dutch  Airlines, 
who'll  give  you  the 
royal  Dutch  welcome 
to  Amsterdam  from  8 
cities  in  North 
America. 

Holland  has  ev- 
erything you  need  to 
plan  successful  incen- 
tive trips,  meetings 
and  conventions. 
We'll  welcome  you  to 
Holland  with  flowers 
and  a  chorus  of  girls 
in  folk  costumes 
when  you  arrive  at 
Amsterdam  Schipol 
Airport.  Then  we'll 
offer  you  a  selection 
of  world  class  hotels 
with  all  the  amenities 
you'd  expect.  You 
will  also  be  able  to 


choose  from  a  vast 
array  of  meeting  and 
convention  facilities 
offering  everything 
from  old  world  charm 
to  the  most  modern 
and  fully  equipped 
convention  centers. 
Whether  your  group 
is  10  or  10,000. 


Holland  gives  people 
more  of  the  most 
important  ingredient 
of  all— memories  to 
treasure  for  a  lifetime. 


Netherlands  Board  of  Tourism 
355  Lexington  Ave..  21st  Floor 
New  York.  NY  10017 

Send  me  more  information  about  Holland  for: 


Holland 
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.Incentive  travel 


.Meetings . 


.Conventions 


Company. 
Title  


.Tel.. 


Address. 
City  


State. 


Zip. 


Netherlands 


U.S.-Based  Medtronics  Keeps 
Pace  With  Cultures 

"We  are  at  tlie  meeting  points  of  three 
cultures  in  the  south  of  Holland  in  Kerkrade" 
says  Ivan  Bourgeois,  director  of  research  Jor 
Minneapolis,  Minn.-based  Medtronics,  a 
$278-million  pacemakir  manujacturer  tlxat 
began  a  manufacturing  and  research  facilit)' 
in  Holland  in  1969.  In  February,  Medtronics 
further  established  its  foothold  in  the  Neth- 
erlands market  by  acquiring  a  $17-million 
Dutch  pacemaker  company  called  Vitatron. 


It's  Heineken 

Heineken  entered  the  beer  business 
in  1864  and  when  Prohibition 
ended  in  1933,  Heineken  became 
the  first  beer  to  be  imported  in  the  United 
States-now  representing  the  company's 
largest  export  market. 
Today,  the  Dutch 
beer  maker  sells  its 
Heineken  and  Amstel 
beer  in  more  than 
150  countries,  making 
Heineken  the  world's 
number-one  beer 
exporter. 

The  Dutch  Biotechnology  Delta 

Biotechnology,  the  application  of  life 
sciences,  has  been  the  business  of 
Gist-Brocades  in  Delft  for  more 
than  100  years.  Even  while  Holland  was 
occupied  by  the  Nazis,  the  company  was 
secretly  working  on  producing  penicillin. 
When  the  allies  liberated  Delft  in  1945, 


The  Wilma  Group  is  an  international  group  of 
companies  operating  in  the  Netherlands,  W.  Germany, 
the  U.S.A.,  Malaysia  and  Indonesia. 

Experienced  and  reliable  partners  in  the  field  of  real 
estate  development  and  building  construction. 
With  permanent  attention  for  research  and  innovation, 
Wilma  develops  and  builds  dwelling-houses,  offices, 
industrial  buildings,  shopping-centres  and  buildings 
for  health-care  purposes. 
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they  were  surprised  to  discover  that  Gistl 
Brocades  had  reached  almost  the  same 
stage  in  the  development  of  the  wonder 
drug  that  the  United  States  had,  despite 
the  complete  isolation  from  the  scientifia 
progress  in  America. 

Today,  Gist-Brocades  and  other  well- 
established  companies  such  as  AKZO, 
Unilever,  Avebe,  DSM,  Heineken  and 
Royal  Dutch  Shell  make  up  the  base  of 
Holland's  strong  biotechnology  foundatio 
These  companies  are  producing  everythii 
from  the  yeasts  used  in  beer  and  cheese 
production  to  the  enzymes  used  in  deter- 
gents or  environmental  products  in  areasi 
of  wastewater  purification. 

Today,  Gist-Brocades  is  the  world's  large 
producer  of  penicillin  and  the  second-largi 
producer  of  industrial  enzymes.  Avebe 
is  the  world's  largest  potato  starch  manufai 
turer  and  Glucona,  a  joint  venture  betwefi 
AKZO  and  Avebe  since  the  mid-1950s, 
today  comers  the  market  in  the  sale  of 
gluconic  acids  and  gluconates.  Furthermo} 
AKZO  developed  the  first  test  based  on 
monoclonal  antibodies  and  is  now  workirj 
on  a  test  for  the  Acquired  Immune 
Deficiency  Syndrome  disease  (AIDS). 

Holland  sees  itself  as  becoming  the 
biotechnology  delta  of  Europe.  The  govern 
ment,  confident  that 
this  is  possible,  is 
aggressively  pushing 
development  and  to 
date  has  allocated 
more  than  $70  million 
for  R&D  efforts. 

Professor  R.V 
Schilperoort,  chairman  of  the  program 
committee  on  biotechnology  and  head  of  i 
molecular  biotechnology  at  the  Universid 
of  Leiden,  welcomes  American  subsid- 
iaries because  he  recognizes  that  it  is  the 
commercialization  of  entrepreneurship 
which  will  make  biotechnology  strong  in 
Holland. 


Holland's  booming  economy, 
elaborate  distribution  network, 
biotech  emphasis  and  innovative 
businesses,  small  and  large,  make  up  the 
Netherlands  masterpiece-a  Rembrandt-likfl 
European  work  of  art,  well  crafted  and 
investment-worthy.B 

"The  Dutch:  Masters  of  European  Business" was 
written  by  Nancy  L.  Tomkins,  vice  president 
and  director  of  Creative  Services  at  Franson  & 
Associates  Inc  in  San  Jose,  Calif,  in  cooperation 
with  the  Netherlands  Industrial  Commission. 

Designed  by  Richard  Klein/RKD,  Inc, 
Palo  Alto,  Calif. 


KLM  has  been  crowned 
Airline  of  thefear" 


'And  20,000  KLM-ers 

want  to  show  you  why" 


Air  Transport  World,  the  leading  aviation  magazine,  has  crowned  KLM 
Airline  of  the  ^ear.  And  20,000  KLM-ers  are  eager  to  prove  the  choice  was 
right.  On  the  ground.  In  the  air.  Every  day  For  every  flight.  Test 

fly  us.        The  Reliable  Airline  of  the  W)rlcL  KLIVI 

Royal  Dutch  Airlines 


Markets 


New  York  has  gained  a  bit  on  London  as 
the  world's  metals  trading  market,  thanks 
to  that  disastrous  fumble  in  tin. 


London  falling? 


By  Edwin  A.  Finn  Jr. 


T|he  once-venerated  London 
Metal  Exchange  wishes  that 
the  tin  crisis  were  its  only 
iroblem.  Bad  enough  the  exchange 
lad  to  stop  tin  trading  last  October 
>ecause  the  International  Tin  Coun- 
:il,  a  price-propping  cartel,  ran  out 
>f  cash  to  finance  its  huge  tin  stock- 
die.  Now  LME  member  firms  must 
grapple  with  some  $230  million  of 
osses  on  collapsed  tin  prices,  and 
rading  volume  for  the  exchange's 
)ther  metals  like  aluminum,  nickel, 
:inc  and  copper  remains  off  by  as 
nuch  as  50%. 

With  volume  down  so  much,  the 
.ondon  Metal  Exchange's  transatlan- 
ic  rival,  the  New  York  Commodities 


Exchange  (Comex),  has  become  the 
world's  largest  metals  market — at 
least  for  now. 

"It's  going  to  be  a  pretty  long  uphill 
climb  for  us  to  recover  from  this  tin 
situation,"  says  Michael  Brown,  the 
chief  executive  of  the  London  Metal 
Exchange. 

There's  more  at  stake  here  than 
bragging  rights.  The  107-year-old  Lon- 
don exchange  has  long  served  as  the 
benchmark  for  metals  prices  world- 
wide. And  now  the  tin  scandal  has  put 
a  dent  in  its  credibility,  giving  the 
upstart  Comex  an  opportunity  to  be- 
come the  world's  preeminent  metals 
exchange. 

The  recent  sluggish  trading  in 
London  has  been  triggered  partly  by 
cautious  U.S.  companies  such  as 
General  Motors  and  Asarco,  which 
have  cut  back  their  copper  and  alu- 
minum hedging  on  the  London  ex- 
change in  favor  of  the  Comex.  Says 
one  senior  financial  official  who  has 
stopped  hedging  in  London:  "If  my 
boss  asks  me  to  go  out  and  hedge 
copper  now,  my  preference  is  New 
York.  .  .  .  I'm  more  comfortable  with 
the  credit  risk." 

Two  LME  member  firms  have  re- 
fused to  do  business  on  the  exchange 
until  reforms  are  adopted.  They  say 
the  LME  needs  a  clearinghouse,  simi- 
lar to  the  one  Comex  runs.  That  way, 
all  deals  would  be  done  through  the 
exchange  as  opposed  to  through  Lon- 
don's individual  brokers,  whose  capi- 
tal strength  has  been  open  to  question 
since  they  took  heavy  losses  on  the 
tin  debacle. 


Let's  hope  the  idea  doesn't  catch  on 


Tlhe  most  far-reaching  ramification  of  the  tin  deba- 
cle has  nothing  to  do  with  tin.  It  has  to  do  with  Third 
World  nations'  repudiating  their  enormous  debts. 

The  reason  the  tin  crisis  erupted  last  October  was 
that  the  International  Tin  Council,  a  group  of  22 
nations,  walked  away  from  loans  financing  their  huge 
tin  stockpile.  This  once  again  proved  that  commodity 
cartels  are  doomed  to  eventual  failure,  but  it  also 
raises  an  important  question:  If  a  group  of  nations  like 
the  Tin  Council — which  includes  France,  Japan  and 
West  Germany — can  walk  away  from  $1  billion  in 
debt,  what  about  such  nations  as  Mexico,  Brazil  and 
Argentina,  which  owe  far  larger  debts  to  banks  in  the 
U.S.  and  Europe? 

One  participant  in  the  tin  crisis  negotiations  says 
many  council  members  failed  to  see  the  parallel. 
"Their  reaction  was,  We're  playing  Monopoly,  and 
the  Third  World  debtors  are  playing  another  game," 


says  Michael  Metcalfe,  director  of  Holco  Trading  Co., 
Ltd.,  a  member  firm  of  the  London  Metal  Exchange. 

But  London  bankers  say  sovereign  debt  is  sover- 
eign debt,  whether  owed  through  the  Tin  Council  or 
directly.  They  add  that  the  tin  default  has  already 
stiffened  the  stance  of  Third  World  countries  in  debt 
negotiations. 

Sir  Adam  Ridley,  executive  director  of  marketing 
at  Hambros  Bank  in  London,  says  he  expects  the  tin 
default  to  encourage  more  Third  World  debtors  to  try 
to  dictate  their  own  repayment  terms,  as  Peru  and 
Nigeria  have  already  done. 

"This  cannot  but  be  a  dangerous  parallel  to  coun- 
tries of  no  great  wealth  and  very  great  problems," 
says  Sir  Adam.  "It  is  bound  to  lead  them  to  take  a 
more  robust  line  in  debt  negotiations,  and  it  may 
come  to  downright  refusal  to  acknowledge  their 
obligations." — E.A.F. 
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CORUM 

An  Investment  in  Time 


Achievement 
has  its  own  rewards. 

The  Corum  Gold  Coin  Watch.  $20.  American  gold  piece.  Quartz.  Swiss  hand-craf  ted. 
For  brochure  send  $2  to  Corum,  Dept.  FB,  650  Fifth  Ave.,  NY.  NY  10019 


Norman  Rockwell,  the  artist  and  man  captured  in  his  own  whimsical 
Triple  Selt-Portrait,  and  lovingly  reproduced  Dy  Gorham  in  finely 

detailed  porcelain  7W  high,  suggested  retail  price,  175.00.  At  fine      —  —  ■  . .  ,  . 

stores  everywhere  Gorham,  PO  Box  6150-V  GORHAM  EITTTTCT1  ■  r~r\\  I  rv — Tin  I  rr 
Providence,  Rhode  Island  02940-6150  IS  COLLECTIBLES 


s  GORHAM 


"Over  there  you're  dealing  with 
specific  broker,  and  if  he  gets  int 
trouble,  you  get  into  trouble,"  tii 
plains  Ed  Bergin,  vice  president  d 
sales  for  Asarco.  Bergin  says  his  firfl 
has  been  "shying  away"  from  the  Lon 
don  Metal  Exchange  because  of  credi| 
concerns. 

All  this  has  hit  home  with  the  Lo 
don  Metal  Exchange.  In  fact,  the  LM1 
is  now  mounting  an  effort  to  woj 
back  the  exchange's  wary  U.S.  cus| 
tomers.  The  exchange  also  recentl 
said  it  would  try  to  set  up  a  clearing 
house,  which  could  be  ready  by  latt 
autumn. 

Of  course,  Comex  isn't  without  it 
own  problems.  Just  last  year  a  deale 
defaulted,  leaving  the  clearing  opera 
tion  with  $9  million  to  pay  out.  Bu 
Comex  officials  are  quick  to  sugges 
that  their  safeguards,  such  as  dail}| 
margin  calls,  kept  the  trouble  frorrj 
escalating. 

Tin  notwithstanding,  Comex  is  un 
likely  to  replace  London  as  the  pre 


There's  more  at  stake  here 
than  bragging  rights.  The 
107-year-old  London 
exchange  has  long  served  as 
the  benchmark  for  metals 
prices  worldwide.  And  now 
the  tin  scandal  has  put  a 
dent  in  its  credibility,  giving 
the  upstart  Comex  an 
opportunity  to  become  the 
world's  preeminent  metals 
exchange. 


mier  aluminum  market  any  time 
soon — it  just  doesn't  have  enough  li- 
quidity. "I  can't  use  the  Comex  very 
much,"  complains  one  trader  for  a 
major  aluminum  company.  "If  I  buy 
ten  contracts  on  Comex,  I  move"  the 
market." 

As  for  trading  tin,  Comex  officials 
say  the  matter  has  been  studied  and 
rejected  for  now.  They  say  the  volume 
wouldn't  justify  it,  and  tin  traders 
agree.  It  appears  that  tin  trading  will 
remain  off  the  established  markets, 
changing  hands  instead  on  what  one 
metals  analyst  called  the  "telephonic 
market." 

Indeed,  even  after  the  collapse  of 
the  London  market  last  fall,  tin  has 
remained  just  a  phone  call  away.  With 
tin  stockpiles  growing  and  with 
worldwide  demand  shrinking,  Ameri- 
can companies  say  they  are  flooded 
with  offers  from  tin-producing  na- 
tions as  well  as  from  brokers.  "The] 
system  is  working  fine,"  according  to 
one  New  York  tin  broker.  "Who  needs 
the  LME?"  ■ 
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DUAL  COLOR 

COPYING 


A 


with  a  singular  difference. 


ly  Canon  makes  simultaneous 
olor  copying  standard  on  a 
-featured  compact  system  copier. 

One  touch  is  all  it  takes  on  Canon's 
3525  Dual  Color  Copying  System. 
n  you  can  get  copies  in  two  different 
)rs.  At  the  same  time.  Eye-catching 
ties  in  black  with  red,  blue,  brown 
jreen. 

Only  Canon  has  Two-Color 
3rlay  so  you  can  automatically 
lerimpose  two  originals  onto 
i  copy— in  two  different  colors 
i  just  one  touch.  And  the  NP-3525 
lily  lets  you  turn  both  originals  into  a 
>-sided,  two-color  copy. 

Add  to  that  the  optional  Recircu- 
ig  Document  Feeder  and  you  get 
Itiple  two-sided  copies— even  from 
)-sided  originals.  Automatically. 

Canon  enhances  your  copying 
ativity  even  more  with  the  NP-3525s 
ndard  Image  Editor.  Just  use  the 


electronic  pointer  to  edit  out  or  frame  up 
to  three  sections  on  the  copy.  Then  let 
the  Color  Conversion  modes  highlight 
important  areas.  In  two  colors  if  you  like. 

At  27  copies  per  minute,  this 
copier  system  offers  an  extensive  line  of 
advanced  automatic  features  including 


THE  CHOICE  IS  CANON. 


Two-Page  Separation,  Paper  Selection, 
Zoom,  Frame  Erasing  and  more.  There's 
also  an  NP-3525F  model  with  document 
feeding.  Add  on  the  optional  10-bin 
Sorter  and  1,000-sheet  Paper  Deck  and 
you  have  the  most  sophisticated  com- 
pact system  copiers  ever  made. 

For  those  who  don't  need  simul- 
taneous two-color  copying,  there's  the 
more  economical  NP-3025  series 
copiers.  You  get  full-system  automatic 
features  and  the  ability  to  change  copy 
colors.  With  one  simple  touch. 

Canon's  Dual  Color  Copiers. 
They'll  make  a  colorful  difference 


in  your  business 

Canon 

PLAIN  PAPER  COPIERS 


352S/3525F 
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liing  on  TV  this 

e  the  sets. 


You're  going  to  see  them  advertised 
everywhere. 

Television  sets  that  let  you  watch 
more  than  one  thing  at  a  time. 

For  example,  you  can  take  a  peek  at 
what  your  videotape  recorder  is 
recording,  or  see  another  channel. 
Without  leaving  the  program  that's  on. 

A  picture  within  the  picture  lets 
you  zoom  in.  Freeze  the  action.  Some- 
day, even  see  nine  pictures  at  once. 

This  is  digital  television.  And  ITT 
pioneered  it. 

Lots  of  fine  manufacturers  are 
introducing  digital  TV  in  the  U.S. 
(In  Europe  ITT  had  it  first.) 

And  every  set,  on  both  sides  of  the 
Atlantic,  starts  with  ITT  microchips. 

It's  a  good  example  of  the  innova- 
tive things  we're  doing  in  microchips. 
And  of  the  strength  of  our  semicon- 
ductor business. 

What  it  all  adds  up  to  (says  a  lead- 
ing newsweekly)  is  a  "quantum  leap  in 
technology." 

And  a  quantum  opportunity  for  us. 

Want  to  know  more  about  ITT? 
Phone  toll  free  1-800-DIAL-ITT  for  a 
continuously  updated  message. 


ITT 


It's  a  different  world  today. 


"It's  been  tougher  than  I  thought  it  would 
be, "  says  Avon 's  Hicks  Waldron.  "But  this  is 
the  year  of  our  renaissance. "  Hmm. 


Avon  crawling 


By  Geoffrey  Smith 


Avon  Chairman  Hicks  Waldron 

"This  was  a  savc-your-ass  restructuring. 


Mana  Rohledo 


SHAREHOLDERS  ARE  NOT  LIKELY 
cheer  when  they  get  a  look 
Avon  Chairman  Hicks  Ws 
(iron's  1985  annual  report,  with 
$223  million  writeoff.  It's  been  near 
three  years  now  since  Waldron,  tj 
turnaround  veteran  from  Gener 
Electric  and  Heublein  (Kentuct 
Fried  Chicken),  took  over  from  Dav 
Mitchell  as  Avon's  chief  executiv 
Despite  nonstop  optimistic  talk  froi 
Waldron  and  considerable  restructu 
ing,  Avon's  per-share  earnings  hm 
continued  to  fall  year  after  year- 
from  $4.17  in  1979  to  a  loss  of 
cents  a  share  last  year. 

Even  the  bust-up  artists  are  keepir 
their  distance  now  that  the  compan 
has  been  loaded  with  debt  an 
stripped  of  its  easy  spinoffs — the  Ti 
fany  (jewelry  retailing)  and  Mallinci 
rodt  (chemicals  and  pharmaceutical 
acquisitions. 

Waldron  knows  he's  in  a  tunnel, 
course,  but  he  still  insists  he  see 
light  at  the  end  of  it.  "It's  been  tougr 
er  than  I  thought  it  would  be,  but  thi 
is  the  year  of  our  renaissance," 
says.  "Our  fourth-quarter  earnings  be 
fore  the  writeoff  for  Mallinckroc 
were  very  respectable.  I  still  think  ou 
earnings  will  be  up  in  the  first  quarte 
despite  the  Mexican  peso,  which 
hurting  our  Mexican  business.  An 
our  earnings  will  be  well  up  in  thi 
second  and  third  quarters." 

Maybe.  But  even  Avon's  198. 
Christmas  quarter  was  off  from  previ 
ous  years,  as  were  the  preceding  thre 
quarters.  Ignoring  the  big  loss  on  th 
sale  of  Mallinckrodt,  Avon's  per-shar 
earnings  on  continuing  operation 
dropped  from  $  1 .80  to  $  1 .6 1 .  Decline 
were  concentrated  in  such  traditional 
Avon  strong  points  as  cosmetics,-  frai 
grances  and  jewelry. 

Only  months  ago  the  number 
Avon  doorbell-ringing  sales  represen 
tatives  dropped  by  35%.  They  nov 
number  375,000.  That's  still  5%  bei 
low  1984  levels.  Waldron  says  the  sit 
uation  was  of  his  making.  "Morale  hi 
the  pits  last  year,"  says  Waldron.  "We 
decentralized  in  three  months  anc 
that's  the  wrong  way  to  do  it," 
says.  "It's  the  biggest  mistake  I've 
made  since  I  got  here." 

Exactly  what  happened?  Waldron 
"We  fired  43  out  of  143  division  man 
agers,  400  out  of  2,400  district  manag- 
ers and  eliminated  all  16,000  group 
sales  leader  positions.  We  closed  the 
plant  at  our  distribution  center.  In- 
creased the  size  of  each  representa- 
tive's territory.  Created  five  new  area 
VPs  and  told  them  that  their  compen- 
sation was  tied  to  the  profits  they 
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"Now  Canon  has 
five  great  ways  to  take  care 
of  number  one.' 


( lanon's  P( '  ( 'artridges  give  you  6  copj  colors 
and  virtually  service-free  operation. 


PC-10 

Compact.  Affordable.  With  single-sheet  feeding. 


PC-14 


Unique  stack-sheet  feeding  system  for  multiple 
copies.  From  business  card  to  letter  size. 


PC-20 


Makes  8  copies  per  minute  with  automatic 
cassette  paper  feeding. 


PC-24 

Reduction,  enlargement  and  stack-sheet  feeding 
for  multiple  copies  on  business  card  to  legal  size. 


PC-25 


Reduction,  enlargement  and  copies  up  to 
legal  size  from  up  to  10"  x  14"  originals. 

Personal  Cartridge  Copying, 
Plain  and  Simple. 

For  more  information  call  toll  free 


1-800-OK  CANON 


On  the  eve  of  battle 


An  affable,  forthright  man, 
Hicks  Waldron  knew  he  had  to 
prepare  his  people  for  the  drastic 
reorganization  he  put  into  effect 
last  year.  A  sampler  from  an  inter- 
nal memo  to  division  officers  and 
managers  last  October: 

"I  know  that  many  of  you 
are  .  .  .  wondering  how  long  our 
turnaround  is  going  to  take.  ...  I 
thought  it  might  be  helpful  if  I 
described  for  you  the  anatomy  of  a 
turnaround. 

".  .  .  Turnarounds  go  through 
four  phases. 

"Phase  I  starts  with  a  lot  of 
unproductive  anger  and  finger 
pointing.  .  .  . 

"Phase  II  is  the  painful  part  of 
the  turnaround.  It  involves  such 
things  as  closing  the  Kansas  City 
branch  and  streamlining  our  field 
sales  management  staff.  Good, 
loyal  employees  are  impacted. 

"Phase  III  is  the  time  of  doubt, 
disappointments  and  uncertainty, 


and  some  of  you  are  probably  al- 
ready into  this  one.  Are  our  strate- 
gies right?  If  they're  right,  when 
will  they  start  to  work?  .  .  .  Even 
those  of  you  with  the  stoutest  of 
hearts  will  be  tempted  to  deviate 
from  the  plan.  .  .  . 

"This  time  of  doubt  may  last 
from  12  to  18  months.  It  will  take 
that  long  to  execute  plans,  get  in 
step  with  our  target  consumers, 
and  to  have  consumers  realize  this 
and  respond. 

"Phase  IV:  Sales  turn  up  and 
profits  increase  at  an  even  faster 
rate.  A  momentum  builds,  as  in- 
creasing sales  and  profits  allow  us 
to  do  things  to  accelerate  our 
growth.  .  .  . 

"We're  already  on  our  way.  The 
decline  in  earnings  will  be  halted 
this  year.  The  plans  are  in  place, 
and  we're  beginning  to  execute 
them." 

Question:  Will  Avon  get  to 
Phase  IV?  — G.S. 


made  in  their  areas,  not  to  sales  gains. 
That  had  a  big  negative  impact  on  our 
sales  force.  It  was  dead  against  the 
Avon  culture.  They  couldn't  under- 
stand what  was  happening." 

Why  the  haste?  "This  was  a  save- 
your-ass  restructuring,"  he  says.  "For 
96  years  this  company  performed  glo- 
riously with  just  two  tools  in  the  tool 
kit:  'Add  sales  representatives'  and 
'reduce  their  territories.'  But  then, 
about  1974,  along  came  the  working 
woman."  For  fear  of  undercutting  the 
direct  home  sales,  Avon  did  not  try  to 
reach  the  customer  at  work. 

Now  Waldron  has  trained  Avon 
women  to  sell  unobtrusively  at  the 
work  place.  Sales  per  representative 
are  up  50%  to  80%,  he  says.  New 
product  introductions,  which  had 
been  running  over  200  a  year,  have 
been  scaled  back.  Upscale  non-Avon 
retail  brands  that  don't  compete  with 
Avon  brands  and  aren't  distributed  by 
Avon  women  have  been  introduced. 
Direct  mail  catalogs  and  direct  re- 
sponse advertising  on  television 
through  an  800  number  have  also 
been  emphasized  in  an  effort  to  locate 
the  estimated  10  million  potential 
customers  whose  doorbells  aren't  be- 
ing rung  by  Avon  women.  Regional 
catalogs  are  on  the  drawing  boards. 
Gone  from  the  Avon  catalog  are  the 
coffee  mugs,  vitamin  pills  and  statu- 
ettes of  E.T.,  as  Avon  becomes  a  "cus- 
tomer-driven" beauty  company,  not  a 
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"product-driven"  distributor. 

It  was  about  time.  The  old  idea  was: 
You  can  sell  just  about  anything  you 
want  to  sell  to  women  who  haven't 
much  to  do  with  their  time.  The  new 
idea — new  for  Avon  but  not  for  most 
marketers — is:  Find  out  what  the  cus- 
tomers want  and  supply  it  to  them. 

But  Hicks  Waldron  is  pinning  his 
highest  hopes  these  days  on  the  capi- 
tal-intensive, fragmented  market  in 
home  health  care  for  the  elderly.  Fos- 
ter Medical,  an  Avon  subsidiary  ac- 
quired for  $250  million  in  stock  two 
years  ago,  has  since  made  no  less  than 
90  acquisitions  ranging  in  size  from 
$250,000  to  $17  million  to  become 
the  largest  factor  in  that  industry.  The 
acquisition  of  Retirement  Inns  of 
America  for  $30  million  and  the  re- 
cently announced  agreement  to  pay  at 
least  $220  million  for  nursing  home 
operator  Mediplex  further  concen- 
trate Avon's  bets  on  the  geriatric  care 
industry. 

"I've  got  three  more  years  here," 
says  Waldron,  a  devotee  of  planning, 
"and  by  the  time  I  retire  I  see  our 
health  care  business  at  $1  billion,  four 
times  its  present  size.  Our  fashion 
business  at  half  a  billion,  more  than 
twice  its  present  size.  And  the  beauty 
business  maybe  50%  bigger  than  we 
are  now." 

But,  then,  coming  down  to  earth, 
Waldron  agrees:  "This  is  the  year  we 
gotta  produce."  ■ 
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UE  TESTS  OF  21st  CENTURV 

:hnologv-  ToowsBumps, 

mS  RND  BURGLRRS. 

reneral  Motors  we're  putting  technology  to 
test,  pushing  it  as  far  into  the  future 
can  go,  designing  transportation  to  take  you 
the  21  st  century.  But  first  we  have  to  help 
over  the  obstacles  you  run  into  now.  Like 
lpy  roads  and  potholes,  shopping  carts  and 
:hieves.  Just  a  few  of  the  simple  realities 
veryday  driving.  So  we've  come  up  with 
s  to  use  tomorrow's  technology  to  meet 
ie  of  your  needs  today.  We're  using  advanced 
iputer  systems,  revolutionary  materials, 
listicated  testing  and  state-of-the-art 
tronics  to  make  your  new  GM  cars  even  safer, 
e  durable  and  more  reliable.  At  GM  we're 
course  for  the  future,  but  we're  still  dedicated 
etting  you  down  today's  roads. 


THE  EM  ODVSSEV- 
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The  ITT  XTRA  XP  desktop  personal  computer. 


"ALL  MY  POSSESSIONS 
FORA  MOMENT  OF  TIME: 


Elizabeth  I 


/ 


You  can't 
buy  time. 

Long  before 
the  16th-century 
reign  of  Queen 
Elizabeth  I,  man 
began  his  quest 
for  a  way  to  hoard 
that  most  precious  of  commodities.  Time. 

But  man  has  found  he  simply  can't  create  more 
time  for  more  work  or  for  more  play.  He  can  only 
make  better  use  of  the  few  hours  he  already  has. 

Hence,  the  devel- 
opment of  today's 
business  computers. 

The  ITTXTRAtm 
XE  Our  crown- 
ing achievement. 

By  matching  mem- 
ory to  the  muscle 
of  the  Intel  80286  microprocessor,  we're  able  to 
achieve  ''no  wait  states!' 

Processing  flows  uninterrupted,  never  waiting 
for  slower  memory  to  catch  up. 

Making  the  ITT  XTRA  XP  thirty  percent 
faster  than  the  IBM  AT.  And  fully  XT-compatible. 

Good  news  for  the  business  with  precious  few 
moments  to  waste. 

Gain  the  benefits  of  60  years.  Today. 

ITT  has  been  a  telecommunications  leader  for 
over  60  years. 

And,  being 
a  corporation 
made  of  many 
businesses,  we're 
in  a  unique 
position  to  better 
understand  you 
and  your  business. 

Helping  you  make  optimum  use  of  your  time. 
Today,  as  well  as  tomorrow. 

A  moment's  investment  today  can 
pay  off  royally  tomorrow. 

Call  (800)  321-7661.  Or  in  California,  (800) 
3  68-7300. 

And  call  quickly.  Every 
moment  wasted  is  a  poten- 
tially profitable  moment 
you'll  never  possess  again. 


ITT 
XTRA  XP 
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PERSONAL  COMPUTERS 

BECAUSE  TIME  IS  THE  ULTIMATE  BOTTOM  LINE. 

<  1986,  ITT  Information  Systems 
IBM,  PC/AT  and  PC/XT  are  registered  trademarks  of  International  Business  Machines  Intel  80286  is 

a  registered  trademark  of  Intel  Corporation  Compaq  286  is  a  registered  trademark  of  Compaq 
Computer  Corporation  Lotus  and  I  -2-3  are  registered  trademarks  of  Lotus  Development  Corporation, 
dBase  is  a  registered  trademark  of  Ashton-Tate. 


For  years  Thrifty  Corp.  lagged  the  market, 
and  the  sharks  began  to  circle.  Will  the 
House  of  Leonard  Straus  endure?  Maybe 
he  has  put  it  in  order  in  the  nick  of  time. 


Thrifty  business 


By  Phyllis  Berman 


When  it  comes  to  business- 
men who  seem  to  be  out  of 
another  age,  thoughts  of  gruff 
Leonard  Straus,  71,  leap  quickly  to 
mind.  While  the  retailing  industry  at 
large  has  borrowed  to  expand  and 
grow  rapidly,  Straus'  borrowings  for 
years  went  almost  entirely  into  reno- 
vation, putting  Thrifty  Corp.,  his  645- 
store  chain  of  drugstores  and  sporting 
goods  outlets,  on  one  of  the  slower 
tracks  in  discount  drug  retailing.  Now 
it  seems  the  company  is  on  the  re- 
bound, and  to  help  keep  the  stock 
rising,  Straus  has  turned  to  his  own 
employees  to  invest  in  Thrifty  com- 


mon via  their  employee  stock  owner- 
ship plan.  It's  the  same  maneuver 
used  successfully  a  couple  of  years  ago 
by  Grumman  Corp. 

Straus'  strategy,  which  has  as  its 
ultimate  goal  the  defense  of  the  com- 
pany from  hostile  takeover  bids,  may 
in  fact  work.  Why?  Because  Straus 
and  his  family,  along  with  inside 
management,  control  20%  of  the  20 
million  shares  outstanding,  while  the 
Thrifty  ESOP  now  owns  an  additional 
29%.  With  half  its  stock  under  lock 
and  key,  Thrifty  may  well  be  raider- 
proof.  It's  about  time. 

In  earlier  efforts  to  protect  himself, 
Straus  had  already  toyed  with — and 
ultimately  rejected — a  management 


LBO  of  his  firm.  That  happened  in  the 
summer  of  1984,  when  Straus  turned 
to  investor  Richard  Rainwater,  a  part- 
ner in  the  operations  of  the  Texas- 
based  Bass  brothers,  in  hopes  of  ar- 
ranging a  leveraged  buyout  of  Thrifty. 
But  Straus  objected  to  the  level  of  debt 
an  LBO  would  have  required.  "We 
decided  an  LBO  would  be  too  restric- 
tive of  Thnfty's  future  expansion 
plans,  so  we  bowed  out  of  it,"  says 
Straus  flatly. 

Now  Thrifty  has  apparently  lost 
whatever  vestiges  of  debt  phobia 
Straus  may  have  had,  and  to  bolster 
the  buying  power  of  the  ESOP  the 
company  has  set  up  a  credit  line  of 
$20  million  more  from  two  California 
banks  to  be  used  for  further  stock- 
propping  if  needed. 

This  kind  of  wheeling  and  dealing 
in  debt  is  a  long  way  from  the  frugal 
beginnings  that  are  Thrifty's  Depres- 
sion-scarred heritage.  Family-domi- 
nated since  its  founding  in  1919  as  a 
wholesaler,  Thrifty  soon  moved  into 
discount  retailing  with  a  drugstore  on 
South  Broadway  in  downtown  Los 
Angeles. 

The  stores  and  their  famous  29-cent 
chicken  dinners,  served  at  rough  pine 
counters,  drew  customers  in  droves. 
Thrifty  flourished  with  a  strategy 
based  on  use  of  heavily  promoted  loss 
leaders  to  build  traffic. 

Business  really  took  off  after  Straus 
assumed  control  in  1953.  A  Harvard 
Law  School  graduate,  he  had  joined 
the  company  in  1945,  a  few  years  after 


Thrifty  Corp.  's  Leonard  Straus 

Too  little,  too  late?  A  12-year  long  renovation  plan  may  cost  him  the  company. 
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narrying  the  boss'  daughter.  Once  in 
ommand,  Straus  began  developing 
vhat  came  to  be  known  as  super- 
tores.  These  were  20,000-to-30,000- 
quare-foot  outlets  in  strategic  loca- 
ions  across  not  just  Los  Angeles  but 
11  of  booming  southern  California, 
rhe  leases  were  acquired  at  low  rates 
or  long  terms. 

It  was  a  fine  success  story.  But  it 
vas  yesterday's  success  story.  Other 
leople  caught  on  to  similar  ideas,  and 
lowly  Thrifty  lost  its  edge.  By  the 
960s  it  had  become  clear  that  the 
xplosion  of  discount  retailing  meant 
ompetition  and  trouble  for  Thrifty, 
"he  1974  recession  cut  margins  to 
ess  than  1%  on  sales  of  $480  million, 
ompared  with  industrywide  margins 
if  slightly  more  than  double  that 
mount. 

Straus  reacted  cautiously,  even 
luggishly.  Instead  of  opening  new 
tores,  Thrifty  began  to  remodel  its 
xisting  chain  as  a  way  to  boost 
ields.  Sensible  enough,  but  Straus 
hose  to  finance  the  heavy  invest- 
nent  chiefly  out  of  Thrifty's  retained 
arnings. 

Unfortunately,  the  pay-as-you-go 
ihilosophy  slowed  the  pace  of  the 
tores'  renovation,  and  12  years  later 
tearly  one-third  of  the  firm's  outlets 
lave  yet  to  be  upgraded.  Overall  com- 
iletion  of  the  project  is  not  anticipat- 


ed before  1989. 

Meanwhile,  Straus  has  had  to  con- 
front another  problem.  It  has  to  do 
with  a  long-standing  Straus  associa- 
tion with  another  drug-retailing  mag- 
nate, Herbert  Haft  of  Washington, 
D.C.  Haft  tried  to  talk  Straus  into 
merging  Thrifty  with  his  Dart  Drug 
chain  in  1972. 

The  merger  never  materialized,  but 
the  two  businessmen  kept  in  touch. 
In  1980  Haft  reappeared,  this  time 
offering  Straus  a  partnership  in  a  sepa- 
rate Haft  venture,  Crown  Books — and 
this  deal  did  go  through.  Straus 
wound  up  paying  $12  million  for  what 
eventually  became  a  one-third  inter- 
est in  the  book  retailer  when  it  went 
public  in  1983. 

Straus  also  carved  out  floor  space 
for  18  Crown  retail  operations  in 
Thrifty's  stores.  Subsequently, 
Thrifty  entered  into  a  similar  arrange- 
ment involving  another  Haft  venture, 
Trak  Auto  West,  a  71 -store  auto  parts 
discounter;  Thrifty  is  a  one-half  own- 
er and  provides  floor  space  for  20 
stores.  These  have  been  good  enough 
as  investments,  but  Thrifty  has  little 
say  in  how  Crown  and  Trak  Auto  are 
operated. 

Straus  has  announced  plans  to  sell 
his  Trak  holdings  and  might  like  to 
sell  his  Crown  shares  as  well  in  order 
to  dissociate  himself  from  Haft.  Why? 


Haft  has  a  bad  reputation  among  in- 
vestors as  a  kind  of  corporate  pirate. 
For  the  record,  Wall  Street  analysts 
say  the  reputation  of  the  Hafts  should 
have  no  bearing  on  the  ability  of 
Straus  to  sell  his  Crown  and  Trak 
holdings.  And  luckily  for  Straus,  it 
seems  they  may  be  right,  for  stories 
now  circulate  that  bidders  have  in  fact 
begun  to  appear. 

Whatever  happens  with  Crown  and 
Trak,  Thrifty  is  hardly  in  an  impossi- 
ble situation.  The  company  today 
generates  more  than  $1.5  billion  in 
sales,  with  a  respectable  profit  margin 
of  2.3%,  about  average  for  the  drug 
retail  industry.  On  the  other  hand,  the 
company  doesn't  seem  to  be  going 
anywhere  in  a  world  where  slow 
growth  is  often  a  prelude  to  decline 
and  where  risk-taking  is  frequently 
the  least  risky  course.  Moreover,  a 
number  of  long-term  leases  at  pre- 
inflation  rentals  now  make  Thrifty  an 
attractive  target  to  the  takeover  pira- 
nha who  infest  the  financial  waters 
these  days. 

In  the  end  Straus  may  yet  be  forced 
to  take  the  leveraged  buyout  route, 
even  though  this  would  load  debt  on 
debt.  "We  love  this  business.  It's  a 
part  of  our  family,  our  lifeblood,"  he 
told  Forbes.  But  if  that  lifeblood  is  in 
jeopardy,  at  least  part  of  the  blame 
rests  with  Leonard  Straus  himself.  ■ 
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EMPORARY  NEEDED 

►  Vacation  fill-in.  Office  clerk- 
proofreader  for  business 
publisher. 

►  Excellent  reading,  spelling, 
visual  accuracy. 

►  Must  work  well  with  detail- 
oriented  manager  wlto  has  ru 
the  department  for  32  years/ 
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TEMPORARY  ASSIGNED 

►  Vacationing  third  grade  school 
teacher.  Wants  quiet  summer 
job  away  from  8-year-olds. 

►  Excellent  clerical  test  scores. 
Terrific  with  a.b.c's. 

« Doesn't  mind  strict  supervision, 
rtapiy  to  workg/ith  anyole  who 
doesn't  start  granola  bawghts. 


The  Perfect  Fit. 

A  bright,  skilled,  smiling  vacation  temporary  who's  looking  for  an  assignment  just  like  yours. 
That's  the  "perfect  fit"  we're  known  for  at  Western.  At  vacation  or  any  time. 
Expert  temporary  matchmaking  since  1948.  We're  in  the  white  pages. 

Western 

TEMPORARY  SERVICES. 

CORPORATE  HEADQUARTERS:  301  LENNON  LANE,  WALNUT  CREEK,  CA  94598-9280  WESTERN  FRANCHISES  NOW  AVAILABLE  IN  SELECT  CITIES 
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Mexico's  booming  stock  market  and  fat 
brokerage  profits  show  that  there  is  oppor- 
tunity even  in  the  worst  of  economic  crises. 

Opportunity 
amid  chaos 


By  Alan  M.  Field 


OIL  PRICES  HAVE  FALLEN  tO  half 
their  1984  levels.  Interest  rates 
have  shot  up  to  nearly  80% 
(from  the  50%  level  a  year  ago).  The 
peso,  at  450  to  the  dollar,  is  worth  less 
than  half  what  it  was  a  year  ago.  Poor 
Mexico.  If  economic  conditions  are 
this  bad,  its  stock  market 
must  be  terrible. 

Only  the  stock  market  isn't 
terrible.  It  is  booming.  The  in- 
dex of  leading  shares  on  the 
Mexico  City  Bolsa  has  risen 
from  around  the  4,000  peso 
mark  a  year  ago  to  about 
13,000  this  spring.  Even  after 
falling  from  its  alltime  peak  of 
15,192  on  Feb.  14,  the  market 
still  stands  about  30%  higher 
in  dollar  terms  than  it  did  last 
year.  Some  brokers  expect  to 
see  the  index  hit  20,000  or 
more  this  year. 

How  to  explain  this  bright 
spot  amid  the  gloom?  One  fac- 
tor is  the  3%  growth  in  GNP 
Mexico  enjoyed  last  year,  a  lit- 
tle-noted development  that  bolstered 
the  profits  of  the  40  strongest  Mexi- 
can companies  making  up  the  Bolsa 
index.  "It  wasn't  hard  to  improve  on 
profit  results,  since  1982  through 
1984  were  very  bad,  but  it  did  create  a 
buying  mentality,"  says  Jose  Madaria- 
ga  Lomelin,  the  dapper  cigar-smoking 
president  of  the  exchange. 

Special  situations  have  also  pro- 
pelled many  key  stocks  upward.  Ma- 
jor companies  like  Aurrera,  the  coun- 
try's largest  supermarket  chain,  and 
Industrias  Penoles,  its  biggest  silver 
mining  operation,  have  been  buying 
back  sizable  blocks  of  their  own 
shares.  In  addition,  many  of  the  coun- 
try's powerful  individual  investors 
have  been  expanding  their  empires, 


buying  control  of  undervalued,  yet 
fundamentally  healthy,  companies 
such  as  copper  producer  Nacional  de 
Cobre  and  synthetic  fiber  giant  Celan- 
ese  Mexicana. 

Despite  the  recent  runup,  there 
could  be  considerable  life  left  in  this 
bull.  The  market's  average  share 
price,  which  last  summer  was  be- 


Flooi 
Profit 


)f  Mexico  City's  Bolsa 

improvement  created  "a  buying  mentality 


tween  20%  and  25%  of  average  book 
value,  is  still  only  about  40%  of  book. 
Likewise,  the  average  price/earnings 
ratio  on  the  Bolsa  now  stands  at  less 
than  5,  far  below  the  13  to  14  level 
achieved  during  1979,  during  the 
most  recent  boom  in  Mexico's  econo- 
my. The  index  then  stood  only  at  the 
1,500  level,  about  one-ninth  of  where 
it  is  today. 

"Even  now,  adjusted  for  inflation," 
explains  Timothy  Heyman,  head  of 
research  at  Estrategia  Bursatil,  a  Mex- 
ico City  brokerage  house,  "the  Bolsa 
is  still  worth  only  about  one-half 
what  it  was  in  1979  [in  dollars]."  Also 
important,  the  peso  has  held  strong 
against  the  dollar  in  recent  months 
and  is  expected  to  stay  that  way  for  at 


least  several  weeks. 

It's  the  old  story:  When  things  look 
the  worst,  the  brave  buy.  But  bravery  is  I 
certainly  required.  Mexico's  economy 
this  year  is  headed  for  stagnation  or 
even  a  decline  of  as  much  as  3%, 
because  ol  the  oil  price  collapse.  Thifl 
alongside  inflation  that  hasn't  calmed 
from  the  64%  recorded  a  year  ago. 

For  those  Americans  bold  enough 
to  want  a  piece  of  this  action,  the 
getting  isn't  easy.  Mexican  rules  on 
foreign  investment  make  it  difficult, 
though  not  impossible,  for  U.S.  inves- 
tors to  participate  directly  in  this  mar- 
ket boom.  Mexican  securities  law 
limits  the  percentage  of  shares  in  a 
given  company  that  can  be  sold  to 
non-Mexican  investors. 

One  relatively  easy  bet,  though,  for 
Americans  who  want  to  try  a  ride  on 
the  Mexican  bull  is  the  Mexico  Fund, 
the  closed-end,  management  invest- 
ment company  traded  on  the  New 
York  Stock  Exchange.  The  fund  owns 
assets  of  about  30  blue-chip  Mexican 
firms,  as  well  as  Mexican  government 
securities  and  time  deposits.  At  its 
recent  price  of  around  $2.75  per  share, 
the  fund  is  trading  at  about  30%  less 
than  the  nearly  $4  net  asset 
value  of  its  shares  (converted  to 
dollars). 

Amid  all  this  activity,  Mexi- 
co's 26  brokerage  houses  are 
racking  up  record  profits  and 
should  continue  to  prosper. 
Trading  volume  has,  of  course, 
taken  off,  to  1.3  million  shares 
daily  in  February,  up  from 
453,000  the  year  before.  But 
the  brokerages  have  also 
moved  heavily  into  other  areas 
of  corporate  finance.  Until  re- 
cently, Mexican  business  bor- 
rowed almost  exclusively 
from  banks,  either  domestic  or 
international.  That  has  ended 
because  of  the  country's  own 
deficit,  its  nearly  $100  billion 
in  foreign  debt  and  the  virtually  non- 
existent prospects  for  repayment.  So 
corporations  have  turned  to  brokerage 
houses  to  finance  their  working  capi- 
tal and  expansion  through  long-term 
debt  instruments,  commercial  paper 
and  bankers'  acceptances.  Commer- 
cial paper  volume  in  February  totaled 
19.5  billion  pesos  (about  $430  mil- 
lion), up  from  2.6  billion  pesos  (then 
$1 10  million)  a  year  before. 

As  Madariaga,  the  president  of  the 
stock  exchange  and  director  general  of 
his  brokerage  house,  Probursa,  says: 
"The  opportunities,  as  in  all  crises,  are 
great.  When  many  abandon  the  ship, 
they  open  opportunity  for  others. "  But 
mightn't  the  ship  sink?  Of  course,  but 
that  is  what  risk  is  all  about.  ■ 
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irty-eight  years  ago,  Profes- 

Ferdinand  Porsche  and  his  son,  Ferry, 
It  the  first  cars  to  bear  the  family  name. 

As  a  direct  result,  Porsche  enthusiasts 
oday  are  subject  to  a  recurring  dream, 
tich  goes  something  like  this: 

After  running  out  of  gas  on  a  remote 
intry  road,  you  hike  over  to  a  distant 
nhouse,  knock  on  the  door  and  ask  an 
man  with  a  weathered  face  if  he  has 
ie  gas  you  can  buy. 
"Sure','  he  says.  Out  in  the  barn,  as  he 
;  to  work  with  gas  can  and  siphon, 
nettling  in  the  shadows  catches  your  eye. 

There— enshrouded  in  dust,  sitting 


lopsided  on  a  time-flattened  tire— is  a 
1958  Porsche  356  Speedster.  Left  behind 
25  years  earlier,  you  discover,  by  a  son  on 
his  way  to  boot  camp  and  a  subsequent 
commitment  to  marriage,  family  and  a 
station  wagon. 

Nonchalantly,  you  walk  around  it, 
examine  it,  and  realize  that,  under  the  dust, 
nothing  is  missing.  It's  all  there.  Waiting. 

"Never  got  around  to  selling  it','the 
old  man  says. 

"Oh?"you  reply,  stifling  the  urge  to  hug 
a  perfect  stranger."I  might  be  interested!' 

"You  would,  eh?  $500  be  too  much?" 
And  then  you  wake  up. 


Porsches  change.  What  makes  them  Porsches  doesn't! 


What  is  it  about  a  decades-old 
Fbrsche  that  makes  it  so  very  desirable- 
even  with  the  $15,000-plus  price  tag  such 
a  car  is  more  likely  to  command  these  days? 

Horsepower?  Handling?  Top  speed? 

None  of  the  above. 

Its  true  value  lies  in  the 
total  commitment  of  two 
uncompromising  men  to 
build  cars  that  would  be 
more  than  simply  a  means 
of  getting  from  one  place 


to  another.  Cars  that  would  be  a  joy  to 
drive.  Cars  like  no  one  else  had  ever  bui 
Or  ever  would. 

This  commitment  has  been  passec 
on  successfully— some  might  say  miraci 
lously— to  the  uncompro- 
mising people  who  build 
Porsches  today 

The  workers  on  the 
Zuffenhausen  assembly  lin< 
who,  in  their  off-hours,  ha\ 
been  known  to  grab  their  i 


1955  Type  356/I500S  Speedster 


1949  Type  356/2  Cabriolet 


1958  Type  71811500  RSK  Sebring  Spyder 


1969 Type  908102  "Flounder"  Spyder 


1973  Type  917/30  Spyder 


1978  Type  935  "Moby  Dick 


1978  Type  936  Spyder 


nds,  point  at  a  passing  Porsche  and  say 
h  genuine  pride"Thafs  one  of  mine!' 

The  quality  control  technicians— one 
every  ten  production  workers— whose 
tl  is  to  take  the  ideal  of  "zero  defects" 
i  make  it  a  daily  reality 

And,  of  course,  the  engineers  at  our 
;D  facility  at  Weissach. 

For  them,  the  pursuit  of  excellence 
[  never  fit  comfortably  between  the 
irs  of  8  and  5.  Or  within  the  theoretical 
uum  of  an  air-conditioned  office. 

For  them,  theories  have  value  only 
the  inside  of  a  Porsche,  at  speed,  on 


I960  Type  356B/1600S-90  Roadster 


the  Weissach  test  track— preferably  with 
one  of  them  behind  the  wheel. 

The  results  of  their  labors,  and  the 
extent  of  their  success,  is  reflected  in  the 
procession  of  cars  you  see  below. 

From  the  first  recorded  Porsche  win 
on  July  11, 1948  at  Innsbruck  to  the  most 
recent  victory  at  LeMans,  these  cars  have 
dominated  the  racing  circuits  of  a  world 
that  loves  fast  cars. 

As  they  have  dominated  the  highways, 
turnpikes,  interstates,  autobahns,  city 
streets  and  winding  back  roads  of  a  world 
that  loves  to  drive  them. 


I960  Type  356BI1600GS  Carrera  GTLAbarth 


We've  spent  the  last  23  years  working  on  the  same  idea  J 


If  there's  one  thing  which,  more  than 
any  other,  characterizes  Porsche's  approach 
to  building  sports  cars,  it's  our  preoccupa- 
tion with  making  every  911  demonstrably 
better  than  it  was  the  year  before. 

While  adhering  to  a  styling  concept 
so  unarguably  "right" that  it  has  remained 
essentially  unchanged  since  it  was  first 
introduced  in  1963. 

Even  the  282-horsepower,  157  mph, 
top-of-the-line  Turbo  shown  here,  with 


it's  radical  "whale-taif'spoiler  and 
considerably  flared  rear  wheel  wells,  is 
unmistakably  a  911. 

Today,  the  911  is  perhaps  the  most 
coveted  high-performance  sports  car  in  I 
the  world.  A  23-year  beneficiary  of  every 
thing  we've  learned  in  world  class  en- 
durance and  sprint  racing. 

Built,  as  is  every  Porsche,  with  a  pre 
cision  and  attention  to  detail  that's  quick! 


mm  ■'• 


lishing  in  this  age  of  rampant  robotics. 

The  legendary  air-cooled,  horizontally 
)osed,  six-cylinder,  fuel-injected  engine 
till  hand  assembled  by  a  small  team  of 
rkers,  any  one  of  whom  is  qualified  to 
Id  the  entire  engine  from  scratch. 

It's  still  bench  tested  for  45  minutes 
naximum  rpm.  By  an  increasingly  rare 
ed  of  technician  whose  gloved  hand, 
ttegically  placed  on  a  running  engine, 
s  good  a  judge  of  quality  as  most  of  his 
ihisticated  monitoring  equipment. 


At  the  end  of  the  assembly  line,  every 
911,  as  is  every  Porsche,  is  test  driven  for 
at  least  30  kilometers  on  both  city  streets 
and  no-speed-limit  autobahns. 

Everything  is  checked.  Chassis,  body, 
engine,  transmission,  suspension,  brakes, 
paint,  interior  finish,  everything. 

Any  fault  they  uncover,  no  matter 
how  minor,  is  located  and  fixed,  and  the 
car  driven  again  before  it  is  released. 

At  Porsche,  we  take  a  great  deal  of 
pride  in  the  fact  that  every  new  car  we  sell 
is  slightly  used. 


911  Ttirbo  6-cylinder,  horizontally  opposed,  two  overhead  cam- 
shafts, air-cooled  rear  engine  with  turbocharger  and  intercooler, 
3299cc,  282  hp.  Weight:  2976  lbs.  Top  speed:  157 mph. 


We  wanted  to  see  how  far  we  could  go 
without  changing  direction. 


At  Porsche,  nearly  30%  of  our 
employees  are  involved  in  research  and 
development. 

And  having  developed  the  911  to  a 
state  of  near  perfection,  many  of  them 
were  more  than  ready  for  the  challenge  of 
designing  a  totally  new  car. 

Professor  Ferry  Porsche  was  more 
than  happy  to  oblige. 

He  gave  them  something  to  gladden 
the  heart  of  any  engineer.  A  clean  sheet 
of  paper.  And  only  two  requirements  for 
the  finished  product. 


It  had  to  be  the  most  technological 
advanced  car  we  had  ever  built. 

And  it  had  to  be  a  Porsche. 

The  result,  in  1978,  was  the  928. 

A  car  which,  to  some  traditionalists 
broke  every  rule  in  the  Porsche  handboo 
of  automotive  design.  But  which— with 
it's  front-mounted,  liquid-cooled  V-8 
engine  and  rear-mounted  transmission 
and  differential— was  as  ingenious  and 


expected  a  solution  as  the  356  had  been 
/ears  before. 

Or  as  Professor  Porsche  likes  to  put  it, 
was  never  my  philosophy  to  ask  where 
engine  should  be  placed,  but  which 
ation  would  bring  the  greatest  gains? 

After  being  named  "Car  of  the  Year" 
minute  it  was  introduced,  the  928S 

improved  steadily  every  year  since. 

Today,  it  is  one  of  the  most  sophisti- 
sd,  luxurious  sports  cars  you  can  buy. 

But  infinitely  more  important,  it  is 
ry  millimeter  a"Porsche','the  univer- 
y  accepted  synonym  for  performance. 

The  288  horsepower,  fuel-injected 


V-8— with  a  four-valve  head  design 
adapted  from  our  956  endurance  racer- 
will  propel  the  928S  from  0  to  60  in  an 
awesome  6.1  seconds.  And  to  a  top  speed 
of  155  mph. 

The  near  50-50  weight  distribution  of 
the  transaxle  drive  train,  combined  with 
our  patented  Weissach  Rear  Axle,  con- 
tributes to  the  uncanny  sensation  that  one 
is  cornering  on  rails. 

And  it  can  all  be  brought  to  a  quick, 
sure,  arrow-straight  stop,  regardless  of 
road  conditions,  by  our  new  electronically 
monitored  Anti-Lock  Braking  System. 

Assuming,  of  course,  that  you  ever 
want  to  stop. 

928S  8-cylinder,  90  degree  V.four  overhead  camshafts, 
four  valves  per  cylinder,  liquid-cooled  front  engine, 
4957cc,  288  hp.,  transaxle.  Weight:  3351  lbs.  Top  speed: 
155  mph  (with  manual  transmission). 


By  the  time  anyone  begins  to  catch  up, 
we  will  have  moved  ahead  again. 


The  success  of  the  928S  proved  that 
there  was,  indeed,  more  than  one"right" 
way  to  build  a  Porsche. 

It  also  set  the  stage  for  the  next 
important  step  in  the  evolution  of  the 
sports  car  as  defined  by  Porsche. 

The  944. 

A  car  designed  to  benefit  not  only 
from  the  very  latest  technology,  but  from 
everything  four  decades  of  building  and 
racing  sports  cars  had  taught  us. 

A  car  in  which  more  people  than  ever 


before  would  be  able  to  experience  the 
sheer  exhilaration  of  driving  a  Porsche. 

From  the  beginning,  the  944  was  ai 
unqualified  success. 

Car  and  Driver  Magazine  voted  it 
"One  of  the  Ten  Best  Cars  in  America" 
for  four  years  running.  And  last  year, 
declared  it  "The  Best  Handling  Produo 
tion  Sports  Car  in  America!' 

But,  more  important,  people  bou 


in  a  four-cylinder  engine  that  was  already 
one  of  the  biggest,  most  powerful  fours 
in  production. 

But  because  we  didn't  leave  it  at  that. 

Professor  Porsche's  philosophy 
simply  doesn't  allow  for  bolting  on  a  turbo- 
charger  and  renaming  the  car. 

Every  element  of  the  944  Turbo- 
engine,  transaxle,  suspension,  brakes, 
tires,  aerodynamics— was  re-thought  and 
re-engineered  to  meet  the  most  demanding 
criteria  for  performance  and  handling. 

The  result,  for  you,  is  a  brand-new  car. 

And  for  our  competition,  a  brand- 
new  goal. 


3eople  who  loved  sports  cars.  And 
>ple  who  had  never  owned  one  before. 

Of  course,  Porsche  hasn't  led  its 
npetitors  year  after  year  by  resting  on 
h  laurels.  And  this  year  is  no  different, 
inks  to  the  car  you  see  here. 

The  Porsche  944  Turbo. 

If  the  performance  of  the  944  can 
described  as  exhilarating,  the  per- 
mance  of  this  machine  almost  defies 
cription. 

Not  just  because  we  were  able  to 
rease  horsepower  by  a  staggering  50% 


Many  of  our  future  discoveries  will  be  made 

in  this  laboratory. 


These  days,  they  say,  it's  possible  to 
duplicate  anything  in  a  laboratory. 

Anything,  perhaps,  except  the  way 
your  latest  technology  is  likely  to  perform 
in  a  car  driven  by  an  actual  human  being. 

For  that  you  need  the  car.  And  the 
human  being. 

A  rolling  laboratory,  if  you  will. 

Precisely  the  role  of  the  technological 
wonder  revealed,  quite  literally,  below. 


The  Porsche  959. 

A 190+  mph  laboratory  in  which  | 
are  re-shaping  and  redefining  what  a 
sports  car  ought  to  be. 

Consider  the  following: 

A450  horsepower,  6-cylinder,  horj 
zontally  opposed,  twin-turbocharged 
engine  not  unlike  the  one  found  in  oui 
962C  endurance  racer. 

An  all-wheel  drive  system  that's  so 


ir 
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Hinder,  horizontally  opposed,  four  overhead  camshafts,  four  valves  per  cylinder,  water/air-cooled  rear  engine  with  ml 


histicated,  it  continually  and  elec- 
lically  monitors  throttle  application, 
and  road  conditions,  and  adjusts 
h  front  and  rear  torque  accordingly. 

A  suspension  system  that  auto- 
tically  stiffens  the  shocks  and  lowers 
car  as  speed  increases,  to  maximize 
adynamic  efficiency  and  minimize  lift. 

Body  panels  made  of  Kevlar,  a  space- 
material  with  twice  the  strength  of 
1.  And  half  the  weight  of  aluminum. 

The  Porsche  of  the  future? 

Perhaps.  Perhaps  not. 


It  doesn't  really  matter. 

Because  as  perfect  as  the  959  might 
become,  for  us  it  will  still  only  be  the 
next  step. 

Which  is  not  too  surprising  a  thought 
when  you  consider  a  conversation  that 
once  took  place  between  Professor  Porsche 
and  a  certain  visitor. 

The  visitor  said"Tell  me,  Professor, 
which  is  your  favorite  Porsche?" 

The  Professor  replied."We 
haven't  built  it  yet!' 


>chargers  and  intercoolers.  2850cc,  450  hp.  Estimated  Top  Speed:  190+  mph.  A  test  vehicle,  not  currently  available . 


\ 


8  &k 


Experience  all  the  new  Porsches  first  hand.  Call  (800)  252-4444 
for  the  location  of  your  nearest  authorized  Porsche  dealer. 
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Ponderosa's  management  is  doing  better 
than  its  steak  houses.  Fat  perks  for  the 
executives,  lean  profits  for  the  chain. 

Charred  meat 


By  Ruth  Simon 

It's  a  sign  of  the  times,  perhaps, 
that  Gerald  Office  Jr.,  the  chair- 
man of  Dayton,  Ohio-based  Pon- 
derosa,  Inc.,  has  a  $12  million  golden 
parachute,  more  than  double  the  an- 
nual profits  of  his  restaurant  opera- 
tion. The  $490  million  (estimated 
sales)  steak-house  chain's  earnings  for 
the  fiscal  year  ended  Feb.  28  are  esti- 
mated at  $4.8  million,  down  sharply 
from  $8.4  million  the  year  before. 

The  largest  low-priced  steak-house 
chain,  with  637  outlets,  Ponderosa  is 
the  worst  performer  among  major 
fast-food  restaurants  (Forbes,  Jan.  13). 
Its  return  on  equity  of  9.9%  over  the 
past  five  years  is  charred  meat  com- 
pared with  15%  at  Los  Angeles-based 
Sizzler  Restaurants  International,  the 
best-performing  major  quick-service 
steak  chain.  Ponderosa's  earnings 
have  dropped  by  more  than  half  since 
a  record  $13.8  million  in  1978,  al- 
though sales  in  the  same  period  have 
grown  by  nearly  80%.  Ponderosa's 
stock  recently  traded  at  14 'A,  down 
from  a  high  of  25  in  1983. 

With  an  estimated  book  value  of 
about  $15,  and  almost  certainly  better 
prospects  under  sharper  management, 
Ponderosa  is  not  without  its  appeal 
for  a  takeover.  Sure  enough.  Enter 
Texas  entrepreneur  Sam  Wyly,  whose 
USACafes  owns  Bonanza,  the  num- 
ber-three steak-house  chain  in  terms 
of  outlets.  In  September  USACafes 
announced  that  it  was  proposing  a 
$154.8  million,  or  $16  per  share,  take- 
over of  Ponderosa.  There  was  no  for- 
mal offer  to  shareholders,  mind  you. 
But  Ponderosa  looked  up  long  enough 
to  reject  the  proposed  price  as  "inade- 
quate." USACafes  has  yet  to  start  a 
proxy  fight,  but  President  Jeff  Rogers 
insists,  "It  is  our  intention  to  run  that 
company."  Wall  Street  has  so  far  been 
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Chairman  Gerald  Office  Jr. 
A  tasty  takeover  target? 


unimpressed,  since  the  stock  has 
hardly  budged. 

In  any  case,  near  term,  a  Bonanza 
bid  may  be  the  only  thing  that  would 
put  any  sizzle  into  the  shares.  Ponder- 
osa's mainstay  is  cafeteria-style  steak 
houses,  where  $4.59  buys  a  5-ounce 
rib-eye  steak  with  baked  potato,  salad 
bar  and  no  table  service.  Most  Ponder- 
osas  are  located  in  the  Midwest  and 
cater  mainly  to  middle-  and  lower- 
middle-income  families. 

Office  blames  "the  cyclically  of 
the  economy"  for  his  company's  un- 
appetizing performance.  And  certain- 
ly, with  55%  of  its  restaurants  in  the 
nation's  rust  belt,  Ponderosa  would 
have  done  better  with  locations  in 
more  prosperous  parts  of  the  country. 
But  Office's  management  has  exacer- 
bated the  problems. 

He  did  not,  for  example,  understand 
America's  dietary  infatuation  with 
fish  and  poultry  soon  enough  and  has 
been  slow  to  plow  Ponderosa's  cash 


flow — about  $32  million  last  year — 
back  into  his  restaurants.  Many  of  the 
steak  houses  are  at  least  ten  years  old 
and  a  bit  seedy.  Now  Office  is  playing 
catch-up.  He  successfully  expanded 
Ponderosa's  salad  bar  in  1984  and  has 
begun  to  offer  do-it-yourself  sundaes 
and  more  nonmeat  entrees.  But  Pon- 
derosa also  stumbled  badly  in  1984 
when  it  introduced  a  breakfast  buffet. 
McDonald's  got  into  the  breakfast 
business  1 1  years  before.  Ponderosa's 
version  flopped,  and  it  has  pulled 
breakfasts  from  more  than  half  of  the 
429  company-operated  steak  houses. 

A  lawyer  by  training,  Office,  44,  has 
run  the  company  for  1 7  of  its  18  years. 
He  became  general  counsel  in  1968 
and  was  named  chairman  in  1969,  at 
the  age  of  28,  following  a  manage- 
ment shakeup  at  the  then-insolvent 
chain.  He  may  be  a  good  lawyer.  Ap- 
parently, he  is  not  much  at  running 
restaurants. 

Yet  Office  has  been  well  rewarded 
for  guiding  the  chain,  however  errati- 
cally, from  bankruptcy  to  profitabili- 
ty. He  earns  an  annual  $500,000  in 
salary.  His  golden  parachute,  amend- 
ed in  1983,  would  pay  him  $500,000 
annually  until  2001  and  retirement 
benefits  after  that,  adding  up  to  a  $12 
million  package.  Compare  this  with 
the  paltry  1%  of  the  stock  he  owns 
(including  options),  with  a  value  of 
around  $1.5  million.  Five  other  execu- 
tives have  golden  parachutes,  worth  a 
total  of  at  least  $3  million.  After  USA- 
Cafes' offer,  Ponderosa  quickly 
amended  its  bylaws  to  make  it  more 
difficult  to  increase  the  number  of 
directors. 

Ponderosa's  directors,  who  have  ap- 
proved this  largesse,  are  also  well 
compensated.  They  earn  a  base  salary 
of  $27,500,  $7,500  more  than  IBM's 
paid  directors.  More  than  that,  direc- 
tors with  ten  years  of  service  (five  of 
the  present  six  outside  directors  qual- 
ify) can  retire  and  receive  their 
$27,500  as  a  "consulting"  fee  for  life. 

Ponderosa  is  finally  experimenting 
with  a  new  restaurant  design  featur- 
ing a  fresher  look  and  more  broiled 
chicken  and  fish.  Preliminary  results 
are  promising,  and  if  a  second  test  is 
successful,  Office  says  he  will  remod- 
el most  of  the  company-owned  units 
at  a  cost  of  about  $40  million.  He  also 
plans  to  add  100  new  restaurants  this 
year,  mainly  in  the  South  and  West. 

Is  it  any  wonder  though  that — prior 
to  the  current  bull  market — the  aver- 
age investor  was  getting  pretty  fed  up 
with  common  stocks?  Here's  a  com- 
pany where  management  comes  first, 
and  the  shareholders,  if  they  come  in 
at  all,  are  way  at  the  end  of  the  cafete- 
ria line.  ■ 
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Having  grown  rich  and  famous  by  selling  through  retail  stores j 
Ralph  Lauren  is  noiv  defying  some  of  his  best  customers  by  going 
into  direct  competition  with  them. 


You  are  what 
you  wear 


This  month  designer  Ralph 
Lauren  opens  his  own 
20,000-square-foot  retail 
emporium  in  the  elegant 
and  imposing  Rhinelander 
Mansion  on  Madison  Avenue  in  Man- 
hattan. Some  of  his  best  retailing  cus- 
tomers are  not  pleased.  Blooming- 
dale's  Chairman  Marvin  Traub,  for 
instance,  is  publicly  diplomatic  but 
privately  grinding  his  teeth.  Under- 
standable, considering  that  the  trendy 
national  department  store  chain  has 
been  an  aggressively  loyal  Lauren  sup- 
porter since  the  late  Sixties,  when  it 
was  the  first  to  create  a  Ralph  Lauren 
men's  department.  At  Saks,  Senior 
Vice  President  Roger  Farah  is  more 
outspoken.  "It's  got  to  come  out  of  all 
our  hides,"  he  says  of  sales  at  the  new 
store.  What's  all  the  fuss?  The  fuss  is 
that  a  lot  of  people  in  business  think 
it  is  in  bad  taste  to  compete  with  your 
own  customers.  Lauren  clearly  does 


By  Jeffrey  A.  Trachtenberg 

not  agree.  And  such  is  his  pull  at  the 
cash  register  that  he  may  get  away 
with  this  piece  of  business  heresy. 

The  new  Lauren  store  is  only  a 
short  limousine  ride  uptown  from 
successful  Lauren  boutiques  in  such 
big-name  department  stores  as  Ma- 
cy's,  Saks  Fifth  Avenue  and  Bloom- 
mgdale's.  Lauren's  good  customers 
may  have  good  reason  to  be  peeved, 
but  they  ought  not  to  be  surprised. 
With  little  fanfare,  but  still  right  un- 
der their  noses,  Lauren  and  partner 
Peter  Strom  have  already  created  a 
string  of  stores  that  stretches  from 
Palm  Beach  to  Beverly  Hills.  They 
have  established  50  freestanding 
Polo/Lauren  stores  in  this  country 
that  stock  Lauren  products  exclusive- 
ly. But  with  the  exception  of  the  New 
York  store,  these  have  all  been  fran- 
chises and  are  generally  under  10,000 


square  feet.  The  big  retailers  say  those 
stores  have  not  hurt  sales  because 
they  attract  a  type  of  shopper  who  is 
fussier  and  more  likely  to  buy  top-of: 
the-line  products  than  your  typica 
department  store  shopper. 

And  indeed,  despite  this  quiet  bu' 
intensifying  distribution  of  essential 
ly  the  same  product  line,  sales  o( 
Polo/Lauren,  Inc.  and  its  licensee! 
have  moved  from  $168  million  ir 
1981  to  an  estimated  $625  millior 
this  year.  At  the  retail  level,  the 
Lauren  universe  of  products  generate: 
sales  that  probably  total  $1.2  billion  £ 
year.  Profits,  which  Lauren  and  Strorr 
split  90%/ 10%,  are  estimated  at  $3C 
million  annually.  If  Lauren's  $27  mil 
lion  (and  growing)  share  of  the  profits 
were  in  a  public  corporation,  that  cor 
poration  would  have  a  market  value 
of  perhaps  $300  million.  Ralph 
Lauren  is  well  on  his  way  to 
becoming    one    of  the 


wealthiest  men  in  America. 

This  immensely  wealthy  man  was 
orn  Ralph  Lifshitz  46  years  ago  in  the 
losholu  section  of  The  Bronx.  He 
oesn't  like  talking  about  his  roots, 
ut  Forbes  discovered  that  his  tower- 
ig  ambition  displayed  itself  early: 
isked  to  list  his  goals  in  the  De  Witt 
Clinton  High  School's  class  of  1957 
earbook,  Lauren  wrote:  "Million- 
ire."  The  third  son  of  a  mural  and 
ouse  painter,  Lauren  grew  up  wear- 
ig  hand-me-downs.  Today  he  owns  a 
uplex  on  Central  Park,  a  12,000-acre 
inch  in  Colorado  and  a  home  in  Ja- 
laica.  He  drives  a  1979  black 
orsche,  and  when  he  gathers  his  wife 
nd  three  children  for  their  frequent 
weekend  outings  they  fly  in  his  nine- 
eat  Hawker  Siddeley. 

Lauren's  first  job  after  the  Army 
was  as  a  salesclerk  at  Brooks  Brothers 
1 1964.  By  1967  he  was  designing  and 
laking  ties — and  he  never  looked 
ack.  It  took  him  just  over  two 
ecades  to  progress  from  his 
rst  low-paying  job  to  cen- 


timillionaire  status. 

Not  satisfied  with  this,  Lauren  is 
now  making  waves  in  retailing.  Until 
recently  even  the  biggest  clothing 
manufacturers  for  the  most  part  re- 
frained from  opening  large  freestand- 
ing retail  stores  for  fear  of  offending 
department  stores  and  competing  for 
the  same  customers.  No  longer.  Esprit 
Inc.,  the  successful  San  Francisco- 
based  women's  sportswear  maker 
whose  clothes  are  sold  by  retailers 
across  the  country,  has  already 
opened  large  stores  in  New  Orleans 
and  Los  Angeles  and  wants  to  begin 
franchising,  too. 

Why  make  waves?  Hunger  for  more 
profit,  in  part.  If  Lauren's  Manhattan 
store  is  a  smash,  then  other  popular 
designers  such  as  Liz  Claiborne,  Perry 
Ellis  and  Calvin  Klein  could  well  fol- 
low suit.  You  make  more  money  if 


you  eliminate  the  middleman.  But 
also — and  this  is  important — Lauren 
and  his  partner  are  trying  to  anticipate 
the  future.  There  is  an  element  of  self- 
preservation  in  their  bold  move.  De- 
partment stores  have  lately  cooled  to 
designer  labels.  They  want  to  sell 
more  clothing  made  exclusively  for 
them,  because  they  make  more  mon- 
ey per  item  that  way.  With  their  own 
labels,  the  retail  chains  escape  the 
distribution,  promotion  and  other 
middle-level  costs  that  come  with  de- 
signer labels.  Says  Kurt  Barnard,  pub- 
lisher of  Barnard  Retail  Marketing  Re- 
port, "The  designer  phase  is  abating. 
Why  should  they  [retailers]  break 
their  backs  featuring  Ralph  Lauren  if 
every  competitor  has  him,  too?" 

Lauren  apparently  figures  this:  I 
want  to  be  ready  for  the  day  when  the 
big  retailers  get  tough  with  designers. 
Meanwhile,  they  can't  dump  me  be- 
cause of  the  tremendous  pull 
my  merchandise  has. 

That  pull  keeps  his 
franchised  stores 


Polo/Ralph  Lauren,  Inc.  is  a  Subchapter  S  corporation.  It  is 
controlled  by  Ralph  Lauren,  chairman  and  chief  executive, 

who  owns  90%,  and  Peter  Strom,  president  and  chief 
operating  officer,  who  owns  10%.  With  licensee  sales,  total 
volume  this  year  is  estimated  at  $600  million  to  $625 
million  wholesale,  with  profits  of  about  $30  million. 


-Polo/Ralph  Lauren,  Inc- 


Wholly  owns: 


Polo 

By  Ralph  Lauren 

Makes  and  distributes 

men's  suits,  shirts 

and  pants:  $200  million 


Stores: 

Polo/Ralph  Lauren  shops 
in  New  York  and  London 

16  factory  outlets 


Est.  1986  wholesale  revenues:  $600  million  to 
$625  million,  including  licensee  sales 


U.S.A. 


Fragrances,  manufactured  by 
Cosmair,  Inc.  ($125  million) 

Ralph  Lauren  Womenswear,  Inc. 
Dresses,  blouses,  skirts  and  sportswear 
manufactured  by  a  Bidermann  Indus- 
tries, U.S.A.  division  ($100  million) 

Chaps  by  Ralph  Lauren.  Lower-priced 
suits  and  sport  coats  manufactured  by 
Greif  Cos.,  a  division  of  Genesco,  Inc.; 
lower-priced  ties,  dress  shirts  and 
sport  shirts  made  by  the  C.F.  Hathaway 
Group,  a  division  of  Warnaco. 
($40  million) 

Ralph  Lauren  Home  Furnishings,  Inc., 
a  collection  of  sheets,  towels  and 
blankets,  manufactured  and  subli- 
censed by  J. P.  Stevens  ($20  million) 

The  following  account  for 
$30  million  to  $40  million: 

Polo/Ralph  Lauren  Luggage, 
including  pocketbooks, 
manufactured  by  Wathne,  Ltd. 

Polo/Ralph  Lauren  Leather  Goods, 
including  belts  and  wallets, 
made  by  Campaign,  Inc. 


Ralph  Lauren  Footwear,  a  collection  of 
shoes,  made  by  Baker-Benjes,  Inc. 

Polo/Ralph  Lauren  Scarves,  manufac- 
tured by  The  Echo  Design  Group 

Polo/Ralph  Lauren  Furs,  manufactured 
by  Birger  Chnstensen,  Inc. 

Polo/Ralph  Lauren  Hosiery,  a  collec- 
tion of  men's  and  women's  socks,  manu- 
factured by  Hot  Sox  Co.,  Inc. 

Polo  for  Boys  by  Ralph  Lauren:  Calvin 
Clothing,  a  division  of  Palm  Beach,  Inc., 
manufactures  dress  slacks  and  sport 
coats;  The  Holbrook  Group,  a  division  of 
Oxford  Industries,  makes  casual  pants, 
dress  and  sport  shirts. 

Polo/Ralph  Lauren  Robes  &.  Swim- 
wear,  manufactured  by  Trylon 
Robe  Co.,  Inc. 

Polo  University  Club,  a  lower-priced 
collection  of  suits  and  sport  coats  for 
college  students  manufactured  by  the 
Greif  Cos.,  a  division  of  Genesco,  Inc. 

Eyeglasses,  distributed  by 
Optique  du  Monde,  Ltd. 


-  Licensees 

$400  million 
to  $425  million 


Foreign 

Seibu  Department  Stores,  Ltd. 
Japan  ($45  million) 

Polo/Ralph  Lauren  Europe 
($25  million) 

Polo/Ralph  Lauren  Canada 
($15  million) 

Polo/Ralph  Lauren  Mexico 
($4  million) 

29  Polo/Ralph  Lauren 
freestanding  stores 
opening  in  Europe 
and  the  Far  East 


busy:  The  SO  freestanding 
Polo/Lauren  stores  alone 
should  produce  $115  million 
at  retail  this  year.  Lauren 
doesn't  charge  a  franchise  fee 
or  demand  a  percentage  of 
sales.  He  makes  his  money 
simply  by  selling  the  Polo 
men's  line  as  a  wholesaler. 
But  it  is  the  freestanding 
stores  that  give  Lauren  much 
of  his  clout,  because  they  give 
him  a  crucial  degree  of  inde- 
pendence. 

What  if,  in  pique,  a  major 
retailer  does  decide  to  drop  the 
Lauren  line?  Lauren  figures 
the  retailer  would  suffer  more 
than  he  would.  Because  of 
Lauren's  publicity,  his  reputa- 
tion and  his  heavy  advertising, 
the  Polo/Lauren  lines  are  hefty 
draws  on  their  own.  None  of 
his  top  men's  accounts — 
Bloomingdale's,  Neiman-Mar- 
cus,  Saks  Fifth  Avenue  and 
Nordstrum's — means  more 
than  $8  million  in  sales  to 
Polo/Lauren.  The  loss  of  one 
account  would  not  be  critical 
to  total  sales. 

Also  part  of  his  growing  col- 
lection of  captive  stores  are  16 
factory  outlets  Lauren  owns  in 
places  like  Appleton,  Wis.  and  Free- 
port,  Me.  Nominally  profitable  on  an- 
nual sales  of  about  $24  million,  they 
assure  that  the  irregulars  and  suits 
that  haven't  sold  at  the  end  of  each 
season  don't  cheapen  his  image  by 
ending  on  the  discounters'  racks  in 
large  quantities.  Add  the  30  freestand- 


PololRalph  Lauren  's  President  Peter  Strom 
Along  with  fashion,  marketing  muscle. 


ing  Polo/Lauren  stores  now  being  es- 
tablished in  Europe  (including  one  he 
owns  in  London),  Canada,  Mexico  and 
the  Far  East,  and  the  scope  of  the 
retail  business  independent  of  the  de- 
partment stores  comes  into  focus  at 
about  $160  million. 

But   because   Lauren   insists  his 


clothes  sell  best  when  they  are 
presented  together  as  a  collec- 
tion, he  also  developed  the  in- 
store  boutiques,  the  150  Polo 
shops  nationwide  in  major  de- 
partment stores  like  Saks  and 
Bloomingdale's.  Those  shops 
cost  retailers  about  $60,000 
per  1,000  feet  to  install.  They 
are  built  to  Lauren's  specifica- 
tions, including  mahogany 
shelving  and  brass  lamp  fix- 
tures. Within  five  years,  un- 
less something  goes  wrong, 
there  will  be  another  350  in 
major  department  stores 
across  the  country. 

What's  the  appeal?  What 
magic  touch  lifted  Lauren 
from  obscurity  to  fame  and 
fortune?  People  frequently 
criticize  his  clothes  as  not  be- 
ing original  or  current,  but  this 
has  also  clearly  been  their 
greatest  strength.  Throughout 
his  career  he  has  consistently 
presented  one  point  of  view: 
an  updated — some  would  say 
gimmicked — Brooks  Brothers 
look  that  strikes  many  Ameri- 
cans, falsely  of  course,  as  being 
English.  Says  Lauren:  "My 
customers  want  quality,  to 

  look   stylish   without  being 

trendy.  They  want  the  brand  because 
it  has  consistency.  You  don't  build  a 
business  unless  people  come  back." 

Hence  the  name  Polo,  which  was 
not  a  well-known  sport  in  The  Bronx 
of  Lauren's  youth.  Explains  Mort  Gor- 
don, a  top  menswear  licensing  agent 
who  has  known  Lauren  since  1967 


The  price  of  image  building 

Polo/Ralph  Lauren  ran  this  18-page  series  of  ads 
on  consecutive  pages  in  a  recent  issue  of  the  New 
York  Times  Magazine.  Cost:  about  $450,000, 
largely  defrayed  by  the  licensees.  Rather  than  rely 
on  TV — too  hard  and  too  fast  a  sell,  he  says — 
Ralph  Lauren  prefers  to  buy  large  blocks  of  pages. 
The  reason:  It  enables  him  to  sell  a  brand,  not  an 
item.  Grouped  together  in  large  blocks  of  pages, 
the  ads  have  greater  impact. 
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"To  Lauren,  Polo 
[meant]  old  money, 
WASP-y,  The  Great 
Gatsby.  And  he  has 
stuck  to  that  in  terms 
af  fabrics  and  silhou- 
2ttes.  Customers 
:ome  back  to  it  be- 
muse people  don't 
stare  at  them  when 
they  are  wearing  his 
:lothes." 

In  his  offices  on 
West  55th  Street  in 
Mew  York,  Lauren 
dresses  in  the  jeans 
ind  blue  denim  shirt 
le  wears  virtually  ev- 
;ry  day.  When  Saks 
isked  Lauren  to  ap- 
pear in  a  newspaper 
id  for  the  first  time, 
m  1974,  he  showed 

ap  in  jeans   and  a  

:weed  jacket.  "They  couldn't  under- 
stand why  I  wasn't  wearing  a  suit  or 
>ports  clothes  that  could  be  bought  on 
:he  fourth  floor,  but  after  the  ad  ran 
:hey  got  lots  of  favorable  comments," 
>ays  Lauren.  "I  wanted  to  be  myself." 

He  also  wanted  to  be  noticed.  "That 
id  caught  people's  imagination," 
^auren  recalls.  "Why  didn't  he  get 
dressed  up,  is  he  married,  who  is  he? 
k>  it  built  something.  It's  nice  to 
enow  that  there  is  a  living,  breathing 
person  behind  the  clothes  instead  of 
ust  a  company." 

Lauren  has  developed  his  advertis- 
ng  with  the  same  perceptive  eye  for 
mage.  He  runs  large,  multipage  cam- 
jaigns  featuring  snapshots  of  the 


Restoring  the  Rhinelander  Mansion 
A  $10  million  gamble.  .  .  . 


handsome  rich  on  safari,  for  instance, 
or  gathered  for  an  elegant  country- 
estate  weekend.  These  are  people  as 
concerned  about  their  appearance  on 
the  tennis  court  as  at  a  black-tie  din- 
ner party,  and  they  have  the  means  to 
indulge  themselves.  It  is  carefully  cal- 
culated to  assure  the  insecure  that 
Ralph  Lauren  clothes  are  accepted  by 
the  very  best  people  and  do  not  go  out 
of  fashion.  Who,  then,  can  fuss  over 
the  price? 

"In  a  society  that  doesn't  commu- 
nicate with  itself,  wearing  a  Lauren 
logo  or  suit  is  a  way  of  identifying 
yourself,"  says  Jerry  Magnin,  the  Bev- 
erly Hills  restaurateur  and  retailer 
who  in  1971  opened  the  first  Polo/ 


M.irk  Icnkinson 

Lauren  store,  on  Ro- 
deo Drive.  "One  of 
the  ways  of  breaking 
down  barriers  is  to 
put  a  message  on 
yourself  that  lets  peo- 
ple know  who  you 
are.  That's  what  the 
Polo  logo  is  all 
about."  The  message 
is  that  the  wearer  can 
afford  to  pay  $75  for 
an  all-cotton  shirt 
and  has  the  sophisti- 
cation to  appreciate 
extra  fashion  details 
like  horn  buttons  in- 
stead of  plastic.  "We 
don't  sell  an  item.  We 
sell  a  way  of  life," 
Lauren  explains. 
"These  are  expensive 
products    that  last, 

  and  to  reinforce  that, 

you  have  to  present  a  mood." 

That  mood,  he  says,  cannot  be  cap- 
tured in  television  commercials.  Al- 
though competitors  like  Calvin  Klein 
have  successfully  used  TV  to  build 
their  jeans  and  fragrance  sales,  Lauren 
says  that  a  flirtation  with  such  com- 
mercials last  fall  was  disappointing. 
"TV  is  a  fast  sell,  and  that  isn't  the  way 
we  promote  our  products.  You've  got 
to  hit  the  customers  very  hard  on  TV. 
But  ours  isn't  a  Seventh  Avenue,  bang- 
'em-out  business."  The  cost  of  his 
elaborate  print  campaigns  is  shared  by 
his  licensees,  which  contribute  2%  to 
3%  of  sales  for  that  purpose.  Lauren's 
share  of  the  $15  million  to  $20  million 
advertising    budget    for    the  label 
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amounts  to  less  than 
5%  of  sales. 

The  advertising,  of 
course,  promotes  not 
only  the  retail  outlets 
that  carry  his  name  but 
also  one  of  the  apparel 
industry's  largest  de- 
signer businesses  that 
feed  merchandise  into 
those  outlets.  There  is 
Polo  for  Men,  a  $200 
million  (wholesale  rev- 
enues) operation  that 
Lauren  and  his  partner 
Peter  Strom  own  out- 
right. A  Lawrence, 
Mass.  factory  produces 
all  the  suits  and  sport 
coats.  Dress  shirts  and, 
with  few  exceptions, 
the  rest  of  the  Polo  line 
are  also  manufactured 

in  this  country.  A  kha-   

ki-colored  two-piece  cotton  suit  costs 
about  $500,  while  the  bestselling 
dress  shirt  is  a  $42.50  ail-cotton  ox- 
ford button-down.  From  there,  prices 
are  mostly  up.  At  the  Rhinelander 
Mansion  store  an  Italian  merino  wool 
handmade  men's  suit  goes  for  $1,200, 
and  an  English-made  Sea  Island  cot- 
ton shirt  is  $122.50. 

Then  there  is  the  licensing 
business,  which  includes  all 
the  women's  wear  products,  as 
well  as  the  lower-priced  Chaps 
men's  collection.  Lauren's  cut 
is  usually  5%  to  8%  of  whole- 
sale revenues,  or  approximately 
$20  million  a  year  and  growing, 
says  Strom. 

Although  some  designers 
have  licensed  everything  from 
cars  to  chocolate,  Lauren  has 
only  16  domestic  licensees,  the 
most  important  of  which  is 
Cosmair,  Inc.  This  privately 
owned  French  company  makes 
four  Lauren  fragrances,  generat- 
ing about  $125  million  at 
wholesale.  Another  key  licens- 
ee is  Ralph  Lauren  Womens- 
wear,  a  division  of  Bidermann 
Industries,  U.S.A.,  which  pro- 
duces seven  Lauren  women's 
collections  and  about  $100  mil- 
lion in  sales.  Finally  there  is  the 
Chaps  collection  made  by  divi- 
sions of  Warnaco  and  Genesco, 
which  add  another  $40  million. 

If  he  chose,  Lauren  could 
build  his  licensing  revenues 
much  faster,  but  at  the  risk  of 
cheapening  and  ultimately  kill- 
ing his  image.  "We've  been  told 
that  if  we  wanted  to  do  a  line  of 
watches  that  retailed  from  $100 


So 
n- 


.4  Polo/Ralph  Lauren  shop  in  Denver 
A  bold  move,  with  an  element  of  self-preservation. 


million  business,"  says  Strom.  "But 
Ralph  is  only  interested  in  watches 
that  cost  $1,000  or  more,  so  we  don't 
do  watches.  Or  we  could  do  a  huge 
underwear  license,  but  that  would 
mean  competing  at  $5  a  pair.  That's 
not  the  kind  of  underwear  Ralph 
wants.  He  prefers  fine  pima  cotton 
boxer  shorts  or  Sea  Island  cotton  knits 


to  $300  each,  it  would  be  a  $50 


A  Polo/Ralph  Lauren  shop  in  Stamford,  Conn. 
Brooks  Brothers  with  panache. 


done  in  Switzerland.  So 
we  make  them  in 
house.  It's  a  small  busi 
ness  because  these| 
shorts  start  at  $15  a 
pair. 

"The  same  is  true  of 
shoes.  Ralph  loves 
shoes.  So  we  have  a  $10| 
million  shoe  business.) 
But  if  Lauren  was  will- 
ing to  make  a  less  ex- 
pensive line,  we'd  havel 
a  $50  million  shoeil 
business.  He  isn't,  so 
we  don't." 

There  have,  howev-| 
er,  been  some  stum- 
bles, including  the! 
sheet,  towel  and  dish 
collection  licensed  to 
J.P.  Stevens  in  1983. 
Problems  quickly  de- 

  veloped.  Deliveriesj 

were  late,  products  weren't  always l 
well  made,  and  prices  were  high.i 
Eventually  some  lines,  like  dishes  and 
glassware,  were  discontinued. 

The  result:  About  18  months  ago 
Polo/Lauren  took  over  management 
of  the  home  furnishings  business, 
putting  a  top  staffer  in  charge.  Strom, 
who  says  sales  this  year  should  reach 
about  $20  million,  expects  to 
do  $50  million  in  three  years. 
The  top  sellers  are  towels, 
sheets,  pillows  and  blankets, 
but  other  products  include  rat- 
tan and  wicker  furniture  and 
area  rugs. 

Having  resisted  the  tempta- 
tion to  grow  faster  by  cheapen- 
ing his  image,  will  Lauren 
come  a  cropper  by  sticking  a 
finger  in  the  eye  of  some  of  his 
best  customers?  Lauren  points 
to  Dallas,  among  other  cities, 
where  the  freestanding  store 
has  continued  to  prosper  along 
with  his  department  at  Nei- 
man-Marcus.  And  Lauren  notes 
that  when  Bloomingdale's  ex- 
panded to  Dallas  in  1983,  it  also 
opened  an  in-store  Polo  shop 
that  is  doing  good  business. 

As  James  Posner,  a  retail  con- 
sultant, says,  "Stores  could  win 
their  battle  on  principle — by! 
dropping  the  collection — but 
what  about  servicing  the  cus- 
tomers who  buy  Lauren's 
clothes?  [The  retailers]  have  no- 
body to  replace  Lauren." 

Who  really  moves  the  mer- 
chandise? The  retailer?  Or  the 
product  name?  Ralph  Lauren 
seems  to  think  the  answer  is 
both.  And  he  means  to  have  it 
both  ways.  ■ 
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You  need  opportunities  for  increased  earnings 
that  cash  management  alone  can't  offer. 

You  need  Irving  Trust  TVeasury  Services. 


eport  from 

umber  One  Wall  Street 


"What  do  you  do — short  or  mid-term — with  the  funds  cash  management  services 
make  available?"  asks  Ken  Soldwedel,  Vice  President. 

"We  created  Irving  Trust  Treasury  Services  to  provide  answers.  So  now  you'll 
have  cash  management's  improved  cash  flow  plus  opportunities  to  invest  and  earn 
money  with  the  excess  cash  on  hand." 

Irving  Trust  Treasury  Services  can  help  you  invest  in  and  manage  securities;  gain 
access  to  international  trade  transaction  opportunities;  extend  letters  of  credit; 
issue  commercial  paper  and  much  more. 

And  because  Irving  Trust  is  a  leader  in  electronic  systems,  you'll  have  access  to 
state-of-the-art  automation.  Using  our  IBM-PC  based  micro/CA$H-Register 
system  or  S.W.I. FT.,  you  can  monitor  balances  throughout  the  day,  fully  automate 
funds  transfers  and  letters  of  credit  and  issue  commercial  paper.  Our  automated 


Ken  Soldwedel,  VP,  and  Irving  Trust  Treasury  Services  help  your  cash  work  harder 


links  to  the  interbank  communication  and  funds  transfer  networks  provide  addi- 
tional on-line,  executional  support.  And  our  operations  center  is  unsurpassed  for 
speed,  accuracy  and  service. 

For  more  information,  write  or  call  Kenneth  J.  Soldwedel,  VP,  Irving  Trust,  One 
Wall  Street,  New  York,  NY  100F5.  212/815-6300. 


•mber  FD1C 


Irving  Trust 

Unique.  Worldwide. 


After  14  years,  James  Beres  tenure  as  chief 
executive  of  Borg-Warner  is  drawing  to  a 
close.  The  boss'  legacy? 


A  survivor 


By  Ellen  Benoit 


T|  HE  CHIEF  EXECUTIVE  OFFICER  has 
to  be  a  visionary,"  says  James  F. 
Bere,  chief  executive  of  Chicago- 
based  Borg-Warner  Corp.  "I  think 
problems  occur  when  the  chief  execu- 
tive keeps  trying  to  jump  across 
the  hall  and  run  the 
company." 

No  one  can  accuse 
Bere  of  running  across 
the  hall  and  butting  in 
on  President  Clarence 
Johnson  or  Borg-War- 
ner's  other  operating 
people.  When  Bere  re- 
tires, no  later  than 
mid-1987  but  perhaps 
as  soon  as  the  end  of 
this  year,  as  one  of  the 
longest-reigning  top  of- 
ficers of  a  multibillion- 
dollar  company,  he's 
likely  to  be  remem- 
bered as  a  hands-off 
boss  who  preferred  to 
focus  on  the  future. 

How  well  did  Bere  do 
in  his  role  of  preparing 
his  company  for  the  fu- 
ture? Fairly  well. 
Among  the  dozen  or  so 
investment  analysts 
who  follow  Borg-War- 
ner's  stock  on  Wall 
Street,  the  mere  fact 
that  the  company  has  managed  to  sur- 
vive a  decade  and  a  half  of  economic 
upheaval  in  its  basic  industries  of 
manufacturing  and  auto  parts  is  itself 
considered  an  achievement.  In  this 
age  of  wildly  leveraged  balance  sheets 
and  executives  who  scramble  after  ev- 
ery trend,  Borg-Warner  remains  pre- 
dictable and  remarkably  debt-free, 
with  borrowings  amounting  to  only 
21%  of  equity. 


On  the  positive  side,  Borg-Warner 
stock  sells  at  a  substantial  premium 
over  book  value — a  tribute  to  a  com- 
pany of  this  type.  On  the  negative 
side,  Borg-Warner  retains  a  reputation 
for  a  sort  of  plodding  caution. 

Bere's  visionary  style  has  often 
been  prescient,  in  particular  his  early 


Borg-Warner  Chairman  and  Chief  Executive  Officer  James 
Prescient  but  predictable. 


appreciation  in  the  1970s  that  the  na- 
tion was  moving  rapidly  away  from 
manufacturing  and  toward  a  service 
economy.  But  his  efforts  to  steer  the 
$3.9  billion  (sales)  company  toward 
financial  and  service-related  business- 
es (Forbes,  Aug.  15,  1983)  have  lately 
run  into  trouble — proving  once  again 
that  diversification  is  a  difficult  art. 

In  the  mid-1970s  Bere  targeted  the 
company's  long-dozing  financial  ser- 
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vices  subsidiary,  Borg-Warner  Accep 
tance  Corp.,  for  rapid  growth  and  ex 
pansion.  But  such  recent  disappoint- 
ments as  property/casualty  insurance 
and  agricultural  loans  last  year  forced 
the  company  to  set  aside  $100  million 
in  loan/loss  reserves,  plunging  the 
services  division  $16  million  into  the! 
red  for  the  year. 

In  1978  the  company  moved  intol 
another  niche  of  the  service  econo- 
my— armored  cars  and  security 
guards  for  banks  and  industry.  Reve- 
nues for  the  firm's  Protective  Services 
Division  have  grown  steadily  over  the 
years,  and  by  1985  touched  $1.01  bil- 
lion. But  deregulation  in  the  armored 
car  business  and  the  rising  cost  of 
liability  insurance  squeezed  margins. 
Last  year  operating  profits  for  the  divi- 
sion slipped  8%,  to  $63.9  million;  fur- 
ther declines  are  likely  for  1986. 

Now  Bere  is  counting  on  yet  anoth- 
er services-related  acquisition,  Chil- 
ton Corp.,  an  $86  million  (1985  sales) 
consumer  credit  reporting  firm,  to  add 
some  renewed  luster  to  his  vision.  But 
at  a  price  of  $245  million  cash,  or  $33 
a  share,  the  purchase  carried  a  premi- 
um over  prevailing 
market  prices  for  such 
acquisitions,  and 
means  that  it  will  be 
some  time  before  Chil- 
ton begins  contribut- 
ing significantly  to 
earnings. 

For  all  the  talk  about 
services,  Borg-Warner's 
real  businesses  remain 
automotive  parts  and 
chemicals,  which  to- 
gether account  for 
about  50%  of  company 
revenues,  76%  of  oper- 
ating profits,  and  last 
year  yielded  an  impres- 
sive 29%  return  on 
dedicated  assets.  But 
its  major  stab  at  diver- 
sification turned  out 
less  well. 

Borg-Warner  has  a 
19%  equity  stake, 
most  of  it  acquired  in 
1974,  in  Hughes  Tool, 
a  Houston-based  man- 

  ufacturer  of  oil  drill 

bits.  Weakening  oil  prices  have  kept 
Hughes  in  decline  since  1981,  hitting 
bottom  in  1984  with  a  $134  million 
loss — and  Borg-Warner  has  ridden  the 
investment  down  from  a  1981  high  of 
48  to  a  recent  10. 

Last  year  Hughes  managed  to  eke 
out  $4.1  million  in  earnings  on  $1.2 
billion  in  revenues,  giving  encourage- 
ment to  both  Bere  and  Johnson.  But 
the  latest  plunge  in  prices  now  means 
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i  /f  se/err  paper  from  4  separate  trays  ? 

\  lot  of  big  copiers  are  all 
iwn  and  no  brains.  Not 
!  new  Sharp  SF-9500 
isole  copier. 
3ive  it  an  original  and  it 
roses  the  best  paper 
e.  Is  your  copier  smart 
Dugh  to  do  that? 


Pick  the  paper  size  your- 
self and  the  Sharp  SF-9500 
decides  what  size  the  copy 
should  be.  Does  your  copier 
have  what  it  takes  to  do  that? 


Can  it  tell  a  bad  original  from  a  good  one? 

Does  it  automatically 
adjust  for  exposure?  Copy 
50  pages  a  minute?  Carry 
2550  sheets  all  at  once?  The 
Sharp  SF-9500  does. 


It  even  has  the  sense  to  turn 
itself  off  when  it  runs  out  of 
toner.  Does  yours? 


Can  it  give  you  a  choice  of  4  colors  ? 

One  last  question.  Do  you 
know  how  much  you  could 
save  your  company  by 
choosing  the  Sharp  SF-9500? 
Call  1-800-BE-SHARP  or 
your  local  Sharp  dealer  for  a 
price  our  competitors  don't 
have  the  guts  to  copy. 

Copiers,  Audio,  A/V  Equipment,  Banking  Systems, 
Broadcast  Cameras,  Calculators,  Cash  Registers, 
Computers,  Electronic  Components,  Electronic 
Typewriters,  Facsimile.  Medical  Products,  Microwave 
Ovens,  Televisions,  Vacuum  Cleaners,  Video  Recorders. 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


RMS  W/VU,  LOTS  OF  SPACE, 
AVAIL  1992 ,INQ  NASA. 


'4  $ 


This  is  no  fourth-floor  walk-up.  It's  NASA's  Space 
Station:  a  permanently  manned  research  lab,  manufacturing 
plant,  observatory,  and  home-away-from-home  for  the  peo- 
ple who  will  work  and  live  there.  Once  it  is  in  orbit,  there 
will  never  be  a  time  without  humans  in  space. 

If  the  Space  Station  will  have  extraordinary 
capabilities,  it  is  also  an  extraordinarily  complex  task.  In 


addition  to  NASA,  the  project  will  involve  12  countries, 
dozens  of  private  corporations  and  countless  scientists, 
engineers  and  technical  specialists. 

Martin  Marietta  heads  one  team  that  is  working  or 
design  of  the  common  modules  where  the  Space  Station| 
crew  will  live  and  work. 

Many  developments  will  help  make  construction 


THE  FUTURE  IS  BEING  DRIVEN  BY  TECHNOLOGY 
AND  MARTIN  MARIETTA  IS  MASTERMINDING  IT 


e  Station  possible.  Chief  among  them  is  the  Space 
Dthers  include  the  Manned  Maneuvering  Unit  and 
»aper  orbital  vehicles  that  will  service  spacecraft, 
i  platforms,  and  ferry  spacecraft  to  different  orbits, 
'm  perform  different  tasks  but  have  one  thing  in 
i:  Martin  Marietta. 

e  future  is  being  driven  by  technologies  like  these. 


And  Martin  Marietta  supplies  the  creative  intelligence  to 
make  them  work.  In  aerospace,  defense,  electronics,  com- 
munications, information  management,  energy  systems 
and  materials. 

Technologies  that  are  making  the  Space  Station  a 
place  not  only  to  work,  but  to  live.  Because  there's  no 
space  like  home. 
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Volkswagen 
now  offers 
savings 
on  these 
imoressive 


ve 


nicies. 


Volkswagen  and  American  Airlines  have  come 
together  to  offer  you  a  very  special  European 
Tourist  Delivery  package.  Now  when  you  buy  a 
Volkswagen  here  and  pick  it  up  in  Europe  you 
not  only  get  a  great  deal  on  a  brand  new  Jetta, 
Scirocco,  Cabriolet,  Quantum,  Vanagon,  or 
Camper,  you  get  special  air  fare  discounts  on  up 
to  four  American  Airlines  roundtrip  tickets  to 
three  German  destination  cities.  Tourist  Delivery 
is  easy.  Just  tell  us  where  you  want  to  pick  up 
your  Volkswagen.  (There  are  nine  convenient 
locations  in  Germany  alone.)  Enjoy  it  while  you 
vacation,  saving  on  rental  car  charges.  When  if  s 
time  to  come  home,  simply  leave  your 
Volkswagen  at  one  of  our  German  drop-off 
points  and  we'll  ship  it  back  to  your  local  dealer 
at  no  additional  charge.  See  your  dealer  for 
details.  It's  — ^  _ 

(W\  European 


Tourist  Delivery 

American 
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President  Clarence  Johnson 
Inside  track  evolutionist. 

yet  more  trouble  ahead  for  oil  equip-i 
merit  makers  everywhere,  Hughes 
Tool  included. 

Or  take  Borg-Warner's  York  Inter-) 
national  Corp.  air-conditioning  busij 
ness,  which  relentlessly  underperj 
formed  corporate  expectations  foi 
three  decades.  "With  the  exception  oi 
maybe  one  or  two  years,  I  don't  think) 
York  ever  made  Borg-Warner's  aver- 
age return  on  investment,"  concedes! 
Bere.  Not  even  seven  changes  in  man 
agement  and  the  acquisition  of  Wes- 
tinghouse  Electric  Corp.'s  air-condi- 
tioning business  in  1981  were  able  to 
turn  York  around.  By  the  time  Bere 
decided  last  year  to  get  rid  of  it  by 
spinning  it  off  to  shareholders,  tbi 
$637  million  (sales)  division  had  cu- 
mulatively lost  more  than  $8  million 
since  1982. 

On  balance,  Borg-Warner  in  recent] 
years  has  remained  an  unspectacular 
but  profitable  and  stable  outfit. 

After  Bere,  what?  Little  seems  like- 
ly to  change.  Those  in  the  know  point 
to  Bere's  number  two,  Clarence  (Red) 
Johnson,  as  having  the  inside  track  on 
his  job.  Among  the  names  frequently 
mentioned  for  the  spot  Johnson  (pre- 
sumably) will  vacate  are  James  De- 
ters, chief  financial  officer;  Donald 
Trauscht,  corporate  planning  vice 
president;  and  Richard  Doyle,  auto- 
motive vice  president — none  with 
less  than  16  years- of  service  with  the 
company.  Johnson  styles  himself  as 
another  Bere.  Says  Johnson:  "We're 
not  revolutionists  at  Borg-Warner, 
we're  evolutionists."  ■ 
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.anon  gives  you  the  first 
!3  facsimile  to  use 
aser  technology  for 
ihra  high  resolution 
m  plain  paper. 

From  now  on  business  will  judge 
jcsimiles  in  a  different  light.  The  laser  light 
fthe  Canon  FAX-L910.  Because 
ow,  Canon's  laser  technology  gives 
ie  FAX-L910  reproduction  quality  so 
irecise  and  clear,  it's  hard  to  imagine 
)uality  that  actually  rivals  plain  paper  copies 

Now  you  can  even  send  detailed 
irawings,  fine  print  and  photographs  with 
onfidence.  Over  ordinary  phone  lines. 
)ocuments  you'd  normally  entrust  to  ex- 
ensive  courier  services  or  overnight  mail, 
he  Canon  FAX-L910  can  transmit  half- 


tones in  up  to  16  gradations  of  grey.  And 
on  its  Ultrafine  setting,  can  deliver  a  re- 
markable resolution  of  406x391  picture 
elements  per  inch.  Which  is  comparable  to 
what  a  plain  paper  copier  can  reproduce, 
n  fact,  the  L910  can  double  as  a  plain 
paper  copier. 

And  the  FAX-L910  is  fast.  It  can  trans- 
mit an  average  business  letter  in  as  little  as 
12  seconds*  And  it's  compatible  with  G2 
and  most  North  American  6  minute  FM 
Wits.  Add  to  that  features  like  auto-dialing 
Shd  broadcast,**  and  it's  clear  to  see.  With 
tfl^jCanon  FAX-L910,  business  will  never 
look  at  facsimiles  in  the  same  light  again 

•B.r.H.lnJjfcirT  No  '  IcM  -  h,i 


xpanded  memory 


Canon  U  S.A.,lnc  .  Facsimile  Division 

PO  Bo*52WlMton  New  Jersey  07015    1-800  OK  CANON 

□  Please  seflBkmore  information  on  the  FAX  L910 

□  Please  haveMfesperson  contact  me 


Canon 
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PLAIN  PAPER  LASER  FACSIMILE 
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By  Richard  Behar 


Marketing 


Is  a  little  deception  okay  for  a  worthy 
cause?  That's  an  important  question  fac- 
ing Save  the  Children  Federation. 

SCF's  little  secret 


David  Guyer,  president,  Save  the  Children  Federation 
A  new  direction,  an  old  message. 


You  see  the  hungry  and  needy  little) 
faces  staring  out  of  newspaper  and 
television  ads  every  day.  Who  can  rel 
sist  the  appeal?  Especially  when  starsi 
like  Paul  Newman,  Joanne  Woodward 
and  Bonnie  Franklin  ask  for  help: 
"Imagine,  the  cost  of  a  cup  of  coffee 
(52  cents  a  day]  can  help  save  a  child."! 

Save  the  Children  Federation  (SCFi 
is  the  U.S.'  oldest  and  most  visible) 
private  child  sponsorship  agency.  It) 
does  commendable  work.  SCF  today 
has  projects  in  43  countries,  and) 
claims  126,000  child  "sponsorships"! 
ranging  from  Navaho  Indians  to  Tu-| 
valuan  babies  in  Polynesia.  Its  budgeOl 
has  grown  from  $6  million  to  $62| 
million  since  1971.  Lots  of  children! 
have  better  lives  than  they  otherwise|j 
would  have  had,  thanks  to  SCF. 

In  spite  of  what  the  advertisements) 
imply,  however,  Save  the  Children  is) 
not  in  the  business  of  directly  spon-j 
soring  individuals  and  has  not  been| 
for  years.  Instead,  the  agency  since  the) 
mid-1970s  has  been  moving  increas-i 
ingly  into  broadly  defined  community! 
development  work,  featuring  every- 
thing from  building  playgrounds  for 
youngsters  to  arranging  startup  loans! 
for  local  small  businessmen. 

But  what  about  little  Pedro  with  the! 
sad  eyes?  In  the  beginning,  SCF  did 
deal  directly  with  the  Pedros  of  this! 
world.  From  a  humble  birth  in  1932, 
SCF  grew  largely  by  providing  cash 
and  clothing  to  kids  through  a  one-to- 
one  direct  sponsorship  approach.  Do- 
nors received  snapshots  of  their  chil- 
dren, brief  biographical  summaries, 
quarterly  progress  reports,  and  corre- 
sponded with  them  regularly  as  theyl 
advanced  through  school  and  entered 
adulthood.  The  technique  produced) 
strong  emotional  bonds  between  do-) 
nor  and  child,  and  helped  build. SCF! 
into  a  charity  with  one  of  the  most 
loyal  and  committed  groups  of  spon- 
sors in  the  country. 

But  direct  one-to-one  giving  is  alsoi 
an  ineffective  way  to  improve  the 
lives  of  the  needy,  and  under  David) 
Guyer,  60,  the  agency's  president! 
since  1971,  SCF  slowly  shifted  awayj 
from  its  traditional  approach.  The  last 
direct  check  to  a  child  was  mailed  in 
1984,  and  the  agency  today  pools; 
100%  of  all  sponsorship  monies  for) 
community  development  projects. 

You  wouldn't  know  about  thei 
change  from  a  casual  reading  of  the 
advertisements,  however.  These  have 
scarcely  changed  at  all.  Why?  The  an- 
swer is  simple:  marketing.  Little  Pe-| 
dro  is  an  effective  eyecatcher  and 
cash-puller.  Community  develop-! 
ment,  apparently,  is  not. 
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SCF's  Guyer  has  from 
ime  to  time  tried  more 
traightforward  market- 
ig  tactics.  According  to 
oth  a  current  board 
lember  and  other  former 
gency  officials,  at  one 
oint  he  even  advocated 
lat  the  organization's 
ame  be  shortened  to 
ave.  On  one  occasion, 
iuyer  tested  a  fundraising 
ampaign  that  featured 
le  late  network  news  an- 
hor  Frank  Reynolds  in  a 
own-to-earth  pitch  for 
ommunity  development 
upport.  "Reynolds 
ombed,"  concedes  Guy- 

r,  whose  agency  quickly   

bif ted  back  to  a  campaign  that 
voked  the  old  one-to-one  perception. 

All  this  made  Colorado  resident 
auline  Magill  quite  unhappy.  She 
ad  been  helping  kids  through  SCF  for 

0  years  before  learning  that  the  ob- 
:ctives  had  changed  without  her 
nowledge.  Phone  calls  to  a  Hopi  In- 
ian  village  in  Arizona  in  February 
jvealed  that  not  a  penny  of  her  $192 
nnual  donation — once  spent  on 
lothing  and  school  books — had 
cached    her  sponsored 

[opi  girl  since  1982. 

SCF  staffers  find  such 
relations  particularly 
mbarrassing.  "Many  have 
sked  that  the  ads  be  more 
;presentative  of  what 
re're  actually  doing, "  says 
ne  field  director.  "We 
ven  recommended  that 
re  get  away  from  child 
ponsorship  and  just  spon- 
ox  communities.  But 
eadquarters  doesn't  ad- 
ress  our  questions." 

Under  pressure  from 
taffers,  and  even  New 
'ork  State  regulators,  SCF 
dvertisements  now  in- 
lude  a  disclaimer  that  do- 
ors do  not  in  fact  sponsor 
idividual  children.  Yet 
he  ads  still  hammer  away 
t  the  theme  of  direct  sup- 
ort,  inviting  donors  to 
heck  boxes  on  mail-in 
)rms  indicating  whether 
tie  sponsor  prefers  a  boy, 

girl — even  the  preferred 
ice  or  nationality. 

At  SCF's  $12  million 
waterfront  headquarters 

1  affluent  Westport, 
-onn.,  employees  busily 
tuff  envelopes  with  pho- 
□graphs  and  "case  histor- 
:s"  of  kids,  to  be  mailed 


Annd  Fr.mcoA'iMun  Fotn> 


SCF's  $12  million  waterfront  headquarters 
Photographs,  case  histories  and  disclaimers. 


out  to  newly  solicited  sponsors.  Spon- 
sors can  still  receive  progress  reports 
on  the  children,  but  only  upon  re- 
quest. They  may  also  correspond  with 
them,  but  SCF  employees  screen  let- 
ters between  sponsors  and  children. 

One  staffer,  Barbara  Gossett,  was 
former  head  of  donor  services  for  the 
American  Indian  program,  the  agen- 
cy's largest  in  terms  of  sponsorships. 
She  quit  in  1983  after  complaining  of 
having  had  to  distribute  outdated 


An  Important  message  from  RAUL  NEWMAN  and  JOANNE  WOODWARD 


"We  share  our  love  with 
seven  wonderful  children 
we  have  never  seen. 

"We'd  lake  to  tell  you  why." 


"For  16  years  we've  been  Save 
the  Children  sponsors.  We  began 
by  sponsoring  a  desperately  poor 
little  girl  from  the  mountains  of 
Colombia— a  child  who  lived  in  a 
one-room  hut  and  could  only 
dream  of  attending  school. 

"It  was  a  joy  to  share  our  good 
fortune  with  her  and  to  know  that 
she  was  blossoming  because 
someone  cared  enough  to  help 
It  made  us  want  lo  help  other 
children  in  the  same  way  And 
now  we  sponsor  seven  children 
around  the  world  Children  we 
have  come  to  understand  and 
love  Thanks  to  Save  the  Children. 

"If  you've  ever  wondered  'What 
can  one  person  do?'— the  answer 
Is  'You  can  help  save  a  child '  If 
you  are  touched  by  the  plight  of 
needy  children,  there  is  no  better 
way  than  Save  the  Children  to 
reach  out  to  them  with  caring, 
comfort,  and  support. 

"Please  join  us  as  a  Save  the 
Children  sponsor  We've  seen  the 
■   -**-.,  ran  work  You'll  see 


graphs  reports,  and  letters  you 
can  exchange,  if  you  wish 

"You'll  see  despair  turn  to 
hope,  and  you'll  feel  the  personal 
reward  of  knowing  what  your  love 
and  support  can  do. 

"The  cost  is  so  little.  The  need 
is  so  great  Won't  you  join  us  as 
Save  the  Children  sponsors?" 


A  sponsorship  cents  only  $18  •  month—  less 
than  many  other  sponsorship  agencies  Just  52c 
a  day  Because  SO  years  of  experience  has  taught 
us  thai  direct  handouts  are  the  least  effective  way 
Of  helping  children,  your  sponsorship  contribu- 
tions are  not  distributed  in  this  way  Instead  they 
are  uaed  to  help  children  In  the  roost  effective 
we*J*je*i|ye  —by  helping  the  entire  community 
with  protects  and  services,  such  as  health  care, 
education,  <ood  production  and  nutrition  So 
hardworking  people  can  help  mem  selves  and 


Fill  out  this  coupon...  and  share  your  love  with  a  child. 

□ Yes.  I  wan  I  to  join  the  Newmans  as  a  Save  the  Children  sponsor  My  first 
monthly  sponsorship  payment  of  $16  is  enclosed  I  prefer  lo  sponsor  a 
□  boy  □  girl   □  either   in  the  area  I've  checked  below 

□  Nepal 


□  Bangladesh    □  Honduras 

□  Colombia  □  Indonesia 
O  Dominican     □  Inner  Cities 

Republic       □  Israel 

□  Gaza  Strip     □  Lebanon 

□  MP.  ■ 


I  am  enclosing  a  contribution  of  t 


Popular  SCF  ad  features  Paul  Newman  and  Joanne  Woodward 
Sad  eyes  and  a  one-to-one  heart  tug. 


project  reports  and  "case 
histories"  of  kids  whose 
lives  had  been  written  up 
to  sound  "romantic"  and 
positive.  Moreover,  not- 
so-needy  children  were 
sometimes  included. 
"The  needs  of  particular 
children  weren't  always 
critical,"  Gossett  says, 
"but  our  need  for  children 
was  critical  at  times." 

For  all  this,  SCF's  proj- 
ects themselves  seem 
worthwhile.  On  Arizona's 
Papago  Indian  reserva- 
tion, SCF  has  funded  a 
basketball  court  and  other 
recreational  facilities  for 
  youngsters.  In  the  Domin- 
ican Republic,  agency  funds  have 
been  used  to  create  agricultural  and 
nutrition  training  centers.  Weljs  have 
been  dug  in  drought-plagued  Camer- 
oon. In  the  tiny  South  Pacific  islands- 
state  of  Tuvalu  (pop.  8,000),  SCF 
funds  have  been  used  to  construct  a 
rainwater  catchment  system  that  has 
doubled  the  nation's  collection  and 
storage  capacity.  Children  are  being 
helped.  Adults,  too. 

Flow  much  of  the  money  raised  ac- 
tually reaches  beneficia- 
ries? SCF's  annual  reports 
say  only  18%  of  all  funds 
are  spent  on  administra- 
tion and  fundraising,  with 
82%  going  for  "program 
services."  However,  the 
"services"  category  in- 
cludes travel  costs,  office 
expenses,  and  salaries  of 
SCF  field  workers  as  well 
as  many  headquarters  em- 
ployees. SCF  controller 
Matthew  Landy  concedes 
that  only  about  35%  of  all 
sponsor  funds  are  actually 
spent  by  communities  on 
the  projects  themselves.  If 
this  sounds  like  an  ineffi- 
cient way  of  getting  mon- 
ey to  the  needy,  the  per- 
centages are  not  out  of 
line  with  other  charitable 
institutions. 

"We  certainly  have  no 
intention  of  deceiving  any- 
body," says  Ernest  Grigg, 
SCF's  executive  vice  presi- 
dent. He  adds,  "We've  got 
to  be  sufficiently  interest- 
ing to  get  people's  atten- 
tion. It's  a  real  problem  for 
us."  Or,  as  William  Shake- 
speare put  it:  "It  oft  falls 
out,  to  have  what  we 
would  have,  we  speak  not 
what  we  mean."  ■ 


□  Soulhem  States  (US) 
Q  Southwest  Hispanic  (U  S 

□  SriLsnna 

□  Thailand 
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c  at  Starship  1  and  you 
pse  the  future  taking  flight, 
vith  a  hint  of  the  past.  For 
pirit  of  Kitty  Hawk  lives 
is  bold  new  aircraft  from 
heon  s  Beech  Aircraft 
•oration. 

Note  the  twin  engines 
i  rear  that  produce  a 
per-quiet  interior.  And  the 
ird  wings,  for  added  lift 
itability.  Both  features  remi- 
nt  of  the  Wright  brothers' 
Diane. 

But  there  the  similarities 
Because  Starship  is  a  prod- 
f  advanced  technologies, 
puters  helped  shape  it  from 
Dosite  material  that  is  lighter 
ar  stronger  than  aluminum. 


So  it  carries  up  to  ten  passen- 
gers at  near-jet  speeds  but  with 
far  greater  fuel  economy. 

By  combining  new  tech- 
nologies with  the  fundamentals 
of  aerodynamic  design,  we  have 
created  an  aircraft  truly  ahead 
of  its  time.  Starship  1 ...  further 
evidence  that  at  Raytheon, 
quality  starts  with  fundamentals. 


Raytheon 


r  new  corporate  brochure,  write:  Raytheon  Company,  141  Spring  Street,  Lexington.  MA  02 173. 


Did  you  get  sucked  into  buying  realty  syn- 
dications a  few  years  back?  Lots  of  people 
did.  Most  of  them  now  have  handsome 
losses,  and  many  dont  even  know  it  yet. 

But  where  are 
the  customers1 
mansions? 


By  Howard  Rudnitsky 
with  Laura  Jereski 


Y-  OU  CAN'T  WIN  THEM  ALL.  Stock 
and  bond  market  investors  are 
in  a  state  of  euphoria,  but  there 
is  no  joy  among  unfortunate  holders 
of  most  real  estate  syndication  deals. 

In  the  first  half  of  the  1980s  nobody 
seemed  to  want  stocks  and 
bonds.  Instead,  gullible  in- 
vestors poured  over  $30  bil- 
lion into  public  and  private 
limited  partnership  syndi- 
cations and  junk  mortgage 
real  estate  investment 
trusts  (REITs).  They  saw 
them  as  tax  shelters  and  in- 
flation hedges,  both  magic 
attributes. 

The  predictable  hap- 
pened. The  scorned  stocks 
and  bonds  paid  off  hand- 
somely while  the  coveted 
real  estate  deals  fizzled. 
Many  realty  partnerships 
and  REIT  investors  are  be- 
ing hit  with  cuts  in  cash  dis- 
tributions. Some  partner- 
ships continue  to  make  pay- 
ments only  by  cannibalizing 
the  investors'  own  capital. 

Before  the  shakeout  ends, 
investors'  losses  from  real 
estate  limited  partnerships 
and  REITs  could  well  ex- 
ceed the  $10  billion  REIT 
fiasco  of  the  mid-1970s.  But 
while  history  tends  to  re- 
peat, it  doesn't  repeat  pre- 
cisely. The  old  REITs  in- 
vested in  short-term  con- 
struction loans  that 
subsequently  went  bad.  In 
the  Eighties,  investors  were 
chiefly  buying  a  piece  of  a 
piece  of  real  estate.  It  gave 
them  a  nice  feeling  to  own  a 


chunk  of  a  hotel,  office  building  or 
shopping  center.  Much  nicer  than  just 
owning  a  stock  or  bond.  And  in  the 
highly  leveraged  deals,  the  investors 
got  a  tax  writeoff  to  boot. 

Today  investors  are  paying  dearly 
for  that  nice  feeling.  In  the  1970s 
holders  of  REIT  shares  had  no  place  to 
hide  from  their  losses:  The  losses 


Craig  Hall's  Park  Central  III  in  Dallas 
An  epidemic  of  oversupply. 


showed  up  every  day  in  newspapa 
stock  listings.  Today  many  of  the  rea 
estate  partnerships  are  dropping  i 
value — but  since  their  shares  arenj 
quoted  in  the  daily  papers,  many  in 
vestors  don't  even  know  their  invest 
ment  has  lost  value. 

Occasionally,  the  grim  news  suJ 
faces.  In  late  January  Dallas-base 
Hall  Financial  Group,  one  of  the  larg 
est  real  estate  tax-shelter  syndicatori 
($3  billion  in  assets),  sent  out  severs 
thousand  "Dear  Limited  Partner"  lei 
ters  to  65  of  its  partnerships  beset  b 
negative  cash  flow  problems.  The  bai 
news:  $500  million  of  debt  is  beini 
restructured  (seep.  114)  More  sue] 
shocks  are  on  the  way. 

Chicago  real  estate  entrepreneu 
Sam  Zell  warns:  "There's  a  growini 
epidemic  of  oversupply.  Many  syndi 
cators  understood  raising  billions  cj 
dollars  through  Wall  Street,  but  the' 
never  had  much  of  an  understandin; 
of  real  estate,  which  is  an  entrepre 
neunal  business.  It's  the  same  men| 
tality  that  led  to  the  REIT  disaster  u| 
the  1970s." 

Robert  Stanger  publishes  a  wideb 
read  monthly  report  on  tax  shelters! 

He  normally  counts  amon 
the  bulliest  bulls  on  real  est 
tate  syndications.  Bui 
Stanger  admitted  in  his  Febj 
ruary  report  what  syndicai 
tion  industry  people  hav< 
known  for  some  timq 
"Problems  in  real  estat« 
syndications  are  on  the  rise 
This  year  you'll  see  som* 
big-name  syndicators, 
well  as  small  private  sponi 
sors,  begin  to  bleed  from 
overbuilding." 

Big-name  partnership  ano 
REIT  sponsors  like  Balcor) 
Consolidated  Capital  anc 
Robert  A.  McNeil  all  hav< 
an  increasing  number 
poor  loans  and  problem 
properties  popping  up 
their  partnership  portfolios 
Fox  &  Carskadon;  Landsing 
Vesteq;  Equitec;  and  Da 
seke,  among  others,  alsc 
have  admitted  that  the} 
have  headache  properties. 

At  the  dawn  of  the  1980sj 
you  will  recall,  it  was  an 
article  of  faith  that  real  esi 
tate  always  rose  in  value 
and  was  a  tax-advantaged 
inflation  hedge.  The  sales 
pitch  went:  Buy  a  portfolio 
of  income-producing  prop^ 
erties.  Real  estate  was  the) 
most  favored  investment) 
under  the  tax  laws.  And  ir* 
many  highly  leveraged  tax) 
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believe  our  chief  service 
\y  is  making  customers 
e  competitive.  That  re- 
es  more  than  hardware, 
?ans  we  need  to  provide 
tions  that  are  critical  to 
customers'  day-to-day 
ness." 


Working  on  the  front  line 
of  business.  With  business 
people.  That's  the  way  Wang 
designs  computers.  And  that's 
the  way  Wang  computers  work. 

Right  now,  a  major  super- 
market chain  uses  a  network 
of  Wang  VS  computers  in  more 


than  100  retail  locations  as  in- 


services  like  check-cashing 
Courtesy  cards. 
Getting  the  job  done.where 


store  processors.  They  enable    the  job  is  done.  That's  what 
the  chain  to  manage  commun-   Wang  is  helping  business  do, 


ications  and  key  resources 
such  as  cash  and  payroll  on  a 
store-by-store  basis. 

They  also  allow  each  store 
to  offer  customers  additional 


and  do  better. 


£  Wans  Laboratories,  Inc. 


writeoff  deals,  no  out-of-pocket  cash 
was  the  lure.  Uncle  Sam  picked  up  the 
cost.  Sponsors  and  sales  reps  routine- 
ly projected  optimistic  internal  rates 
of  return  of  25%  and  more.  The  per- 
fect investment. 

As  inflation  evaporated,  so  did  in- 
flated values  in  scores  of  wildly  over- 
appraised  real  estate  investments. 

Selling  real  estate  programs,  how- 
ever, has  turned  out  to  be  a  terrific 
investment  for  the  general  partner 
sponsors,  the  stockbrokers,  the  con- 
sultants, the  lawyers  and  financial 
planners,  and  assorted  trolls.  Young 
millionaire  syndication  sponsors 
sprouted  up  like  weeds.  Their  cus- 
tomers did  not  become  millionaires. 
Most  of  the  customers  are  way  behind 
the  eight  ball. 

In  a  sense  they  were  behind  the 
eight  ball  from  the  very  start.  In  most 
of  the  real  estate  syndication  deals, 
the  general  partner — that  is,  the  spon- 
sor— and  the  brokers  typically  lopped 
off  18  cents  to  23  cents  per  equity 
dollar  in  up-front  charges,  acquisition 
fees  and  underwriting  commissions. 
The  folks  on  the  selling  side  probably 
raked  in  $5  billion  in  fees  and  com- 
missions. So  the  folks  on  the  buying 
side  were  well  in  the  hole  as  soon  as 
they  started. 

Many  are  getting  in  deeper.  No- 
where is  this  more  obvious  than  in 
the  deep  tax-shelter  deals.  An  esti- 


mated $2  billion  to  $3  billion  worth  of 
syndicated  apartments,  office  build- 
ings and  hotels  already  in  a  fairly  se- 
vere financial  squeeze,  most  of  them 
in  the  once-booming  Sunbelt. 

Sponsors  of  these  high-writeoff 
deals  are  seeking  to  renegotiate  the 
14%  to  17%  mortgages  they  agreed  to 
pay  a  few  years  ago,  but  which  they 
can't  afford  anymore.  A  lender  may 
not  be  willing  to  renegotiate.  And 
even  if  he  is,  there  are  large  prepay- 
ment penalties,  often  amounting  to  a 
year's  interest. 

Says  Lawrence  Winston,  vice  chair- 
man of  Angeles  Corp.,  a  West  Coast 
syndicator,  "What  I'm  really  afraid  of 
is  that  there  are  a  lot  of  syndicators 
who  took  heavy,  heavy  upfront  mon- 
ey, and  now  they  aren't  willing  to 
stand  with  their  partnerships  in  trou- 
bled times." 

Some  unit  interests  in  four-  and 
five-year-old  public  syndications  with 
Sunbelt  properties  are  bought  at  50% 
of  their  original  cost  in  the  secondary 
market  today. 

The  most  vulnerable  deals  are  the 
heavy  tax  writeoff  syndications  pro- 
moted by  the  likes  of  Craig  Hall,  Jeff 
Sunderman's  Sunward  Investment 
Corp.  and  Donald  Walker.  Sunder- 
man's over  $100  million  worth  of 
5,700  apartments,  most  in  the  Sun- 
belt, filed  for  reorganization  last  year. 

Walker  brought  Grand  Prix  racing 


Nail  biting  at  the  mailbox 


Robert  A.  McNeil  Corp.,  a  big 
real  estate  syndicator  based  in 
San  Mateo,  Calif.,  recently  sent 
out  letters  to  investors  in  three  of 
McNeil's  high-writeoff  partner- 
ships, raising  the  specter  that  the 
properties  might  be  foreclosed. 
That  could  hurt. 

Suppose,  hypothetically,  that  50 
partners  went  in  on  a  $10  million 
building,  financed  20%  with  equi- 
ty and  80%  debt.  Say  $2  million 
represented  land,  $8  million  the 
building,  and  that  the  building  was 
depreciated  down  to  $4.5  million 
by  using  accelerated  depreciation. 
So  now  the  property's  basis  is  $6.5 
million. 

In  the  event  of  foreclosure,  the 
IRS  assumes  that  investors  receive 
the  full  amount  of  the  mortgage — 
here,  $8  million — even  if  the  liqui- 
dation price  is  less.  In  the  real 
world,  most  investors  would  prob- 
ably lose  their  equity  on  a  foreclo- 
sure. But  in  the  tax  world,  die  IRS 
would  apply  the  mortgage  "in- 


come" against  the  depreciated  ba- 
sis and  claim  the  investors  made  a 
gain  of  $1.5  million. 

Worse,  a  portion  of  this  phantom 
gain  equal  to  the  difference  be- 
tween straight  line  and  accelerated 
depreciation  (about  $800,000  in 
this  example)  is  treated  as  ordinary 
income.  Tax  due  on  this:  $400,000. 
The  rest  of  the  gain  is  taxed  at 
capital  gains  rates.  Tax  due  on  it: 
$140,000,  for  total  taxes  due  of 
$540,000.  All  told,  then,  foreclo- 
sure in  this  example  would  cost 
investors  $790,000,  which  is  the 
difference  between  their  tax  bene- 
fits ($1.75  million)  and  their 
wiped-out  equity  ($2  million)  plus 
taxes  due  ($540,000). 

Naturally,  the  game  here  is  to 
fend  off  foreclosure.  Some  McNeil 
investors  offered  new  equity  to  do 
that.  But  the  syndicator  may  add  a 
new  tier  of  equity  investors.  That 
might  save  the  original  partners 
from  foreclosure.  But  it  would  also 
dilute  their  investment.— H.R. 


SHERATON! 


IN  THE 

CONTINENTAL  U.S.: 
ALASKA: 

Anchorage,  Sheraton 
Anchorage  Hotel 

ARIZONA: 

Tucson,  Sheraton 
Tucson  El 
Conquistador  Golf 
and  Tennis  Resort 

CALIFORNIA: 

Southern  California 
Los  Angeles, 

Miramar  Sheraton 

Hotel 

Sheraton  Grande 
Hotel 

Sheraton  Plaza  £T\ 
LaReina  w 
Sheraton  Premiere 
Hotel 

Sheraton  at 
Redondo  Beach 
(Opening  Winter  1986) 
Sheraton  Universal 
Hotel 

Palm  Springs, 
Sheraton  Plaza 
Resort  &  Racquet 
Club 

San  Diego/Harbor 
Island,  Sheratons/T\ 
at  Harbor  Island  <t? 

Northern  California 

Monterey,  Sheraton 
Monterey 

San  Francisco, 
Sheraton  at 
Fisherman's  Wharf 
Sheraton  Palace 
Hotel 

COLORADO: 
Denver,  Sheraton  fi\ 
Denver  Airport  w 

CONNECTICUT: 
Hartford,  Sheraton 

Hartford  Hotel 
Stamford,  Sheraton 

Stamford  Hotel  & 

Towers 

DISTRICT  OF 
COLUMBIA: 
Sheraton  Carlton 
Hotel 

The  Sheraton 
Grand  on  Capitol 
Hill 

Sheraton 
Washington  Hotel 

FLORIDA: 

Miami  Beach/Bal 

Harbour,  Sheraton 

Bal  Harbour 
Orlando/Disney  World, 

Sheraton  World 
Palm  Coast, 

Sheraton  Palm 

Coast  Resort 

GEORGIA: 
Savannah,  Sheraton 
Savannah  Resort 

ILLINOIS: 
Chicago,  Sheraton 
Plaza 

LOUISIANA: 
New  Orleans, 

Sheraton 

New  Orleans 

Hotel  &  Towers 

MARYLAND: 
Baltimore:  Sheraton 
Inner  Harbor  Hotel 

MASSACHUSETTS: 
Boston,  Sheraton 

Boston  Hotel  & 

Towers 

MISSOURI: 
St  Louis.  Sheraton 

St.  Louis  Hotel 

Sheraton  West  Port  Inn 


NEW  JERSEY: 
East  Rutherford. 
Sheraton 
Meadowlands 
(Opening  Sept 

NEW  YORK: 
New  York,  St.  Rei 
Sheraton  Hot« 
The  Sheraton] 
Centre  Hotel  1, 
Towers 
Sheraton  City 
Squire 

Sheraton  Rus 
Hotel 

NORTH  CAROLII 

Greensboro, 
Sheraton 
Greensboro  H 

OKLAHOMA: 
Tulsa,  Sheraton 
Kensington  H< 

PENNSYLVANIA 

Philadelphia, 
Society  Hill 
Sheraton 
(Opening  July 

TENNESSEE: 
Nashville,  Sherat 
Music  City  Hot 

TEXAS: 

Dallas.  Sheraton 
Dallas  Hotel  & 
Towers 
Sheraton  Park 
Central  Hotel  I 
Towers 

UTAH: 

Salt  Lake  City, 
Sheraton  Triac 
Hotel  &  Tower! 

VIRGINIA: 

Richmond,  The 
Jefferson  She 
Hotel  (Now  Op 

WASHINGTON: 
Seattle,  Seattle 

Sheraton  Hote 

Towers 

IN  HAWAII: 
Hawaii,  Sheraton 

Royal  Waikolo  I 

Hotel 
Kauai.  Sheraton  I 

Coconut  Bead 

Hotel 

Sheraton  Kaua 

Hotel 

Sheraton 

Princeville  Hoi 
Maui.  Sheraton  M 1 

Hotel 
Molokai,  Sheratoi| 

Molokai  Resor  | 
Oahu,  Moana  Hot  j 

Princess 

Kaiulani  Hotel 

Royal  Hawaiian 

Hotel 

Sheraton 

Makaha  Resor  I 

and  Country  CI  | 

Sheraton 

Waikiki  Hotel 

Surf  rider  Hotel 

IN  CANADA: 
NOVA  SCOTIA: 
Halifax,  Halifax 
Sheraton 

ONTARIO: 

Toronto,  The 
Sheraton  Cent  i 
Hotel  &  Towers 

QUEBEC: 
Montreal,  Le  Cent1 
Sheraton  Hotel  I 
Towers 
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WHEN  IT  COMES  TO  BUSINESS 


SHERATON  CENTRE  HOTEL  &  TOWERS  /  NEW  YORK  MIDTOWN  LOCATION  ADJ/ 


:XCITING  BROADWAY  THEATRE  DISTRICT  /  RESTAURANTS  /  MEETING  FACILITIES 


:OME     TO  SHERATON 


At  Sheraton,  we  know  you  need  more  than 
a  place  to  stay  when  you  travel  on  business. 
You  need  a  hotel  that  has  made  a  com- 
mitment to  the  business  traveler.  The  new 
Sheraton  has  made  that  commitment. 
You'll  discover  something  special  about 
each  of  our  locations.  Like  the  charming 
and  historic  Back  Bay  area  of  Boston,  within 
blocks  of  the  city's  finest  shopping.  Having 
Manhattan's  theatres  and  restaurants  at 
your  doorstep  when  you  stay  at  New  York's 
Sheraton  Centre  and  Sheraton  City  Squire. 
And  enjoying  the  indoor  pools  in  Hartford 
and  Stamford  while  being  ideally  located 
for  business.  When  you  consider  all  this,  plus 
our  fine  restaurants,  comfortable  meeting 
rooms,  and  superb  room  service,  you'll 
realize  that  whenever  you  stay  at  Sheraton, 
you  are  somewhere  special.  So  come  to 
Sheraton.  You'll  find  we're  building  the  new 
Sheraton  around  you. 


FHE  NORTHEAST: 

STON,  SHERATON  BOSTON  HOTEL  &  TOWERS 

RTFORD,  SHERATON  HARTFORD  HOTEL 

A/  YORK,  THE  SHERATON  CENTRE  HOTEL  &  TOWERS 

SHERATON  CITY  SQUIRE 
.MFORD,  SHERATON  STAMFORD  HOTEL  8c  TOWERS 

me  to  Sheraton  for  Advantage"  Miles. 

ilicable  on  SET  and  regular  rates  only  at  participating  Sheraton  Hotels. 
Jvantage®is  a  registered  service  mark  of  American  Airlines,  Inc. 

86  The  Sheraton  Corporation 


Sheraton 

The  hospitality  people  of 

ITT 

800-325-3535 

Or  call  your  Travel  Agent. 


The  Hall  of  syndication 


Dallas-based  syndica- 
tes Craig  Hall  is  a 
glib  talker  and,  thanks  to 
the  $900  million  he  has 
raised  from  real  estate 
syndications,  rich.  His 
holdings  include  real  es- 
tate management  com- 
panies, two  savings 
banks,  May  Petroleum 
and  10%  of  the  Dallas 
Cowboys.  Last  year 
Hall's  net  worth  was  es- 
timated by  Forbes  at 
$75  million.  Hall  is  35. 

At  a  young  age  he 
came  to  syndication 
prominence  by  turning 
around  poorly  run  apart- 
ment properties  in  the  early  1970s,  when  it  was  hard  to 
go  wrong  in  real  estate.  He  wrote  a  book  on  the  subject, 
which  got  him  on  the  lecture  circuit,  luring  thousands 
of  investors  for  the  partnerships  he  created. 

Unfortunately,  Hall  properties,  carrying  nearly  $500 
million  in  debt,  are  running  an  operating  deficit  of  $40 
million  a  year. 

This  year  Hall  may  put  new  properties  into  the 
partnerships,  instead  of  cash,  to  keep  them  going.  "If 
Hall  walked,"  explains  David  Siciliano,  head  of  Dallas- 
based  real  estate  syndicate  RPR  Properties,  "he 
wouldn't  be  able  to  raise  another  dime."  Meanwhile, 


Hall  Financial  Group 's  Craig 
The  grim  news  surfaces. 


Hall  is  trying  to  con- 
vince his  lenders  to  re- 
duce the  very  high  inter- 
est rates  he  took  on  in 
1983  and  1984. 

Not  that  Hall  himself 
is  suffering.  Take  the  def- 
icit-ridden Hall  Kirby 
Associates  Dallas  office 
building  partnership, 
which  raised  $6  million 
in  equity  in  1984.  By  the 
time  Hall  and  his  affili- 
ates were  through,  "near- 
ly half  of  the  equity 
raised  was  charged  to  in- 
vestors as  fees  and  com- 
missions," according  to 
RPR's  Siciliano.  Adds  he, 
"Hall  was  nice  enough  to  lend  some  of  this  money  back 
to  the  limited  partners  at  'favorable'  rates." 

Hall  raised  $30  million  in  equity  in  early  1984  to  buy 
Park  Central  III,  a  Dallas  office  complex.  Hall's  take: 
about  $4  million  up  front.  The  S&L  that  made  a  $51 
million  loan  on  Park  Central  bought  it,  marked  it  up 
and  resold  it  to  the  partnership,  netting  a  fast  profit. 

Through  such  devices  did  Hall's  personal  companies 
earn  an  estimated  $50  million  from  fees,  commissions 
and  interest  in  1985.  And  he  made  a  bundle  in  a  couple 
of  stock  deals.  Hall's  a  lot  better  off  than  his  worried 
investors — H.R. 


Hall 


to  Dallas  and  was  a  darling  of  Dallas 
society.  His  $168  million  real  estate 
syndication  empire  went  bankrupt 
last  year.  Lawsuits  charge  that  Walker 
commingled  partnership  funds,  in- 
ducing them  to  "lend"  money  back 
and  forth,  and  engaged  in  other  impru- 
dent activities. 

San  Diego's  Doerring  Group,  which 
over  the  years  raised  more  than  $55 
million,  also  ran  into  trouble  this  year 
because  of  "irregularities,"  causing 
grief  to  its  well-heeled  clients  (includ- 
ing partners  in  top  San  Diego  law 
firms). 

Technical  Equities  Corp.  of  San 
Jose,  Calif,  filed  for  reorganization  in 
February.  Technical,  which  sold  over 
$100  million  in  81  heavy  tax  writeoff 
partnerships  to  thousands  of  athletes, 
doctors  and  lawyers,  owed  at  least  $50 
million  to  lenders  and  individuals,  in- 
cluding sports  stars  and  executives 
lured  by  financial  adviser  Harry 
Stem's  promises  of  glory. 

And  at  the  end  of  March,  CFS  Fi- 
nancial Corp.,  a  Salt  Lake  City  real 
estate  syndicator  and  investment 
company,  filed  for  bankruptcy. 

But  the  problems  go  beyond  the 
speculative,  high-writeoff  tax  shel- 
ters. Even  some  of  the  more  consvfva- 


tive  deals  and  some  junk,  mortgage- 
lending  REITs  are  beginning  to  have 
troubles.  On  the  basis  of  our  analysis 
of  Securities  &  Exchange  Commis 
sion  filings  by  some  20  publicly  regis- 
tered partnerships  and  trusts,  Forbes 
estimates  another  $4  billion  worth  of 
properties  are  getting  into  trouble.  Ei- 
ther they  are  suffering  from  negative 
cash  flow  above  original  projections 
in  highly  leveraged  deals,  or,  in  low- 
leverage  deals,  positive  cash  flow  is 
shrinking  fast. 

Fox  &  Carskadon's  Preferred  Prop- 
erties 1981  has  six  of  its  eight  apart- 
ment, hotel  and  office-building  prop- 
erties in  a  sizable  negative  cash  flow 
position. 

Connecticut  General  Realty  Inves- 
tors I  and  II  cut  cash  distributions  to 
investors.  Too  many  of  its  properties 
were  situated  in  Texas.  San  Mateo, 
Calif. -based  McNeil  has  41  properties 
in  Texas,  24  of  them  in  negative  cash 
flow.  Its  McNeil  XII  partnership  ap- 
pears to  be  the  worst  off. 

Last  December  investors  in  Balcor 
Realty  Investors  83-Series  II  received 
a  letter.  It  informed  them  that  two 
loans  among  those  on  13  properties  in 
the  $75  million  portfolio  were  in  de- 
fault. Nine  of  the  remaining  proper- 


ties were  experiencing  sizable  cash| 
flow  deficits. 

As  a  result,  the  Balcor  letter  says, 
"cash  distributions,  which  were  an- 
ticipated to  begin  in  early  1986,  will 
not  be  possible  for  the  foreseeable  fu-! 
ture."  In  other  words,  a  long  time. 

But  weep  not  for  the  folks  who  ran 
Balcor.  Founders  Jerry  Reinsdorf,  Rob-l 
ert  Judelson  and  Donald  Fortunate- 
sold  Balcor  in  1982  to  Shearson  Leh- 
man Brothers  for  $100  million. 

The  founders  of  Consolidated  Capi- 
tal, a  long-established  Emeryville, 
Calif.  REIT  management  and  property 
syndication  company,  walked  away 
with  $75  million  from  Johnstown- 
American  last  year.  They  probably 
won't  receive  all  of  the  second-stage 
$75-  million  because  bad  loan  prob- 
lems surfaced  shortly  after  the  sale 
late  last  summer.  Tough! 

It  was  all  very  predictable.  People 
had  money.  They  were  sour  on  stocks 
and  bonds.  It  was  easy  to  sell  them 
real  estate  deals.  And  they  bought, 
without  considering  that  the 
risk/reward  balance  was  shifting 
against  them,  without  considering 
that  many  of  the  cash  flow  projections 
were  little  more  than  fairy  tales.  And 
they  lost  and  are  still  losing.  ■ 
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Deciding  on  a  new  car? 


"If  your  car  is  this 
well  equipped,  you  won't 
want  to  go  home  again." 

Chicago  Magazine 

. .  their  extraordinary 
Delco-GM/Bose 
Music  System . . 

Stereo  Review 

"  .  .the  performance 
. .  .was  astounding." 

High  Fidelity 

Our  experience  has  convinced  us  that, 
regardless  of  your  interest  in  music, 
you  will  require  less  than  one  minute 
of  listening  to  know  that  you  want 
the  Delco-GM/Bose  Music  System  in 
your  next  General  Motors  car* 


ound  so  real,  it  will  change  how  you  feel  about  driving. 


*Available  on  selected  models  of  Cadillac,  Buick,  Oldsmobile  and  Chevrolet. 


re  should  think  seriously 
about  standardizing  on 
Cullinet  software." 

"They  have  the  only 
information  system  strategy 
for  the  '80's  and  '90's  that 
makes  sense." 


A  large  number  of  companies  in  the  United  States  today  are  operating  with  information  technology  that  is  10  to  15 
»ars  old.  Utilizing  the  technologies  available  in  the  '60's  and  70's,  these  companies  either  built  or  purchased  applications 
ym  many  different  sources.  These  applications  were  difficult  to  integrate  because  they  were  simply  not  designed  to 
ork  together. 

The  result  has  been  a  collection  of  systems  that  are  unable  to  talk  to  each  other,  are  difficult  to  maintain  and  are  held 
gether  by  the  proverbial  "baling  wire!' 

Companies  who  recognized  the  need  to  respond  guickly  to  changes  within  the  business  environment  have  been 
Peking  a  coherent  information  system  strategy  that  will  help  them  to  succeed  in  today's  highly  competitive  world. 

That's  why  so  many  companies  are  relying  on  Cullinet's  three-level  integration-that  brings  together  all  of  the 
formation  resources  of  an  organization  and  makes  accurate  information  available  to  senior  management,  delivering  on 
e  promise  of  computers,  making  information  available  in  time  to  take  corrective  action. 

Only  Cullinet  can  provide  the  solution  through  its  information  strategies  for  the  '80's  and  '90's. 


Because  IDMS/R,  Cullinet's  Integrated  Database  Management  System 
is  the  Foundation  for  all  Applications  of  the  Future . . . 


.  it  provides  a  completely  integrated  environment  to  support  applications  development.  Database  man- 
;ement  systems  exist  to  build  better  applications.  Better  applications  require  an  integrated  development 
rstem  with  optimized  tools  designed  to  work  together  to  store,  report  and  query  data;  to  define,  track  and 
anage  the  use  of  data  and  programs;  and  to  design,  write  and  document  the  application.  Only  Cullinet's 
itabase  management  system,  IDMS/R,  with  its  completely  integrated  application  development  system  can 
rovide  this  kind  of  efficient  data  processing  and  a  foundation  for  better  business  applications. 

Because  Cullinet's  Fourth  Generation  Applications  are  Functionally 

Integrated,  they  Work  Together... 


.  and  are  designed  and  developed  on  the  same  database  foundation  so  thai  they  can  share  data  between 
jplications  and  deliver  the  advanced  application  development  tools  to  make  packaged  applications  soft- 
are  into  unique  corporate  solutions. 

Cullinet's  line  of  applications  software  delivers  leading  edge  functionality  in  all  areas.  Our  advanced 
lanufacturing  system  is  designed  to  provide  multi-plant  production  and  inventory  control.  Our  integrated 
nancial  solutions  assist  in  effectively  managing  all  your  financial  activities.  Our  human  resource  manage - 
lent  system  integrates  all  your  payroll  and  personnel  functions  into  a  single  system.  And  our  banking 
)lution  combines  all  major  banking  functions  to  provide  comprehensive  relationship  banking  capabilities, 
ich  application  is  designed  by  industry  professionals  with  a  thorough  understanding  of  your  business 
quirements. 

Because  Cullinet's  Information  Center  Management  System  provides 
Consistent  and  Simple  Access  to  all  Corporate  Information . . . 


.  your  managers  can  make  effective  business  decisions  based  upon  complete  information.  Your  informa- 
on  residing  on  the  mainframe,  departmental  minicomputer  or  information  from  personal  computers  such 
>  documents,  spreadsheets  and  graphs  can  be  consolidated  to  provide  a  composite  view  of  all  your  corpo- 
ite  activities.  Cullinet's  unique  integration  delivers  the  tools  you  need  to  create  a  complete  corporate 
lformation  system. 

For  example,  for  the  manufacturer  with  the  need  to  associate  production  data  with  sales  orders  and 
recasts,  or  skills  requirements  with  shop  floor  needs,  or  for  the  bank  associating  customer  information  with 
>an  data,  Cullinet's  micro  to  mainframe  integration  allows  you  to  deliver  the  appropriate  data  to  a  personal 
Dmputer  for  analysis  so  that  your  managers  can  make  effective  business  decisions  for  your  company. 

Only  Cullinet's  Complete  Corporate  Information  Solution 
is  based  on  Three -Level  Integration . . . 


.  resulting  in  a  comprehensive  information  system  that  delivers  the  tools  you  need  to  address  today's 
itical  business  requirements,  make  decisions  on  the  latest  information  and  respond  to  the  challenging 
ivironment  of  today  and  tomorrow.  Only  through  the  complete  integration  of  applications,  informa- 
on  center  and  database  can  you  gain  a  lasting  competitive  advantage. 

For  more  information  about  the  only  corporate  information  strategy  for  the  '80's  and  '90's,  call  Cullinet's 
>li-free  number  1-800-551-4555. 

The  Leader  in  Information  Systems  Software 


Cullinet 
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The  Up  &  Comers 


Strategy 


Hyatt  Legal  Services  started  its  chain  of 
storefront  law  offices  five  years  behind  pio- 
neer facoby  &  Meyers  but  was  first  to  har- 
ness outside  capital.  Guess  who's  on  top. 

A  tale  of  two 
law  firms 


By  Marc  Beauchamp 


T|  HE  BUSINESS  OF  THE  LAW  is  tO 
increase  the  business  of  the 
law."  Charles  Dickens  wrote 
that  in  1853,  in  Bleak  House  Cynical 
but  unfortunately  true.  However, 
lawyers  don't  always  agree  on  the  best 
ways  to  fatten  their  purses.  Witness 
the  divergent  strategies  of  the  coun- 
try's two  largest  discount  law  firms, 


Los  Angeles-based  facoby  &  Meyers 
(Forbes,  Feb.  15,  1982)  and  Hyatt  Legal 
Services  of  Kansas  City,  Mo. 

In  1972  Leonard  Jacoby  and  Stephen 
Meyers,  two  UCLA  law  school  gradu- 
ates, came  up  with  the  idea  of  a  neigh- 
borhood "legal  clinic,"  offering  cut- 
rate  services  to  middle-income  people 
who  wanted,  say,  a  simple  divorce 
(current  J&M  price:  around  $300)  or  a 
will  drawn  up  ($100).  In  1977,  soon 


after  the  Supreme  Court  ruled  that 
lawyers  could  advertise,  J&M  became 
the  first  law  firm  to  advertise  on  TV, 
It  now  has  1 50  offices  in  six  states  and 
grosses  over  $20  million  a  year. 

The  higher  achiever,  however,  is 
$40  million  (estimated  1985  reve- 
nues) Hyatt  Legal  Services.  In  1977 
Yale  Law  School  grad  Joel  Hyatt,  now 
35,  decided  to  go  after  the  same  mid- 
die-class  market  Jacoby  &  Meyers  hac 
targeted  in  1972.  Hyatt  figured  the 
way  to  overcome  J&M's  fivc-yeai 
head  start  was  to  enter  quickly  as 
many  markets  as  possible,  thus  pre] 
empting  J&M  when  it  tried  to  move 
east  from  its  California  base. 

Good  idea,  but  there  was  a  big  prob- 
lem: Where  would  Hyatt  get  the  mon- 
ey? Sell  shares?  Unfortunately,  state 
bar  associations  forbid  nonlawyers  to 
hold  equity  in  a  law  firm — a  majoi 
reason  that  lawyers  are  largely  insu 
lated  from  the  fierce  price  competi 
tion  now  buffeting  physicians. 

How  to  clear  the  capital  hurdle?  In 
1979  Hyatt,  who  by  then  had  openec 
only  nine  offices  (all  in  his  native 
Ohio),  was  approached  by  H&H 
Block,  the  $493  million  (revenues 
Kansas  City-based  tax  preparation 
firm,  which  was  looking  for  a  new 
nonseasonal  business.  The  two 
cooked  up  a  scheme  that  enabled  Hy-) 
att  to  raise  outside  capital  without 
violating  bar  association  rules.  Here's 
how  it  worked: 


Hyatt  Legal  Services' Joel  Hyatt  (left)  and  Jacoby  &  Meyers'  Leonard  Jacoby 
With  a  boost  from  H&R  Block,  Hyatt  is  winning  the  growth  race. 
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The  case  of  the  discounted  fees 


Bargains  all,  compared  with  list-price  lawyers  at  $150  an  hour. 


Real  estate  Joint  personal     Divorce  Divorce 

Will            closing  bankruptcy  (uncontested)  (contested) 

Hyatt  Legal  Services*               $55              $250  $475              $375  $675 

Jacoby  &  Meyers                  75-100        300-700  500-700        200-395  975-3,000 

'Average  Rates  van-  from  state  to  state, 


The  two  partners  formed  Block 
anagement  Co.,  80%  owned  by 
Block  and  20%  by  Hyatt  and  his 
ler  partners.  BMC  would  provide 
•  each  of  the  Hyatt  chain's  offices  a 
3ad  range  of  services — from  office 
ice  to  word  processing  and  secre- 
ial  help — all  of  which  Block  al- 
idy  supplies  its  own  tax  preparers  in 

more  than  7,000  offices  nation- 
de.  In  return,  BMC  gets  a  monthly 
:  based  on  the  number  of  Hyatt's 
orneys.  With  Block  Management, 
m,  H&R  Block  benefits  from 
ratt's  growth  without  actually  own- 
l  any  of  Hyatt's  practices, 
[t  has  only  lately  begun  to  pay  off 
■  Block.  As  of  Apr.  30  last  year,  BMC 
d  accumulated  losses  of  $8.7  mil- 
n,  largely  because  of  the  cost  of 
Liipping  new  Hyatt  offices.  But  in 
;  six  months  ended  last  Oct.  31, 
1C  earned  $427,000  pretax  on  $  1 1 .2 
llion  in  fees  paid  by  Hyatt  Legal 
rvices.  "We  thought  initially  we'd 
;  a  profit  in  three  years,"  says  Je- 
ne  Grossman,  H&R  Block's  chief 
erating  officer.  "It's  taken  six." 
'The  [H&R  Block]  relationship," 
/s  Hyatt,  "has  brought  us  a  tremen- 
us  competitive  advantage."  Such  as 
idia  buying — last  year  Hyatt  spent 
.6  million  on  TV  ads. 
Hyatt's  problem  with  the  business 
the  law  is  that  the  margins  in  wills 
d  divorces,  which  account  for  about 
%  of  revenues,  are  pretty  slim.  To 
prove  profitability,  Hyatt  is  target- 
\  prepaid  legal  services — "the  next 
ijor  employee  benefit,"  he  predicts, 
tout  15  million  Americans  are  cov- 
:d  to  some  degree  by  such  plans, 
ratt  covers  70,000,  including  38,000 
:neral  Motors  workers,  at  a  month- 
cost  of  $4  to  $10  per  employee. 
What  happened  to  the  pioneer  in 
;al  fee  discounting,  Jacoby  &  Mey- 
>?  Its  founders  were  slow  to  grasp 
z  need  for  outside  financing,  and  ran 
ort  of  cash  in  1979  just  as  they  were 
Hunting  a  media  blitz  to  go  with 
M's  push  into  New  York.  Leonard 
:oby  estimates  it  costs  $100,000  to 
:  up  and  staff  an  office  and  carry  it 
til  it  starts  making  money.  The 
sh  crisis  stunted  J&M's  growth  for 
ars.  Finally,  in  late  1983,  J&M  set 

an  outside  management  company 
nilar  to  Block  Management;  its  ma- 
'  investors  are  Warburg  Pincus  &. 
).,  the  New  York  venture  capital 
m,  and  John  Hancock  Capital 
owth  Management,  a  unit  of  the 
surance  company.  That  allowed 
M  to  open  90  offices  in  less  than 
o  years,  including  20  acquired  by 
urging  with  two  profitable  outfits  in 
izona  and  Philadelphia.  But  it  was 
3  late  to  catch  Hyatt,  which  now 


has  50  more  offices  than  J&M. 

Leonard  Jacoby  also  wants  to  raise 
his  firm's  margins,  but  not  by  going 
Hyatt's  prepaid  legal  services  route.  "I 
think  it  will  be  years  before  it's  big," 
says  Jacoby.  "It's  not  as  attractive  [to 
employees]  as  medical  benefits." 

Instead,  J&M  is  concentrating  more 
heavily  on  specialties  such  as  probate, 
small  business  law,  bankruptcy,  im- 
migration and  the  booming  personal 
injury  field.  A  recent  TV  commercial, 
for  example,  features  a  man  who  has 
taken  his  injured  brother  to  the  hospi- 
tal. "I  did  the  best  thing,"  he  says, 
looking  into  the  camera.  "I  got  him  to 
the  right  doctors.  Now  I'm  going  to 
call  Jacoby  &  Meyers." 

Which  chain's  strategy  is  winning 


What  with  the  market  for  initial 
public  offerings  reheating,  it  is 
easy  to  forget  how  quickly  that  mar- 
ket chilled  in  the  fall  of  1983.  William 
Dobbin  hasn't  forgotten.  That  precipi- 
tate drop  nearly  killed  his  company. 

Dobbin  is  vice  president  of  finance 
at  San  Jose,  Calif. 's  Maxtor  Corp.,  the 
leading  producer  of  high-capacity  5'/4- 
inch  hard  disk  drives.  Maxtor  was 
started  in  1982  by  James  McCoy,  an 
industrial  engineer,  and  two  partners; 
the  three  had  figured  a  way  to  more 
than  treble  the  amount  of  informa- 
tion that  could  be  stored  on  a  5'/4-inch 
hard  disk.  So  the  company  easily 
raised  an  initial  $3  million  in  venture 
capital.  But  $3  million  doesn't  go  far. 
Quickly,  they  needed  more.  No  prob- 
lem. Anything  new  with  a  high-tech 
label  sold. 


is  hard  to  say:  Neither  will  disclose 
profits.  But  with  580  lawyers  in  200 
offices  in  22  states  and  the  District  of 
Columbia,  Hyatt  has  clearly  grown 
faster.  Sitting  in  Henry  W.  Bloch's  old 
office,  Joel  Hyatt  makes  no  secret  of 
his  ambition  to  run  someday  for  the 
Senate  seat  now  held  by  his  father-in- 
law,  Ohio's  Howard  Metzenbaum. 

Jacoby  Meyers?  It  has  almost  275 
lawyers  in  150  offices  and  specialty 
units  in  six  states.  But  Leonard  Ja- 
coby, now  44,  is  philosophical  about 
Hyatt's  lead:  "Block  seems  willing  to 
pour  an  almost  unlimited  supply  of 
money  into  them.  That  sure  makes 
planning  different."  An  important 
point,  that,  for  legal  and  other  entre- 
preneurs to  remember.  ■ 


Around  six  months  later,  in  April 
1983,  McCoy  and  Dobbin  raised  an- 
other $5.5  million  in  venture  capital 
without  ever  unpacking  Maxtor's 
business  plan.  "I  kept  trying  to  get  out 
to  the  car  to  get  it  [the  business 
plan],"  says  Dobbins,  "but  we  just 
kept  doing  deals  without  ever  having 
to  show  the  plan."  Laughs  McCoy  at 
the  memory  of  investors  hungry  for 
an  early  piece  of  Maxtor:  "As  a  banker 
once  told  me,  when  the  ducks  are 
quacking,  you  feed  them." 

Soon,  of  course,  Maxtor  would  need 
more  money,  big  money.  No  sweat, 
Maxtor  people  thought,  not  with 
technology  issues  as  hot  as  they  were 
and  a  pocket  full  of  orders  totaling 
$150  million.  But  suddenly  the  mar- 
ket dried  up.  "The  Dow  dropped  nine 
points  a  day  while  we  were  on  the 


The  Up  &  Coiners 


Lessons 


When  it  needed  new  money,  the  capital  market  dried 
up  for  Maxtor  Corp.  A  blessing  in  disguise. 

Performance 
under  duress 
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Why  Morgan  Guaraii 
in  more  currencies  thi 


Major  borrowers  increasingly  are  turning  to  the 
international  currency  markets  to  meet  both  their  dollai 
and  non-dollar  financing  needs.  And  they  choose 
Morgan  Guaranty  to  manage  issues  in  a  wider  range 
of  currencies  than  any  other  underwriter.  Issuers 
give  Morgan  these  mandates  because  we  have  the  capita 
strength,  global  resources,  and  skills  to  structure  the 
most  advantageous  financings— in  any  currency. 


Issuers  like  those  in  the  table 
require  a  lead  manager  that 
participates  in  all  key  interna- 
tional securities  markets,  and 
has  the  ability  to  identify  attrac- 
tive financing  opportunities  in 
each  of  them.  When  borrowers 
ask  Morgan  Guaranty  for  advice 
they  get  that  and  more. 

They  find  that  our  capital 
strength— over  $5  billion  in  pri- 
mary capital— reduces  their  cost 
and  risk  in  intermarket  arbitrage. 
They  also  find  our  currency  and 
interest-rate  swap  specialists  can 
help  them  create  dollar  obliga- 
tions at  the  lowest  cost. 

Here  are  examples  of  how  we 
helped  borrowers  take  advantage 
of  new  opportunities  in  foreign- 
currency  bond  markets  in  1985, 


when  more  than  half  of  all  inter- 
national debt  issues  were  in  non- 
U.S.  dollar  currencies. 

Deutschemarks.  Morgan 
Guaranty  GmbH  was  lead  man- 
ager of  an  R.J.  Reynolds  DM265 
million  issue  swapped  into  U.S. 
dollars.  This  was  the  first  straight 
Euro-Deutschemark  issue  in 
which  a  foreign-owned  firm  was 
book-running  lead  manager. 

French  francs.  We  were 
co-lead  manager  of  eight  French 
franc  issues— more  than  any 
non-French  bank.  We  co-led, 
with  two  French  banks,  a  Gaz  de 
France  issue  that  reopened  the 
Euro- French  franc  bond  market 
after  a  four-year  lapse.  Then  we 
co-led  French  franc  issues  for 
IBM  France,  the  Kingdom  of 


Sweden,  Mobil,  Electricite  de 
France,  and  Unilever. 

ECUs.  Morgan  was  lead  or 
co-lead  manager  of  ten  ECU 
issues,  including  an  ECU  100  n 
lion  issue  for  Security  Pacific 
Australia  which  we  swapped  ii 
U.S.  dollar  financing. 

Swiss  francs.  Morgan  Gual 
anty  (Switzerland)  Ltd  launch 
as  book-runner  a  SF235  million 
issue  which  we  combined  will 
currency  swap  to  provide  15-y< 
U.S.  dollar  financing  for  R.J. 
Reynolds.  Increased  to  SF275  \ 
million,  this  was  the  largest 
Swiss  franc  offering  to  date  by! 
U.S.  company.  In  the  Swiss 
public  bond  market  we  were  al 
book-running  lead  manager  foi 
issues  for  Chrysler,  ITT,  PepsiC 


anages  bond  issues 
iy  other  underwriter 


etti,  and  the  first  zero  cou- 
issue  for  the  World  Bank, 
erling.  We  were  book-run- 
lead  manager  for  Euro- 
ing  bond  issues  for  British 
Meum,  Sterling  Drug,  and 
\mev.  In  addition,  Morgan 
managed  a  $100  million 
?  for  Minnesota  Mining  & 
ufacturing  that  was  the  first 
r/sterling  dual-currency 
I  ever. 

lstralian  dollars.  Two  issues 
ank  of  Tokyo  and  one  for 
dner  Bank  were  among  the 
n  A$  issues  led  or  co-led  by 
*an. 

iw  Zealand  dollars.  We  led 

ssues,  including  a  NZ$75 
on  Coca-Cola  Financial 
3  which  we  swapped  into 


Selected  non-U. S.  dollar  issues 
lead-managed  by 
Morgan  Guaranty  in  1985 

Bank  of  Tokyo 

A$50  million 

British  Petroleum 

¥17  billion 

British  Petroleum 

£50  million 

Chrysler  Financial 

SF160  million 

Chrvsler  Financial 

NZ$65  million 

Coca-Cola  Financial 

NZ$75  million 

European 
Investment  Bank 

DKR250  million 

Fcrrovie 

£100  million 

Gaz  de  France 

FF500  million 

IBM  Credit 

NZ$60  million 

IBM  France 

FF700  million 

IBM  World  Trade 

ECU  150  million 

Kingdom  of  Sweden 

FF500  million 

Marubeni 

C$200  million 

Mass  Transit  Bailway 
(Hong  Kong) 

HK$700  million 

McDonald's 

¥25  billion 

Mobil 

FF500  million 

Nordic- 
Investment  Bank 

DKR200  million 

N  V  Amev 

£50  million 

Olivetti 

SF100  million 

PepsiCo 

SF130  million 

Peugeot 

FF500  million 

R.J.  Reynolds 

DM265  million 

R..J.  Reynolds 

SF275  million 

Security  Pacific- 

ECU  100  million 

Sterling  Drug 

£30  million 

Syntex 

¥20  billion 

Unilever 

FF250  million 

United  Technologies 

Lit50  billion 

World  Bank 

SF600  million 

fixed-rate  U.S.  dollar  financing. 

Lira.  We  were  co-lead  man- 
ager of  the  first  U.S.  corporate 
Euro-lira  issue  for  United  Tech- 
nologies, for  Lit50  billion. 

Danish  krone.  We  were  lead 
manager  for  the  first  two  issues 
in  the  Euro-Danish  krone  bond 


market,  which  opened  last  year. 

Yen.  For  J.C.  Penney,  we 
arranged  U.S.  dollar  fixed-rate 
funding,  at  a  cost  below  the  yield 
on  U.S. Treasury  notes,  through 
a  Euro-yen  bond  issue  and  cur- 
rency swap. 

We  deliver  innovative  services 
in  the  capital  markets  with  the 
same  high  quality  and  skill  that 
have  long  been  hallmarks  of  all 
Morgan  banking.  Challenge  us 
with  your  next  complex  financ- 
ing problem. 

Morgan  Guaranty  Ltd,  30  Throg- 
morton  Street,  London  ec2n  2nt 

Morgan  Guaranty  Trust  Company, 
23  Wall  Street,  New  York,  NY 
10015 


The  Morgan  Bank 


Maxtor  President  James  McCoy  ( left)  with  Vice  Presidents  William  Dobbin  and  Robert  Teal 
By  making  a  virtue  of  necessity,  survival. 


road  show,"  says  Dobbin.  "I  was  on 
the  phone  to  a  major  investor,  and 
suddenly  I  thought  he  was  backing 
out.  For  a  minute  I  was  literally 
speechless.  Eventually  I  got  my  voice 
back  and  resold  him."  Ultimately 
Maxtor's  original  backers  ponied  up 
another  $18.3  million.  But  it  was  clear 
to  Dobbin  and  McCoy  they  could 
count  on  no  more. 

At  the  time,  scores  of  startups  that 
missed  the  new-issues  wave  ran  out  of 
money  and  went  out  of  business. 
Maxtor  made  virtue  of  necessity,  and 
survived.  "We  said  we  would  have  to 
operate'  as  if  that  financing  we  fin- 
ished in  early  November  1983  was  the 
last  equity  we  would  get,  [and  that] 
we  can't  make  going  public  an  objec- 
tive," says  McCoy. 

To  husband  what  cash  Maxtor  had 
on  hand,  McCoy,  in  what  he  calls  one 
of  his  darkest  hours,  fired  94  people 
(27%  of  Maxtor's  work  force)  over 
Thanksgiving  weekend.  That  set  the 
stage  but  did  not  resolve  the  problem. 

"Technology,"  says  Dobbin, 
"pushes  everything  into  tomorrow.  I 
call  it  the  Pollyanna  Problem.  Every- 
thing will  be  better  tomorrow.  You 
don't  want  to  destroy  that,  but  at  the 
same  time  you  need  to  create  a  disci- 
plined financial  environment." 

Solving  the  Pollyanna  Problem, 
says  Dobbin,  required  Maxtor  to  focus 
on  profit  now,  not  revenue  growth  or 


market  share  tomorrow.  Rather  than 
assemble  drives  and  then  ship  them 
all  at  the  end  of  the  month,  for  exam- 
ple, Maxtor  began  shipping  finished 
products  as  soon  as  completed.  This 
brought  discipline  to  manufacturing 
and  cut  both  inventories  and  receiv- 
ables, thus  increasing  cash  flow. 

Acting  out  another  survival  strate- 
gy, Robert  Teal,  vice  president  of  mar- 
keting, informed  Maxtor's  customers 
that  the  company  would  no  longer 
supply  them  with  its  lower-capacity 
(and  lower-margin)  disk  drives.  In- 
stead, customers  were  asked  to  move 
up  to  Maxtor's  higher-capacity  (and 
more  profitable)  drives. 

By  summer  1984  Maxtor  was  still 
in  business.  More  amazing,  McCoy 
and  Dobbin  figured  that  if  they  could 
squeeze  another  $500,000  from  oper- 
ating expenses  in  the  December  quar- 
ter, Maxtor  would  show  a  profit. 

Fortunately  for  Dobbin,  all  Maxtor 
employees  are  also  shareholders.  Dob- 
bin candidly  explained  to  the  workers 
how  much  cash  the  company  had  left 
and  how  fast  it  was  being  used.  He  put 
money-saving  suggestions  from  em- 
ployees together  with  his  own  ideas, 
came  up  with  80  separate  actions  that 
could  cut  costs,  and  dubbed  them 
Project  500.  Everyone  then  "signed 
up"  for  one  or  more  of  Project  500's 
cost-cutting  measures. 

While  some  of  Project  500's  cost- 


cutting  was  obvious — cut  advertising 
budgets,  save  on  stationery — some  of 
the  workers'  ideas  were  unique.  One 
group  in  marketing,  for  example, 
spent  weekends  selling  promotional 
books  Maxtor  had  previously  given 
away.  That  raised  several  thousand 
dollars.  Other  marketing  employees 
sold  data  sheets  and  other  marketing 
literature  on  Maxtor  drives  that  nor- 
mally were  given  away.  The  test- 
equipment  department  began  selling 
some  of  its  proprietary  test  equip- 
ment outside  the  company.  Not  to  be 
outdone,  Dennis  Terrell,  Maxtor's  fa- 
cilities manager,  wandered  through 
offices  removing  every  other  light 
bulb  to  reduce  energy  costs. 

All  this  penny-pinching  helped  re- 
duce Maxtor's  Operating  costs  by 
nearly  $600,000 — and  readied  it  for  a 
public  equity  issue  when  the  market 
recovered.  It  sold  1.6  million  shares 
last  August  at  1 1  a  share;  the  price  is 
now  around  197/s.  For  the  nine 
months  ended  Dec.  29  Maxtor  earned 
$7  million  ($1.03  a  share)  on  revenues 
of  $59  million. 

Looking  back,  Dobbin  figures  that 
the  drying  up  of  the  market  for  easy 
capital  in  the  end  made  Maxtor  a  bet- 
ter company.  It  forced  it  into  a  disci- 
pline that  it  might  have  avoided  until 
it  was  too  late.  "What  happened  was 
really  a  blessing  in  disguise,"  he 
concludes. — Kathleen  K.  Wiegner 
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The  new  Xerox 1050  Marathon  copier. 


he  new  Xerox  1050  Marathon  can  do 
t  other  medium  sized  copiers  never 
med  of. 

ike  make  time  consuming  chores  a 
ze.  Say,  for  example,  you're 
zing  a  long  report  and  you 
t  the  first  page  of  each  chap- 
o  be  on  blue  paper, 
r  you'd  like  to  copy  a  stack  of  com- 
r  forms  without  having  to  tear  them 
t.  (No  other  mid-sized  copier  can 
ile  this.) 

r  you  need  to  edit  a  certain 
graph  from  the  document  you're 
ring. 

fell,  the  1050  can  perform  all  of  these 
s  with  the  simple  push  of  a  button. 


Team  Xerox 


And  if  you're  not  sure  which  one  to 
push,  the  1050  will  tell  you,  with  a  mes- 
sage on  its  information  screen. 
But  above  all,  we  designed  this  copier 
a  to  be  dependable.  And  it's 
backed  by  the  best  service  and 
support  organization  in  the  busi- 
ness: Team  Xerox. 
Someday  the  competition  will  have  a 
copier  as  capable  as  the  1050.  But  why 
wait  for  a  copy  when  you  can  have  the 
original? 

For  more  information  send  in  the  cou- 
pon, call  your  local  Xerox  sales  office,  or 
Team  Xerox  at 

1-800-TEAM-XRX,  ext.  296. 

(l-800-832-6979,ext.  296) 


Automatic 
document 
handling 


Automatic 
computer 
forms 
feeding 


Standard 
2720  sheet 
paper  supply 


I'd  like  to  learn  more  about  the  Xerox  1050 
Marathon,  the  copier  the  competition  will  be 
copying. 

□  Have  a  sales  representative  contact  me. 

□  Send  me  more  information. 

Send  this  coupon  to:  Xerox  Corporation, 
R0.  Box  24,  Rochester,  NY  I4692. 


NAMh 

TITLE 

COMPANY 
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STATE 
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Or,  if  you  can 't  wait, 
call  1-800-TEAM-XRX,  ext.  296. 

(1-800-8324979, ext.  296) 
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XEROX®  and  1050  are  trademarks  of  XEROX  CORPORATION. 
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Science  &  Technology 


Edited  bv  (Vail  Bronson 


Polluted  water  is  causing  huge  numbers  of 
fish  to  develop  cancer.  Can  the  disease  be 
transmitted  to  fish-eaters? 


On  the  waterfront 


1 


By  Alyssa  A.  Lap  pen 


Viewed  from 
shore,  Puget 
Sound's  Eagle 
Harbor  looks  postcard  idyllic,  its 


Ecology 


wavelets  gently  lapping  the  beach- 
front as  gulls  bob  offshore.  But  from 
about  20  feet  beneath  the  surface,  a 
different  and  completely  revolting 
picture  emerges — of  a  gloppy,  creo- 
sote-soaked sand  bottom  that  sug- 
gests the  devil's  own  vomit. 

In  this  gunk,  which  was  dumped  for 
years  by  a  local  chemical  company, 


Former  Massachusetts  Superic 
Judge  Paul  Garrity  on  Boston  waterfront 
The  damned  things  have  cancer. 


English  sole  must  forage  for  worms. 
And  when  researchers  haul  in  the  fish 
and  slit  open  their  bellies,  they  very 
often  find  the  livers  riddled  with  can- 
cerous tumors. 

Cancerous  fish  have  surfaced  in  epi- 
demic proportions  in  at  least  ten 
fresh-  and  saltwater  shorefronts  and 
estuaries  around  the  country.  Up  to  a 
quarter  of  the  English  sole  in  20  areas 
in  Puget  Sound  are  diseased.  So,  too, 
are  nearly  all  the  saugers,  a  type  of 
perch  that  inhabits  Torch  Lake,  Mich. 
More  than  90%  of  the  two-year-old 
Atlantic  tomcods  that  swim  in  the 
Hudson  River  also  have  liver  cancers. 
Likewise,  in  Ohio's  Black  River  tu- 
mor-laden catfish  are  common.  And 
two  years  ago  a  quarter  of  the  winter 
flounder  in  part  of  Boston  Harbor  suf- 
fered from  liver  cancer. 

In  Massachusetts,  where  commer- 
cial fishing  brings  in  $1  billion  a  year 
and  saltwater  anglers  add  an  estimat- 
ed $1 75  million,  the  public  outcry  has 
been  intense,  "fust  about  everyone  I 
know  has  rented  a  dory  and  gone  out 
into  Boston  harbor  for  flounder,  and 
now  the  damned  things  are  cancer- 
ous," says  Paul  Garrity,  a  former  Mas- 
sachusetts Superior  Court  judge. 

Before  he  stepped  down  from  the 
bench  in  late  1984,  Garrity  temporar- 
ily banned  new  sewer  hookups  in  the 
Boston  area  after  the  city  of  Quincy 
(which  is  often  called  "the  flounder 
capital  of  the  world")  sued  to  force  a 
cleanup  of  area  waters.  In  response, 
the  Massachusetts  legislature 
promptly  set  up  the  Massachusetts 
Water  Resources  Authority,  which 
plans  to  spend  $1.2  billion  over  17 
years  to  build  a  waste  treatment  plant 
for  the  area. 


fi 


Most  humans  diagnosed  with  liver 
cancer  die  of  the  disease  within  five 
years,  and  it  is  likely  that  most  strick- 
en fish  will  die  prematurely,  too.  But 
is  there  a  demonstrable  connection 
between  fish  with  cancer  and  human 
disease?  Scientists  have  not  been  able 
to  document  one  yet.  But  one  disturb- 
ing study  on  the  matter  comes  from 
Greta  Fein,  a  researcher  at  the  Univer- 
sity of  Maryland,  who  in  1984  report- 
ed that  the  offspring  of  242  women 
who  had  eaten  PCB-tainted  fish  for 
years  have  measurably  slower  neuro- 
muscular reflexes. 

Warns  Thomas  Cameron  of  the  Na- 
tional Cancer  Institute:  "The  correla- 
tion between  fish  cancer  and  pollu- 
tion is  a  red  flag  that  there  may  be 
problems  for  people  exposed  to  these 
waters  by  bathing,  drinking,  and  eat- 
ing the  fish." 

If  that  is  so,  a  grim  possibility 
arises.  Recreational  fishermen  spend 
an  estimated  $25  billion  each  year  on 
the  sport.  In  certain  areas,  they  and 
the  inner-city  poor,  who  fish  off  piers 
and  bridges  and  often  live  on  what 
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Researchers  aboard  a  NOAA  vessel  haul  in 
English  sole  in  Seattle's  Duwamish  River 
(left),  dissect  the  fish  (below),  then  fre- 
quently '  discoi  >er  that  the  Hi  vrs  are  riddled 
with  grotesque  tumors  ( bottom). 


hey  catch,  may  actually  be  slowly 
'oisoning  themselves  without  even 
nowing  it. 

Studies  show  that  many  toxins 
rom  pollution  are  collected  in  the 
ish  organs,  which  most  people  don't 
at.  But  some  toxins,  such  as  hexa- 
hlorobenzene,  chlorinated  butadi- 
nes  and  polychlorinated  biphenyls, 
ccumulate  in  both  fat  and  flesh — and 
hus  pass  into  the  bodies  of  those  who 
at  the  fish. 

Congress  is  alarmed.  The  House 
isheries  &  Wildlife  Conservation  &. 
he  Environment  subcommittee  plans 
o  convene  hearings  in  June  to  raise 
ublic  consciousness  about  fish  and 
/ater  pollution.  Says  Michigan  Dem- 
erat  Dennis  Hertel,  a  committee 
nember,  "We  don't  want  people  eat- 
ng  those  fish  or  swimming  in  pollut- 
d  water." 

Federal  agencies,  funded  by  new  re- 
earch  grants,  are  starting  to  look  for 
n  answer  to  the  dilemma.  The  Envi- 
onmental  Protection  Agency  has  al- 
acated  $14  million  this  year  to  assess 
nvironmental  risks  in  Buzzards  Bay, 


Narragansett  Bay,  Long  Island  Sound, 
Puget  Sound  and  Chesapeake  Bay. 
Likewise,  the  National  Oceanic  &  At- 
mospheric Administration  (NOAA) 
has  mounted  its  own  effort — an  inves- 
tigation costing  $5  million  this  year 
alone  that  will  examine  correlations 
between  cancerous  fish  and  contami- 
nated sediments  in  50  coastal  areas. 

Early  findings  offer  some  clues.  Ap- 
parently, toxic  chemicals  that  cause 
mammalian  cancer  trigger  the  disease 
in  fish,  too,  says  Donald  Malms,  di- 
rector of  environmental  conservation 
at  Seattle's  Northwest  &  Alaska  Fish- 
eries Center.  The  fish  feed  off  heavily 
contaminated  sediments  that  contain 
large  doses  of  toxic  wastes.  Time  and 
again,  scientists  find  traces  of  toxic 
elements  in  the  gallbladders  of  fish 
with  cancerous  livers. 

Environmental  problems  like  these 
have  put  industry  on  the  spot.  In  in- 
dustrialized Midland,  Mich.,  Dow 
Chemical  began  operating  a  $4.3  mil- 
lion pressure  sand  filter  system  last 
year  to  remove  dioxin  from  wastewa- 
ter that  flows  into  Saginaw  Bay, 


Donald  Mai  ins  of  Seattle's  Northwest  & 
Alaska  /'isheries  studying  English  sole 
Feeding  on  the  devil's  vomit. 
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The  Advantages  Of  HavingThe  P 


AT&T's  PC  6300  PLUS: 
MULTI-TALENTED  TO  HANDLE 
 MULTI-TASKS  

Our  newest  PC  displays  a  most  dis- 
tinct personality.  It  can  do  so  many 
things  and  do  them  all  extremely  well. 

Take,  for  instance,  its  uncommon 
speed.  Unlike  most  other  PCs,  the  PC 
6300  PLUS  works  as  fast  as  you  do,  so 
you  never  have  to  wait  for  it  to  catch  up 
with  you. 

AT&T  offers  another  clear-cut  rea- 
son for  selecting  the  PC  6300  PLUS: 
Its  highly  defined,  easy-to-read  screen 
resolution.  Compared  to  the  IBM  PC 
AT,*  the  PC  6300  PLUS  text  and 


graphics  are  4  times  sharper. 
Whether  you're  working  on  sales 
charts  or  preparing  presentations, 
getting  a  better  picture  helps  com- 
municate the  big  picture. 

Our  non-glare  screen  and  tilt-and- 
swivel  monitor  allow  you  to  work 
comfortably  on  the  PC  6300  PLUS 
for  hours  at  a  time.  Its  sleek  design 
enables  this  unusually  powerful  PC  to 
fit  easily  on  your  desk.  Again,  next  to 
all  the  major  competitors,  AT&T's  PC 
takes  up  40%  less  desk  space. 

PERSONALITY  PLUS 

There's  more  to  AT&T's  PC  6300 
PLUS  than  sheer  power  and  comfort- 


able design. 

There's  a  side  no  one's  even 
before.  It's  a  special  feature  on  ti 
6300  PLUS  called  Simul-Task 
lets  you  do  things  on  a  desktop 
puter  that  other  PCs  only  hope 
someday:  it  works  the  way  you  w< 

Say,  for  example,  you  are  wc 
on  a  spreadsheet  and  need  the 
stock  quotes.  Simul-Task  enable 
to  call  up  the  new  informatioi 
return  to  your  original  progran 
fraction  of  the  time  it  would  noi 
take.  You'll  soon  be  able  to  acj 
Simul-Task. 

When  you  are  ready  to  protec 
work,  the  PC  6300  PLUS  enable 


ithThe  Multiple  Personality 


Ily  make  backup  files  while  you 
le  on  with  other  things.  You  can 
;hedule  programs  to  run  while 
away  from  your  machine,  so 
you  return,  all  the  information 
waiting  for  you.  The  PC  6300 
even  affords  you  the  conven- 
of  sending  and  receiving  elec- 
tnail  in  the  background  while  you 
ather  program  in  the  foreground. 

HE  COMPUTERS  WITH 
rHE  FUTURE  BUILT  IN 

e  combination  of  high  perform- 
ed unique  features  makes  the 
PC  6300  PLUS  the  personifica- 
f  PC  investment  protection. 


Without  abandoning  the  software  you 
already  own,  you  are  bringing  some 
extraordinary  new  capabilities  to  your 
desktop. 

That's  what  you'd  expect  from 
AT&T,  the  one  company  whose  com- 
puters are  designed  for  the  future. 

All  the  more  reason  why  the  PC 
6300  PLUS  may  very  well  be  suited  to 
your  personality. 

For  more  information  call  your 
AT&T  Information  Systems  Account 
Executive,  visit  an  authorized  AT&T 
dealer  or  call  1 800  247-1212. 

•IBM  and  AT  are  registered  trademarks  of  International 
Business  Machines  Corp. 

©1986  AT&T  Information  Systems 
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Fish  cancer  hot  spots 


A  multitude  of  fish  cancers  have  surfaced  in  parts  of 
the  13  lakes,  rivers  and  coastal  waters  shown  on  the 
map  below.  The  most  common  type  is  liver  cancer, 


1.  Puget  Sound,  English  sole 

2.  Central  Florida  lakes,  catfish 

3.  Deep  Creek  and  Pleasant  Valley  lakes,  white  sucker 

4.  Hudson  River,  Atlantic  tomcod 

5.  Buffalo  and  Niagara  rivers,  eastern  Lake  Erie,  catfish,  goldfish, 
white  sucker,  redhorse  sucker,  walleye,  drum 

6.  Great  Lakes;  Canadian  lakes,  Alberta  to  Quebec,  white  sucker 


but  cancers  of  the  pancreas,  mouth  and  skin  also 
abound.  In  all  instances,  toxic  pollution  is  believed  to 
be  the  cause  of  the  disease. 


7.  Black  River,  catfish 

8.  Fox  and  Des  Plaines  rivers,  catfish 

9.  Torch  Lake,  sauger  and  walleye 

10.  Buffalo  nature  preserve,  catfish 

11.  Boston  Harbor,  winter  flounder 

12.  Detroit  Harbor,  white  sucker 

13.  Los  Angeles  shoreline,  white  croaker 

Source  John  Harshbarger,  Smithsonian  Institution 

show  signs  of  developing  cancers. 

Under  the  eye  of  the  EPA,  states  are 
charged  with  responsibility  for  enl 
forcing  existing  water  pollution  laws. 
In  Michigan,  where  recreational  fish- 
ing is  a  $1  billion  industry,  authorities 
have  slapped  Velsicol  Inc.,  BASF,  Na- 
tional Steel  and  dozens  of  others  with 
nearly  $19  million  in  penalties,  much 
of  it  relating  to  water  pollution,  since 
1982.  Even  so,  because  EPA  regula- 
tions don't  cover  them,  small  busi- 
nesses that  dump  into  sewers,  such  as 
textile  mills  and  commercial  laun- 
dries, continue  to  pollute  unchecked. 

More  research  is  necessary  before 
firm  conclusions  can  be  drawn  as  to 
whether  cancer  in  fish  is  a  harbinger 
of  disease  in  humans  or  simply  a 
warning  of  developing  environmental 
danger.  Either  way,  the  threat  is  obvi- 
ous, and  foot-dragging  is  risky. 


Science  & 
Technology 

where  PCB-tainted  fish  have  been 
found.  Meanwhile,  Occidental  Chem- 
ical, which  makes  chlorine,  caustic 
soda  and  hydrochloric  acid  at  its  Ta- 
coma,  Wash,  plant,  has  also  taken  ac- 
tion, reinforcing  its  chemical  storage 
tanks'  walls  and  surrounding  them 
with  asphalt  and  concrete  dikes  to 
contain  spills.  "We  have  a  plant  full  of 
fishermen  and  hunters.  We're  as  con- 
cerned about  the  environment  as  any- 
one," says  Occidental  plant  manager 
Dave  Scholes. 

State  authorities  are  trying  to  en- 
force clean  water  laws  as  best  they 
can.  Their  efforts  are  particularly  in- 
tense in  situations  in  which  pollution 


winds  up  putting  state  revenues  in 
jeopardy.  Last  year  the  Washington 
State  legislature  created  the  Puget 
Sound  Water  Quality  Authority,  and 
the  state's  Department  of  Ecology  has 
stepped  up  enforcement  actions  by 
30%  over  1984.  Michigan  has  restrict- 
ed sales  of  tainted  carp  and  catfish, 
and  New  York  State  now  forbids  sale 
of  PCB-tainted  striped  bass  as  well. 

Meanwhile,  in  the  last  five  years 
state  authorities  elsewhere  have 
closed  11%  of  the  nation's  active 
shellfishing  grounds.  Such  estuaries 
are  the  spawning  grounds  for  more 
than  65%  of  commercially  valuable 
species,  such  as  bluefish,  snapper  and 
pompano,  which  inhabit  the  Gulf  and 
East  coasts.  Luckily  for  seafood  lov- 
ers, and  for  the  $18  billion  fishing 
industry,  mature  saltwater  fish 
caught  for  commercial  sale  live  in 
clean,  deep  waters  and  so  far  don't 
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Personal  Affairs 


Edited  bv  William  G.  Flanagan 


The  restorers  who  maintain  art  and  an- 
tiques in  museums  are  now  wooing  pri- 
vate and  corporate  collectors  for  work. 
Why?  That's  where  the  money  is. 

When  your  art  or 
antiques  need 
fixing 


Bauman  plans  to  expand. 

In  this  restorers'  market,  Baumal 
and  his  co-workers  from  British  an|| 
American  museums  know  that  in  tal 
private  arena  a  gifted  craftsman  wi II 
earn  far  more  than  the  roughlll 
$30,000  a  year  that  institutions  roul 
tinely  pay. 

So  fixing  a  damaged  antique  q| 
artwork  probably  won't  be  cheap.  Bu 
at  least  you  are  now  more  likely  t 
find  someone  who  can  do  sue) 
work — or  be  told,  first,  whether  it  1 
worth  restoring  an  object  at  all. 

Lynn  Wicks,  a  ceramics  conservd 
tor  in  Santa  Barbara  who  repairs  item 
for  the  I.  Paul  Getty  Museum,  cau 
tions,  "First  find  out  the  value  of  th| 
piece  to  see  if  it's  worth  putting  goo| 
money  into  it." 

Advises  Vera  Espinola  of  Washing 
ton,  D.C.,  where  she  is  restoring  Rus 
sian  icons  the  Smithsonian  had  nq 
unpacked  since  it  acquired  them  9j 
years  ago,  "Proceed  very,  very  careful 
ly.  There  are  often  technical  consider 
ations.  You  need  to  understand  thj 
chemistry    before    restoration  cal 


By  Arthur  Jones 


If  it's  French  antique  furniture 
that  needs  restoring,  "Don't  send 
it  to  France.  French  restorers 
make  everything  look  like  plastic." 
That's  the  cautionary  tale  from  the  J. 
Paul  Getty  Museum's  Gillian  Wilson, 
curator  of  European  decorative  arts, 
who  also  tosses  in  another  piece  of 
advice  to  people  with  deteriorating 
antiques:  "Whatever  you  do,  don't  try 
to  fix  it  yourself." 

For  in  the  world  of  valuable  objects, 
the  "fixer"  is  a  specialist:  part  artist, 
part  scientist,  part  inventor — and  very 
much  in  demand. 

Strange  though  it  may  seem,  the 
bulk  of  the  nation's  art  treasures  is 
not  in  museums  but  in  private  hands. 
And  in  this  decade  the  conservators — 
those  who  bring  back  the  lost  luster  to 
oils,  make  chipped  crystal  whole,  pre- 
serve Russian  icons,  rebind  rare 
books,  de-acidify  rotting  autographs, 
restore  great-grandmother's  wedding 
quilt,  repair  antique  furniture  and  the 
like — are  being  lured  out  of  the  muse- 
ums and  into  private  practice.  There's 
a  lot  more  money  to  be  made  working 
for  individual  and  corporate  owners  of 
treasures. 

Three  years  ago  Barry  Bauman  was 
associate  conservator  of  paintings  at 
the  Art  Institute  of  Chicago.  Today 
Bauman's  privately  owned  Chicago 
Conservation  Center  has  its  easels 
full  of  yellowing  and  cracked  oil 
paintings,  its  worktables  loaded  with 
damaged  South  American  artifacts, 
chipped  statues  and  tattered  textiles. 


Justine  Wimsatt,  co-oimer  of  the  Washi>igton  Conservation  Studio,  at  easel 
Part  artist,  part  scientist,  part  inventor — and  very  much  in  demand. 
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irt."  And  time's  ravages  are  some- 
nes  irreversible. 

Former  Waterford  apprentice  Shay 
Brien  of  New  Haven,  Conn.,  whose 
ecialty  is  restoring  lead  crystal  of 
nerica's  Brilliant  period  (roughly 
76  to  1914),  explains:  "I  take  no 
jponsibility  if  the  piece  breaks.  A 
id  crystal  vase  that  has  stood  on  a 
ndow  ledge  for  years,  baked  in  the 
mmer,  frozen  in  winter,  has  be- 
me  brittle.  The  instant  I  touch  it  to 
e  grinding  wheel  to  refashion  where 
e  engraving  is  worn  or  chipped,  the 
lole  thing  may  shatter." 
Glass  restorers  even  have  to  be  care- 
l  about  high-frequency  pitch  from 
e  engraving  wheel.  Says  O'Brien,  "It 
n  shatter  glass  the  same  way  an 
era  singer's  voice  does." 
To  people  seeking  repairers  and  re- 
fers, O'Brien  warns,  "Watch  out, 
ere  are  a  lot  of  cobblers  out  there 
10  don't  really  know  what  they're 
ing.  My  apprenticeship  at  Water- 
rd  took  five  years,  and  I'm  still 
trning."  Right  now,  O'Brien  has  a 
:-week  backlog  of  work,  much  of  it 


from  antique  dealers. 

Dealers  guard  good  restorers'  names 
as  jealously  as  working  mothers  hoard 
housekeepers'.  Says  Jan  Marfyak  of 
Bethesda,  Md.'s  century-old  Krup- 
saw's  antique  dealers,  "We  don't  like 
to  give  out  names — there  are  too  few 
good  people  out  there,  and  the  con- 
sumers can  overwhelm  them  with 
work." 

But  many  museum  curators  will  of- 
ten be  helpful  without  too  much  prod- 
ding. Says  Mary  W.  Ballard,  senior 
textile  conservator  at  the  Smithsoni- 
an Institution's  conservation  and  ana- 
lytical laboratory:  "Don't  be  afraid  to 
ask  around.  When  people  write  to  me 
I  usually  recommend  two  or  three 
names,  once  they  give  me  particulars 
of  the  problem.  I  tell  them  to  send  a 
letter  to  those  conservators,  describ- 
ing the  dimensions  involved,  the  kind 
of  material,  something  about  the 
problem  and  what  they  think  needs  to 
be  done." 

Also  on  Ballard's  checklist:  Send 
each  suggested  conservator  8  by  10 
photos  or  color  slides,  and  keep  copies 


yourself  because  you  may  need  to 
consult  on  the  problem  over  the 
phone.  Ask  for  a  dollar  estimate,  ask 
for  a  proposal  outlining  what  the  con- 
servator will  do,  and  ask  for  a  sched- 
ule— you  might  want  to  try  someone 
else  if  the  conservator  can't  get  to  it 
for  two  years. 

Also  ask  about  the  best  way  to  pack 
and  ship  the  object.  Then,  says  Bal- 
lard, find  out  about  insurance.  You 
might  need  a  special  rider  to  cover  the 
item  while  it  is  being  repaired  or  in 
transit. 

One  excellent  source  of  restorers  is 
the  2,500-member  American  Institute 
for  Conservation,  an  organization  of 
professional  conservators.  Elisabeth 
FitzHugh,  president  of  the  Washing- 
ton, D.C. -based  institute  and  conser- 
vation scientist  at  the  Smithsonian's 
Freer  Gallery,  says  that  inquirers  will 
be  sent  copies  of  the  brochure  Guide- 
lines for  Selecting  a  Conservator.  And, 
before  1986  is  out,  the  institute  hopes 
to  publish  a  geographic  listing  of  mu- 
seum conservators. 

Rare-book  specialist  Frank  Mowery 


Woman  in  a  White  Dress,  by  W.B.  Coo- 
per, 1838,  as  restored  and  with  dam- 
age revealed  by  ultraviolet  light 
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UALITY 


AND 
CRAFTSMANSHI 


Perpetuating  the  standard  of  perfection 
that  was  established  with  the  making  of 
that  first  Hickey-Freeman  suit,  three  genera- 
tions of  the  Hickey  family  have  been  deeply 
committed  to  seeing  it  flourish.  Continuing 
this  legacy  of  personal  involvement,  Walter 
B.  D.  Hickey  Jr.  authenticates  the  claim  that  a 
thing  done  well  once  is  well  worth  repeating. 
Hickey-Freeman.  The  gentleman's  preference. 


Jiidiey^reematD 


1290  Avenue  of  the  Americas,  New  York,  New  York  10104 
Fot  the  Hickey-Freeman  dealer  nearest  you,  call  1-8Q0-231-22U. 


Personal 
Affairs 


at  Washington's  Folger  Shakespeare 
Library  has  the  best  of  both  worlds. 
The  Folger  lets  him  do  private  work 
on  the  premises  during  evenings  and 
on  weekends.  "That's  a  definite  at- 
traction to  working  here,"  says 
Mowery,  "an  almost  unique  fringe 
benefit.  Some  institutions  do  not  per- 
mit it."  But  the  Folger  benefits,  too, 
says  Mowery,  who  recently  finished 
restoring  a  Shakespeare  First  Folio  for 
the  Dallas  Shakespeare  Club. 

"Because  I  do  offer  my  conservation 
services,  that  attracts  certain  people 
to  this  institution.  In  the  past  that  has 
brought  a  lot  of  money  in  donations," 
he  said. 

What  do  repair,  restoration  and  con- 
servation cost?  The  cheapest  and  fast- 
est art  restoration  on  record  cost  noth- 
ing. Oscar  Wilde's  picture  of  Dorian 
Gray  took  decades  to  deteriorate;  its 
restoration  was  accomplished  in 
Gray's  dying  moments.  By  contrast, 
the  privately  run  Washington  Conser- 
vation Studio,  owned  by  conservators 
Justine  Wimsatt  and  Roberto  Arce, 
took  three  months  to  restore  19th- 
century  paintings  of  General  George 
Washington  and  General  Lafayette, 


Ml  M  S.mi.ir.. 


Shay  O  'Brien  refinishing  Waterford 
"A  lot  of  cobblers  out  there." 


and  that  was  a  rush  job,  since  the 
work  had  to  be  done  between  sessions 
of  Congress.  The  charge:  $9,000 
apiece.  (The  portraits  hang  in  the 
House  of  Representatives;  the  Ken- 
sington, Md. -based  studio  does  a  lot  of 
work  for  federal  agencies.) 

"I've  fixed  a  sentimental  piece  for 
someone  and  charged  nothing,"  said 
glass  restorer  and  artist  O'Brien.  "But 
redoing  the  teeth  [the  decorated  edge] 
on  a  Brilliant-period  vase,  or  rehigh- 
lighting  nearly  lost  engraving  on  a 
$3,000  or  $4,000  two-piece  Hawks 
punch  bowl  that  weighs  upward  of  30 

Akjandni  Tomfc 


pounds  and  needs  two  people  to  hart 
die  it?  It  depends.  Figure  it  this  way 
Damaged,  the  punch  bowl  is  wortj 
practically  nothing.  Not  even  20%  d 
its  true  value." 

O'Brien,  with  grinding  wheels  spin; 
ning  and  water  and  grinding  comj 
pounds  splashing,  demonstrated  on  I 
lead  crystal  trifle  bowl  with  brokej 
teeth  how  it  is  possible  to  grind  all  thi 
teeth  away  and  redo  the  entire  rirrj 
"When  properly  finished  it  need  lool 
little  different  from  any  other  piece  q 
the  period.  All  were  handmade,  sj 
there  are  no  two  alike  to  begin  with 
But  doing  it  well  can  cost  anywhere 
from  a  couple  of  hundred  dollars  oi 
up — and  I  won't  take  any  responsibill 
ity  if  the  piece  breaks." 

Santa  Barbara  ceramicist  Wicks 
who  has  developed  his  own  glazes  an« 
compounds,  was  drawn  to  ceramics  a| 
an  adolescent.  "A  lot  of  my  work  ij 
trial  and  error,  experimentation  witl 
new  chemicals  and  techniques  fo| 
cleaning,  and  the  duplication  of  missj 
ing  pieces  and  original  glazes  on  transi 
lucent  surfaces."  His  fees  have  rangec 
"from  a  low  end  of  $700  to  ove: 
$20,000."  The  latter  was  for  th< 
complete  disassembly  of  a  Tang  dyi 
nasty  statue,  cleaning,  fabrication  o 
missing  pieces,  and  filling  in  missinj 
chips  and  cracks. 

His  favorite  undertaking  has  been 
duplicating  the  gold  foils  for  som* 
Sevres  urns  made  for  Louis  XVI  o| 
France — so  far  it's  taken  him  su 
months  and  cost  $21,000. 

Increasingly  it  is  not  just  privatt 
individuals  who  have  turned  to  th« 
private  conservators,  but  corporal 
tions,  too.  Chicago  Conservation 
Center's  Bauman  lists  Sara  Lee 
Quaker  Oats,  McDonald's  Corp.  anc 
the  First  National  Bank  of  Chicago 
among  clients  who  retain  the  center 
to  care  for  their  art  treasures. 

Begin  your  search  for  a  restorer  with 
your  local  museum.  As  the  Getty  Mw 
seum's  Wilson  said,  "The  museums 
have  their  curators,  the  dealers  have 
theirs.  The  individual  just  has  to  be- 
gin at  the  beginning,  and  asking  at  the 
local  museum  is  usually  a  very  good 
way  to  start." 

Here  are  some  additional  sources: 

•  The  American  Institute  for  Conj 
servation  of  Historic  &  Artistic 
Works,  3545  Williamsburg  Lanq 
N.W.,  Washington,  D.C.  20008; 

•  The  Chicago  Conservation  Ceni 
ter,  Central  Arts  Building,  Suite  70I, 
730  N.  Franklin  St.,  Chicago,  111. 

606 10; 

•  The  Washington  Conservation 
Studio,  4230  Howard  Ave.,  Kensingi 
ton,  Md.  20895. 
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ALL-SEASON  CAMRY 

You'll  love  the  all-wea- 
ther traction  of  front- 
wheel  drive,  too.  And 
Camry's  thrifty  mileage: 
EPA  estimated  28  city/ 
34  highway**  Isn't  it  time 
you  met  Camry,  the  new 
friend  of  the  family? 


AMRY  AMERICAS  MOST 
ROUBLE-FREE  CAR*  IS  ONE 
ARYOU  CAN  LOVE. 


JABLE 

Toyota  Camry  is  the  most  trouble-free 
1  car  sold  in  America*  the  car  with  the 
sst  problems  during  the  first  3  months  of 
lership.  It's  so  reliable,  roomy  and  com- 
able,  Camry  can  make  you  feel  special 
ut  a  car  again.  Camry  owners  say,  "Love 
Zamry."  Wouldn't  you  love  to  have  a  car 
could  feel  that  good  about? 


HOW  MUCH  ROOM? 

The  family  Camry  makes  generous  room  for 
five  adults.  There's  more  front  head  room  than 
any  other  compact.  Soft  velour  upholstery,  full 
carpeting,  and  reclining  front  bucket  seats 
comfort  you.  Child  protector  rear  door  locks 
are  for  your  peace  of  mind. 


Get  More  From  Life. . 
Buckle  Up! 


WHO  TOYOTA 

COULD  ASK  IUYUIA 
FOR  ANYTHING 
MORE! 


d  on  problems  encountered  in  first  90  days  of  ownership-1985  |.D.  Power  &  Associates  New  Car  Initial  Quality  Survey 
y  with  5-speed  manual  overdrive  transmission,  ©1986  Toyota  Motor  Sales,  U.S.A.'Inc. 


'There's  just  c| 
Gleneagles.  It's  j 

walk  to  t 


THE  MOST  DISTINCTIVE  BEER  IN  THE  WORLD. 
FOUND  AT  THE  VERY  BEST  PLACES  IN  OVER  140  COUNTRIES. 


Careers 


Investment  banks  are  the  new  meccas  for 
supersharp  young  grads  who  want  to 
make  it  big,  in  a  big  hurry.  Even  if  they 
have  to  cool  their  heels  at  copying  ma- 
chines most  of  the  time. 

"I  want  to  do  what 
Carl  Icahn  does" 


By  Gary  Slntsker 


It  is  11  p.m.  and  Ann-Marie 
McGowan,  22,  an  entry-level  "an- 
alyst" in  First  Boston  Corp.'s 
merger  and  acquisition  unit,  is  wrap- 
ping up  for  the  day.  McGowan,  a  re- 
cent graduate  of  Amherst  College, 
and  another  analyst  working  late  take 
a  cab  uptown  to  their  Manhattan 


apartments.  But  they  don't  collapse 
and  prepare  for  another  long  day. 
They  change  clothes,  then  head  for 
the  Palladium  to  dance  until  it  closes. 

"They  seem  to  want  it  all  by  the 
time  they're  26,"  says  Mary  Giannini, 
executive  director  of  Columbia's  ca- 
reer services  office.  "The  apartment 
on  [New  York's]  East  Side,  the  BMW 
in  the  garage,  a  summer  house  in  the 


Hamptons.  They  don't  want  to  wait 

Investment  banking,  as  any  astu 
student  well  knows,  is  the  new  fa| 
track  to  that  material  succeg 
Though  traditionally  clubby  and 
stricted  to  insiders,  investment  ban 
ing  firms  have  recently  become  viq 
ble  and  aggressive  college  recruitej 
They  aren't  changing  their  spots,  red 
ly.  It's  that  the  wild  growth  in  finai 
cial  services  firms  has  forced  them 
bolster  their  own  staffs  by  adding 
layer  of  relatively  cheap,  smart  labo 

Roughly  a  dozen  of  these  firms — le 
by  the  likes  of  First  Boston,  Morga 
Stanley,  Salomon  Brothers,  Shearso 
Lehman  Brothers  and  Goldmai 
Sachs — have  begun  offering  liber; 
arts  undergraduates  jobs  as  entry-le^ 
el  "analysts." 

For  the  investment  banks,  the  anj 
lyst  programs  are  a  way  to  farm  on 
their  mushrooming  workload  to  an 
bitious,  if  inexperienced,  hands, 
the  analyst  programs  have  growi 
they  have  come  to  make  up  a  signif) 
cant  portion  of  the  overall  population 
of  some  firms.  Of  First  Boston's  corpi) 
rate  finance  staff  of  350,  for  examplt 
about  100  are  analysts. 

These  programs  run  two  years,  pa 
as  much  as  $50,000  per  year,  incluo 
ing  bonuses  and  perks,  and  look  grea 
on  resumes  to  business  school  admi: 


Salomon  Brothers  second-year  analyst  Ed  I  'innegan  Jr.  at  his  desk 
Living  for  lunche    :trUh  the  president. 
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jns  committees,  which  increasingly 
quire  two  years  of  work  experience 
r  an  M.B.A.  program. 
For  a  22-year-old  undergrad,  the  an- 
/st  program  is  nothing  less  than  a 
p-drawer  finishing  school.  Here's 
e  drill:  Go  to  a  good  school,  get  an 
:er  from  a  top  investment  bank,  get 
e  M.B.A.,  and  return  as  an  associate 
the  investment  bank  at  age  26  with 
compensation  package  pushing 
00,000. 

Analysts  may  work  12-hour  days 
iitinely,  but  after  they've  burned 
e  midnight  oil  in  their  wood-pan- 
;d  cubicles,  they  dine  in  fancy  res- 
jrants  on  the  American  Express 
rds  they  are  given,  and  travel  to  and 
>m  work  with  chits  for  the  firm's 
il-a-cab  service.  Cracks  one  invest- 
mt  banker:  "After  two  years,  an 
alyst  knows  what  wines  to  order  at 
iner,  has  lots  of  bonus  miles  on  his 
quent  flier  program,  and  is  pretty 
phisticated  about  both  finance  and 
w  to  live  well  in  New  York  City." 
But,  as  always,  there's  an  underside. 
>urs  are  long,  and  while  the  excite- 
;nt  is  as  intense  as  combat  on  occa- 
>n,  these  financial  noncoms  must 
al  with  stultifying  boredom  much 
the  time. 

Analysts  live  for  lunches  with  the 
;sident  of  a  client  company.  But  far 
are  common  are  assignments  like 
nning  the  Xerox  machine  all  night, 

spending  a  weekend  putting  to- 
ther  spiral-bound  books  of  docu- 
mts.  "My  first  all-nighter  came  my 
st  week,"  says  one  second-year  ana- 
it.  "By  3  a.m.  I  thought  I  would  pass 
t.  But  you  get  used  to  it." 
The  competition  for  analyst  jobs  is 
:ense.  Take  last  year's  graduates  of 
le  College— 1,250  strong.  Fully  400 
plied  for  analyst  positions  at  First 
ston  alone.  In  all,  First  Boston, 
lich  actively  recruits  at  selected 
lools  nationally,  mulled  over  4,000 
»umes  before  making  100  offers  for 

spots. 

Competing  with  investment  bank- 
l  programs  are  similar  two-year 
nts  at  leading  consulting  firms  like 
:Kinsey  and  Booz,  Allen.  On  a  sec- 
d  tier,  commercial  banks  like  Mor- 
n  Guaranty,  Citicorp  and  Irving 
ust  have  long  recruited  college  se- 
ars for  expensive  training  programs 
at  often  produce  top  managers.  Ir- 
rg's  two  vice  chairmen,  for  exam- 
are  both  training  program  alumni. 
But  the  thing  that  keeps  the  invest- 
;nt  banking  analyst  on  the  job  in 
z  middle  of  the  night  is  the  dream  of 
tting  to  watch  big  deals  get  cut  up 
)se.  Listen  to  Edward  Finnegan  Jr., 
n  of  a  Chicago  lawyer,  who  joined 
lomon  Brothers'  merger  and  acqui- 


sition department  after  getting  an  un- 
dergraduate economics  degree  from 
University  of  Pennsylvania's  Whar- 
ton School:  "You  get  out  of  school  and 
think  you  know  a  lot.  Well,  I  just 
worked  on  the  Beatrice  deal — the  big- 
gest LBO  in  history.  Here  I  am,  24 
years  old,  and  I've  been  in  meetings 
with  the  chairman  of  the  company." 

What  did  he  actually  do?  For  one 
thing,  he  made  a  presentation  describ- 
ing one  piece  of  the  deal — a  complex 
class  of  junk  preferred  stock  used  to 
finance  the  buyout — to  Beatrice's 
chief  financial  officer.  He  also  helped 
gather  information  for  the  Beatrice 
"valuation  book,"  a  document  that 
tries  to  put  a  price  on  the  company. 

 I  I.i.hIi,  i  EtlillKlT 


Rachel  Kohler  of  First  Boston 

"I  had  to  make  some  sacrifices." 


Finnegan 's  biggest  assignment, 
however,  was  in  helping  write  the  2- 
inch-thick  selling  brochure,  which 
describes  in  detail  all  the  Beatrice 
units  that  can  be  sold  later  to  repay 
some  of  the  buyout  debt. 

After  pulling  an  all-nighter  to  proof- 
read, photocopy  and  bind  the  bro- 
chure, Finnegan  hopped  a  flight  to 
Chicago  in  the  same  jeans  and  sweat- 
shirt he'd  been  wearing  all  week. 
When  he  showed  up  at  Beatrice  un- 
shaven, in  running  shoes,  looking  like 
an  unkempt  messenger  boy,  only  to 
be  introduced  as  a  member  of  Salo- 
mon's merger  and  acquisition  group, 
the  Beatrice  people  had  a  hearty 
laugh.  Says  he:  "The  demands  this 
place  makes  on  people  are  unheard 
of."  Finnegan  has  the  last  laugh,  how- 
ever. He  was  just  accepted  to  Harvard 
Business  School  this  fall. 

Rachel  Kohler  wasn't  dying  to  be  an 
investment  banker — she  just  tagged 
along  in  the  fall  of  her  senior  year  at 
Princeton  when  a  friend  went  to  see 


an  investment  banking  slide  show. 
Kohler  was  finishing  her  political 
science/East  Asian  studies  major  and 
wasn't  sure  what  she'd  do  after  gradu- 
ation. Her  father  had  offered  her  a 
position  with  the  family  business — 
Kohler  Co.,  the  bathroom  fixtures 
manufacturer  in  Kohler,  Wis.  (pop. 
2,200).  But  Rachel  wasn't  ready  to  set- 
tle into  a  small-town  midwestern  life, 
so  she  applied  and  was  accepted  as  an 
analyst  in  First  Boston's  junk  bond 
department. 

"The  idea  of  spending  two  years  in  a 
big  city  was  very,  very  attractive,"  she 
says.  "You're  with  a  group  of  people 
who  are  just  like  you,  and  it  is  a  very 
exciting  and  intellectually  stimulat- 
ing environment.  You  really  can't 
beat  it." 

Even  though  Rachel  Kohler's  back- 
ground is  in  manufacturing  (including 
stints  at  Kohler,  the  Peking  office  of 
Cummins  Engine  and  a  Hong  Kong 
trading  company),  her  job  at  First  Bos- 
ton gives  her  exposure  to  businesses 
that  even  someone  with  her  connec- 
tions and  experience  would  have  trou- 
ble finding  elsewhere. 

The  biggest  problem  with  the  job? 
"The  fact  that  you  can't  predict  your 
schedule  is  very  difficult  long  term," 
she  says.  "For  two  years  I  can  deal 
with  it.  You  have  to  prioritize  your 
life.  I  had  to  make  some  sacrifices  I 
wasn't  prepared  to  make,"  she  says, 
pausing  to  take  a  phone  call  to  con- 
vince a  Harvard  East  Asian  studies 
major  to  join  First  Boston  over  Gold- 
man, Sachs. 

Are  the  investment  bankers  ex- 
ploiting the  ambitious  overachievers 
they  attract?  Save  the  sympathy. 
These  kids  work  hard,  but  they  also 
play  hard.  Besides,  they  are  extremely 
well  paid,  and  many  get  into  the  busi- 
ness schools  of  their  choice,  which  is 
a  major  goal. 

The  stampede  of  so  much  talent 
into  investment  banking  does  worry 
some  traditionalists,  however.  "Is 
this  what  we  want  our  best  and 
brightest  doing?"  asks  an  investment 
banker.  "I  mean,  these  kids  are  not 
going  out  and  rebuilding  the  Rust 
Belt." 

But  that  won't  change  as  long  as  the 
talk  on  campus  is  Wall  Street.  Colum- 
bia's Giannini  recalls  the  senior  who 
walked  into  the  placement  office  and 
demanded  a  job  where  "I  can  do  what 
Carl  Icahn  does."  Mary  Giannini, 
who  went  to  college  in  the  1960s, 
thought  for  a  moment,  then  explained 
calmly  that  not  everyone  counts 
Icahn  as  a  role  model.  Shot  back  the 
senior  without  missing  a  beat:  "If 
management  isn't  doing  its  job,  it  de- 
serves a  hostile  takeover."  ■ 
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Faces 

Behind  the  Figures 


Edited  by  Harold  Seneker 


Building  in  Berkeley  East 


Architect/ developer  John  Portman  Jr.  ( left )  and  son  Jack 

On  the  44th  Shanghai  trip,  finding  hope  in  a  Stalinist  bathroom. 


It  takes  time  to  develop  under- 
standing and  genuine  trust,"  says 
a  very,  very  diplomatic  John  Port- 
man  Jr.  His  tone  is  admirably  states- 
manlike, considering  he's  had  to 
send  son  Jack  from  Atlanta  to  Shang- 
hai 44  times  to  pursue  a  construc- 
tion project  first  broached  there  in 
1981.  Architect/developer  Portman 
has  been  building  in  Singapore,  Hong 
Kong  and  China  since  1976 — "That's 
where  the  action  is" — without  run- 
ning into  the  kind  of  trouble  Shang- 
hai holds.  Portman  and  partners  have 
the  site  for  a  big  commercial  devel- 
opment, China's  largest,  scheduled 
to  open  in  1985.  But  now  the  open- 
ing of  the  $175  million  project — ex- 
panded to  include  2  million  square 
feet  of  office  and  residential  space,  a 
700-room  hotel,  a  sports  club — has 
slid  to  1989. 

Shanghai  has  few  of  the  foreign- 
backed  modern  developments  you  see 
in  booming  Peking  and  Canton,  woe- 
fully few,  considering  the  huge  (pop. 
12  million)  city's  importance.  Sighs 
Atlanta-based  Portman:  "They're 
very  cautious,  and  it  takes  patience." 

The  truth  is,  Shanghai  is  still  run, 
in  the  Chinese  context,  by  left-wing 
hard-liners  whom  Western  developers 
find  hard  to  placate.  Canton  is  influ- 
enced by  capitalist  Hong  Kong,  Pe- 
king by  a  central  government  ardently 
promoting  foreign  investment.  But 
Chinese  communism  was  bom  in 
Shanghai  in  1921,  when  it  was  a  bas- 


tion of  capitalism,  and  Chairman  Mao 
made  certain  to  install  loyal  believers. 
Observes  a  Western  resident  of  Shang- 
hai: "The  people  that  run  this  place 
are  running  it  on  the  basic  Stalinist 
industrial  model."  But  there's  hope: 
Portman  reports  one  of  the  aging  pre- 
war hotels  in  town  has  been  renovat- 
ed for  the  first  time  in  30  years  and 
now  even  has  marble  bathrooms. 
They  even  function.— Gary  Slutsker 


Wages  of  fame 

John  and  Maureen  Dean  havenl 
got  much  time  to  think  about  th| 
Watergate  hearings  and  trials  tha 
made  them  famous.  They're  still  to 
busy  making  money  off  the  resul 
Since  taking  up  residence  in  Beverl 
Hills  in  1974,  John  Dean  has  wnttei 
two  books  and  made  the  rounds  of  thj 
college  lecture  circuit.  (Along  thj 
way,  he  started  and  sold  a  radio  syndj 
cation  business.) 

Since  1981  the  ex- White  Housl 
counsel  has  parlayed  carefully  built 
up  contacts  as  Western  Mercantilj 
Services  Group,  an  apparently  thny 
ing  investment  services  "boutique." 

"I'm  a  gun  for  hire,"  Dean  explains 
"Mainly  I  raise  debt,  but  I  also  maki 
sure  the  right  lawyers  are  brought  ii 
and  the  right  investment  bankinj 
firm" — for  a  fee.  Business  is  "pur 
word  of  mouth,"  and  he  says  there' 
more  than  he  can  handle.  Lately  Deai 
has  been  boning  up  on  advanced  acj 
counting.  Not  for  deals,  evidently 
Now  47  and  a  little  gray  in  the  teml 
pies,  he  says  he  is  already  tiring  d 
that.  He  wants  to  buy  companies  ii 
the  $10  million-to-$50  million-salei 
range  for  himself,  preferably  "old) 
fashioned"  manufacturing  and  retau 
concerns,  "nothing  terribly  esoteric' 

As  for  Mo,  40,  her  second  book, 
novel  demurely  called  Washington 
Wires,  is  coming,  and  she  has  been 
broker  in  a  Shearson  Lehman  Brother) 
Beverly  Hills  office  since  early  1983| 
"I'm  very  pleased"  with  the  results 
says  Mo.  She  should  be.  Average  port 
folio  size  is  "several  hundred  thoui 


"Gun  for  hire"  John  and  broker  Maureen  Dean 
Happiness  is  never  having  to  make  a  cold  call. 
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Ken  Kerbs 


t  Industries'  David  Margolis 

per  sell  a  company  after  its  swan  song. 


id  dollars,"  and  she  says  her  "sever- 
hundred"  clients  include  people 
s  chairmen  of  oil  companies.  "Mo 
;  never  made  a  cold  call,"  John  says 
(rovingly. — Marc  Beauchamp 


m  to  restructure 

think  the  discipline  of  restructur- 
ing is  the  truly  enduring  contribu- 
n  of  the  conglomerate  era  of  the 
ties,"  philosophizes  Chairman  and 
ief  Executive  David  Margolis  of 
6  billion  (sales)  Colt  Industries, 
e  were  restructuring  before  they 
ented  the  word.  We  started  with  a 
tty  sick  company,  rebuilt  what  we 
nted  to  keep  and  got  out  of  nonpro- 
:tive  assets,  and  kept  doing  it." 
t  works  when  you  do  it  right.  Mar- 
is, once  a  protege  of  ITT  Chairman 
eritus  Harold  Geneen,  steadily  up- 
ded  Colt's  strong  automotive, 
ospace  and  industrial  businesses  (it 


also  still  makes  firearms).  Since  1982 
return  on  equity  in  continuing  opera- 
tions has  gone  from  17.5%  to  34.1% 
on  a  moderate  debt  load.  Margins  and 
total  profits  have  grown  handsomely. 

Part  of  his  success  was  his  ruthless 
willingness  to  take  big  writeoffs  be- 
fore that  became  fashionable  and 
easy — notably  $243.9  million  for  part 
of  Crucible  Steel  in  1982  on  book  val- 
ue lately  around  $415  million.  The 
other  part  was  smart,  patient  buying. 
"Over  the  past  20-odd  years,  Colt  has 
made  eight  or  so  acquisitions  on 
which  a  good  deal  of  its  strengths  are 
based  today,"  he  says.  "We  tracked 
Walbar,  which  we  just  acquired  for 
$205  million,  for  three  or  four  years. 
That's  how  we  do  things." 

The  best  time  to  restructure,  says 
Margolis,  is  the  toughest:  when  the 
business  sings  its  swan  song.  "I  vivid- 
ly remember  Harold  Geneen  telling 
me  how  he  tried  to  get  Jones  &  Laugh- 
lin  to  diversify  in  the  mid-Fifties 


when  he  was  their  comptroller,"  Mar- 
golis recalls.  "I  think  the  best  thing 
we  ever  did  around  here  was  to  take 
$85  million  out  of  Crucible  Steel's 
cash  flow  in  that  crazy  blowoff  year  of 
1974  and  use  it  to  buy  what  has 
turned  out  to  be  one  of  our  finest 
acquisitions:  Our  steel  company  paid 
for  itself." — Geoffrey  Smith 


Mom-and-pop  operation 

The  franchise  real  estate  brokerage 
business  has  been  set  on  its  ear  by 
comparative  upstart  Remax  Interna- 
tional, founded  in  1973  by  Dave  Lin- 
iger,  a  former  Air  Force  administrator 
who  never  graduated  from  college. 

Liniger,  now  40,  was  a  small  but 
ambitious  dabbler  in  real  estate — "By 
the  time  I  was  24,  I  owned  20  single- 
family  houses," — who  found  his  op- 
portunity in  making  a  simple  change 
in  the  rules  of  the  franchise  game. 
Agents  would  keep  100%  of  their 
commissions  and  just  pay  for  their 
share  of  overhead  expenses — includ- 
ing Liniger's  profit.  Many  of  the  best 
agents  jumped  at  the  chance  to  do  a 
lot  better  than  the  usual  50-50  split, 
while  inefficient  agents  who  feared 
they  couldn't  make  the  nut  stayed 
with  his  competition. 

In  1985  Remax  had  revenues  of  al- 
most $8  million,  on  which  Liniger 
could  readily  afford  the  lavishing  of  $  1 
million  to  decorate  the  new  Denver 
headquarters.  He  and  his  wife,  Gail, 
who  is  recovering  from  serious  inju- 
ries suffered  in  a  small-plane  crash, 
travel  the  country,  selling  franchises 
and  cheerleading  at  sales  rallies. 

Nora  Feller 


Remax'  Dave  and  Gail  Liniger 
After  1 1 ,000,  50,000  looks  easy. 
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Electronics. 

Stili  growing.  And  the  future 
belongs  to  those  who  are 
committed  to  innovation— 
to  Eaton. 


F:T«N 

Growing  into  the  future. 

Automotive  •  Electronics  •  Defense  •  Capital  Goods 


Gcorgp  Hdnrlch 


Faces 

Behind  the  Figures 


Remax  has  11,000  salesmen  in  700 
franchisee!  offices,  compared  with 
Century  21's  90,000  salespeople  and 
6,500-plus  franchises.  But  last  year 
Remax'  eager  power  hitters  earned 
$447  million  in  commissions  selling 
an  astonishing  $14.9  billion  worth  of 
real  estate,  outselling  Century's  bro- 
kers more  than  3-to-l,  per  capita. 
That  means  Remax  franchisees  ac- 
counted for  5.5%  of  the  total  value  of 
residential  properties  sold  in  the  U.S., 
third  behind  Metropolitan  Life's  Cen- 
tury 21  (11.2%),  and  Sears'  Coldwell 
Banker  (5.6%). 

What's  ahead?  "We're  aiming  to  get 
50%  of  the  top  producers  in  the  coun- 
try," boasts  Liniger.  "We  think  we 
will  get  50,000  agents  easily;  70,000  is 
possible." — Gary  Slutsker 


Uphill  racer 

Ryal  Poppa,  who  has  been  execut- 
ing the  turnaround  at  Storage 
Technology  Corp.  and  assiduously 
avoiding  the  spotlight,  has  one  thing 
in  common  with  founder  Jesse 
Aweida:  Both  are  avid  skiers. 
But  there  resemblance  ends. 

Aweida  seemed  obsessed,  like 
a  latter-day  Ahab  pursuing 
Moby  Dick,  with  turning  his 
maker  of  IBM-compatible  large- 
storage-capacity  memory  de- 
vices into  a  mini-IBM  making 
mainframe  computers.  The 
company  sank  into  Chapter  11 
in  1984.  Poppa,  52,  took  over  in 
January  1985  and  is  satisfied 
with  ordinary  whales.  He  cut 
back  to  the  basically  viable  tape 
and  disk  drive  business  so 
shrewdly  that  the  likes  of  the 
Bass  brothers  and  Drexel  Burn- 
ham  Lambert  have  been  buying 
up  creditors'  paper.  Storage  Tek 
finished  1985  with  $185  million 
in  cash  and  rising  orders. 

Poppa,  an  ex-IBM-er,  was  in 
the  computer  industry  for  years 
before  taking  on  then-troubled 
Pertec  Corp.,  a  Los  Angeles- 
based  tape  and  disk  drive  com- 
pany, in  1973.  He  turned  it 
around,  spread  a  generous  gold- 
en parachute  and  sold  Pertec  in 
1979.  Next  he  turned  BMC  In- 
dustries Inc.,  an  $88  million 
(sales)  Minneapolis-based  eye- 


Storage  Technology  's  Ryal  Poppa 
Satisfied  with  ordinary  whales. 

glassmaker,  into  a  $300  million  high- 
tech operation  in  three  years. 

So  far  at  Storage  Technology  he  has 
cut  the  work  force  33%,  encouraged 
the  survivors  and  reassured  such  big 
buyers  of  mass  storage  as  Aetna,  Arco, 
large  banks  and  airlines  by  feeding 
money  to  the  service  side.  Storage 
Technology's  installed  base  still 
shrank  16%,  but  it  remains  a  strong 
number  two  in  its  key  market  to 
Japan's  Hitachi. 

Where  does  Poppa  go  from  here? 
Rumors  of  takeover  fly.  One  asso- 
ciate, who  dismisses  that  idea,  argues: 


"He  doesn't  need  the  money  anymoj 
and  he  likes  the  challenge"  of  makin 
Storage  Technology  grow.  Others  rij 
member  Pertec.  "Ryal  got  out  whej 
Pertec  ran  out  of  operating  strength, 
warns  one.  "But  he  made  sure  he  wjj 
taken  care  of  first."  Poppa  himse) 
isn't  talking. — Kathleen  K.  Wiegner 


I 


Nomura  Securities'  Sumiko  I  to 
Putting  the  money  into  noodles  and  omelets 


Playwright 

wanted  to  build  a  career  on  til 
stage,"  says  Sumiko  Ito,  that  ral 
thing,  a  Japanese  woman  executive-j 
she  is  a  New  York  vice  president  fq 
giant  broker  Nomura  Securities.  In 
vestment  banking  is  similar  to  tbj 
stage,  Ito  says:  "You  write  a  ston 
you'd  like  to  see  and  think  about  faci] 
ities  and  realities,  and  you  bring  peq 
pie  together  on  the  stage  and  let  then, 
perform."  Her  current  script — West 
brings  seed  money  to  East — has  bee< 
produced,  but  is  running  into  perfoij 
mance  problems. 

Ito,  34,  put  together  $36.2  millioi 
Japan/America  Venture  Partners.  It' 
the  first  venture  capital  fund  aimed  a 
American  institutions  that  want  t< 
invest  in  Japanese  startups.  (Europeaj 
and  Asian  institutions  have  use! 
eight  other  venture  capital  fundi 
sponsored  and  run  by  Nomura  foj 
three  years.) 

Nomura  has  had  at  least  one  bit 
performer,  Sodick  Co.,  Ltd.  In  198/ 
one  fund  invested  $4.3  millioi 
at  $1.70  per  share  in  the  precii 
sion  machinery  manufacturing 
company.  A  year  later  the  fun« 
invested  another  $4.2  million  a 
$1.96.  It  went  public  on  the  Tq 
kyo  Stock  Exchange  in  FebruarJ 
at  $5.55  per  share  and  recently 
traded  at  $10.97. 

However,  American  investor 
are  unlikely  to  see  any  high) 
tech  success  stories  for  a  while 
Japanese  technology  has  lately 
had  much  the  same  experience 
as  its  American  counterpart — ; 
glut  of  companies  and  a  da 
pressed  marketplace.  As  a  rej 
suit,  American  investors  in  tht 
fund  now  hold  stakes  in  suclj 
low-tech  ventures  as  a  chain  ol 
noodle  restaurants  and  a  compai 
ny  that  has  streamlined  produc 
tion  for  tamagoyaki,  a  Japanese 
omelet.  Plans  for  more  U.S.  vert 
ture  funds  are  on  hold,  awaitinf 
Act  II:  "We're  not  going  to  dc 
anything  else  until  this  one  is 
fully  invested,"  says  Ito.  "We 
don't  want  to  have  too  much 
money  chasing  too  few  good 
businesses." — Lisa  Gubernick 
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Moving  in  the  Same  Direction 


Lucky-Goldstar  is  a  group  of  23 
orean  companies  involved  in  chemistry, 
ectronics,  finance,  and  trade.  By  com- 
ining  the  best  of  East  and  West,  we 
uilt  a  U$10-billion  enterprise  around  a 
am  of  70,000  talented  individuals. 

But  our  achievements  aren't  ours 
one. 


isiness  fields  of  Lucky-Goldstar  companies: 


Successful  partnerships  with  com- 
panies like  AT&T,  Hitachi,  Siemens,  and 
Caltex;  and  overseas  subsidiaries  like 
Goldstar  of  America  in  Huntsville,  Ala- 
bama are  doing  a  lot  to  stimulate  mu- 
tual growth,  while  promoting  economic 
development  and  free  market  systems  in 
countries  around  the  world. 


At  home,  we're  known  as  the 
quality  choice.  Abroad,  as  a  good 
neighbor  and  reliable  business  partner. 

Take  time  to  get  to  know  us  bet- 
ter. Contact  the  Overseas  Planning 
Dept. ,  Lucky-Goldstar  Int  '1  Corp. , 
CPOBox  1899,  Seoul,  Korea. 
Phone  (02)  777-8097,  Telex  K27266 IGINTL. 

13  LUCKY  GOLDSTAR 


>emistryd  Lucky,  Ltd.  □  Lucky  Advanced  Materials  Electrics,  Electronics  &  Communications  J  Goldstar  Co  Ltd  □  Goldstar  Cable  ^Goldstar  Telecommunication  Goldstar  Electric  Goldstar 
>trument  &  Electric  DGoldstar  Precision  DShmyeong  Electric  J  Goldstar  Semiconductor  J  Goldstar-Alps  Electronics  JGoldstar-Honeywell  Energy  and  Resources  Honam  Oil  Retmery  Korea 
ning  &  Smelting  Construction  and  Engineering '_  Lucky  Development [.] Lucky  Engineering  Financial  Services  Lucky  Securities □  Pan  Korea  Insurance  L' Goldstar  Investment  &  Finance  IPusan 
vestment  &  Finance  Trade  and  Distribution  □Lucky-Goldstar  International  LjHee  Sung  Public  Serviced  The  Yonam  Foundation  ;:TheYonam  Educational  Institute  Sports  Lucky-Goldstar  Sport - 


AT&T  INTERNATIONAL  LONG  DISTANCE  SERVICE 


The  London 


closed  up  a  few 
points.  I  think 
your  company 
should  buy  a  few 
thousand  shares" 


— ~  «  WL  J 

"Thanks a  million" 

Imagine  if  they'd  waited  to  send  a  telex 
instead  of  having  an  edge  on  what's  qoinq 
on,  they  might  have  missed  out. 

For  up-to-the-minute  business  informa- 
ron,  there  s  nothing  like  AT&T  International 
Long  Distance  Service.  Because  the  tele- 
phone lets  you  share  ideas  in  a  way  that 
would  be  impossible  by  telex. 

AT&T  provides  many  other  international 
services  and  applications  that  treat  you  like 
the  unique  businessperson  you  are.  To  find 
out  how  these  services  can  help  pick  up 
your  international  business,  pick  up  the 
phone  and  call  your  Account  Executive  at 
A  l  &  r  Communications. 

Or  call  an  AT&T  Sales  Specialist  toll  free 
at  1  800  222-0400  ext.  512. 


AT&T 

The  right  choice. 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


e  Dow  stocks  look  cheap,  superficially.  The  Dow's  30 
les  are  selling  at  13.8  times  latest  12-month  earnings, 
it  multiple  compares  with  16.9  for  the  Wilshire  index 
i,700  stocks.  Does  this  mean  Dow  stocks  are  cheap? 
Jot  necessarily.  The  30  industrials  may  have  poorer 
wth  prospects  than  secondary  issues.  The  DJIA  in- 
des  three  depressed  oil  stocks  (Chevron,  Exxon  and 
islco)  and  GM,  all  selling  at  no  more  than  9  times 
nings. 


The  Dow,  moreover,  has  already  raced  ahead  of  the 
market  as  a  whole,  having  risen  45%  in  the  last  52  weeks, 
vs.  33%  for  Wilshire.  Among  the  hottest  Dow  stocks: 
Wool  worth,  up  87%,  where  earnings  are  rebounding  since 
a  1982  restructuring,  and  Westinghouse,  up  81%,  which  is 
going  to  make  a  fat  profit  on  the  sale  of  its  cable  business. 

Over  the  past  year  the  NYSE  index  was  up  32%  and  the 
Nasdaq,  34% .  The  standout  laggard  was  the  Amex  index, 
up  only  18%. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Wilshire 

Forbes 

Dow  (ones 

NYSE 

Amex  Market 

NASDAQ 

tcent  change 

5000 

5002 

industrials 

Composite 

Value  Index 

Composite 

last  4  weeks 

5.2 

5.2 

6.3 

5.5 

5.5 

4.3 

last  52  weeks 

32.7 

34.8 

44.5 

32.4 

18.3 

34.2 

Stock  performance  based  on  six  key  investor  yardsticks 


rcent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

last  4  weeks 

5.5 

5.9 

6.9 

4.3 

4.2 

7.2 

4.5 

7.8 

5.4 

5.9 

6.0 

8.9 

last  52  weeks 

36.4 

37.2 

59.1 

35.2 

27.9 

45.8 

31.0 

43.4 

48.9 

42.4 

47.2 

22.3 

shire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created. 
:d  on  sales. 

ock's  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
uantitativc  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


e:  All  data  for  periods  ending  3/28/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Yen  at  work.  Leading  the  consumer  durables  sector  for  the 
last  two  weeks  are  Chrysler,  Subaru  of  America  (an  im- 
porter of  Japanese  autos),  Ford  and  General  Motors,  with 
gains  ranging  from  10%  to  18%.  The  performance  of  the 
automotive  issues  pushed  the  consumer  durables  group 
up  6.4%  in  the  last  ten  trading  days.  Quite  a  surprise, 
considering  what's  happening  on  car  lots.  Chrysler,  Ford 


and  General  Motors  all  reported  sharp  declines  in  sales  f 
the  latest  two  weeks.  Unsold  inventories  of  AmericJ 
autos  are  at  nearly  2  million  units,  a  near-record  amoui 
Sales  incentives  are  losing  their  effectiveness.  Why  h 
Wall  Street  ignored  these  signs?  Investors  are  gamblii 
that  U.S.  manufacturers  will  profit  handsomely  as  tl 
stronger  yen  makes  Japanese  brands  more  expensive. 


Percent  change  in  last  52  weeks  "C^-O-  Percent  change  in  last  two  weeks 
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What  The  Analysts  Think 


Today  and  tomorrow.  The  Forbes  Sales  500  are  selling  at 
16.1  times  latest  12-month  earnings,  slightly  under  the 
Wilshire  multiple  of  16.9  for  the  overall  market.  But 


sharply  higher  1987  earnings  are  expected  by  Wall  Stree 
analysts.  The  500  stocks  are  priced  at  only  10.6  times  th 
1987  earnings  forecast  by  analysts. 


Forecasting  the  Forbes  500 

Performance 
period 

Average 
earnings  per 
share 

P/E 

latest  12  months 

$3.02 

16.1 

1986  estimates 

4.02 

12.1 

1987  estimates 

4.63 

10.6 

Earnings  projections  arc  c: 
Estimate  System  (IBES),  a 

serviee  of  Lynch,  Ji 

nes  &  Ry; 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estirofl 
in  2  weeks     in  4  wedkf 

l 

Consumer  durables 

$4.37 

9.7 

4.11  % 

5.59% 

2 

Finance 

3.83 

11.1 

-0.07 

0.04 

3 

Capital  goods 

2.78 

14.5 

-0.21 

-1.32 

4 

Raw  materials 

2.20 

14.9 

-0.55 

-1.18 

5 

Utilities 

3.34 

9.4 

-0.57 

-0.59 

6 

Technology- 

2.82 

14.1 

-1.19 

-1.60 

7 

Transportation 

2.53 

12.6 

-1.55 

-2.17 

8 

Consumer  nondurables 

2.46 

15.7 

-1.77 

-1.67 

9 

Energy 

2.92 

9.8 

-7.82 

-12.87 

estimates  Irom  over  2,000  security  analysts  Data  are  compiled  and  updated  continuously  by  the  Institutional  Broke 

a  New  York-bascJ  brokerage  firm 

Note:  All  data  lor  periods  ending  .V28.S.S  Prepared  hv  WiMure  Associates.  Santa  Monica  Calif    IBES.  a  service  of  Lvnch  lone-.  N  Rsan  New  York 
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ression-weary  older  Americans  worried 
living  their  retirement  years  in  poverty, 
Security  was  an  offer  of  hope. 
I  for  the  most  part,  Social  Security  has 
■ed  on  that  promise  for  fifty7  years, 
t  today,  the  ranks  of  older  Americans  are 
ig  like  never  before.  By  the  year  2030, 
lion  people  will  be  age  65  or  older.  And 
ire  wondering  if  programs  like  Social 
ty  will  be  enough  to  meet  the  future 
and  financial  needs  of  this  rapidly 
iing  group. 

arly  new  ideas  are  needed  to  help 
ment  programs  like  Social  Security, 
ire  and  Medicaid. 


At  NWNL  Group,  we're  working  on  a  solu- 
tion. It's  a  program  called  LifeScope""  It's 
designed  to  provide  health  and  financial 
security  for  a  person's  working  and  retirement 
years  by  sharing  financial  responsibility'  among 
participating  individuals,  employers  and  health 
care  providers. 

LifeScope5"  will  be  implemented  through 
traditional  employee  benefit  channels.  But  its 
comprehensive  approach  to  retirement  care  is 
unequalled  in  the  history  of  employee  benefits. 

Obviously  for  an  idea  of  this  magnitude  to 
succeed,  it  will  require  the  help  of  govern- 
ment legislation,  the  participation  of  health 
care  providers  and  the  support  of  business  in 


making  LifeScopeSM available  to  employees. 

NWNL  Group  invites  each  of  these  institu- 
tions to  join  us  in  shaping  our  plan.  Contact 
Ginny  Patrick,  NWNL  Group.  Box  20,  Minne- 
apolis, MN  55440  or  call  612-372-5784  for  a 
detailed  report  on  the  problem  and  how  we 
can  solve  it  together. 

Quite  obviously,  our  task  is  enormous. 
But  so  is  the  need. 

THE  D\STER  THINGS  CHANGE, 
THE  MORE  YOUNEED  NWNL: 

mi  NWNL  GROUP 


A  division  of  Northwestern  National  Life  Insurance  Company  Minneapolis.  MN  (no!  admitted  in  the  State  of  New  York)  The  North  Atlantic  Life  Insurance  Company  of  America,  Jencho.  NY  (A  member  of  the  NWNL  Companies) 


The  Money  Men 


Investing  overseas  is  really  catching  on. 
Look  who's  the  latest  to  take  the  plunge. 


"The  world 
has  changed" 


By  Richard  Phalon 


T|  he  stock  market  is  fast  be- 
coming internationalized,  but 
you  wouldn't  know  it  from  look- 
ing at  most  state  government  pension 
funds.  A  Greenwich  Research  Asso- 
ciates survey  of  76  state  pension  funds 
in  most  of  the  50  states  puts  their 
aggregate  foreign  holdings  at 
0.2%  of  assets.  Many  corpora- 
tions have  been  not  much  more 
aggressive. 

"We're  still  dealing  with  a  very 
small  universe  of  global  players," 
says  Kees  Schager,  director  of  in- 
ternational research  for  Merrill 
Lynch.  "Portfolio  managers  can 
find  a  hundred  reasons  not  to  in- 
vest overseas — no  SEC,  no  disclo- 
sure, markets  where  it  is  easy  for 
the  locals  to  outsmart  you." 

Tennessee's  state  treasurer 
Harlan  Matthews  and  chief  in- 
vestment officer  Dewey  Collins 
could  have  drifted  with  the  rest  of 
the  crowd,  but  they  didn't.  Last 
month  they  won  permission  from 
the  state  legislature  to  put  an  un- 
usually large  11%  of  state  pen- 
sion fund  assets  in  foreign  stocks. 

What  made  them  so  venture- 
some? Collins,  49,  spent  ten 
years  as  an  economic  analyst 
with  the  CIA  and  another  ten 
years  managing  investments  for 
Commerce  Union  Bank  in  Nash- 
ville before  joining  the  state  in 
1982.  He  and  his  boss,  who  is  59, 
share  a  world  view.  "The  world 
has  changed,"  says  Collins.  "If 
you're  looking  to  invest  in  the 
best  steel  company,  it  might  not 
be  in  the  U.S.  anymore." 
A  cautiously  nurtured  perfor- 


mance record  didn't  hurt.  Matthews 
and  Collins  began  putting  modest  bits 
of  the  $5  billion  fund  into  export- 
oriented  Japanese  stocks.  By  late  1984 
they  were  bumping  against  a  ceiling 
that  limited  the  fund's  offshore  hold- 
ings to  1%  of  assets.  Last  year,  when 
foreign  markets  took  off,  that  hurt. 


Pension  managers  Matthews  and  Collins 
Breaking  new  ground  overseas. 


The  fund's  performance,  inclu< 
bonds  and  cash,  has  averaged  14i 
over  the  last  five  years.  That  c 
pares  with  a  13.3%  median  total  f 
performance  for  balanced  funds, 
cording  to  SEI  Corp. 

"We  felt  relatively  constrict^ 
says  Matthews,  with  the  soft  un 
statement  of  a  onetime  budget  ex 
iner  who  has  seen  a  lot  of  highly  v« 
legislators  come  and  go  in  the  35  y 
he  has  spent  on  the  financial  sid 
the  Nashville  capitol. 

The  first  move  into  Japanese  stol 
went  down  easily  enough  in  a  si 
that  has  worked  hard  to  attract  w 
Matthews  estimates  is  10%  of 
Japanese  plant  investment  in  the  X 
Tennessee  now  has  such  employer 
Nissan  Motor,  Sharp  Manufactu 
Co.  of  America  and  Toshiba. 

Matthews  and  Collins,  thou 
weren't  playing  the  developm 
game  so  much  as  learning  how 
build  diversification  into  their  f; 
growing  fund.  "We  wanted  to  get 
feet  wet  because  we  felt  that  tak 
the  most  conservative  path  and  avq 
ing  foreign  common  stocks  mij 
mean  we  were  shortchanging  our: 
ves,"  says  Collins.  Tokyo,  despite 
the  booby  traps — manipulative  plo 
political  stocks,  stocks  "of 
week,"  stocks  with  a  story — 
a  good  place  to  start. 

Early  moves  into  Matsushii 
Honda  and  Kawasaki  Steel 
brought  good  profits,  but  th 
were  some  losses  along  the  w 
too,  notably  in  Canon  and 
jitsu.  Looking  ahead  to  a  turn 
the  yen-dollar  balance  and  tl 
kind  of  pressure  that  is  now  H 
ginning  to  show  on  profit 
gins,  Collins  began  to  move  a 
of  export-oriented  issues.  Some 
the  profits  were  rotated  into  d 
mestic  plays  like  Kirin  Brewet 
and  Mitsubishi  Estate  Co.,  a  m 
jor  factor  in  housing  and  offi< 
rental  markets.  The  fund  is  out 
the   Mitsubishi   land  compari 
with  a  profit  of  about  16%. 

Looking  back,  Collins  thinl 
the  Mitsubishi  sale  was  a  bit  pn 
mature.  He  makes  the  same  crit! 
cism  of  the  profits  of  two  earl 
forays  into  the  London  marke 
British  Tobacco  and  Cadbiu 
Schweppes.  "I  guess  it's  all  parte 
the  learning  process,"  he  says,  i 
Nobody  ever  went  broke  takin 
profits,  of  course.  Turnover  ol 
the  foreign  side  of  the  portfolio! 
about  2Vi  times  the  domestic,  bii 
Matthews  and  Collins  can  be  ej 
cused  for  occasionally  being  a  bi 
quick  on  the  trigger.  Breakin 
new  ground  with  headline-hunt 
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1owZIP+4codes 
made  this  man 


Firestone. 

©USPS  1985 


aving  $75,000 
a  year  in  mailing  costs 
rielped  Duane  Long 
steer  Firestone  on  the  road 
\o  greater  profits.  Mr.  Long, 
}f  Management  Information  Ser- 
vices, gives  much  of  the  credit  to 
IIP+4®  codes,  the  Postal  Service's 
-omputerizea  sorting  system  for 
=irst-Class  Mail? 

"Each  year/'  says  Mr.  Long, 
'we  mail  over  15  million  customer 
sills  that  must  be  paid  within  a 
:ertain  time  period.  By  using 
IIP+4  codes,  we  insure  that  our 
Dills  sent  First-Class  Mail  reach 
>ur  customers  as  quickly  as 
possible.  And  that  means  better 
:ash  flow. 

"The  changeover  was  surpris- 
ngly  easy.  Our  start-up  costs 
vere  recovered  in  only  6  months. 
What's  more,  by  adding  ZIP+4 
:odes  we  identified  duplicate  and 
ncorrect  addresses,  thus  enabling 
js  to  clean  our  mailing  lists." 

To  find  out  how  ZIP+4  codes 
:an  address  the  specific  needs  of 
four  business,  send  in  the  cou- 
3on.  For  immediate  assistance,  or 
he  number  of  your  customer 
service  representative,  call 
1-800-842-9000,  ext.  240. 
Zall  or  write  today.  It  ^Sj\ 
:ould  make  you  a  big  Jr' 
vheel  in  your  company.  L^8^ 

HELPING  YOU 
HELP  YOUR  BUSINESS. 


Please  check  your  line  of  business: 

□  Insurance,  U  Banking,  □  Manufacturing, 

□  Securities,  □  Utilities,  □  Education, 

□  Retail,  □  Government,  □  Publishing, 

□  Service  Company,  □  Other 


And  check  your  yearly  First-Class  Mail 
volume:  □  Up  to  10,000,  □  10.001-50,000, 

□  50,001-100,000,  □  100,001-1,000,000, 

□  1,000,000  + 

US  POSTAL  SERVICE 
PO  BOX  2999 

WASHINGTON  DC  20013-2999 

Name  


Title. 


.Company. 


Address. 
Gty  


State. 

1C66 


.ZIP. 


ing  legislators  monitoring  every  turn 
of  the  plow  is  not  exactly  a  money 
man's  dream. 

"We've  been  walking  softly  because 
we  had  to  show  the  legislature  that 
we're  really  a  world  economy,  not  a 
local  one,"  says  Matthews.  The  payoff 
was  in  the  bill,  recently  signed  by  the 
governor,  that  sailed  through  both 


houses.  Effective  July  1,  it  permits  the 
fund  to  deploy  its  foreign  assets  in  the 
U.K.,  Canada,  France,  Switzerland, 
West  Germany,  the  Netherlands,  Ja- 
pan and  Australia.  "We  t  specified 
them  because  we  didn't  want  the  leg- 
islators to  think  we  might  be  off  to 
Nicaragua,"  chuckles  Matthews. 
Collins  would  like  to  see  perhaps  as 


much  as  5%  of  the  fund's  monl 
abroad  by  the  summer  of  next  ye) 
partly  because  he  thinks  the  U.S.  m, 
ket,  "while  still  the  place  to  be  rigi 
now,  is  very  close  to  a  period  of  cq 
sohdation."  The  fund  is  about  9% 
cash,  so  that  it  will  be  able  to  venti. 
overseas  even  without  liquidating  a: 
of  its  U.S.  stocks.  ■ 


The  Money  Men 


Bailout  bankers  Anthony  Gumbiner  and 
Brian  Troup  have  developed  a  therapy  for 
sick  companies;  its  effective  but  not  gentle. 

Vulture 
capitalists 


By  Mark  Clifford 


WE  FOLLOW  DISASTER,"  Says 
Anthony  Gumbiner,  chair- 
man of  Hallwood  Group. 
There's  plenty  of  that  these  days,  and 
Hallwood,  a  curious  $1 13  million  (as- 
sets] mixture  of  real  estate  manage- 
ment and  investment  banking,  knows 
how  to  capitalize  on  it.  It  talks  its  way 
into  financially  troubled  companies 
like  Saxon  Oil  and  Brock 
Hotel  and  takes  a  fee  for 
fending  off  creditors  and 
restructuring  the  balance 
sheet.  Hallwood's  latest 
business  fits  right  in:  It 
plans  to  go  to  utilities 
stuck  with  overpriced  nu- 
clear plants  and  show 
them  how  to  raise  money. 

Gumbiner,  a  41 -year- 
old  Englishman,  and  Brian 
Troup,  a  39-year-old 
Scotsman,  started  togeth- 
er a  decade  ago  in  London, 
buying  into  and  liquidat- 
ing small,  closely  held 
concerns  that  happened  to 
be  sitting  on  valuable  real 
estate.  This  was  not  ex- 
actly a  gentlemanly  affair. 
"It's  the  kind  of  business 
where  you  start  a  takeover 


at  6  o'clock  on  Christmas  Eve  and 
hope  that  the  other  side  can't  defend 
itself  quickly  enough,"  says  Gum- 
biner. In  Gumbiner's  wallet  is  a  pic- 
ture of  a  sailboat,  named  First  Pennsyl- 
vania after  the  hapless  REIT  that  was 
one  of  the  first  U.S.  targets  to  catch 
his  opportunistic  eye.  The  sailboat  is 
beached  on  a  sandbar  and  the  tide  is 
on  the  way  out.  "That's  what  the 
company  looked  like  when  we  came 


Chairman  Anthony  Gumbiner  of  Hallwood 
Cosmopolitan  asset- stripper. 


in,"  chuckles  Gumbiner,  the  son  o] 
clothier  and  actor.  The  company's  fc 
mer  managers,  he  says,  were  le 
amused  by  the  analogy.  Gumbm 
and  Troup  threw  them  out,  merg 
the  company  with  another  REI 
Umet  Inc.,  and  called  the  combin 
tion  Hallwood. 

Gumbiner  and  Troup  aren't  tl 
kind  to  wrap  their  depredations  in 
cloak  of  pious  rationalization.  "V 
made  our  start  by  straight  asset-stri 
ping  of  the  most  blatant  form,"  r 
members  Troup,  who  is  not  an  offic 
of  Hallwood  but  works  for  it  throuj 
an  outside  consulting  company.  " 
lot  of  the  companies  were  old  comp 
nies  run  by  old  people.  They  had 
rough  time  fighting  us  off."  The  on: 
thing  that  has  changed,  he  says, 
this:  "We're  still  stripping  assets  to 
certain  extent.  But  if  a  company 
going  into  bankruptcy,  people  a 
more  reluctant  to  criticize." 

The  web  of  Gumbiner's  and  Hal 
wood's  holding  companies,  subsidia 
ies  and  financing  sources  includi 
outfits  in  Switzerland,  the  U.K.,  Lu 
embourg,  Liechtenstein  and  tl 
Netherlands.  Hallwood,  for  exampl 
has  raised  $10  million  so  far  this  ye 
for  a  Swiss  mutual  fund  that  will  a 
sist  it  by  making  inves 
ments  in  Hallwood's  cl 
ents,  and  it  just  plunkt 
down  $2.3  million  towa: 
purchase  of  a  small  Dutc 
investment  banker,  I: 
singer  Willems  &  C 
N.V. 

Gumbiner  flits  betwec 
his  French  wife  at  hon 
in  Monaco,  his  speedbo 
in  St.  Tropez,  his  financi 
backers  in  Zurich  ar 
London  and  his  quarry 
the  States.  Troup,  tl 
numbers  man,  divides  h 
time  between  a  home  : 
the  Highlands  of  Scotlar 
and  an  office  in  London. 

Troup  tracks  400  asse 
rich  companies  sinkii 
under  the  weight  of  hea\ 
debt     and  mismanag 
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RYDER  THINKS 
TRUCK  MAINTENANCE 
IS  NONE  OF  YOUR 
BUSINESS. 


PC 
"  :'/ 


if*  > 


Own  your  trucks  and 
)u'll  depend  on  a  local  garage1 
■  dealership  for  service.  You 
orit  be  able  to  predict  costs, 
)wntime,  and  your  delivery 
hedules  may  suffer. 

Own  your  own  shop  and 
/  the  time  you've  finished  man- 
ning, staffing  and  equipping  it, 
)u're  in  the  trucking  business, 
hich  isn't  necessarily  where 
>u  want  to  be. 

That's  why  you  should  rely 
i  Ryder. 

Because  we  offer  two  ways 
>  help.  Ryder  Programmed 
laintenance  for  those  who 
loose  to  own  or  finance-lease 
teir  fleet.  Or  Ryder  Mainte- 
ance  as  part  of  a  Full-Service 
sase.  Either  way,  we  handle 
/erything  involved  in  keeping 
)ur  vehicles  on  the  road. 


You  get  fuel  at  below 
retail,  oil,  lubricants,  parts  and 
24-hour  service.  We  even  extend 
our  liability  insurance  coverage 
to  lease  customers  and  provide 
substitute  vehicles  to  help  keep 
all  your  deliveries  on  time.  And 
to  top  it  off,  your  trucks  are 
maintained  by  the  best  person- 
nel in  the  industry:  Ryder  Cer- 
tified Mechanics. 

So  whether  your  operation 
is  large  or  small,  whether  you 
want  us  to  handle  your  trans- 
portation operation  completely 
or  just  your  maintenance,  Ryder 
can  help. 

Call  Ryder  today  at  1-800- 
446-5511.  Because  Ryder  thinks 
truck  maintenance  is  none  of 
your  business.  It's  ours. 

£  RYDER.  THE  RIGHT  MOVE. 

A  Ryder  System  Company 

©Ryde." Truck  Rental  Inc ,  1986 


ment.  When  financial  ratios  deterio- 
rate enough,  Hallwood  moves  in. 
First,  Hallwood  woos  the  target  com- 
pany's directors  with  a  restructuring 
plan  that  will  restore  the  company  to 
health — and  give  Hallwood  control. 
Hallwood  bludgeons  creditors  into 
settling  debts  cheaply,  typically  for  50 
cents  on  the  dollar,  by  threatening  to 
go  into  bankruptcy  otherwise. 

Then  Hallwood  raises  cash  to  pay 
off  the  debt  by  selling  deeply  dis- 
counted shares  in  the  new  company. 
Existing  shareholders  get  first  crack  at 
the  shares,  but  usually  they  have  giv- 
en up  on  these  tattered  companies. 
Most  of  the  new  stock  winds  up  in  the 
hands  of  an  old-boy  network  of  pri- 
marily European  institutional  hold- 
ers. Hallwood  usually  takes  10%  of 
the  shares  for  its  trouble. 

By  the  time  all  the  prospectuses 
have  settled,  Hallwood  and  its  allies 
have  typically  paid  less  than  half  book 
value  for  controlling  shares  in  the  re- 
structured company,  which  now  has 
little  debt  and  positive  net  worth.  Pre- 
vious shareholders  don't  end  up  with 
much,  but  their  hopes  weren't  very 
high  anyhow. 

Hallwood's  latest  rescue  is  Brock 
Hotel  Corp.,  a  big  operator  of  Holiday 
Inns  that  branched  disastrously  into 
pizza/entertainment  parlors.  Brock 
ended  fiscal  1985  with  an  estimated 


loss  of  $70  million  and  negative  net 
worth  of  around  $60  million.  Hall- 
wood is  twisting  creditors'  arms  to  get 
'  them  to  take  $35  million  in  cash  plus 
some  stock  as  payment  for  $137  mil- 
lion in  debt.  Hallwood  will  get  10%  of 
Brock's  stock. 

The  complexity  of  these  deals 
makes  it  impossible  to  do  more  than 
one  or  two  a  year.  For  example,  the 
Brock  disclosure  statement  is  400 
pages  long,  and  $1  million  in  legal 


"We  still  are  asset- 
stripping,"  says  Troup.  "But 
if  a  company  is  going  into 
bankruptcy ,  people  are  more 
reluctant  to  criticize." 


fees — paid  by  Brock — went  into  the 
project. 

"People  complain  that  we're  doing 
deals,  not  running  a  company,"  says 
Gumbiner.  Gumbiner  wants  to 
change  that  with  a  steadier  stream  of 
fee  income.  One  merchant  banking 
gimmick  is  imported  straight  from 
London:  so-called  rights  offerings.  In 
this  tactic,  existing  shareholders  are 
dragooned  into  contributing  more 
capital  by  being  given  the  right  to  buy 
additional  stock  at  less  than  market 
price.  Those  who  decline,  of  course, 


see  their  holdings  fall  in  value  frql 
the  dilutive  effect  of  new,  chell 
shares.  In  February  Hallwood  usedjl 
rights  deal  to  raise  $8.2  million  t 
Radiation  Technology. 

How  do  shareholders  fare?  Probabl 
not  as  well  as  the  pair  that  run  tl 
company.  Hallwood  stock,  at  a  rece 
1 8  t,  is  right  where  the  correspond^ 
amount  of  stock  in  the  First  Penns^j 
vania  REIT  was  six  years  ago,  whJ 
Gumbiner-Troup  moved  in.  The  o 
REIT  wasn't  paying  dividends,  hoi 
ever;  Gumbiner  instituted  a  $  1 . 1 2  a] 
nual  payout  four  years  ago.  Hallwoo 
earned  $6.2  million,  or  $1.40  a  shai 
on  revenues  of  $22.1  million  in  fiscj 
1985,  up  from  a  $3.1  million  loss  fj 
First  Pennsylvania  in  1980. 

What  about  shares  in  the  targ 
companies?  Hallwood's  biggest  su| 
cess  has  been  Anglo  Metropolis 
Holdings,  a  battered  English  REI1 
Those  who  bought  the  25-pence  sto<| 
Hallwood  floated  to  finance  the  r 
structuring  saw  their  holdings  bougl 
out  in  1983  at  90  pence.  The  on] 
loser  so  far  is  Saxon  Oil,  an  oil  and  g\ 
company  in  Dallas.  Its  shares,  offerd 
at  80  cents  in  the  restructuring,  a 
now  worth  44  cents. 

When  these  Europeans  invade,  ta 
get  companies  can  expect  a  lit! 
rough  handling.  But  usually  they  a 
the  better  for  it.  ■ 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

March  10,  1986 

2,100,000  Shares 

earn  E*ir 

Common  Stock 

($.01  Par  Value) 


Price  $26,375  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
several  Underwriters  as  may  lawfully  offer  these  securities  in  such  State. 

Wertheim  &  Co.,  Inc. 

Bear,  Stearns  &  Co.  Inc. 

Salomon  Brothers  Inc 
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Your  lakeland 
paradise 

from  Forbes 


These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

'Prices  subject  to  change  without  notice. 

Forbes  Lake  of  the  Ozarks 

Box  157,  Warsaw,  MO  65355  * 
Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 

Name  


)wn  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
ntral  Missouri.  Right  in  the  heartland  of  America, 
from  cities,  noise,  pollution  and  the  rat-race  of  the 
day  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
12,800  acres  of  scenic  paradise.  Not  for  everybody, 
aybe  for  you. 

:  Ozarks  region,  which  dominates  most  of  southern 
jri,  has  long  been  lost  in  the  legends  of  the  Osage 
is.  Now  that  the  magnificent  Truman  Lake  has  been 
eted,  it's  merely  a  matter  of  time  before  the  beauty  of 
>ectacular  recreational  area  attracts  vacationers  and 
s  from  every  corner  of  the  continent, 
ours  is  a  family  of  water-sports  lovers — swimming, 
ig,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
t  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
headwaters  of  the  big  Lake.  Here  it  almost  kisses 
in  Lake  on  the  west,  then  winds  eastward  through 
;  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
f  the  summer  resort  area  at  Bagnell  Dam. 
bes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
liary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
tunity  of  a  lifetime  for  you  to  acquire  one  or  more 
:>f  our  choice  Missouri  lakeland  among  the  breathtak- 
lills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 
bes'  private  park  is  the  ideal  place  to  build  a  second 
.  .  .  that  special  place  where  you  may  now  or  one 
loose  to  retire.  Here  among  the  friendly,  down-home 
vho  have  made  Missouri  famous  for  its  hospitality. 

i  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housing 
ity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
he  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
iches  Inc.,  NYA85  21 1 


Address 


City/State/Zip 
Telephone 


00| 


or  phone  816/438-2801 


"For  the  first  time 
I  have  time." 


"T 

1  have  time  to  take  care  of 
myself.  Time  to  care  for  others. 
Right  now  is  the  most  worth- 
while period  of  my  life."  Mature 
America  has  never  felt  belter. 
About  themselves,  their 
contributions  to  society  their 
opportunities  for  personal 
growth.  They  expect  more  out  of 
life,  and  they're  out  getting  it.  For 


twenty-six  million  mature 
Americans  beginning  a  new 
lifetime,  the  authority  on  what, 
where  and  how-to  is  Modern 
Maturity  Magazine.  Every  issue 
'Mini-Courses'  educate.  Travel 
stimulates.  From  places  around 
the  globe  to  places  around  the 
corner,  Modern  Maturity  helps 
mature  America  to  new  horizons. 


Hike?  New  gear 
lightens  the  load. 
New  campsite  cooking 
fuels  energy.  Fifty- 
and-beyond  is  the 
peak  of  life  for 
many  of  the  twenty-six 
million  who  read 
Modern  Maturity. 


Modern  Maturity  is  mature  America's 
authority  on  beginning  a  new  lifetime.  It 
has  the  information,  stimulation,  education 
to  help  the  largest  and  fastest-growing 
market  plot  their  life  course  to  get  the  most. 
Give  back  the  most. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


If  you  have  a  product  for 
mature  America,  isn't  it 

time  you  told  them  about  it? 
Contact  Peter  Hanson  at 
Modern  Maturity 

Magazine  (212)599-1880. 

■  /r 


J 
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Capital  Markets 


MONEY  &  INVESTMENTS 


tate  and  local  bonds  are  a  buy  despite- 


ecause  of- — all  the  talk  about  taxing 
zunicipal  bond  interest. 

BAD  NEWS  IS 
GOOD  NEWS 


By  Ben  Weberman 


ed  to  be  in  the  long  ago  that  rail- 
id  stocks  were  a  buy  whenever 
ior  negotiations  were  at  a  crucial 
ge.  To  gain  sympathy,  manage- 
ints  would  cry  poor  mouth, 
ions  would  threaten  to  strike, 
i  the  stocks  would  slump.  With 
:  ink  dry  on  the  contracts,  man- 
;ments  would  resume  emphasiz- 
;  the  positive,  and  the  stocks 
iuld  go  up  again. 

rhe  municipal  bond  industry  is 
the  same  track.  In  response  to 
igressional  proposals  to  pare  the 
vilege  of  tax  exemption,  issuers, 
derwriters,  lawyers  and  others  as- 
;iated  with  municipals  are  filling 
i  air  with  doomsday  laments.  No 
inder  investors  are  shunning 
inis.  No  wonder  that  for  the  first 
le  more  good  tax-free  municipals 
in  ever  before  are  yielding  more 
in  taxable  U.S.  Treasurys. 
s  alarm  then  totally  without 
indation,  so  far  as  loss  of  tax  ex- 
iption  is  concerned?  Not  entirely, 
t  almost.  Fiduciaries  are  rightful- 
reluctant  to  buy  bonds  marketed 
1986.  There  is  a  chance  that  an 
lirect  tax — via  a  "minimum  tax" 
mula — will  be  levied  on  munis 
ued  after  Jan.  1. 

5ut  this  is  an  exception.  The  rest 

i  Weberman  is  economics  editor  of 
ws  magazine. 


of  us,  if  we  are  willing  to  assume 
some,  but  little,  risk  of  taxation  of 
interest,  can  find  superbuys. 

For  an  individual  in  the  50%  brack- 
et, the  aftertax  yield  on  good  home- 
state  munis  is  almost  double  that  on 
Treasurys.  For  example,  the  state  of 
Illinois  recently  brought  to  market 
Aaa-rated  7VsS  of  2009  priced  to  yield 
7.2% .  That  compares  with  about  8% 
taxable  on  a  Treasury. 

When  the  House  of  Representa- 
tives passed  a  tax  bill  late  last  year, 
it  distinguished  between  general  ob- 
ligations having  the  full  faith  and 
taxing  power  of  local  governments, 
and  revenue  bonds,  which  often 
have  a  private  purpose.  Private-pur- 
pose tax-exempts  issued  after  Jan.  1 
were  to  come  under  severe  restric- 
tions. That  bill  frightened  issuers 
and  investors.  But  the  threat  was 
misunderstood.  Old-fashioned  GOs 
were  untouched  by  the  congress- 
men. Only  the  new,  innovative  tax- 
frees  came  under  restrictions.  The 
entire  market  was  hit,  however. 

Most  recently,  Senator  Robert 
Packwood  (R-Ore.),  chairman  of  the 
Finance  Committee,  shocked  the 
debt  markets  when  he  suggested  in 
the  first  Senate  version  of  the  tax 
bill  that  interest  on  all  state  and 
local  bonds  should  be  subject  to  the 
20%  alternative  minimum  tax  by 
1991.  Although  this  was  subse- 
quently reconsidered,  it  left  its  im- 
pact on  the  vocal  industry,  which  is 
straining  to  fend  off  even  potential- 
ly adverse  legislation.  Some  recov- 
ery has  taken  place,  but  not  fully. 

When  the  Packwood  bombshell 
fell,  the  20-bond  muni  index  went 
to  7.34%,  only  61  basis  points  less 
than  the  Treasury  bond  average  of 
7.95%.  Usually  a  differential  closer 
to  100  to  150  basis  points  can  be 


considered  par. 

Right  after  the  Packwood  an- 
nouncement was  the  best  time  to 
buy,  says  Siesel  (Bud)  Canaday,  vice 
president  of  John  Nuveen  &.  Co. 
While  he  is  cautious  about  possible 
changes  in  tax  rules,  too,  he  thinks 
that  high-grade  bonds,  such  as  the 
Illinois  issue  mentioned  above  or 
the  Metropolitan  Water  District  of 
Southern  California  Aaa-rated  63/4S 
of  2010  priced  at  98 'A  to  yield 
6.88%,  are  cheap.  California  obliga- 
tions carry  between  25  and  75  basis 
points  less  yield  than  non-Califor- 
nia obligations,  because  high  tax 
rates  for  that  state  make  bonds  at- 
tractive to  local  residents. 

Harvey  Mell,  president  of  Dis- 
count Corp.  of  New  York  Munici- 
pals, insists  that  municipal  bond  in- 
vestors should  stick  to  highest- 
quality  offerings  for  new  purchases. 
Investors  aren't  adequately  com- 
pensated for  taking  lo.'er  quality. 
The  Illinois  bonds  due  in  year  2000 
carry  a  return  of  6.8%.  That  com- 
pares with  7%  on  A-l  Jacksonville, 
Fla.  electric  revenue  bonds  due  at 
the  same  time,  and  7%  on  A-l  San 
Antonio,  Tex.  sewer  revenue  bonds. 
An  investor  should  get  at  least  50 
basis  points,  possibly  75,  to  consid- 
er downgrading,  Mell  says. 

Mell  makes  two  points  about  the 
tax  changes.  One:  Even  if  the  Pack- 
woodproposal  passes,  the  alternative 
minimum  tax  would  apply  only  to 
those  with  a  large  amount  of  shelters 
or  favorably  taxed  income.  For  most 
of  us,  there  is  enough  salary  and  other 
highly  taxed  income  to  avoid  the 
AMT.  Two:  Even  for  those  whose 
income  is  subject  to  AMT,  the  rate  is 
20%,  rather  than  today's  46%  or  the 
Reagan-proposed  35%  ceiling. 

Granted,  many  retired  persons 
who  have  large  amounts  of  tax-frees 
in  their  portfolios  and  who  receive 
little  or  no  wages  would  have  mu- 
nicipal interest  subject  to  the  AMT. 
But  those  individuals  should  own 
higher-yielding  taxable  securities. 

As  it  turned  out,  Packwood's  ini- 
tial AMT  proposal  was  snuffed  out 
quickly  as  congressmen  on  his  tax- 
writing  committee  responded  to 
loud  cries  of  anguish  and  agreed  to 
hold  off  the  effective  date.  This  did 
not  stop  the  intensive  public  lobby- 
ing effort  by  municipal  market  par- 
ticipants. As  long  as  they  declaim 
publicly  about  how  horrible  con- 
gressional consideration  of  new  tax 
regulations  is,  they  will  create  in- 
vestment bargains.  When  the  howls 
end,  bonds  prices  will  improve.  ■ 
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There's  a  saying  on  Wall  Street:  The  trend 
is  your  friend.  Maybe . . . 

BETTER  A  NERVOUS 
CAT  THAN  A 
DUMB  BUNNY 


By  Susan  Lee 


It's  not  called  the  herd  instinct  for 
nothing.  On  the  one  hand,  money 
runners  are  as  nervous  as  cats; 
they're  talking  about  a  150-to-200 
point  down  on  the  Dow — or  even 
worse — coming  very  soon.  On  the 
other  hand,  they  aren't  selling 
stocks  and  holding  cash.  Why  not? 
Because  even  though  they  may  be  as 
nervous  as  cats,  they  don't  want  to 
look  as  dumb  as  bunnies. 

Simply  put,  money  managers  an- 
ticipate that  after  the  correction  the 
Dow  will  resume  its  zoom  and 
boom.  Indeed,  they're  using  words 
like  "excess"  and  "mania."  Seth 
Glickenhaus  of  Glickenhaus  &.  Co. 
says,  "Gold,  diamonds  and  Califor- 
nia real  estate  all  skyrocketed  be- 
fore they  broke — now  it's  the  stock 
market's  turn.  This  bull  is  going  to 
culminate  in  great  excesses,  greater 
than  people  realize."  Gerry  Jordon 
of  Hellman,  Jordon  agrees.  "I  think 
we  are  in  a  mania,"  he  says.  "It's 
just  like  other  manias;  the  public 
will  be  up  to  their  ears  in  stocks 
before  this  bull  market  ends." 

The  optimistic  forecast  a  Dow  of 
2200  to  2500  over  the  next  two 
years.  As  for  the  Standard  &.  Poor's 
500,  that  could  gain  more  than  15%, 
to  280  to  300,  over  the  next  year. 


Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 


A  lot  of  smart  money  managers 
think  the  market  has  a  ways  to  go 
before  real  excess  sets  in.  This  is 
another  reason  so  many  are  reluc- 
tant to  sell.  The  market  is  now  at  a 
multiple  of  14,  so  money  managers 
think  that  multiples  of  14  to  15  are 
reasonable.  Excess?  They  think  the 
market  could  go  to  17  to  19  at  the 
manic  stage. 

They  suspect  therefore  that  the 
fundamentals  alone  will  support  a 
couple  of  hundred  more  points  on 
the  Dow.  Particularly  thanks  to  two 
secular  changes:  disinflation  and 
lower  labor  cost. 

Here  the  feeling  is  that  inflation 
is  out  for  the  count — for  another 
four  years  anyhow.  Especially  given 
the  swoon  in  energy  prices,  which 
could  make  disinflation  a  global 
phenomenon.  In  fact,  one  money 
manager  thinks  that  if  oil  prices 
don't  rally,  disinflation  could  be- 
come deflation — a  really  bullish  de- 
velopment as  far  as  he's  concerned. 
As  for  labor  costs,  last  year's  in- 
crease of  2.3%  was  the  lowest  in 
years,  a  change  that  could  enhance 
productivity  and  lower  unit  costs 
over  the  next  three  years. 

So  money  runners  are  afraid  to  be 
caught  holding  cash.  They  don't 
want  to  miss  either  the  legitimate 
or  the  crazy  stage  of  what  looks  like 
a  durable  bull  market.  Those  brave 
enough  to  sell  stocks  that  have  had 
big  moves  are  looking  for  stocks 
with  lower  P/Es.  Others,  like 
Chemical  Bank's  Mike  Sassi,  are 
shifting  from  interest-rate-sensitive 
stocks  into  consumer-driven  ones. 
Sassi  thinks  the  bond  rally  is  just 
about  over  and  lower  oil  prices  and 
interest  rates  will  create  a  surge  in 
disposable  income.  "People  are  refi- 
nancing mortgages  at   10%  that 


were  originally  15% — that's  an  a^| 
ful  lot  of  discretionary  income." 

What  does  he  like?  Dayton-Hu 
son  and  Federated  Departmei 
Stores,  because,  he  says,  retailei 
are  going  to  benefit  from  the  n 
crease  in  consumer  purchasir 
power  and  they  haven't  moved  i 
with  the  rest  of  the  market.  He  ali 
thinks  money  will  be  spent  on  mo 
entertainment  and  leisure,  so  ha 
been  buying  Cineplex — movie  thi 
aters — and  Marriott — hotels. 

David  Wimberly  of  Frontier  Cap 
tal  also  likes  Marriott  because  d 
thinks  that  lower  energy  prices  wi 
encourage  people  to  travel  mop 
For  the  same  reason,  he's  also  up  fc 
Walt  Disney  and  McDonald's. 

Low  energy  prices  and  interes 
rates  have  made  auto  stocks  popi 
lar.  "Chrysler,  Ford  and  GM  hav 
moved  heaven  and  earth  to  reduc 
their  break-even  point,"  says  Gliclj 
enhaus.  "They  are  rapidly  becomin 
competitive  with  the  Japanese. 
Glickenhaus  also  thinks  the  tren 
is  toward  larger  automobiles,  be 
cause  "Americans  have  longe 
legs."  (Glickenhaus  should  knovi 
he's  almost  6  feet.) 

Property  and  casualty  insuranc 
stocks  are  another  hot  item.  Thi 
hottest  stock  here  is  AIG.  Despit 
the  fact  that  AIG  has  gone  up  a  loi 
some  money  movers  believe  i 
could  double  in  the  next  year. 

Money  managers  are  making  bi 
bets  on  defense  stocks.  Here,  th| 
feeling  is  that  President  Reagan  i 
an  unremitting  hawk  with  little  in 
terest  in  rapprochement  with  th 
Russians.  Thus,  he's  going  to  keei 
pushing  for  lots  of  defense  spending 

Byron  Wien  of  Morgan,  Stanlc 
says,  "There  is  a  Toynbee-like  ebl 
and  flow  of  good  and  bad  feeling 
about  defense."  He  thinks  it's  tirm 
to  buy  because  people  have  stoppei 
bad-mouthing  defense  stocks. 

Names  I  hear  include  Genera 
Dynamics,  McDonnell  Douglas  an< 
Lockheed.  Wimberly  mentions  Bol 
Beranek  &  Newman,  which  doe 
special  projects  for  defense. 

Pity  the  poor  money  managers 
then.  They  feel  trapped  in  the  middl 
of  the  thundering  herd,  with  m 
choice  but  to  go  along  even  thougl 
they  see  a  precipice  looming  in  the  fa 
distance  and  some  dangerous  gullie 
on  the  way.  As  Jordon  says,  "If  I  wen 
into  cash,  I  might  miss  the  bottom,  s< 
I'm  forced  into  remainingfullyinves 
ted."  But,  he  adds,  "I  admit  to  beinj 
somewhat  nervous  from  an  acropho 
bic  point  of  view."  ■ 
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he  whole  market  makes  me  nervous  at 
lese  levels,  but  here  are  12  stocks  I  par- 
cularly  do  not  want  to  own  right  now. 

BOMBS  AWAY 


By  Kenneth  L.  Fisher 


case  no  one  has  told  you,  this 
irket  is  high.  Using  many  valua- 
n  methods,  it's  higher  now  than 
las  been  in  about  70  of  the  last  85 
ars.  Consider  the  price-to-divi- 
nd  ratio  of  the  Dow  Jones  mdus- 
als.  The  ratio  rose  from  14  times 
ddends  to  more  than  29  in  three 
ars.  The  Dow  Jones  averages  ha- 
n't ever  sold  for  more  than  34 
aes  dividends.  Ever.  And  only  1 1 
aes  before  have  they  risen  to  29. 
;e  last  time  was  1973.  You  know 
lat  happened  then.  Only  when 
e  looks  at  book  values,  does  the 
irket  seem  anything  shy  of  the 
treme  high  end  of  normal. 
SJo,  I  am  not  predicting  a  decline. 
)  one  can  outguess  the  market's 
art-term  moves  with  regular  suc- 
>s.  But  I  do  predict  that  good  stock 
ection  will  be  a  lot  more  impor- 
lt  in  the  next  year  than  it  was  last 
ar.  The  easy  money  is  over. 
Dr  worse.  Folks  forget  that  stocks 
a  drop  as  steeply  as  they  rise. 
;ey  also  forget  caution.  Why  not? 
10  needs  it?  For  months  the  only 
ng  seeming  to  matter  was  wheth- 
you  owned  stocks.  Virtually  ev- 
ening went  up.  Since  it  hardly 
ittered  what  you  bought,  stock- 

ineth  L  Fisher  is  a  money  manager  based 
Woodside.  Calif  His  book  Super  Stocks  is 
7/ished  by  Dow  Jones-Irwin. 


picking  seemed  pointless.  A  year 
ago  (Mar.  25,  1985)  I  wrote  a  column 
called  "Look  Out  Below,"  which 
highlighted  12  overpriced  stocks  to 
avoid.  Since  then,  on  average,  the  12 
are  about  flat.  What  do  you  suppose 
might  have  happened  to  them  if  the 
overall  market  hadn't  risen  40%? 

Some  folks  need  memory  pills. 
Do  you  recall  Kodak's  70%  nose- 
dive between  1972  and  1978?  That 
you  could  have  lost  90%  of  your 
boodle  in  stalwart  but  overpriced 
Polaroid  in  just  12  months,  starting 
in  mid- 1973?  Extreme?  Yes.  It  is 
more  common  to  suffer  smaller 
losses — like  25%  in  Digital  Equip- 
ment (12  months  starting  in  1976), 
or  45%  (1981),  or  50%  (1983).  Oh,  I 
almost  forgot,  60%  (1974). 

If  I  sound  pessimistic,  don't  get 
me  wrong.  I  love  stocks  and  buy  a 
bargain  whenever  I  find  one — 
whether  the  overall  market  is  up, 
down  or  dribbling.  But  now,  with 
prices  up,  it's  time  to  be  extra  care- 
ful. The  stocks  I  bad-mouthed  last 
March  still  look  vanishingly  vulner- 
able. And  here  are  another  dirty  doz- 
en— some  of  the  best  stocks  of 
1986 — to  avoid. 

The  market  values  each  of  these 
up-and-coming  disasters  at  more 
than  three  times  their  most  recent 
annual  product  sales  (price/sales  ra- 
tio, PSR  =  3.0).  Big  long-term  win- 
ners almost  never  start  out  this  high. 
The  Dow  Jones  industrials'  price/ 
sales  ratio  is  about  0.60  right  now. 
So  my  stocks-to-avoid  are  selling 
about  five  times  higher  than  the 
market  as  a  whole. 

Three  times  sales — the  level  at 
which  my  unfavorites  sell — is  equal 
to  30  times  earnings  for  a  company 
that  happens  to  be  earning  10%  net 
aftertax  margins.  It's  60  times  earn- 


ings if  worse  times  set  in  and  profit 
margins  fall  to  5%.  If  you  own  bar- 
gain stocks  of  good  companies  with 
low  PSRs,  hang  on,  even  though  the 
market  looks  high  right  now.  But  if 
you  own  stocks  like  the  dangerous 
dozen  listed  here,  all  I  can  say  is, 
"Bombs  away!" 

Quick  &  Reilly's  (39)  double-digit 
profit  margins  will  disappear  if  the 
stock  market  falls.  There  is  too 
much  competition  among  the  dis- 
counters these  days  for  the  compa- 
ny to  withstand  a  normal  stock 
market  down  cycle.  The  world  is 
cluttered  with  discounters  eager  to 
undercut  already  low  rates.  Broker- 
age stocks  have  always  moved  with 
the  market,  only  more  so.  But  re- 
member that  volume,  the  lifeblood 
of  brokerage,  vanishes  in  a  bear  mar- 
ket. Today's  $240  million  market 
valuation  for  this  $75  million  (reve- 
nues) broker  is  unsustainable.  The 
Quick  family  seems  to  know  this. 
They  have  recently  sold  off  millions 
of  dollars  of  their  own  stock — one  of 
the  larger  bursts  of  insider  selling  in 
recent  months — and  other  insiders 
have  followed  suit.  If  you  own  the 
stock,  you  might  use  their  services 
to  rid  yourself  of  it. 

Insiders  at  Prime  Motor  I  wis  (38) 
have  peeled  off  stock  every  month, 
too — $10  million-plus  since  Octo- 
ber. Maybe  they  are  not  getting  paid 
enough.  More  likely,  they  know 
that  they  will  have  to  slow  down 
their  growth.  Like  a  disfigured 
snake  that  gobbled  a  rabbit,  two  rats 
and  a  mouse,  they  have  piled  debt 
on  top  of  debt  to  acquire  their  way 
from  30  inns  to  200  in  two  years.  I 
am  expecting  indigestion  presently. 
At  $1  billion  plus,  its  market  value 
says  this  $316  million  (sales)  com- 
pany's inns  are  worth  $5  million 
apiece  (after  debt).  Good  grief. 

It  is  too  much  to  pay  $300  million 
dollars  for  a  $75  million  soap- 
maker — any  soapmaker — particu- 
larly Nentrogena  (33),  with  a  book 
value  of  just  $2  per  share.  Its  princi- 
pal promoter  says  it  sells  at  only  38 
times  estimated  1986  earnings  (47 
times  1985's).  Such  a  bargain.  I  dis- 
like its  financials  and  its  soap.  Wash 
it  from  your  portfolio,  quickly. 

Here  are  nine  more  similarly 
overpriced  and  impatient  implo- 
sions: Chris-Craft  Industries  (63),  Envi- 
ronmental Systems  (34),  Gtech  Corp. 
(24),  Information  Resources  (31),  Inte- 
grated Device  Technology  (19),  Inter- 
graph (29),  LSI  Logic  (18),  Ryan's  Fam- 
ily Steakhouses  (22)  and  Symbolics  (12). 
Run  for  shelter.  ■ 
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VAN  KAMPEN  MERRITT 

TAX FREE 
HIGH  INCOME  FUND  INC. 


Stock  Trends 


% 


EARN  A  TAX-EXEMPT  YIELD  OF 

7.93%=  15.86 

TAX  FREE  TAXABLE 
If  you're  in  the  50%  bracket,  that 

means  you  would  have  to  earn 
15.86%  on  a  taxable  investment  to 
equal  this  tax-exempt  yield. 

KEY  ADVANTAGES: 

•  Daily  dividends  free  of  federal  tax? 

•  Monthly  distributions  paid  in  cash 
or  reinvested  at  the  next  determined 
net  asset  value. 

•  Easy,  daily  access  to  all  or  part  of 
your  capital. 

•  Affordaole  investment  minimum. 

•  Managed  by  a  major  firm  of  municipal 
bond  analysts. 

Call  1-800-DIAL-VKM  Ext.  3003. 

We'll  rush  a  prospectus  which  includes 
information  about  charges  and  expenses. 
Read  it  carefully  before  you  invest  or 
send  money.  Call  today,  day  or  night. 

'Current  yield  is  determined  by  annualizing  the  monthly  distributions 
paid  per  share  tor  the  1  month  ending  March  14.  1986  and  dividing  the 
result  by  the  average  maximum  public  ottering  price  tor  the  same  period 
This  will  vary  because  of  changes  in  the  Fund  s  distributions  and  ottering 
price  A  portion  ot  the  income  may  be  subject  to  state  and  local  taxes 
Shares  may  be  redeemed  at  more  or  less  than  the  cost  Tax  rates  may 
be  subject  to  tax  law  changes  Both  the  yield  and  the  net  asset  value 
will  fluctuate  as  market  conditions  change  $16  48  and  $14  29  were  the 
net  asset  values  on  3/14/86  and  6/28/85 
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The  disaster  isn't  over  when  the  emergency 
teams  leave.  For  tonight  these  families 
need  food,  clothing,  shelter.  Tomorrow  they'll 
start  rebuilding  their  lives. 
And  that  takes  months. 
The  good  news  is  that  the  Red  Cross 
will  help  these  families  every  step  of  the  way. 
No  matter  how  long  it  takes. 
If  you  ever  need  the  Red  Cross  you  can  bet 
we'll  be  there. 
We'll  help.  Will  You? 


American  Red  Cross 


<5utc1  a  Put 


:  S*"V»c*  o«  The  Pu»>c 


There  are  worse  things  than  missing  bid 
markets.  Buying  at  the  top,  for  example.  I 


BYE  BYE  BUYS? 


By  Ann  C.  Brown 


Are  you  mad  at  yourself  for  having 
been  out  of  or  underinvested  in  the 
stock  market  during  what  may  be 
the  move  of  the  century?  Do  you 
long  for  a  piece,  a  sliver,  even  a 
crumb  of  the  action?  Then,  take 
care.  You  could  end  up  one  of  those 
the  "greater  fools"  theory  says  buy 
at  the  top.  So  far,  your  bad  luck  in 
not  buying  equities  earlier  has  only 
cost  you  money  you  might  have 
had.  Worse  luck  would  be  to  buy  too 
late,  which  could  cost  you  money 
you  do  have. 

This  isn't  to  say  that  there  aren't 
stocks  that  will  still  go  up.  There 
are.  But  up  how  much?  A  point  or 
two?  Maybe  5%  short  term  (not 
counting  commissions),  provided 
your  timing  is  perfect?  Or  possibly 
10%  or  more  but  in  a  market  with  a 
90% — and  growing — chance  of  a 
major  near-term  correction?  Weigh 
the  odds  and  then  tip  the  scales  in 
the  seller's  favor  before  you  buy. 
These  days,  it  pays  to  accentuate 
the  negatives  so  you  can  be  positive 
the  rewards  you  expect  are  worth 
the  risks  you  are  taking. 

And  are  there  ever  risks  around! 
Like  the  growing  probability  of 
higher  inflation  if  the  federal  budget 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisor)'  and  portfolio  management 
firm  of  AC  Brown  &  Associates 
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isn't  balanced  and  the  distinct  pos 
sibility  of  recession  if  it  is.  For  th(|,s 
first  five  months  of  fiscal  1986,  th< 
deficit  came  in  at  $105  billion — up; 
grim  8%  (more  than  twice  the  infia 
tion  rate)  from  the  ugly  figures  reg 
istered  for  the  same  period  a  yea 
ago.  In  all  fairness,  Gramm-Rudj 
man  is  just  beginning  to  phase  in 
However,  the  Supreme  Court  ma' 
phase  it  out  permanently  later  oi 
this  year  if  the  bill  is  ruled  unconsti 
tutional.  Should  this  be  the  case 
the  market  could  react  negatively- 
all  talk  about  the  power  of  mora 
suasion  and  the  thrift  intention  o 
Congress  notwithstanding. 

The  recent  upheaval  at  the  Feder 
al  Reserve  is  a  new,  importani 
source  of  worry.  Preston  Martin': 
unexpected  resignation  took  Board 
watchers  by  surprise.  Mr.  Martini 
who  espoused  an  easier  money  lini 
than  Mr.  Volcker  and  often  clashec 
with  the  chairman,  nevertheles: 
was  widely  expected  to  inherit  hi! 
job.  The  vice  chairman's  abrupt  de 
parture  leaves  in  question  the  fui 
ture  direction  of  the  Fed  under  whai 
now  is  likely  to  be  the  control  of  2 
new-member  majority  come  1987 
Or  sooner  if,  as  I  suspect,  Mr 
Volcker  leaves  before  his  option 
comes  up  for  renewal. 

The  weakness  in  the  dollar  com 
tinues  to  be  a  mixed  blessing.  Or 
the  one  hand,  it  is  helping  the  sorr> 
balance  of  payments — but  not  as 
much  as  it  appears,  since  much  ol 
the  improvement  stems  from  the 
sharp  decline  in  the  price  of  import- 
ed oil.  On  the  other  hand,  the 
strength  of  other  currencies  is  caus 
ing  the  price  of  many  products  ex 
ported  to  the  U.S.  to  rise.  It  alsc 
makes  it  possible  for  American 
manufacturers  to  raise  their  prices 
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lile  this  is  good  for  the  profits  of  a 
mber  of  domestic  companies,  it 
)ad  for  consumers  and  the  infla- 
i  rate. 

vnd  then  there's  oil — the  emo- 
lal  linchpin  of  the  market.  At 
lr  March  meeting  in  Geneva  the 
EC  ministers  failed  to  reach 
eement  on  how  to  stabilize  the 
:e  of  petroleum.  But  evidence 
icates  that  the  economic  pain 
the  producers  as  a  result  of  no- 
)ta  pumping  was  being  felt.  Per- 
is after  a  few  more  months  of 
netary  hemorrhaging  there  will 
some  kind  of  production  limita- 
i  accord.  Conceivably,  most  of 

good  news  about  oil  is  already 
:he  market.  However,  what  may 

be  reflected  is  the  bad  news 
iut  the  inability  or  unwilling- 
s  of  many  loan-laden  oil-reve- 
;-dependent  countries  to  repay 
ir  debts  to  various  U.S.  lending 
titutions. 

urther  fundamentals  to  fret 
iut:  the  rise  in  the  consumer  sav- 
s  rate;  less-than-robust  retail 
;s;  overbuilding  in  commercial 
I  estate;  the  continued  decline  in 

operating  rate  of  the  nation's 
tories,  mines  and  utilities;  dis- 
icerting  new  tax  reform  and  reve- 
:-raising  ideas;  an  increase  in  un- 
ployment,  coupled  with  a  de- 
ase  in  help-wanted  advertising; 
oluntary  additions  to  inven- 
ies;  and  the  likelihood  of  sub- 
atial  profit-taking  in  the  stock 
rket  starting  next  month  when 

first  of  the  early  buyers  of  the 
ent  rally  go  long  term  with  their 
ital  gains. 

)isturbing  signs  are  beginning  to 
face  in  the  stock  market  itself 
:e  you  look  beneath  the  waves 
ated  by  the  options  and  futures 
iers,  hedgers  and  arbitragers.  No- 
le  is  the  decline  in  the  quality  of 
market  leadership.  When  sec- 
1-  and  third-tier  stocks  start  star- 
s' on  the  New  York  Stock  Ex- 
inge,  the  market  peak  is  general- 
n  sight. 

"he  new-issues  market  is  heating 
as  well.  And  when  a  company 
:  Morgan  Stanley,  one  of  the  old- 
and  supposedly  sawiest  invest- 
nt  bankers,  undervalues  its  own 
tial  offering  price  by  30%,  cau- 
i  flags  fly  high.  Also  alarming  are 
the  secondary  issues  coming  to 
rket.  The  issuance  of  additional 
ires  may  do  long-term  wonders 
corporate  balance  sheets  but,  in 
short  run,  earnings  dilution  can 
pedo  stock  prices.  ■ 


IN  PARADISE 

An  island  paradise  that  offers 
±\.  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
1  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 

For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1 00 1 1 
or  call  212/620-2461. 


Turn  5.15%mto  10.30° 


The  T.  Rowe  Price  Tax-Exempt  Money  Fund 

If  you  have  a  taxable  money  fund,  now  may  be  the  time  to  consider 
our  Tax-Exempt  Money  Fund.  It  can  offer  investors  in  a  wider  range  of 
tax  brackets  a  higher  equivalent  return  than  many  comparable  taxable 
investments.  Those  in  the  50%  bracket,  for  example,  can  earn  an 
equivalent  yield  of  10.30%  on  5.15%.  Although  yield  and  price  can  vary, 
this  Fund  has  always  maintained  a  constant  $1.00  per  share  price. 

The  Fund  offers  free  checkwriting,  $1,000  minimum  investment, 
and  no  sales  charges.  For  information,  call  weekdays 
8:30  am  to  8  pm  EST:  1-800-638-5660.  Jftr-il 

T.Rowefticett. 

Invest  With  Confidence  ^mimk 


t**s  ass 


Q. 


Mail  to:  T.  Rowe  Price 
100  East  Pratt  Street,  Baltimore,  MD  21202 
Please  send  a  prospectus  with  more  complete 
information,  including  management  fees  and 
other  charges  and  expenses.  Twill  read  them 
carefully  before  I  invest  or  send  money. 
Also  send  information  for:  □  IRA  □  Keogh 

Name 


T  398 


Tax-free  money  fund:  call  1-800-638-5660 


*Average  annualized  yield  for  the  30-day  period  ending  3/21/86,  based  on  $1.00  price  per  share. 
The  average  maturity  was  110  days.  Income  may  be  subject  to  state  and  local  taxes.  T.  Rowe  Price 
Investment  Services,  Inc.,  Distributor. 
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By  Srully  Blotnick 


In  the  normal  timetable  of  a  bull  market, 
the  Amex  and  o-t-c  stocks  should  be  going 
wild  by  now.  Nevertheless,  they  arent. 

AN  UNNATURAL 
QUIET 


majority)  is  creating  the  real  trend — 
which  is  actually  characterized  by 
considerable  restraint. 

There  is  a  revealing,  quantitative 
way  to  view  the  forces  at  work  here. 
Given  their  choice,  most  veteran 
investors  prefer  to  buy  a  stock  listed 
on  the  NYSE.  The  spreads  (gap  be- 
tween the  bid  and  ask  prices)  are 
typically  narrow,  and  the  capitaliza- 
tions (number  of  shares  outstand- 
ing) usually  high.  Furthermore, 
most  of  the  stocks  are  followed  by 
Wall  Street  research  analysts, 
which  makes  it  easier  to  gain  a  pic- 
ture of  how  a  company  is  doing  be- 
fore one  purchases  any  of  its  shares. 
Finally,  investor  expectations  are 
generally  moderate  where  NYSE 
stocks  are  concerned — total  returns 
(capital  gains  plus  dividends)  of 
15%  to  20%  per  annum  are  consid- 
ered realistic  to  shoot  for.  Call  this 
stage  one  of  the  four  stages  of  gal- 
loping greed. 

In  stages  two,  three  and  four,  in- 
vestor expectations  steadily  climb 
to  the  point  where  each  anticipates 
making  50%,  then  100%  and  at  last 
(in  stage  four)  1,000%  per  annum  on 
his  money.  That  necessitates  a  shift 
in  investor  interest,  first  from  the 
NYSE  to  the  Amex,  then  to  the  o-t-c 
market,  and  finally  to  the  new-is- 
sues arena. 

Of  course,  Amex  and  Nasdaq  in- 
dexes, as  well  as  the  Dow  Jones  in- 
dustrial average,  have  recently  at- 
tained record  highs.  But  they  have 
lagged  behind  or  merely  kept  pace 
with,  not  leapt  ahead  of,  the  Big 
Board.  I  keep  what  I  call  a  Galloping 
Greed  Index,  based  on  these  four 
levels  of  speculation.  On  a  scale 
from  1  (investor  interest  only  in 
NYSE  issues)  to  4  (roaring  specula- 
tion in  initial  public  offerings)  we 


With  the  stock  market  up  an  as- 
tounding 40%  in  six  months,  it  is  a 
good  idea  to  ask:  How  much  specu- 
lative fever  is  there  in  the  air?  What 
is  the  financial  temperature  of  the 
typical  investor? 

Most  people  reply,  "It's  very  high. 
It  has  to  be.  Why?  Well,  the  stock 
market  has  risen  500  points  in  the 
past  six  months  alone — and  that's 
proof  enough." 

Not  so  fast.  Survey  nationally  a 
sufficiently  large  number  of  individ- 
ual investors  (500  or  more)  and  you 
discover  something  fascinating:  Al- 
though each  thinks  there  is  a  "tre- 
mendous amount"  of  speculation 
built  into  the  market  at  current 
prices,  the  person  doing  the  re- 
sponding always  excludes  himself. 
Everyone  thinks  everyone  else  is 
doing  the  speculating. 

Paradox:  That  so  many  investors 
are  convinced  that  other  people  are 
acting  in  a  wild-eyed  manner  is 
making  almost  all  of  them  behave 
in  a  more  conservative  fashion.  In 
attempting  to  run  counter  to  what 
they  think  is  the  trend,  each  (unwit- 
tingly acting  in  concert  with  the 

Dr  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 


are  only  at  approximately  1.7. 

A  further  sign  that  investors  re 
main  cautious  came  when  I  recent 
ly  asked  210  major  stockbroker: 
and  financial  planners  what  the] 
were  telling  their  clients.  The  con 
sensus  advice,  from  176  of  the  210 
was  to  the  effect  that  "it  won't  hur 
to  take  some  profits  at  these  levels. 
In  financial  adviser  doublespeak 
this  is  a  way  of  covering  your  be 
hind  in  case  the  market  drops  bu 
avoiding  blame  for  having  your  cli 
ents  sell  too  soon  if  the  market  in 
stead  goes  up.  Be  that  as  it  may,  it  i 
an  essentially  cautious  attitude 

History  never  really  repeats;  then 
are  always  significant  difference: 
between  the  present  and  what  tool 
place  before,  regardless  of  how  su 
perficially  similar  the  two  events 
seem.  This  time  around,  investor; 
seem  to  be  lingering  at  stage  one- 
judicious  speculation  in  fairly  con 
servative  stocks — far  longer  than 
anyone  thought  they  would.  Nearl) 
four  years  into  what  many  are  calli 
ing  "the  third  great  bull  market  oi 
this  century,"  the  majority  of  indil 
vidual  investors  are  still  doing  thei< 
bargain-shopping  on  the  NYSE, 
never  thought  I'd  see  blue-chi 
stocks  perform  this  explosively  o: 
the  upside,"  a  wealthy,  53-year-ol 
surgeon  told  me.  "With  this  kind  o; 
excitement  [on  the  NYSE],  I  don' 
have  to  bother  with  the  smaller, 
Nasdaq  issues." 

Is  there  no  danger  in  the  market,) 
then?  There's  some.  As  the  tulipoi 
mania  of  the  1630s  in  Holland  re- 
minds  us,  any  time  players  concen- 
trate all  their  speculative  energies— I 
and  buying  power — on  one  area] 
prices  within  it  can  climb  to  ridicuj 
lous  heights.  If  the  same  amount  of 
money  and  enthusiasm  is  spread 
over  a  number  of  different  areas 
(land  and  buildings,  say,  in  addition 
to  tulips),  more  moderate  andj 
therefore,  sustainable  expectations 
are  likely  to  prevail. 

It  will  be  healthier  for  the  stoc 
market,  therefore,  if  more  of  the 
speculative  steam  blows  off  into  the! 
Amex  and  over-the-counter  mar- 
kets. Additional  players  are  arriving 
daily,  and  if  they  stay  chiefly  on  the 
Big  Board,  excesses  soon  will  devel- 
op there.  The  overall  atmosphere 
still  is  not  overheated,  but  a  biti 
more  excitement  among  the  small 
er  stocks  and  new  issues  would 
make  for  a  more  normal  and  sus 
tainable  situation.  Ironically,  too 
much  conservatism  may  eventually 
prove  dangerous.  ■ 
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Commodities 


MONEY  &  INVESTMENTS 


Vot  even  a  disclosure  document  will  tell 
)OU  everything  about  how  good  (or  bad) 
i  commodity  trading  adviser  really  is. 

THE  TRUTH  ABOUT 
THE  NUMBERS 


By  Stanley  W.  Angrist 


1  my  Apr.  7  column  I  presented 
Dme  data  on  two  commodity  trad- 
lg  advisers  (CTAs).  The  numbers 
lown  were  some  of  those  that  by 
iw  a  CTA  must  provide  all  pro- 
jective investors.  The  two  traders 
^emingly  were  very  close  in  their 
bility  to  generate  profits.  Disclo- 
jre  documents  revealed  annual  av- 
rage  rates  of  return  of  27.4%  for 
rader  A  and  24.4%  for  Trader  B.  As 
re  shall  see,  these  numbers  can 
ide  a  lot  more  than  they  reveal. 

CTAs  can  get  hot  and  then  cool 
ff  very  quickly.  So  the  question  is, 
low  do  you  get  a  true  picture  of 
ow  good  a  given  CTA  really  is? 
..T.A.  Research  of  Garland,  Tex. 
oes  it  by  tracking  the  monthly  per- 
>rmance  of  more  than  120  CTAs.  It 
ien  generates  a  chart  for  each  of 
iem  that  shows  what  your  rate  of 
:turn  would  have  been  had  you 
egun  your  speculation  with  the  ad- 
iser  in  question  12  months  before, 
or  the  two  CTAs  documented 
ere,  you  can  examine  what  your 
erformance  would  have  been  had 
ou  given  money  to  either  adviser  at 
ny  time  in  the  last  63A  years. 

Examining  the  performance  rec- 
rds  month  by  month  shows  that, 


anky  W  Angrist  is  a  commodity  specu- 
itor,  consultant  and  longtime  observer  of 
e  commodity  markets 


overall,  Trader  A's  record  is  a  disas- 
ter, while  Trader  B's  shows  a  consis- 
tency that  any  portfolio  manager 
would  be  proud  to  sport.  The  lines  on 
the  chart  represent  the  annual  rate  of 
return  you  would  have  received  had 
you  turned  your  money  over  to  the 
CTA  12  months  earlier.  Note  that, 
commencing  about  48  months  ago, 
most  investors  who  had  given  mon- 
ey to  Trader  A  would  have  experi- 
enced a  loss  of  capital  ranging  from 
10%  to  50%.  The  only  thing  that 
gave  Trader  A  an  overall  respectable 
record  was  the  fact  that  he  did  well 
in  the  great  precious-metals  runup 
of  late  1979  and  early  1980. 

Contrast  that  with  the  perfor- 
mance of  Trader  B.  With  only  three 
exceptions,  an  investor  starting  at 
any  month  in  the  past  81  would 
have  realized  a  positive  rate  of  re- 
turn. In  fact,  95.7%  of  all  the  12- 
month  periods  in  the  sample  were 
profitable,  while  only  51%  of  Trader 
A's  12-month  windows  were  profit- 
able. The  windows  of  the  chart  are 


current  through  December  1985. 

The  result  is  even  more  impres- 
sive when  you  consider  24-month 
windows.  Any  investor  who  left  his 
money  with  Trader  B  for  at  least 
two  years  is  showing  a  profit,  while 
only  38%  of  those  who  selected 
Trader  A  sport  profitable  results. 

So  while  the  performance  num- 
bers I  gave  in  the  last  issue  made  the 
two  CTAs  seem  reasonably  close  in 
ability,  in  fact,  they  were  vastly  dif- 
ferent. Thus,  while  it  is  true  that 
the  numbers  tell  all,  you  have  to 
know  which  numbers  to  look  at.  It 
is  almost  certain  that  disclosure 
documents  would  not  reveal,  with- 
out considerable  effort  on  your  part, 
the  reality  of  these  traders'  abilities. 

There  are  at  least  three  sources  of 
unbiased  opinions  on  the  skills  of 
CTAs  to  help  you  in  your  efforts. 
A. T.A.  Research  (214-686-5151) 
provided  me  with  the  data  on  which 
this  column  is  based.  The  firm's 
charts  and  printouts  provide  a  pro- 
digious amount  of  information  on 
more  than  120  CTAs.  Frank  Pusa- 
teri,  a  longtime  toiler  in  the  com- 
modity money  management  field, 
has  his  own  company,  which  also 
evaluates  CTAs  (212-513-0222). 

And,  of  course,  no  list  would  be 
complete  without  mentioning  Man- 
aged Account  Reports  (301-730- 
5365),  which  has  long  published  a 
monthly  newsletter  devoted  to  re- 
porting on,  and  evaluating,  both 
commodity  mutual  funds  and  pri- 
vate pool  operators. 

Each  of  these  firms  has  its  own 
method  of  billing  you  for  services 
rendered.  For  anyone  considering 
turning  his  funds  over  to  someone 
else  to  trade,  these  are  good  places 
to  start  looking  for  uncommonly 
skilled  money  managers.  ■ 

Shellev  Dell 
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1            The  chart  shows  the  return  that  an  investor  would  have  realized 
1           had  he  turned  his  money  over  to  either  Trader  A  or  Trader  B 
|          12  months  preceding  the  date  indicated.  For  example,  had  an 
1          investor  given  money  to  both  Trader  A  and  Trader  B  in  Decem- 
ber 1984  he  would  have  earned  a  return  of  7.5%  with  the  former 
l_      while  gaining  a  return  of  29.8%  with  the  latter.  (The  chart  data 
^|     begin  with  March  1980  and  run  through  December  1985.) 
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REAL  ESTATE 

REAL  ESTATE 

BUSINESS  SERVICES 

EXECUTIVE  GIFTS| 

FOR  SALE. 

•  Binghamton 

377,600  sq.  ft.,  including 
78,400  sq.  ft.  office 
space;  16'-18'  ceilings. 

•  Walden 

30,520  sq.  ft.;  26'. 
ceilings;  24'  at  eaves;  5.8 
acre  site 

•  Brewster 
35,000  sq.  ft.;  12' 
ceilings;  11. 7  acre  site 

These  plants  and  industrial 
park  sites  are  just  a  sampling 
of  the  90  buildings  and  40 
industrial  parks  available  in 
the  New  York  State  Electric 
&  Gas  Corporation  service 
area.  For  further  information 
and  full-service,  no-cost 
relocation  service,  contact 
Richard  D.  Knowlton, 
Manager  Industrial 
Development,  New  York  State 
Electric  and  Gas  Corporation, 
4500  Vestal  Parkway  East, 
Binghamton,  New  York 
13903.  Or  call  (607) 
729-2551. 


THE  LOW  COST  ALTERNATIVE 


New  York  State  Electric  &  Gas  Corporation 


MADISON  VALLEY  RANCH— A 

major  price  reduction  of  $750,000  was 
just  authorized  on  this  beautiful  500- 
head  ranch  near  Ennis  This  property 
totally  blocks  the  end  of  the  valley  from 
the  river  to  the  National  Forest  bound- 
ary. A  tastefully  and  extensively  re- 
modelled lodge  and  immaculately 
complete  ranch  improvements  make 
this  one  of  the  choicest  ranches  in  the 
valley  Contract  Exclusive  Agents  for 
the  Sellers:  Hall  &  Hall,  Inc..  P.  O. 
Box  1924.  Billings,  MT  59103 
(406)  252-2155. 


OCEANFRONT  HOME  FOR  RENT 

Wild  Dunes.  S.C.  near  historic 
Charleston.  New  executive  beautifully 
furnished  luxury  oceanfront  home. 
Panoramic  view  of  Atlantic.  4  B.R. — 
4'/2  bath,  everything  furnished  except 
food  and  sun  tan  lotion.  Indulge  in  sun, 
sand,  surf,  golf  and  tennis  .  .  .  by  owner 
812  853-7126 


20  Ac  Ranch,  So.  Utah 

Water,  Power  &  County  Rd 
$22,500,  $700  down,  $245  per 
mo.  INCLUDES  6%  Int.  Title 
Ins.,  Deed  &  Note. 

For  Info.  Call  801-586-0320 
write  P.O.  Box  1637, 
Cedar  City,  UT  84720 


Own  Spectacular  Land, 
40  acres  in  the  Colorado 
Rockies.  $30,000  and  up,  1% 
down,  9%  financing.  Write: 

Forbes  Wagon  Creek  Ranch 

Box  303,  Fort  Garland,  CO  81133 
(303)  379-3263 


DISTRIBUTORS  WANTED 


NEW  PRODUCTS 
AVAILABLE 

We  are  an  established,  publicly-owned 
R&D  company  with  40  years  experience 
in  that  field  We  have  developed  more 
new  products  than  we  can  market,  and 
are  seeking  reliable  firms  capable  of 
marketing  products  in  the  pharmaceu- 
tical, health-care,  medical  devices,  spe- 
cialty-chemical, and  cosmetic  fields 
Principals  only 

United-Guardian,  Inc. 

PO.  Box  2500 
Smithtown,  New  York  1 1 787 
(516)  273-0900 
TWX:  510-227-6230 


SHARING 


IS  CARING 


MANUFACTURERS. 
INCREASE  YOUR 
BOTTOM  LINE!! 


Increase  your  bottom  line 
while  IMX  reduces  your  costs 
on  component  parts  and  raw 
materials. 

REDUCE  COSTS 
Source  your  component  parts 
and  raw  material  at  substan- 
tial savings  through  IMX,  the 
world-wide  innovator  of  off- 
shore sourcing.  Contact  Bill 
Forster,  President,  or  Joe 
Gruen,  Vice  President. 

IMX  CORPORATION 
(305)  368-1133 


AIRLINE  CONSULTANTS 


AIRLINE 
MANAGEMENT 
CONSULTANTS 

•  DOT  CERTIFICATION 

•  FAA  CERTIFICATION 

•  ROUTES  &  EQUIPMENT 

•  AIRPORT  ACCESS/LEASES 

•  FINANCING  &  INSURANCE 

•  INTERLINE  AGREEMENTS 

•  RESERVATIONS  SYSTEMS 

•  MAINTENANCE  SYSTEMS 

•  ACCOUNTING  SYSTEMS 

Airline  STARTUP  and 
CONTINUING  support 
HANDS-ON  experience 
founding  and  managing 
SUCCESSFUL  AIRLINES 
since  1978  615-970-4490. 
Metro  Airport  Alcoa  TN. 


FRANCHISES 


Abraham  $c  Condon  £itn® 

'Amerir.a'8  **uc«bb  JPeople"™ 


National  Service  Franchise  Co 
•  High  potential  •  Prime  locations 
•  Complete  set  up 
Call  now!  Mr.  Lewis 

Toll  Free  1-800  258-0860  Ext  14 
1-800  258-0861  in  CA 


J  MACANUDO  R0THSCHI 
■  CIGARS  35%  OFI 

{W  RG42,  Box  Of  25) 

(SAVE  $16 

Wrapper  choice  Natural.  Claro  or  Mao 

I Also  rock  bottom  prices  on  fresh,  pei 
Partagat,  Don  Oleoos  H.  Upmann 

I Ramon  Allonat.  Royal  Jamaica ; 
Montecruz.  FREE  catalog  800-  672-9 
(NY  State  212-221-1408)  Sendchec 

IMO-add  shipping  $1  00  tor  first  I 
50c  ea  add'l  box  NY  res  add  sales 
Offer  expires  May  31,  1986 

|  FAMOUS  SMOKE  SH< 

_  Dept  64,  55  W  39th  St  ,  New  York  NY  j 


MISCELLANEOUS  FO 


INVESTMENT  GEMSTOIN 
GUARANTEED  LIQUIDITi 

Free  wholesale  catalog  Satisfactia 
for  18  yrs!  Member:  Jewelers  Ba 
Trade.  Chamber  Commerce.  An| 
Gem  Trade  Assn. 

HOUSE  OF  ONYX 
No  One  Main  Street 
Greenville.  Kentucky  42345 
TOLL  FREE  1-800-626-835; 


FORBES 
MARKET/CLASSIFI 

Listings  are  accepted  at  thd 
cretion  of  the  publisher  am 
sold  in  basic  units  of  one  mc 
agate  lines)  for  regular  lis 
and  two  inches  (28  agate  line 
display  advertisements.  Addif 
space  over  specified  minimu 
sold  at  the  appropriate  agat< 
rates. 

Advertising  closing  date  is  I 
month  preceding  date  of  issu 
Frequency  discounts  avail 
Payment  must  accompany 
unless  from  accredited  agentj 
FOR  ADDITIONAL  INF0RMAT 
WRITE  OR  CALL: 
LINDA  L0REN 
FORBES  MARKETCLASSIf 
60  Fifth  Avenue,  New  York,  NY ' 
(212)  620-2440 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 


♦  195,636  serve  on 
their  companies' 
board  of  directors 


♦248,584  serve  on 
boards  of  one  or 
more  companies 


♦709,920  own 
securities.  Average 
value:  $717,798 


♦Total  paid  circula- 
tion: 720,000 


★348,480  are  in  top 
management  positions 


♦Average  household 
income:  $138,935 


♦Average  Net  worth: 
$1,146,363 


wbes  Market/ 


SINESS  OPPORTUNITIES 

BUSINESS  OPPORTUNITIES 

EXECUTIVE  GIFTS 

EXECUTIVE  GIFTS 

ir  Road  To  Riches  Starts  Here 

n  the  ground  floor  and  rise  to  the  top 
!  network-marketing  opportunity  of 
;  A  rapidly-expanding  organization 
by  the  hottest  entrepreneur  in  Amer- 
y.  Four  revolutionary  nutritional  for- 
;ndorsed  by  15  renowned  experts 
g  two  former  Nobel  prize  winners. 
I  marketing  support  by  superstar 
igures.  For  more  details  plus  video 
lg  and  training  success  kit  call: 
loney  at  1-800-835-2246,  Ext.  113 

'  YOUR  PRODUCT  OR 

>T  TO  SOUTHERN  AFRICA 

tied  consultant  with  excellent  con- 
all  spheres  can  open  markets  or 
licensee  for  you  in  Southern  Af- 

gh-tech  or  low-tech  but  must  have 

track  record.  No  retainer  required, 

only  basis;  POB  37003,  Birnam 

)15,  South  Africa 


REAL  ESTATE 


DONATE  REAL  ESTATE 

!  kind  as  a  tax  deduction  to  a  nat'l 
rofit  educational  group.  We  are  an 

I  IRS  501-C-3  professional  society 
jt  any  disallowance  in  our  16  yr. 

AMERICAN  SOCIETY  FOR 
NVIRONMENTAL  EDUCATION 

II  collect  East:  603-643-3536 

West:  714-496-3238 


YACHTS 


NATE  YOUR  BOAT 

eive  Cash  +  Tax  Savings 

bargain  sale  to  a  chanty,  our  cash 
se  +  your  income  tax  savings  give 
;ubstantia)  financial  return, 
les.  Real  Estate  &  Motor  Vehicles. 

ERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


FORBES  BINDERS 


SLIP  CASES 

OR  BINDERS 

In  red  and  gold 

leatherette. 

Slipcase:  $6.95 

three  for  $20.00 

Binders:  $8.50 

three  for  $24.75 

check  with  your  name  and 

address  to: 

SSE  JONES  BOX  CORP. 

Sept.  FB,  P.O.  Box  S120 

Philadelphia,  PA  19141 

SHOTS 

If  you'd  rather  take 
charge  than  take 
orders,  owning 
an  American  Speedy 
Printing  Center  is  the 
unlimited  opportunity 
you're  looking  for. 

CALL  TOLL  FREE 
1-800-521-4002 


32100  Telegraph  Road 
Birmingham,  Ml  48010 


M&A^  15,000  BUSINESSES 
WtLiUf  FROM  COAST 

^>*§MS  .  TO  COAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
.        MULTIPLE  LISTING  SERVICE 
f  *\     Toll  Free  800-327-9630 
V*V    in  Flo  call  800-533-4663 


SSS  FOR  SALE  BY  OWNER  SSS 

'h  Billion  S  Worth  of  Businesses  with 
No  Brokerage  Fees  Buyers  or  Sellers  Welcome 
Toll  Free  1-800  233-2115  In  TX  1-214-980-4865 

GREAT  WESTERN  >£S^fe 

BUSINESS  EXCHANGE.  INC.    |  jf 

14114  Dallas  Pkwy..  #220 
Dallas.  Texas  75240 


rorbes:  Capitalist  Tool 


FREE 

(A  $12.50  VALUE) 


First  Class  Luggage  For 
A  World  Class  Cigar. 

Handmade  Montecruz  cigars,  in  a  class  by  themselves. 
Offers  a  free  leather  cigar  case,  handcrafted  in  Spain  with  each 
box  of  quality  Dominican  cigars 
you  order  from  Old  Chicago 
Smoke  Shop.  Limited  quantities 
available. 

OLD  CHICAGO  SMOKE  SHOPS 

169  N.  Clark  St. 
Chicago,  Illinois  60601 


MONTECRUZ  CIGARS 

Retail    Our  Price 
No.  210    47.50  $34.95 
No.  220    43.75  $32.95 


Call  Free  for  FREE  delivery 
anywhere  in  the  U.S.A. 

Illinois:  800-972-1135 
OTHERS  800-621-1453 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  'AT  lor 
state  widtnl  Great  birth- 
day or  Christmas  gift 
Send  SI3  SO  for  each  set 
of  3  ties  to: 
SUM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94131        |415l  S«S-6<oe 


ONE  OF  THE  WORLD'S  BE8T  FITTING  SHIRTS 


Custom  tailored  at  $29  90  ($45  Value) 
We'll  show  you  how  to  measure  yourself  in  10  min, 
and  save  you  one-third 
J0O%  Guaranteed 
Send  for  free  info  or  call  today 

MAJESTIC  MAN  -  Custom  Tailors 

1469  N.  Brampton,  Dept.  M,  Rialto,  CA  92376 
714-875-2299  Metro  LA.  area  1-800-562-1313 

We  make  house  or  office  calls  in  So.  Cal. 


TRAVEL 


TRAVEL  FOR  LESS 

BUSINESS  1st  CLASS 

SAVE  5-30% 

No  Coupons  Just  Great  Prices 

718-436-8248 
800-223-6045 


ALL  NAME  BRANDS 

FAST-FRESH-CHEAP 
1-800-JR-CICAR 


CHILDREN'S  GIFTS 


COMPUTERS 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
Ed  or  Joe  McManus 
Fgt.  Prepaid.  Save  Tax 
Toll  Free  800-231-3680 

fill  mARYfTlRC  INOUSTRIESINC 
22511  Kaly  Fwy. 
Kaly  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


ruggedly 
built 
of  4x4 
redwood 
to  withstand 
the  toughest 
'climate  for  years. 
Call  or  write  for 
a  free  color  brochure. 
WOODPL«YDept.F 
RO  Box  27904 
Raleigh,  NC  27611-7904 


Building  PloyValue  for  10  Years 


Streetwalker 


ny:  VidAmerica,  for  example,  a  1O0| 
owned  packager  of  videos,  for  $ 
million.  Compact  will  also  pay 
million  new  shares  (boosting 
common  outstanding  to  6.4  mill: 
shares)  for  Four  Star  International 
syndicator  of  old  movies  and  TV 
ries.  As  M&F  controls  more  than  rj 
of  Four  Star,  the  deal  will  raise 
position  in  Compact  to  around  40° 

The  biggest  injection,  though,  v» 
be  Adams  Drug,  a  420-store  chain! 
the  Northeast.  Perelman  picked 
$365  million  (sales)  Adams  when 
bought  Pantry  Pride  last  year  and 
now  selling  it  to  Compact  for  ol 
$100  million,  which  Perelman  v| 
use  to  help  pay  down  the  debt  frc 
his  $1.8  billion  Revlon  LBO. 

How  will  Compact  raise  the  need 
money?  Debt,  of  course;  that's  Pen 
man's  middle  name.  When  the  di 
settles,  expanded  Compact  will  ha 
around  $35  million  of  new  equity  c 
owe  about  $150  million  in  long-tei 
debt.  Pro  forma  operating  income  !. 
year,  excluding  charges,  would  ha 
been  around  $24  million,  just  enouj 
to  service  the  debt.  But  presumal 
wheeler-dealer  Perelman  has  plans  i 
increasing  cash  flow. 

Bulls  on  Compact  Video's  stock : 
call  that  Pantry  Pride  traded  as  low 
7  in  November  and  recently  hit  ] 
But  caution  is  the  watchword  wh 
dealing  with  crapshooters  like  Per 
man,  who  are  in  business  for  tb 
own  profit,  not  to  make  money  for  t 
general  run  of  investors. — T.|. 


Busted  Buttes  bonds 

Streetwalker  has  learned  that  New 
York's  Odyssey  Partners,  whose 
principals  once  ran  Oppenheimer  &. 
Co.  and  did  so  well  out  of  the  Chicago 
Milwaukee  Corp.  reorganization 
(Forbes,  Feb.  25,  1985),  has  quietly 
bought  a  big  chunk  of  Buttes  Gas  &. 
Oil  Co.'s  $180  million  of  secured 
long-term  bank  debt.  Another  value 
investor,  money  manager  Mutual 
Shares,  has  also  bought  some  of  the 
loans.  Buttes  went  into  Chapter  1 1  in 
November;  the  loans  are  secured  by 
rigs,  reserves  and  the  like. 

Our  sources  say  Odyssey  bought 
the  debt  at  30  cents  or  so  on  the  dollar. 
Why  is  smart  money  buying  busted 
oil  paper? 

As  Buttes'  biggest  and  most  pre- 
ferred creditor,  Odyssey  would  be  in  a 
strong  position  to  grab  the  lion's  share 
of  new  equity  and  notes  in  a  restruc- 
turing. That's  how  Odyssey's  Leon 
Levy  and  others  got  control  of  GAC 
Corp.,  now  Avatar  Holdings — by  con- 
verting bonds.  The  lure  this  time? 
Buttes  has  some  $280  million  in  tax 
losses.  Odyssey  could  use  that  shelter 
either  by  marrying  Buttes  to  Chicago 
Milwaukee  or  by  keeping  Buttes  as  an 
independent  shell. 

There  may  be  a  way  for  individual 
investors  with  strong  stomachs  to 
hitch  a  ride  with  Odyssey  on  this  one. 
Buttes  has  two  original-discount  bond 
issues  that  trade  over-the-counter:  a 
$35  million  issue  of  16.5%  senior  sub- 
ordinateds  due  in  1994,  recently  trad- 
ing at  9Vi  bid;  and  $70  million  of 
10.25%  juniors  due  1997,  selling  at  5 
bid.  One  source  thinks  Odyssey  may 
force  Buttes  to  pay  off  partially  on 
these  bonds,  so  as  to  clear  the  decks  of 
any  litigious  bondholders.  For  the 
heavy  risk,  our  source  thinks  the 
bonds  selling  at  9Vi  could  bring  up  to 
$30  worth  of  new  paper.  The  5  bid 
series,  he  says,  could  bring  $12  to  $15 
worth.— Thomas  Jaffe 


Tax  rate,  schmax  rate 

Transworld  Corp.  is  not  as  profit- 
able as  competitor  Marriott  Corp., 
but,  asks  Oppenheimer  &  Co.  analyst 
Michael  Esposito,  so  what?  Trans- 
world  (1985  sales,  $2.15  billion)  spun 
off  TWA  in  1984  and  sold  its  Centu- 
ry 21  real  estate  division  for  $251 
million  last  fall.  The  gam  used  the 
tax  credits  that  the  company  had  on 
hand,  so  Transworld's  tax  rate  will 
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almost  double,  to  about  40%.  But 
Esposito  notes  that  long-term  debt  is 
just  20%  of  capital;  at  year-end  there 
was  some  $200  million  cash  behind 
the  34.6  million  shares.  Since  June 
the  company  has  used  some  of  its 
$100  million-plus  in  annual  excess 
cash  flow  to  buy  back  2.6  million 
shares,  and  may  repurchase  another 
1.4  million  by  1987. 


Transworld's  Hilton  International 
hotel  in  Bangkok 

Esposito  also  contends  that  Trans- 
world's continuing  businesses — cafe- 
terias, vending  machines,  Hardee's 
restaurants,  the  Quincy's  Family 
Steak  House  chain  and  89  Hilton  In- 
ternational hotels  (no  present  relation 
to  the  U.S.  chain) — are  so  healthy  that 
earnings  should  rise  17%  this  year,  to 
$3,  and  exceed  $3.50  in  1987.  In  sum, 
Esposito  predicts  Transworld  stock, 
recently  at  a  record  47,  will  see  the 
mid-60s  within  12  months,  higher 
taxes  and  all. — T.J. 


Borrowing  is  beautiful 

Compact  Video,  Inc.,  in  beautiful 
downtown  Burbank,  Calif.,  sold 
for  265/s  in  1980,  then  collapsed  to  as 
low  as  3%  last  year.  Recently  the  $41 
million  (sales)  company,  in  video-  and 
filmmaking  services,  has  rebounded 
to  7  and  change  on  the  o-t-c. 

The  catalyst  is  Ronald  Perelman. 
He  owns  MacAndrews  &  Forbes  and 
is  a  main  player  in  Drexel  Burnham 
Lambert's  leveraged  takeover  game 
(Forbes,  Jan.  27).  In  1983  M&F 
grabbed  23%  of  Compact  Video.  Per- 
elman is  now  injecting  some  of  his 
other  holdings  into  the  little  compa- 


Garbage  in,  profits  out? 

Clarence  (Otto)  McGowan  Jr., 
Philadelphia    money  manage! 
W.H.  Newbold's  Son  &  Co.,  likes) 
little  garbage  stock:  $17  million  (191 
revenues)  Reuter,  Inc.  of  Hopkiu 
Minn.   The   stock   trades  o-t-c 
around  13.  Reuter's  original  busines 
making  spindles  (which  hold  disks 
place)  for  the  computer  industry,  wt 
a  disaster  last  year.  Net  dropped  to  ] 
cents  a  share,  though  McGowan  sa; 
it  should  rebound  close  to  1984's  n 
cord  $1.23  a  share  this  year. 

But  what  intrigues  McGowan 
Reuter's  mechanized  trash  collectic 
business  and  its  newer  trash  disposi 
business.  Reuter  is  scheduled  to  ope 
a  400-ton  densified-refuse-derive* 
fuel  (DRDF)  plant  outside  Minneapi 
lis  in  October. 

The  DRDF  disposal  process,  deve 
oped  by  Switzerland's  Buhler  Grou; 
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an  alternative  to  the  controversial 
ass  burn  process;  it  recycles  35%  of 
e  garbage  (useful  materials  like  alu- 
inum  and  glass)  and  "pelletizes" 
out  55%  into  a  coal-like  fuel.  The 
>t  goes  into  a  landfill.  Hennepin 
mnty,  Minn,  has  already  contracted 
:  Reuter  to  process  400  tons  of  trash 
day  for  $35  a  ton.  Reuter  founder 
d  chairman,  Edward  Reuter,  says 
ks  with  several  other  municipal- 
es  are  under  way. 

McGowan  says  it  is  too  early  to 
Dject  earnings  from  the  plant.  He 
:fers  to  note  that  even  without  the 
rbage  potential,  the  stock  trades  at 
times  his  estimate  of  1986  earn- 
is.  Reuter  has  a  debt-to-equity  ratio 
just  1%.  But  remember,  there  are 
ly  2.3  million  shares,  9%  of  them 
med  by  insiders.  Interesting  com- 
riy  but  thin  stock. — Rita  Koselka 


straw  hat  in  December 

t  takes  a  brave  analyst  to  recom- 
mend a  Texas  bank.  So  give  Robert 
idriguez,  a  portfolio  manager  with 
s  Angeles-based  First  Pacific  Advi- 
rs,  a  medal  for  courage.  Rodriguez  is 
ilding  a  position  in  Houston's  $20 
lion  (assets)  Texas  Commerce 
ncshares.  But  why?  Big  loan-loss 
rvisions  cut  earnings  by  71%  last 
ar,  to  $1.62  a  share;  they  would 
ve  been  lower  but  for  sales  of  secu- 
ies  and  property.  Return  on  average 
uity  was  a  mournful  4.4%,  and 
indard  &  Poor's  is  now  considering 
third  credit  rating  cut.  Recently 
Vi,  the  stock  was  selling  at  only 
%  of  book  value. 

For  Rodriguez,  however,  Texas 
immerce  is  a  straw  hat  in  Decem- 
r.  He  figures  it  this  way:  Even  in  the 
likely  event  that  all  of  Texas  Corn- 
ice's $654  million  in  nonperform- 
;  assets  were  written  off,  there 
>uld  still  be  equity  worth  $807  mil- 
n,  or  almost  $25  a  share.  Moreover, 
"B  has  been  conservative  in  reserv- 
;  for  loan  losses — now  at  2.1%  of 
:al  loans,  compared  with  around 
>%  for  its  competitors.  So  any  pleas- 
t  surprises  in  its  $6.6  billion  portfo- 
of  energy  and  real  estate  loans 
3uld  translate  into  sharply  better 
rformance. 

Even  without  a  quick  reversal  in 
ling  oil  prices,  Rodriguez  thinks 
;  stock  could  double  in  two  to  three 
ars.  Meanwhile,  it  yields  7.3%;  Ro- 
guez  contends  the  dividend  is  safe, 
sides,  he  says,  "with  the  market  at 
00,  there  aren't  many  stocks  I  can 
y  that  are  selling  at  price  levels  of 
l  years  ago." — John  Heins 
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sweeping  across  America! 

"We  can't  remember  readers  or  reviewers  ever  having  a  better  time  with 
a  book.  Malcolm  Forbes  succeeds  in  doing  something  that  is  altogether 
rare  in  this  world.  He  has  fun — and  in  Around  the  World  on  Hot  Air  and 
Two  Wheels  we  share  it  to  the  hilt."    — Simon  and  Schuster 


"A  BOOK  OVERFLOWING  WITH  EXU- 
BERANCE AND  GREAT  GOOD  HUMOR. 

What  Malcolm  Forbes  does  with  his  money  is 
endlessly  fascinating  and,  in  a  way,  almost  en- 
dearing .  .  .  Now  he  has  put  together  a  hand- 
some book  celebrating  his  exploits.  Around  the 
World  on  Hot  Air  and  Two  Wheels  is  priced  at 
$24.95  and  it's  worth  every  penny." 
— Sports  Illustrated 

"SO  OVERWHELMINGLY  A  CELE- 
BRATION OF  THE  JOYS  OF 
ADVENTURE,  as  well  as  an  affirmation  of 
the  good  side  of  life,  that  the  reader  is  soon 
buoyed  by  its  exuberant  message:  Don't  stay 
put  when  you  can  put  foot  into  any  part  of  this  still 
whole,  wide  and  mostly  wonderful  world." 

— The  New  York  Times 


"A  DELIGHTFUL  CHRONICLE- 
LIGHT  AS  A  BALLOON  AND  REFRESH- 
INGLY FREE  OF  HOT  AIR— of  a  journey 
by  the  latter-day  Phileas  Fogg  who  happens  to 
publish  a  business  magazine  called  Forbes  in 
his  spare  time."    — Cosmopolitan 

"A  CROSS  BETWEEN  MARCO  POLO 
AND  JULES  VERNE.  Who  else  in  the 
second  half  of  the  20th  century  would  fly 
across  continents  and  oceans  in  a  brightly- 
colored  balloon  or  go  jolting  his  way  on  a 
motorcycle  through  countries  like  China, 
Pakistan,  and  across  North  Africa?  In 
the  gorgeously  illustrated  book  Forbes 
tells  why  and  how  he  did  it  and  why  he 
will  presumably  go  on  doing  it  as  long 
as  he  can  ...  A  book  for  the  eye  to 
admire  and  the  mind  to  marvel  over." 
— John  Barkham  Reviews 


  »RBES 

AROUND  THE  WORS  T) 
ON  HOT  AIR  AND 

mown  HE 


r 


To  order  send  check  or  money  order  for  $24.95  to: 
Forbes  Book,  60  Fifth  Ave.,  New  York,  NY  10011 


Name  

Add  ress  

City  State  Zip 

(Please  add  appropria'e  sales  tax) 
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Forbes  /  Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


A.  T.A.  Research    163 

Abercrombie  &  Kent   12 

Adams  Drug    166 

AdEx  Translations  International   14 

AIG    158 

Allied  Stores  (Brooks  Brothersl   94 

American  Association  of  Cruise 

Passengers   36 

American  Express    18 

American  Express  (Shearson  Lehman 

Brothers)   31,  110,  138,  140 

American  Woolen   38 

Arthur  Andersen    14 

The  Andersons    10 

Angeles    110 

Anglo  Metropolitan  Holdings    152 

Apple  Computer  31 

Arizona  Bancwest   44 

Asarco   67 

AT&T   J.  54 

Atheneum   19 

Aurrera  80 

Avatar  Holdings    166 

Avon  Products   72 

B.  A.T  Industries  (Saks  Fifth 

Avenue)   94 

BankAmenca    44 

BASF    124 

Beatrice    138 

Bethlehem  Steel    171 

Bevill,  Bresler  &  Schulman  Asset 

Management   44 

Bidermann  Industries   94 

Block  Management    118 

BMC  Industries    144 

Boeing   33 

Bolt  Beranek  &  Newman    158 

Booz,  Allen  &.  Hamilton   138 

Borg-Warner   100 

W.H.  Brine   20 

British  Tobacco    150 

Brock  Hotel    152 

Buttes  Gas  &  Oil    166 

Cadbury  Schweppes    150 

Campbell  Soup    171 

Canadian  Pacific   38 

Canon    150 

Capital  Airlines   171 

Capital  Cities/ABC  (ESPN)    12 

Carnival  Cruise  Lines   36 


Carter  Hawley  Hale  (Neiman-Marcus)    94 

Cartier   12 

CBS    17,  35 

Celanese  Mexicana   80 

Central  Leather    171 

Century  21    141,  166 

CFS  Financial    110 

Chase  Manhattan   32 

Chemical  New  York   35,  158 

ChemLawn    10 

Chevron    147 

Chicago  Conservation  Center    130 

Chicago  Milwaukee    166 

Chilton   ).   100 

Chris-Craft  Industries    159 

Chrysler    8,  35,  148,  158 

Cineplex    158 

Citicorp  44,  138 

Liz  Claiborne  94 

Coca-Cola  Bottling  of  Miami    12 

Colorado  Fuel  &  Iron    171 

Colt  Industries    141 

Commerce  Union  Bank   150 

Commonwealth  Edison    12 

Compact  Video   166 

Connecticut  General  Realty  Investors    110 

Coopers  &  Lybrand   38 

Cosmair   94 

Crown  Books   78 

Crucible  Steel    141 

Cummins  Engine    138 

Dallas  Cowboys    110 

Dart  Drug    78 

Daseke    110 

Dayton-Hudson    158 

Detroit,  Toledo  &.  Ironton 

Railroad   171 

Digital  Equipment    159 

Discount  Corp  of  New  York  Municipals  ....  157 

Walt  Disney  Productions   158 

Doerring   1 10 

Donaldson,  Lufkin  &  [enrette    18 

Dow  Chemical    124 

Drexel  Burnham  Lambert    144,  166 

DRW  Investment    110 

Eastman  Kodak    159 

Perry  Ellis   94 

Environmental  Systems   159 

Equitec   110 

Estrategia  Bursatil   80 


Exxon    35,  1471 

Federated  Department  Stores    158 

Federated  Department  Stores 

(Bloomingdale'sl   94; 

First  Boston    138 

First  Chicago   351 

First  Interstate  Bancorp   44 

First  National  Bank  of  Chicago   130 

First  Pacific  Advisors    167 

First  Pennsylvania   152 

Ford  Motor   8,  33,  148,  158 

Fox  &.  Carskadon    1 10 

Frontier  Capital    158 

Fujitsu   1501 

Futures  Group   8' 

GAC   iM 

General  Dynamics    158 

General  Electric    72,  171 

General  Motors    8,  12,  33,  54, 

67,  118,  147,  148,  158 

Genesco   94 

Giddings  &.  Lewis   38 

Glenlivet   12] 

Glickenhaus    158 

Goldman,  Sachs   31,  44,  138 

Gould   19 

Great  Northern  Paper    141 

Greenwich  Research  Associates    150 

Greyhound   171 

Grumman  78] 

Gtech   

H&R  Block    m 

Hall  Financial  Group    110 

Hall  Kirby  Associates    110 

Hallwood  Group   152 

Hambros  Bank   67 

John  Hancock  Insurance    118 

Heublein   72 

Hewlett-Packard   35 

Hoare  Govett   44 

Holco  Trading   67-1 

Honda    150 

Hughes  Tool    100 

Hyatt  Legal  Services    118 

IBM    8,  54,  93,  144 

State  of  Illinois  bonds    157 

Imperial  Chemical  Industries  32j 

Industnas  Penoles   80 

Information  Resources   159 

Insingef  Willems    152 
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:  ntegrated  Device  Technology    159 

[htel  31 

ntergraph    159 

nternational  Mercantile  Marine    171 

rving  Trust    138 

KIT   141 

acksonville,  Fla.  electric 

,  revenue  bonds    157 

acoby  &  Meyers    118 

i  apan/ America  Venture  Partners   144 

johnson  &  Johnson    14 

I  ohnstown- American    110 

iones  &  Laughlin   141 

jury  Verdict  Research   20 

Cawasaki  Steel    150 

(Celly  Services   8 

rCirin  Brewery    150 

;Lalvin  Klein   94 

(Ueinwort  Benson  32 

Kohler    138 

(rupsaw's    130 

Landsing    1 10 

Lawn  Doctor   10 

Little,  Brown    19 

Joyd's  of  London  20 

Lockheed    158 

[LSI  Logic    159 

Mac  Andrews  &  Forbes    166 

(R.H.  Macy  94 

Mallinckrodt   72 

Managed  Account  Reports    163 

Manufacturers  Hanover  35,  44 

Marriott    158,  166 

Matsushita   150 

Maxtor    119 

May  Petroleum   110 

Mazda   8 

McDonald's    130,  158 

McDonnell  Douglas   158 

MCI  Communications  31 

McKinsey   138 

Robert  A.  McNeil   110 

William  M.  Mercer-Meidinger   35 

Merrill  Lynch    18,  31,  44,  150 

Metropolitan  Life    141 

Metropolitan  Water  District  of 

Southern  California  bonds    157 

Mexico  Fund  80 

Midland  Bank  (London|   44 

Mitsubishi   8 


Mitsubishi  Estate    150 

Morgan  Stanley    138,  158,  160 

Morrison-Knudsen   35 

Mutual  Shares    166 

Nacional  de  Cobre   80 

National  Steel    124 

National  Trailways  System   171 

NCR  54 

Neutrogena    159 

New  York  Times   17,  94 

W.H.  Newbold's  Son   166 

Nissan  Motor    150 

NL  Industries   35 

Nomura  Securities    144 

Nordstrum's   94 

John  Nuveen   157 

Occidental  Chemical    124 

Odyssey  Partners   166 

Oppenheimer  &  Co   166 

Osbom  Manufacturing   38 

Pantry  Pride   166 

Park  Central  III   110 

Patlex   54 

Peat,  Marwick,  Mitchell  38 

Pennzoil    14 

Pertec    144 

Piaget    12 

Pierce  Arrow   171 

Polaroid   159 

Polo/Ralph  Lauren   6,  94 

Ponderosa   93 

John  Portman  &  Associates    140 

Prime  Motor  Inns   159 

Probursa  80 

Prudential  Insurance   35 

Frank  S.  Pusaten 

Associates    163 

Quaker  Oats    130 

Quick  &  Reilly   159 

Radiation  Technology   152 

Refac  Technology  Development   54 

Remax  International    141 

Reuter    166 

Revlon   166 

Rolex   12 

Rolls-Royce   6 

RPR  Properties    1 10 

Ryan's  Family  Steakhouses   159 

Salomon  Brothers   44,  138 

San  Antonio,  Tex.  sewer  revenue  bonds    157 


Sara  Lee   130 

Save  the  Children  Federation   106 

Saxon  Oil    152 

Scotts  Seaboard    10 

Sears,  Roebuck    141 

Security  Pacific   44 

Sharp  Manufacturing    150 

Shell  Oil  35 

Sherwin-Williams   38 

Sizzler  Restaurants  International  93 

Smith  International    44 

Sodick    144 

Spring  Green  Lawn  Care    10 

Standard  Oil  of 

New  Jersey    171 

J.P.  Stevens   94 

Storage  Technology   144 

Subaru  of  America    148 

Sunward  Investment   110 

Symbolics    159 

Technical  Equities   44,  110 

Texaco    147 

Texas  Commerce  Bancshares   167 

Textron   :  38 

Thrifty   78 

Tiffany   72 

Toshiba    150 

Toyota  8 

Trak  Auto  West  78 

Trans  world    166 

TruGreen    10 

TRW-Fujitsu    54 

TWA    166 

U.S.  Steel    171 

Umet   152 

United  Air  Lines    171 

Unocal   44 

USACafes   93 

Valuation  Research   38 

Velsicol   124 

Vesteq    110 

Warburg  Pincus    118 

Wamaco  94 

Washington  Conservation  Studio    130 

Waterford   130 

Wells  Fargo   44 

Western  Mercantile  Services   140 

Westinghouse    147 

F.W.  Woolworth    147 

Xerox   138 
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Helping  the  Information  Industry 
Reshape  American  Business 

FORBES'  Series  of  Special  Advertising  Supplements  Written  by  the  Yankee  Group 
"Case  Studies:  Linking  New  Information  Technology  to  Business  Strategy" 


The  information  revolution  is  I 
changing  the  ground  rules  for  the  ■ 
way  businesses  operate  and 
compete.  The  effective  marriage  of  J 
computer-related  technology  to 
management  practice  is  now  the  key 
factor  determining  corporate 
success  in  today's  business 
environment. 

Senior  executives  at  companies  of  all 
sizes  recognize  this  trend  and  are 
actively  updating  plans  to  cost-justify 
and  implement  this  new  technology. 

FORBES,  through  its  series  of 
special  advertising  supplements 


written  by  the  Yankee  Group,  will 
present  its  management  audience 
with  the  information  needed  to 
formulate  technology  acquisition 
plans  that  will  enhance  business 
strategy  and  create  competitive 
advantages. 

Information  industry  marketers  can 
also  gain  a  competitive  edge  by 
participating  in  the  FORBES/Yankee 
Group  supplement  series.  Advertisers 
benefit  by: 


Schedule  your  campaign  in  FORBES' 1986  Information  Industry 
Supplements,  "Case  Studies:  Linking  New  Information  Technology 
to  Business  Strategy" 


Supplement 

Issue  Date 

Ad  Closing 

Information  Technology 

March  10 

Telemarketing  Technology 

May  5 

MgcOSSP 

Manufacturing  Technology 

June  2 

April  7 

Business  Communications 

September  22 

July  28 

Office  Equipment 

November  3 

September  8 

■  Reaching  decision  makers  in  bcl 
big  business  and  small  companil 
in  an  environment  that  adds  imj| 
to  your  message. 

■  Surrounding  your  message  with] 
useful,  authoritative  text  relevai| 
your  products  or  services. 

■  Case  study  write-up  for  all  full-il 
or  larger  advertisers. 

■  Extensive  trade  show  reprint 
distribution. 

■  Generating  quality  sales  inquiriJ 

■  Reprint  mailings  to  the  top  2,00<| 
user  companies. 

■  Receiving  free  reprints. 

■  Supplement  text  reprinting  in 
NOMDA  Spokesman  Magazine. 

To  learn  more  about  the  FORBES  I1!! 
Yankee  Group  supplement  series,! 
send  for  your  free  information  kit  I 


Contact  Arnold  J.  Prives,  Direc 
of  Special  Projects,  Forbes  Mag 
60  Fifth  Avenue,  New  York, 
N.Y.  10011.  Tel:  (212)  620-2224. 

Fwbes 

Capitalist  loot 

*  Forbes  Magazine— 60  Fifth  Ave .  NY. NY  10011 


Flashbacks 


1 1  "The  more  things  change  " 

■  Items  from  past  issues  of  Forbes 

I  xty  years  ago  in  Forbes 

If  om  the  issue  of  April  15,  1926) 

I  l/hat  does  the  second  quarter  prom- 
Wt  to  bring?  For  one  thing,  it  cannot 
I  nceivably  bring  another  such  dras- 
I :  decline  in  the  stock  market.  Vigor- 
||s  readjustment  was  overdue.  The 
irocess,  however,  would  appear  to 
5  ve  been  carried  about  far  enough, 
i  .  Therefore,  the  second  quarter  can- 
I  it  fail  to  be  better,  stock-market- 
r  se,  than  was  the  first  quarter." 


\mry  Ford's  rebuilding  of  the  Detroit, 
\iledo  &  /ronton  Railroad  in  the  1920s 
\?lded  him  a  burst  of  favorable  notice 


n  a  new  line  of  custom-built  Pierce 
irrow  coaches  the  body  framework  is 
1  Northern  white  ash  with  panels  of 

ind-hammered  aluminum,  and  their 
):ry  luxurious  equipment  shows  that 
i  great  deal  of  high-class  bus  traffic  is 
ioked  for  this  year." 


ifty  years  ago 

rom  the  issue  of  April  15,  1936) 

Vppearances  are  that  President  Roo- 
:velt  still  retains  quite  widespread 
mfidence,  notably  among  the  less- 
lirifty  classes,  among  large  numbers 
beneficiaries  of  his  agricultural  lar- 
bsse,  and  among  the  more  radical, 
jmmunistic,  trouble-raising  ele- 
ments. So  many  of  his  hit-or-miss 
leasures  have  proved  so  faulty,  so 
leffective,  so  half-baked  that  he  has 
eadily  lost  esteem  among  the  em- 
loying  classes,  among  investors, 
nong  the  more  responsible  and  in- 
digent citizens  in  general." 


Edited  by  Dero  A.  Saunders 


"On  Apr.  1  National  Trailways  System 
swung  into  operation  to  challenge 
Greyhound's  supremacy.  The  eight 
bus  companies  in  the  system  remain 
financially  independent  of  each  other, 
but  they  sell  through  tickets  on  the 
associated  lines,  paint  their  equipment 
in  standard  colors  and  expect  to  bring 
in  other  lines  from  time  to  time." 


Twenty-five  years  ago 

(From  the  issue  of  April  1 5,  1961) 

"The  nation's  biggest  airline  was  bom 

as  United  Air  Lines  got  final  Civil 
Aeronautics  Board  permission  to 
merge  with  Capital  Airlines,  which 
had  been  nearly  grounded  by  financial 
troubles.  The  merger  adds  Capital's 
6,500  miles  of  basically  north-south 
routes  to  United's  14,000-mile  east- 
west  pattern.  Consolidated  operations 
will  begin  June  1." 

"Of  1909's  top  [20  companies],  only 
four  are  still  on  top  today.  The  four: 
General  Electric,  Jersey  Standard,  U.S. 
Steel  and  Bethlehem  Steel  (which  ab- 
sorbed 1909's  Lackawanna  Steel).  Of 
the  remainder,  at  least  two  (Central 
Leather  and  International  Mercantile 
Marine)  have  greatly  faded.  At  least 
one  other,  while  still  in  existence,  has 
long  since  put  its  original  common 
stockholders  right  through  the  wring- 
er (Colorado  Fuel  &  Iron)." 

"In  my  own  childhood,  canned  foods 
of  all  kinds  were  looked  upon  with 
great  disfavor.  .  .  .  Over  the  years, 
there  has  been  a  complete  reversal.  At 
a  fashionable  dinner  party  you  may  be 
served  turtle  soup,  and  everyone 
knows  it's  right  out  of  a  can.  The 
hostess  serves  it  proudly  and  without 
apology.  Who,  these  days,  has  the 
time  to  go  out  and  kill  a  turtle?" 
— Amy  Vanderbilt,  quoted  in  intro- 
ducing a  story  on  Campbell  Soup 


Campbell  Soup  chefs  at  the  kettles 


Ten  years  ago 

(From  the  issue  of  April  1 5,  1976) 

"How's  this  for  timing?  You  load  up 
on  common  stocks  in  the  Sixties  and 
early  Seventies  when  the  market  is  on 
high  ground;  then  you  seil  heavily  in 
the  third  quarter  of  1974  when  the 
market  is  at  its  lowest  since  1962.  .  .  . 

"We're  talking  about  the  $85  billion 
fire  and  casualty  insurance  industry, 
which  as  recently  as  1973  owned  $19.2 
billion  worth  of  common  stocks.  .  .  . 
But  in  the  third  quarter  of  1974,  when 
panic  reigned  on  the  stock  exchanges 
and  the  Dow  fell  from  806  to  607,  the 
fire  and  casualty  companies  turned 
around  and  unloaded.  ...  In  all,  they 
have  sold  net  a  probable  $2.5  billion 
worth  of  common  stock." 


Author  (and  former  jockey ),  Dick  Francis 


"In  his  native  Britain,  Dick  Francis  is 
best  known  for  his  worst  failure:  His 
horse  fell  when  he  was  seconds  away 
from  winning  the  1956  Grand  Nation- 
al Steeplechase  on  the  back  of  the 
Queen  Mother's  stallion,  Devon 
Loch.  But  American,  Japanese  and 
Scandinavian  whodunit  addicts  know 
Francis  better  by  his  successes.  For 
the  last  15  years,  he  has  produced  a 
suspense  novel  every  year  with  nary  a 
commercial  failure  and  hardly  ever  a 
bad  review.  His  books  are  regularly  on 
British  and  American  bestseller  lists 
and  produce  rave  notices  both  from 
sporting  journals  and  from  such  high- 
brow critics  as  CP.  Snow.  .  .  .  His 
books  sold  over  4  million  copies.  ..." 
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Acquaintance,  n.  A  person  whom 
we  know  well  enough  to  borrow 
from,  but  not  well  enough  to 
lend  to. 

Ambrose  Bierce 


The  easiest  job  I  have  ever  tackled 
in  this  world  is  that  of  making 
money.  It  is,  in  fact,  almost  as  easy 
as  losing  it.  Almost,  but  not  quite. 
H.L.  Mencken 


Everything  turns  out  to  be 
valuable  that  one  does  for 
one's  self  without  thought 
of  profit. 

Marguerite  Yourcenar 


Economy  is  going  without 
something  you  do  want  in 
case  you  should,  some  day, 
want  something  you  probably 
won't  want. 
Anthony  Hope 


Old  age  can  be  brought 
on  by  frugality. 
Seneca 


The  voyage  of  love  is  all 
the  sweeter  for  an  outside 
stateroom  and  a  seat  at  the 
captain's  table. 
Henry  S.  Haskins 


A  rich  man  and  his  daughter 
are  soon  parted. 
Kin  Hubbard 


To  tax  and  to  please,  no  more 
than  to  love  and  to  be  wise, 
is  not  given  to  man. 
Edmund  Burke 


I'm  a  middle-bracket  person  with 

a  middle-bracket  spouse 
And  wc  live  together  gaily  in 

a  middle-bracket  house. 
We've  a  fair-to-middlin'  family; 

we  take  the  middle  view; 
So  we're  manna  sent  from  heaven 

to  internal  revenue. 
Phyllis  McGinley 


Thoughts 

on  the  Business  of  Life 


You  will  agree,  if  you  take  time  to 
ponder,  that  it  will  be  more  important 
to  end  up  your  life  happy  than  to  end 
it  successful  in  business.  Most  of  us 
become  so  engrossed  in  "getting  on, " 
we  don 't  always  stop  to  think  how 
much  or  how  little  satisfaction 
"getting  on"  yields  at  the  end  of  the 
chapter.  What  you  do  for  others  is 
what  counts,  not  what  you  have  done 
for  yourself .  "Wljat  is  a  man  profited, 
if  he  shall  gain  the  whole  world,  at  id 
lose  his  own  soul?"  Your  spirit,  your 
attitude  towards  others  count  infinite- 
ly more  than  your  bank  account. 
Discount  deathbed  repentance, 
hollow  the  Golden  Rule  while  you  are 
still  active.  Af  ter  all,  shouldn 't  we 
cultivate  genuine  lMppiness? 
B.C.  Forbes 


The  history  of  the  world  is  the 
record  of  a  man  in  quest  of  his 
daily  bread  and  butter. 
Hendrik  Willem  van  Loon 


It's  a  kind  of  spiritual  snobbery 
that  makes  people  think  they  can 
be  happy  without  money. 
Albert  Camus 


God  forbid  that  I  should  be  out 
of  debt,  as  if,  indeed,  I  could 
not  be  trusted. 
Francois  Rabelais 


Choice  has  always  been  a  privilege 
of  those  who  could  afford  to  pay 
for  it. 

Ellen  Frankfort 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($1 7.50  per  vol- 
ume if  purchased  separately).  Also  avadable, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


The  hardest  thing  in  the  world 
to  understand  is  the  income  tax. 
Albert  Einstein 


When  you  earn  it  and  spend  it  yo 
do  know  the  difference  between 
three  dollars  and  a  million  dollar 
but  when  you  say  it  and  vote  it,  i 
all  sounds  the  same. 
Gertrude  Stein 


You  may  raise  money  enough  to 
tunnel  a  mountain,  but  you  cannc 
raise  money  enough  to  hire  a  mai 
who  is  minding  his  own  business' 
Henry  David  Thoreau 


Though  authority  be  a  stubborn 
bear,  yet  he  is  oft  led  by  the 
nose  with  gold. 
William  Shakespeare 


It  is  possible  to  own  too  much. 
A  man  with  one  watch  knows 
what  time  it  is;  a  man  with 
two  watches  is  never  quite  sure. 
Lee  Segall 


A  Text . . . 

Keep  thy  heart  with  all 
diligence,  for  out  of  it 
are  the  issues  of  life. 
Proverbs  4:23 


Sent  in  by  Rebecca  B.  Dunham,  Exete: 
N.H.  What's  your  favorite  text?  The  Forbe 
Scrapbook  of  Thoughts  on  the  Business  c 
Life  is  presented  to  senders  c 
texts  used. 


It  is  a  common  observation  that 
any  fool  can  get  money;  but  they 
are  not  wise  that  think  so. 
Charles  Caleb  Colton 


Thrift  cannot  be  too  highly 
commended.  Teach  all  those 
with  whom  you  come  in  contact  tc 
be  saving.  You  never  know  when 
you  may  need  their  savings  to 
finance  one  of  your  ventures. 
Don  Marquis 
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THE  VOLVO  BOOK 
OF  RECORDS. 


The  tallest  Volvo  owner. 
Mr  Dwayne  Boyce  measures  6'9".  With  37.5' 
of  headroom,  his  1984  Volvo  GL  is  one  of  the 
few  tars  that  won't 
go  to  his  head. 


9  0  9  8  T-.r 


Highest  milcanc  for  a  Volvo  still  on  the  road 
Mr.  Irv  Gordon  of  East  Patchogue, 
Long  Island  has  clocked 
4(14.1)00  miles  on  his  1966 
Volvo  PISOO  Right  on  his 
tail  is  Mr  Norbei  t  Lyssy 
of  Vanderpool.  Texas, 
with  901000 
miles. 


Fastest  round-the-world  trip. 
The  fastest  circumnavigation 
(24,901  miles)  was  com- 
pleted on  November  19, 
1980  in  74  days  I  hour 
and  II  minutes  by 
Garry  Sowerby  and 
Ken  Langley  of 
Canada  in  a 
Volvo  245. 


The  most  Volvos  ever  stacked  on  top  of  a  Volvo. 
The  first  known  case  of  'Volvo  Stacking'  took  place  in  Mobile, 
Alabama  in  late  1971.  Six  Volvo  144s  were  stacked  on  top  of  anoth( 
Volvo  144.  This  demonstration  of  Volvo's  strength  was  recently 

repeated  in  Goteborg,  SwedenJ 
when  six  Volvo  760's  were 
stacked  on  top  of  a  new  j 
Volvo  760  Station 
Wagon. 


The  oldest  Volvo  in  America  A  1936  Carioca  PV36  owned  by  Charles 
Cunningham,  a  self  professed  Volvo  connoisseur,  of  Topsham,  Maine. 


A  car  you  can  believe  in. 


1986  Volvo  Norlh  America  Corpa* 


"THE  KEY  TO  PRODUCTIVITY  ISN'T  SIMPLY 
'MORE  POWER',  IT'S  PUTTING  THAT  POWER  INTO 
THE  RIGHT  HANDS'.' 


^  /o/  of  people  believe  you 
n  measure  the  productivity 
a  computer  system  by  how 
uch  processing  power  re- 
1es  solely  in  the  CPU.  But 
e  real  issue  is  how  much  of 
3t  power  you  can  bring  to 
s  user. 

9X6  Wang  Laboratories,  Inc. 


And  I  think  that's  the  differ- 
ence between  the  way  Wang 
looks  at  information  manage- 
ment, and  the  way  our  com- 
petition sees  it." 

Wang  systems  architecture 
distributes  processing  power 
right  down  to  the  workstation 


level.  Balancing  the  power 
between  the  CPU  and  the 
workstation  results  in  faster 
response  time  and  greater 
efficiency.  And  flexible  prod- 
ucts like  PACE,  a  set  of  inte- 
grated applications  develop- 
ment tools,  can  be  used  by 


both  programmers  and  non- 
programmers  alike.. 

At  Wang,  the  idea  is  not 
simply  making  computers 
more  powerful.  It's  making 
people  more  productive.  " 


find  profes 
y  environment 


by 


Shand,  Morahan 
&  Company,  Inc. 


Professional  Liability  and  Specialty  Insurance 


Icizci    Evans  ton,  IL  60201 


Forbes 


The  Forbes  500s 

The  nation's  largest  companies  tanked  four  ways 
116  Introduction 

Except  on  Wall  Street,  1985  wasn't  a  year  of  big  gains. 
118    The  Forbes  Sales  500 

Despite  all  those  billion-dollar  mergers,  combined  sales 
of  the  largest  public  companies  inched  up  only  1.7%. 
Reason:  There  were  big  divestitures,  too.  Falling  com- 
modity prices  also  figured  in  the  decline. 


126    The  Forbes  Profits  500 

Collective  income  of  the  most  profitable  companies  was 
off  5%,  in  a  year  when  the  gross  national  product  was  up. 
Writeoffs  of  energy  assets,  obsolete  factories  and  unfortu- 
nate acquisitions  played  a  role. 

140    The  Forbes  Assets  500 

Managers,  it  seems,  have  gotten  wise  to  the  fact  that  it's 
not  the  company  with  the  most  assets  that  wins  in  the 
end.  It's  the  company  that  makes  the  most  efficient  use 
of  capital. 


Industries 


54   MIT's  David  Birch  On  The  Corporate  Life  Cycle 

Businesses  don't  just  grow  and  slowly  grow  old;  they 
oscillate.  Understanding  this  rhythm  may  be  the  begin- 
ning of  wisdom  for  businessmen  and  investors. 


International 


57    Capitalism  From  The  Ground  Up 

The  Third  World's  hopes  hang  not  on  megaprojects  but 
on  millions  of  tiny  entrepreneurs  in  the  "informal"  econ- 
omy. How  can  they  get  capital? 


Marketing 


61    Certified  Hip 

How  do  you  use  a  55-year-old  artist  wearing  a  bleached- 
blond  wig  to  sell  soup?  Also:  Branded  diamonds. 


Taxing  Matters 


67   The  Ultimate  Audit 

Tales  from  survivors  of  the  Taxpayer  Compliance  Mea- 
surement Program. 

72    Revenue  Enhancement 

The  Great  Tax  Opposer  proposes  a  few  fee  increases. 


Departments 


Money  &  Investments  Columnists 


6 

Side  Lines 

49    What's  Ahead  For 

331 
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10 

Trends 
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20 
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David  Dreman 
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150   The  Forbes  Market  Value  500 

The  combined  value  of  the  most  valuable  public  compa- 
nies was  up  a  nice  23.9%  last  year,  in  spite  of  a  rash  of 
common-stock  retirements.  But  the  Wilshire  index, 
which  includes  smaller  companies,  did  better. 

160    The  Forbes  500s— Jobs  And  Productivity 

Median  sales  per  employee  among  Forbes  500s  compa- 
nies were  up  3.4%  last  year,  nothing  to  crow  about. 
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Are  the  big  getting  smaller? 

For  the  first  time  in  the  18-year  history  of  the  Forbes  Directory 
Issue,  it  was  easier  for  companies  to  make  the  grade  than  it  was 
the  year  before.  The  cutoff  for  the  list  of  500  biggest  public 
companies  in  terms  of  sales  fell  slightly,  from  $1,256  million 
last  year. 

Slower  inflation,  of  course,  accounted  for  some  of  this  slowed 
growth.  With  foreign  competitors  grabbing  large  chunks  of  our 
market,  a  lot  of  big  U.S  companies  find  growth  harder  and 
harder  to  come  by.  Divestiture  was  also  a  factor  in  the  seeming 
slowing  of  growth  in  megabusinesses;  increasingly,  bigness  per 
se  is  seen  as  a  disadvantage  rather  than  an  advantage. 

This  is  important  stuff:  It  utterly  undercuts  the  widely  held 
myth  that  under  capitalism  business  inevitably  becomes  bigger 
and  more  closely  concentrated.  The  opposite  seems  to  be  hap- 
pening: Efficiency  rather  than  sheer  sales  growth  is  becoming 
the  guiding  principle.  All  to  the  good. 

Speaking  of  bigness,  it  may  interest  readers  to  know  that  this 
Directory  Issue,  like  all  issues  of  Forbes,  is  produced  not  in 
some  industrial  me-  M^Fiac^/wackst* 
tropolis  but  in  a  small 
town  in  Middle  Ameri- 
ca— Effingham,  111. 
(pop.  1 1,270).  Assistant 
Managing  Editor  Law- 
rence Minard  describes 
a  recent  visit  to  the 
place  where  the  con- 
tents of  this  magazine 
go  for  final  processing. 
Minard  writes: 

"World  Color  Press 
Inc.'s  Crossroads  Press 
is  the  place  where 
Forbes  and  48  other 
quality  magazines,  in- 
cluding Vogue  and 
House  &  Garden,  are  printed.  Crossroads  Press  is  in  country- 
pleasant  Effingham,  where  Interstate  Highways  70  and  57  cross: 
an  ideal,  mid-America  spot  for  a  publication  that  must  be 
delivered  simultaneously  throughout  the  land.  There,  33Vi- 
inch-wide  ribbons  of  paper — about  7,000  miles  of  it  for  this 
issue  alone — fly  across  the  blue,  red,  yellow  and  black  ink 
rollers  of  presses  as  big  as  four  boxcars  placed  end-to-end.  The 
printed  pages  are  then  bound,  labeled  and  loaded  into  waiting 
trucks. 

"All  this  under  the  constant  nursing  of  Forbes'  Assistant 
Director  of  Production  Robert  Rosengarten  and  his  two  assis- 
tants, Peter  Althoff  and  Don  Althoff,  Pete's  first  cousin.  Bob,  43, 
is  the  bearded  one  in  the  photo.  He  has  been  with  Forbes  17 
years;  before  that  he  worked  8  years  as  a  pressman.  Bob,  Pete  and 
Don  form  the  final  link  in  Forbes'  production  process.  A  slight- 
ly tilted  photo  here  or  dulled  red  there,  and  Bob  is  down  on  the 
pressroom  floor,  setting  matters  straight.  A  late-breaking  story? 
Rosengarten  and  crew  stop  the  presses." 

So  Forbes,  the  magazine  of  big  business,  is  ultimately  pro- 
duced in  a  small  town.  We  like  that.  It  reminds  us,  if  we  need 
reminding,  that  there's  a  lot  more  to  America  than  the  East  and 
West  coasts. 

Ly Editor 


From  left:  Bob  Rosengarten,  Don  Althoff, 
Pete  Althoff 
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With  the  IBM  System/36  PC, 
you  can  run  your  business 
from  here. 

This  surprisingly  small  IBM  System/36  PC 
has  the  power  to  keep  any  size  business 
moving.  At  a  surprisingly  small  price. 

Connect  the  System/^6  PC  to  your  IBM 
Personal  Computer,  and  you  have  the  power 
to  build  your  fortune  without  spending  one. 
And  you  also  have  a  system  that's  part  of  the  System/36 
— IBM's  most  popular  multi-user  computer  family.  Which 
gives  any  business  access  to  the  broad  range  of  System/36 
software  as  well  as  PC  software. 

The  basic  System/36  PC,  a  processor  and  a  personal 
computer,  easily  operates  as  a  standalone  system  in  a  small 
business.  Or  ties  a  department  in  a  larger  organization 
together  by  connecting  a  combination  of  IBM  PCs, 
System/3o  terminals  or  compatible  printers.  So  you  can 
share  information  and  resources. 

And  yet,  with  all  that  power,  the  System/36  PC 
processor  is  so  small,  it  fits  under  your  desk,  on  top,  or 
next  to  it  Wherever  you  put  it,  you  can  run  a  successful 
business  from  the  best  position. 

For  a  free  brochure  on  the  IBM  System/36  PC,  or  for 
information  on  product  availability  from  participating 
Authorized  IBM  PC  Dealers,  Value  Added  Dealers  or  IBM 
Product  Centers,  call  1  800  IBM  2468,  ext  007/LD.  Or 
call  your  marketing  representative.  And  be  sure  to  ask 
abput  IBM  Credit  Corporation  financing.  ==^=*  =® 


Don  Shula.  Tough  , 


"Enjoy  fine  dining 
with  an  ocean  view." 


TO  EUROPE: 

LONDON  •  FRANKFURT  •  GLASGOW  •  DUBLIN  •  SHANNON  •  COPENHAGEN  •  OSLO  •  STOCKHOLM 

TO  THE  ORIENT: 

TOKYO  •  SEOUL  •  TAIPEI  •  HONG  KONG  •  MANILA  •  OSAKA  •  OKINAWA  •  GUAM  •  SHANGHAI  •  KUALA  LUMPUR 


mm 


Northwest  Orient's  Regal  Imperial  service 
Europe  and  the  Orient  is  just  what  you  need  to 
Id  enjoyment  to  your  overseas  travels. 

As  a  First  Class  passenger,  you  can 
loose  from  a  variety  of  entrees  such  as  Lobster 
lermidor  or  New  York  Strip  Steak.  After  dinner, 
ittle  back  in  your  reclining  sleeper  seat  and  , 
ijoyamovie. 

The  exquisite  Executive  Class  menu 
eludes  Stuffed  Quail  and  London  Broil.  And 
;tra-wide  Executive  Class  seats  make  your  trip 
;tra  comfortable.  You'll  enjoy  a  current  movie.. 
:ereo  music.  Imported  wines  and  liqueurs.  All 


the  comfort  and  amenities  you've  come  to  expect 
on  Northwest  Orient.  Or  of  a  fine  restaurant. 

Call  your  travel  agent,  corporate  travel 
department  or  Northwest  Orient: 
(800)  447-4747  toll-free. 


People  who  know... go 

®  NORTHWEST  ORIENT 


Trends 


The  leasing  boom 

For  half  a  dozen  years  the  equip- 
ment leasing  business  has 
boomed,  propelled  by  the  high  cost  of 
borrowing,  rapid  depreciation  and  the 
bottom-line  investment  tax  credit. 
Now  interest  rates  have  dropped  to 
easily  manageable  levels,  and  the  tax 
credits  face  Congress'  budget  ax.  Can 
the  boom — the  leasing  industry  has 
been  growing  at  16%  a  year — keep  up 
the  pace?  There  are  1,500  companies 
in  the  industry,  including  giants  like 
General  Electric  Credit,  Comdisco, 
U.S.  Leasing  and  Security  Pacific.  Last 
year,  according  to  the  American  Asso- 
ciation of  Equipment  Lessors,  they 
purchased  and  leased  an  estimated 
$94  billion  worth  of  equipment — air- 
planes, trucks,  railroad  cars,  comput- 
ers and  office  and  medical  equipment. 

In  1980  the  total  leased  was  $45 
billion.  Today  30%  of  all  U.S.  equip- 
ment is  leased,  and  8  of  10  companies 
lease  rather  than  buy.  Six  years  ago 
only  5  of  10  companies  leased.  "U.S. 
companies  have  focused  on  having  ac- 
cess and  use  of  equipment  rather  than 
owning  it,"  says  Michael  Fleming, 
president  of  the  AAEL.  The  threat  of 
an  end  to  investment  credit  pushed 
many  companies  into  leasing  last  year 
to  get  in  under  the  wire,  says  Jon 
Prager,  chairman  of  Finalco  Group,  a 
McLean,  Va.  firm  that  leased  $300 
million  worth  of  equipment  in  1985. 
Fleming  thinks  the  leasing  trend  will 
continue,  especially  in  areas  like 
computers  and  airline  jets. 


Blight  in  suburbia 

Inner-ring  suburbs — those  abutting 
the  boundaries  of  central  cities — 
face  the  same  rot  the  cities  did  during 
the  Sixties  and  Seventies,  says  a  new 
study  by  John  Stahura,  a  sociology 
professor  at  Purdue.  Violent  crimes 
rose  130%  in  fringe  suburbs  from 
1970  to  1980,  compared  with  47%  in 
the  cities,  and  theft  rose  146%,  com- 
pared with  93%,  says  Stahura.  Among 
the  worst,  he  says,  are  Warren,  Mich., 
outside  Detroit;  Paramus,  N.J.,  near 
New  York,  and  Englewood,  Colo., 
near  Denver.  "These  suburbs  are  gen- 
erally in  a  state  of  flux — people  mov- 
ing in  and  out  rapidly,"  he  says.  The 
high  turnover  means  less  neighbor- 
hood spirit  and  more  crime. 


Edited  by  John  A.  Conway 

While  crime  rates  as  a  whole  are 
still  higher  in  the  cities,  Stahura  pre- 
dicts that  the  suburbs  will  soon  re- 
verse that  statistic.  As  the  upper-mid- 
dle class  is  replaced  by  poorer  mi- 
grants, revenues  in  the  suburbs  are 
dropping  and  rates  of  unemployment 
and  public  assistance  are  climbing, 
Stahura  says.  So  inner-ring  suburbs 
now  operate  largely  in  the  red.  "There 
is  virtually  no  way  to  attract  new  in- 
dustry or  taxpayers — especially  when 
there  is  little  land  available  for  devel- 
opment, higher  taxes  and  an  aging, 
deteriorating  housing  stock."  Worse, 
the  situation  is  not  likely  to  improve, 
he  says. 


Back  to  nature 

Cotton  is  king  again.  The  natural 
fiber  had  a  commanding  43%  of 
the  U.S.  textile  market  last  year,  $28 
billion  worth  at  wholesale.  That's  up 
from  34%  in  1975,  when  synthetics 


peaked,  says  William  Daddi,  a  spokes- 
man for  Cotton  Inc.,  the  U.S.  cotton 
farmers'  nonprofit  trade  group.  Why 
the  upswing?  Not  advertising  alone. 
True,  Cotton  Inc.  spends  about  $5 
million  per  year  on  advertising,  but 
synthetic  manufacturers  like  Celan- 
ese,  Du  Pont  and  Monsanto  have  each 
outspent  it  by  15-to-l,  Daddi  says. 
The  big  difference  was  the  develop- 
ment of  highly  competitive  all-cotton 
products  like  no-iron  washable  sheets 
in  1981  and  permanent-press  trousers 
last  year.  "The  baby  boom  generation 
grew  up  in  all-cotton  jeans  and  T 


shirts,  at  a  time  when  leisure  suits 
were  a  big  joke,"  adds  Daddi. 

With  world  cotton  selling  for  40 
cents  per  pound,  compared  with  55 
cents  for  U.S.  cotton,  domestic  pro- 
ducers find  it  hard  to  compete  against 
producers  like  China,  Russia  and  In- 
dia. Although  the  U.S.  holds  17%  of 
the  world  market,  exports  slid  from 
6.2  million  bales  in  1984  to  2.6  mil- 
lion bales  last  year.  But  the  new  farm 
bill  will  subsidize  domestic  farmers 
beginning  in  August,  and  that  is  ex- 
pected to  raise  cotton  exports  back  to 
5  million  bales  per  year. 


The  corporate  PACs 

Since  1974  political  action  com- 
mittees sponsored  by  corpora- 
tions have  increased  from  89  to  more 
than  1,700,  according  to  the  Federal 
Election  Commission.  Their  number 
is  likely  to  keep  growing,  says  a  recent 
poll  by  the  Conference  Board,  the 


New  York  City-based  business  re- 
search group.  They  buy  awareness  but 
not  •  votes,  the  board  concludes. 
"There  is  no  evidence  of  a  direct  link 
between  a  corporation's  giving  and 
significant  legislative  influence  on  a 
particular  issue,"  says  Catherine  Mor- 
rison, the  study's  author.  PAC  contri- 
butions among  the  200  companies  re- 
plying to  the  survey  averaged  $500  for 
House  members  and  $1,000  for  the 
Senate  in  1983-84.  The  vote-getting 
power  of  the  donations,  however,  is 
often  diluted  by  the  diverse  and  con- 
flicting political  preferences  of  busi- 
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Its  a  good  feeling  to  know 
you're  helping  build  the 

highest  quality  American 
cars  and  trucks! 


3ased  on  an  average  of  owner-reported  problems  in  a  prior  six  (6)  months 
n  a  1985  survey  of  '8V84  models  designed  and  built  in  the  U.S. 


Ben  is  among  thousands  of  Ford  employees  committed  to  producing  quality  products. 


That's  what  happens  when 
you  make  Quality  Job  1. 


Ford  •  Lincoln  •  Mercury  •  Merkur  •  Ford  Trucks  •  Ford  Tractors 


Imagination 


The  mark  of  a  superior  bank 


In  a  top  bank  the  corporate  banker  uses 
imagination  to  provide  innovative  solutions  to 
clients  with  complex  financial  needs. 

UBS  -  the  imaginative  bank. 


UBS  in  the  United  States 

Branch  Offices 

299,  Park  Avenue 
New  York,  NY  10171 

30,  South  Wacker  Drive 
Chicago,  IL  60606 

Suite  4500 
1100  Louisiana 
Houston,  Texas  77002 


444,  South  Flower  Street 
46th  Floor 

Los  Angeles,  CA  90071 
Representative  Offices 

One  Embarcadero  Center 
Suite  3805 

San  Francisco,  CA  94111 

UBS  Offices  in  Canada 

Calgary,  Montreal,  Toronto 


Head  Office 

Union  Bank  of  Switzerland 
Bahnhofstrasse  45 
CH-8021  Zurich 


This  is 
the  life. 

This  is  the  resort  that's  one  of 
a  kind.  With  a  five-star  wel 
come  and  three  18-hole 
championship  golf  courses 
19tennis  courts,  and  superb 
dining.  Plus  horseback  rid 
ing,  trout  fishing,  skeet  and 
trap,,  swimming  pools,  even 
its  own  Spa,  all  on  16,000 
glorious  Alleghany  acres 
Ask  your  travel  agent  or  call 
us  toll-free:  .800-336-5771 
in  Virginia  800-542-5734 


% 


OMES 


HOT  SPRINGS,  VIRGINIA 


ness,  executives  say.  For  the  1984 
elections,  business  interests,  includ- 
ing corporate  PACs,  gave  $24  million 
to  Republicans  and  $21  million  to 
Democrats,  reports  the  FEC.  "My 
firm  and  our  principal  competitor 
have  split  on  nearly  every  issue,"  says 
one  leading  financial  company  execu- 
tive. Contributions  do  not  have  a  tre- 
mendous impact,  says  another  PAC 
manager:  "[They]  wouldn't  even  rent 
a  vote,  much  less  buy  one."  And  of 
118  companies  surveyed  that  have  no 
PACs,  more  than  half  argue  that  busi- 
ness should  not  be  directly  involved 
in  politics. 


How  young  are  "singles"? 

The  rise  in  single-person  house- 
holds is  the  most  meaningful 
change  in  American  family  living  in 
15  years,  the  Census  Bureau  says,  but 
that  is  only  part  of  the  story.  Between 
1970  and  1980  single-person  homes 
increased  by  1.2  million,  a  90%  jump, 
compared  with  a  37%  growth  in  all 
households.  Since  1980  singles  under 
25  have  come  down  by  402,000, 
which  the  census  takers  think  is  be- 
cause young  adults  chose  to  live  with 
parents  rather  than  setting  up  on  their 

Patrick  McDonnell 


own.  Philip  Lempert,  who  runs  a  food- 
product  ad  agency  in  Belleville,  N.J. 
and  reports  on  census  findings,  agrees 
that  high  living  costs  are  keeping 
young  people  at  home,  but  he  sus- 
pects that  by  focusing  on  the  young, 
marketers  are  overlooking  other  char- 
acteristics of  the  one-person  home. 
Census  figures,  for  example,  show 
12.7  million  women  and  7.9  million 
men  living  alone.  But  the  median  age 
for  women  is  a  silver-haired  65.5 
years,  compared  with  41.1  for  men. 
What's  more,  Lempert  points  out,  at 
least  26%  of  these  women  are  75  or 
over,  compared  with  only  9%  of  sin- 
gle-household men. 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  details  on  how  our  office  automation  systems 
can  help  your  company, call  1-800-4- Harris,  Ext.  11. 
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Cushman  &Wakefield 

Business  America's 
Real  Estate  Firm. 


Cushman  &  Wakefield  is  the  nation's  largest  firm  the  largest  transactions  in  business  real  estate  history,  yet  01 

exclusively  serving  the  needs  of  business  in  American  smaller  transactions  number  in  the  thousands, 

real  estate.  We  combine  Wall  Street  financial  expertise  with  70 

Our  more  than  60  offices  are  staffed  with  professionals        years  of  real  estate  brokerage.  And  our  appraisal  group  is 
who  can  draw  from  their  in-depth  experience  to  offer  Amer-         America's  largest  real  estate  appraiser, 
ica's  business  leaders  invaluable  resources.  From  financial  It's  no  wonder  our  revenue  has  multiplied  over  100  tirr 

to  commercial  and  brokerage  services  —  ■^feH  MA  A  Al  O     m  tne  'ast  two  decades, 

to  development  consulting  to  property  ^^^B  ■3%tiWM^^^I  ^  ^or  a"  tnese  reasons  ancl  more- 

management.  %^F^v^K?mUSS|  Cushman  &  Wakefield  is  Business 

Cushman  &  Wakefield  has  arranged  ifFCll"  I       1    America's  real  estate  firm. 


A  ROCKEFELLER  GROUP  COMPANY 


Nor  rain,  nor  snow,  nor  . . . 

Oil  is  down,  but  electricity  is  up,  so 
conservation  is  still  the  watch- 
word, at  least  for  the  U.S.  Postal  Ser- 
vice. Its  $20  million  distribution  cen- 
ter now  a-building  on  New  York's 
Long  Island  will  include  about  $2  mil- 
lion for  50  unconventional  energy  sys- 
tems and  materials  to  cut  power  use  by 
74%  and  energy  bills  by  $700,000  a 
year  for  the  next  two  decades.  De- 
signed by  North  Hills,  N.Y.'s  Spector 
Group  and  Douglas  Wilke,  a  mechani- 
cal engineer  and  energy  consultant  in 
Glen  Head,  N.Y.,  the  260,000-square- 
foot  facility  will  use  an  aquifer-based 
heating  and  cooling  system.  In  sum- 
mer it  will  take  cool  water  from  the 
ground  at  one  end  of  the  building  for 
air-conditioning  and  return  it,  now 
warmed,  to  the  ground  at  the  other 
end.  In  winter  the  system  will  recircu- 
late the  water,  removing  the  stored 
heat,  via  heat  pump,  to  warm  the 
building.  A  General  Electric  radio  sig- 
nal system  will  brighten  and  dim  high- 
pressure  sodium  lights,  depending  on 
the  amount  of  natural  light  coming 
through  skylights  and  on  the  schedule 
at  various  workstations.  A  white  roof 
will  cut  roof  temperatures  in  summer 
from  more  than  160  degrees  Fahren- 
heit to  under  105  degrees.  Interior 
walls  will  be  painted  to  reflect  light.  If 
all  goes  well,  the  building  will  be  used 
as  a  model  for  other  Postal  Service 
distribution  centers. 


Life  after  50 

Workers  over  50  scored  high  on  a 
new  survey  of  400  employers  by 
Yankelovich,  Skelly  &  White,  the 
New  York  City  research  firm.  An  im- 
pressive 90%  of  the  employers  agreed 
that  "the  cost  of  older  workers  is  jus- 
tified," says  Florence  Skelly,  even 
though  they  tended  to  be  less  gung  ho 
and  less  aggressive  than  younger  em- 
ployees. The  over-50s  ranked  high  on 
attendance,  punctuality,  practical 
knowledge  and  experience,  reliability 
and  emotional  stability.  The  "nega- 
tive perceptions,"  as  Skelly  put  it, 
were  in  flexibility,  adaptability  and 
"aggressive  spirit."  The  survey  (fi- 
nanced by  the  American  Association 
of  Retired  Persons)  also  exploded 
some  shibboleths  about  older  work- 
ers. Only  one  employer  in  six,  for  in- 
stance, said  health  insurance  for  a  55- 
year-old  was  extremely  costly;  one  in 
three  said  it  was  costly  for  a  30-year- 
old  with  two  dependents.  The  inabil- 
ity to  adapt  new  technologies  was  "a 
bit  of  a  problem,"  according  to  Skelly, 
but  she  noted  that  this  might  be  sim- 


"  When  your  waking  hours  are  consumed 
developing  new  ways  to  make  money, 
you  sleep  easier  with  a  bank  that's  awake  to  your 

personal  interests."  Paul  Greenwood 

Wall  Street  partner 


Managing  the  personal  banking  needs  of  professional 
money-makers  is  a  natural  occupation  for  us.  Please 
contact  Thomas  Clark,  Senior  Vice  President,  United  States 
Trust  Company  of  New  York,  45  Wall  Street,  New  York, 
NY  10005,  (212)  806-3489. 


USTrust 


When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


"Harris  high  technology  and  Lanier  service. 
What  more  could  you  ask  for  in  office  automation?" 


FOR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

Find  out  more  about  the  best  of  both  worlds  in  office 
automation,  call  1-800-4-Harris,  Ext.  37. 
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We  Don't 


Door 
When 


W     W         v  11  lid  LjUCdllUl; 

Close  the 


Some  computer  stores  will  sell  you  a  system  and  cd 
veniently  forget  to  discuss  critical  issues  like  serv 
and  support.  Especially  if  they  don't  provide  the] 

Not  ComputerLand!  When  you  buy  a  system  frc 
1  A  jo  us' we  want  t0  ^ear  fr°m  y°u  a§a^n- Even  ^  something's  wror 
\  V  If  it's  questions  about  your  hardware  or  software,  help  1 

quick  phone  call  away.  Just  call  yo 
local  store  and  a  professionally  trains 
member  of  the  ComputerLand  tea 
«g  will  help  you  on  the  sp 

^^^|  \  It's  usually  that  simpi 

k^C4UL\*/#  If,  on  occasion,  there's  an  equipment  problem,  it's  al 

good  to  know  that  every  ComputerLand  store  maintains 
fully-staffed,  full-time  service  department.  So,  chances  are,  we  can  fix  yo 
system  at  the  store  where  you  bought  it.  Or  any  other  ComputerLand  locatio 
Rather  than  shipping  it  back  to  the  manufacturer  or  subcontracting  to  son 

repair  shop  across  ton 

In  many  cases,  we'll  go  even  further— all  the  way  to  your  place  of  business 

and  fix  your  system  right  where  it  i 

Service  and  support  AFTER  the  sale.  Critically  important.  Often  overlooke 

Always  included  at  ComputerLan 
That's  one  more  reason  you  can  count  on  u 

^■k  ■        ■  ■ 

JHr^^B  .^M^.  ^HByHHt  .^HHk  Hi  IHHHI.^HH^        I  ^^^^  I 

HHHflnBapHB  I         ^"liByiWa  afi  ifll     Hkfll    H)Hl  ComputerLand  is  a  registered  servicer 

wJb^flWH^^HlHY^HjHlHTJHH  MIhi  hTm^^hf  h>  Iht^hIhT^bU 

*«r  Hb  &m  Hb  1H  HH'  wAh^f  vAl^Hi^B^  Hh  vJ  B^B  1^1   HF        10  is 

^^H^  ™»  Ih-3s  Hi  HJ  ^H^^  ^Hl  Hi     ^HBI  ^HJ  I  ^H^^  ComputerLand  Corporation. 

The  one  thing ■  to  know  about  computers." 


pie  skepticism.  The  history  of  office 
automation,  the  report  noted,  "has 
hardly  been  one  of  unbroken  succes- 
ses." Many  employers  did  say  the  old- 
er hands  needed  to  upgrade  their 
skills,  but  most  of  them  thought  no 
new  federal  regulation  was  needed  to 
protect  their  rights. 


Down -home  banking 

Bank  executives  in  the  South  toe  a 
straighter  line  on  many  issues 
than  their  counterparts  elsewhere, 
says  a  survey  conducted  by  Lamahe 
Associates  Inc.,  a  New  York-based  ex- 
ecutive search  firm.  In  this  age  of  non- 
bank  banks,  loan  management  is  con- 
sidered the  number  one  job  by  only 
46%  of  executives  in  the  nation's  top 
50  banks.  But  in  the  Southeast  71% 
give  that  top  priority.  Only  30%  of 
bank  executives  nationally  approve  of 
aiding  an  ailing  bank,  but  57%  of 
southern  bankers  do.  And  not  one  of 
the  Southeast  executives  surveyed  be- 
lieves in  making  more  international 
loans  to  debtor  nations:  78%  had  a 
specific  objection,  and  the  rest  were 
undecided. 


Don't  go  near  the  water 

Tap  water  may  be  free,  but  Ameri- 
cans seem  to  be  shunning  it.  Bot- 
tled water  sales  have  reached  $1  bil- 
lion and  are  growing  at  15%  a  year, 
says  the  International  Bottled  Water 
Association  in  Alexandria,  Va.  About 
80%  of  it  is  delivered  in  five-gallon 
jugs;  the  rest  is  sold  in  jugs  at  the 
supermarket.  California,  Florida,  Tex- 
as and  Arizona  lead  in  consumption, 
but  it  is  climbing  elsewhere.  The  in- 
dustry is  growing  so  fast,  in  fact,  that 
giants  like  Beatrice  Bottled  Water, 
with  its  Arrowhead  and  Great  Bear 
brands,  McKesson's  Sparkletts  and 
the  Perrier  Group  have  been  joined  by 
Anheuser-Busch,  which  bought  the 
Saratoga  Springs  brand  in  New  York 
and  Sante  in  California.  Soft  drink 
bottlers  are  giving  water  a  close  look 
as  well.  But  that's  only  part  of  the 
story.  Americans  are  buying  water  fil- 
tration systems  to  the  tune  of  $175 
million  a  year,  says  the  Water  Quality 
Association  in  Lisle,  111.,  and  sales  are 
climbing  20%  a  year.  "This  is  not  like 
Hula  Hoops  or  Cuisinarts,"  says  Gary 
DiCamillo,  vice  president  of  Bea- 
trice's Culligan,  a  leader  in  filtration 
systems.  "It  is  emerging,  and  it  will  be 
long  term."  Others  in  the  field:  Com- 
mercial Shearing's  Cuno,  Amway, 
Sears  and  Teledyne's  Waterpik. 


The  key  to  a  successful  business  park 
isn't  all  business. 

It's  all  the  extras  you  get  at  Miami  Lakes  Business  Park— like  golf, 
the  Athletic  Club,  restaurants,  lounges  and  Main  Street 
shopping  that  help  you  unwind  after  a  hard  day  of  work. 

Another  reason  why  the  park  is  so  successful  is 
its  newest  and  most  exciting  addition,  Governors 
Square.  Built  on  a  46-acre  lake,  Governors  Square 
offers  serene  lake  views  from  its  many  corner 
offices— An  incomparable  working  environment. 

So,  move  your  business  to  Miami  Lakes 
Business  Park  today  and  watch  it  grow  in  this 
unique,  healthy  and  invigorating  environment. 

Miami  Lakes  Business  Park,  6843  Main  St, 
Miami  Lakes,  FL  33014,  (305)  821-1130. 


Governors  Square.  Miami  Lakes  Business  Park. 


We  chose  the  Harris  Challenger  for  price/ performance, 
flexibility  and  IBM™  3270  compatibility:' 


"Sounds  more  like  the  Champion 
than  the  Challenger" 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  details  on  how  Harris'  interactive  terminal  systems 
can  plug  into  your  needs,  call  1-800-4-Harris,  Ext.  38. 
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\e  best  friend  your  y  teeth  can  have. 

You  should  also  know  Delta  offers  you 
/our  company  the  most  sophisticated 
:ontainment  system  in  the  business. 

To  find  out  why  a  Delta  Dental  Plan 
nembered  long  after  a  small  raise 


is  forgotten,  call  1-800-441-3434. 
Well  send  you  10  solid  reasons. 
Until  then,  stay  in  tune. 


The  Delta  Dental  Plan 

I  Americas  First,  Leading  and  Largest 


Follow-Through 


THE  KNICKERBOCKER 
CHICAGO 


A  proud  history  repeats  itself. 

During  the  1920s, 'Hie  Kni<  kcrbocker 
Hotel  proudly  began  a  history  of  taste  and 
elegance  on  Chicago's  Gold  Coast. 

.Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  this  tradition  of 
grace  and  charm.  Come  visit  The 
Knickerbocker... as  we  carry  on  our 
proud  history. 

At  the  Top  of  the  Magnificent  Mile. 
Walton  Place  at  North  Michigan  Avenue. 
(800)  621-8140.  (312)  751-8100 

IwrmoffbTEis' 
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Call:  212-620-2243 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
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New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
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$42  □  3  years  $84  (the  equivalent  of 
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air  to  Europe,  add  $35. 

ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name      (please  print] 


New  Address 


City 


State 


Date  of  address  change 


F  3820 


More  bounce  to  the  ounce 

W'  orld  War  II  and  the  Korean  War 
created  a  synthetic  rubber  indus- 
try, but  even  a  decade  ago  the  natural 
product,  the  stuff  from  trees,  not  test 
tubes,  still  accounted  for  almost  a 
third  of  all  the  rubber  used  in  the 
world  (Forbes,  Dec.  15,  1977).  Con- 
sumption was  3.8  million  tons  a  year, 
and  some  experts  predicted  10  million 
by  the  1990s. 

Those  predictions  proved  too 
bouncy,  but  natural  rubber  is  still 
more  than  holding  its  own.  A  major 
factor  was  the  switch  from  bias-type 
automobile  tires  to  radials,  which 
need  up  to  twice  as  much  natural  rub- 
ber (primarily  because  the  tree-grown 
product  generates  less  heat).  Tires  for 
aircraft  and  off-the-road  earth-moving 
equipment  need  even  more. 

At  the  end  of  the  Seventies,  U.S. 
automakers  began  specifying  radials 
as  original  equipment  (they  were  al- 
ready an  old  story  in  Europe),  thus 
increasing  the  pressure  for  natural 
rubber.  By  1985,  according  to  the  Rub- 
ber Manufacturers  Association,  natu- 
ral rubber  accounted  for  555,740  met- 
ric tons,  about  a  third  of  total  tire 
consumption.  Overall  use  is  up,  too. 
According  to  James  Walsh,  who  heads 
natural  rubber  buying  for  Goodyear, 
the  world's  number  one  tire  producer, 
natural  rubber  accounted  for  4.3  mil- 
lion tons  of  the  13.3  million  used  last 
year.  By  the  1990s  he  expects  natural 
rubber's  share  to  amount  to  5  million 
of  the  15-million-ton  total. 

Goodyear  is  stepping  up  its  interest 
in  natural  rubber.  Earlier  this  year,  for 
instance,  the  Akron  company  opened 
a  $1  million  laboratory  in  Singapore 
to  find  out  more  about  it.  The  loca- 
tion was  logical  since  an  increasing 


Harvesting  rubber  in  Malaysia 
When  trees  beat  test  tubes. 


share  of  world  rubber  production  is 
concentrated  in  the  Far  Pacific — Indo- 
nesia, Malaysia,  Thailand.  "With  the 
increase  in  automation,"  Walsh  says, 
"we  need  more  uniform  raw  mater- 
ial." The  new  lab  will  concentrate  on 
things  like  the  molecular  structure  of 
rubber.  That,  Walsh  says,  will  tell 
tiremakers  the  effects  on  rubber  of 
various  ways  of  washing  and  hanging 
and  tapping  the  trees. 

A  big  reason  for  all  this,  says  Walsh, 
is  that  so  much  rubber  comes  from 
small  farms  of  about  10  acres.  Thai- 
land, he  notes,  is  now  the  world's 
third-largest  producer,  and  99%  of  it 
is  from  small  farmers.  Training  them, 
Goodyear  reasons,  will  improve  the 
raw  material  it  needs. 


Harris  who? 

We  are  doing  a  lot  of  the  right 
things;  we  just  haven't  quite  got- 
ten the  right  results."  Those  were  the 
frank  words  with  which  Joseph  Boyd, 
chairman  of  Harris  Corp.  in  Mel- 
bourne, Fla.,  described  in  1984  the 
firm  he  had  built  into  a  high-technol- 
ogy company  selling  more  than  $2 
billion  in  information  processing, 
communications  and  microelectron- 
ics (Forbes,  Dec.  17,  1984). 

When  John  T.  Hartley,  now  presi- 
dent, takes  over  as  chief  executive 
this  month  from  his  old  engineering 
colleague  (Boyd  stays  as  chairman),  he 
will  be  running  a  company  with  huge 
opportunities  but  not  a  few  problems. 

Harris  is  a  major  producer  of  semi- 
conductors, but  industry  overcapacity 
and  a  downturn  in  computers  cut  op- 
erating profits  by  two-thirds  last  year, 
despite  sales  gains  of  16%.  Harris  also 
had  25%  of  its  total  business  abroad. 
And  in  communications,  50%  was 
overseas,  mostly  with  oil  producers. 
As  oil  flooded  OPEC,  those  sales  were 
halved.  But  government  division 
sales,  40%  of  Harris'  business,  were 
up  25%.  The  company  supplies  elec- 
tronic data  systems  for  the  multi- 
billion-dollar  B-l  bomber,  for  in- 
stance, and  this  year  it  landed  $50 
million  in  contracts  to  supply  a  simi- 
lar system  for  Italy's  Agusta  military 
helicopters. 

All  in  all,  earnings  were  flat  in  1984 
and  1985.  Beneath  the  surface, 
though,  much  progress  is  being  made. 

A  few  years  back,  marketing  was  a 
principal  weakness.  In  1983  Boyd  paid 
$280  million  in  stock  to  acquire  La- 
nier, the  Atlanta-based  office  ma- 
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From  generation  to  generation, 
diabetes  is  carried  on  by  the  inevitable  force  of  genetic  predestination. 
But  Upjohn  is  working  to  change  that  destiny. 


iince  the  1950 s,  the  people 
Jpjohn  have  been  developing 
iicines  to  help  the  diabetic. 
5ut  beyond  helping  people 
with  disease,  we'd  like  to  see 
ryone  living  without  it. 
'hrough  our  Chinese  hamster 
»ny,  the  only  one  in  the  U.S. 
oted  solely  to  diabetes  re- 
rch,  we  have  made  significant 
•overies  about  the  relationship 
ween  diabetes  and  nutrition. 


And  recent  research  has  shown 
that  instead  of  having  inadequate 
insulin  levels,  many  diabetics 
in  fact  have  inadequate  levels  of 
insulin  receptors. 

So  we're  working  to  find  ways 
to  increase  these  receptors  in 
diabetics  so  their  bodies  can  take 
full  advantage  of  the  insulin 
which  is  there. 

For  nearly  100  years,  we've 
searched  for  new  answers  to  help 


improve  the  quality  of  life.  And 
searching  for  more  will  make  our 
second  century  of  caring  even  mot  e 
exciting  than  the  first. 

For  a  free  booklet  "What  You 
Should  Know  About  Diabetes'' 
write  CARING,  Department  I) KB, 
RO.  Box  2497,  Kalamazoo, 
Michigan  49003. 


Upjohn 


Master  of  possibilities:  John  Huston. 


■lane  '«>a«MwaBM^HW 


Substance  separates 
film  from  movies'.' 


I'm  not  knocking  'movies.'  We  all  need  entertainment.  But  to 
really  reach  people,  make  a  statement  of  lasting  substance,  you 
have  to  have  a  theme  of  substance. 

'The  Treasure  of  the  Sierra  Madre'  has  not  abided  all  these 
years  simply  because  it  was  an  adventure  movie.  It  focused  on 
a  bigger  issue— the  possibilities  of  life. 

I  always  look  for  substance  in  everything.  I  choose  the 
Gold  MasterCard®  because  it  widens  my  possibilities  with 
universal  acceptance  and  recognizes  my  needs  and  success 
with  a  substantial  credit  line. 

The  Gold  MasterCard  gives  me  definite  advantages  in 
directing  my  biggest  film  of  all. . .  my  life.  Which  at  times, 
quite  frankly,  can  run  like  a  movie. 


Master 
The  Possibilities 


HOTEL 


NEW  YORK 


A  class  of  one  in  New  York. 
A  class  of  two  in  the  world. 


Hotel  Plaza  Athenee 
37  East  64th  Street 
New  York,  New  York  10021 
212-734-9100 

TRUSTHOUSE  FORTE  EXCLUSIVE 

800-223-5672 


Hotel  Plaza  Athenee 
25  Avenue  Montaigne 

75008  Paris 

47.23.78.33 

A  member  of 

'ThfJeadingHotels  ofthfWorid* 

(800)  223-6800 


MANY  ARE  CALLED.  FEW 
ARE  CHOSEN. 


.   At  Managaji^PPPtruiters,  we  know 
^rr.  where  to  look  and  what  to  look  for. 

Our  Account  Executives  are  specialists 
in  the  industries  they  serve.  They're 
active  in  your  marketplace  every  day. 
We  interface  with  a  million  prospective 
candidates  each  year,  but  recommend 
less  than  ten  percent  of  them.  We  don't 


think  our  clients  should  waste  their 
time  seeing  anyone  but  the  best. 

Management  Recruiters  is  recog- 
nized as  the  largest,  most  effective 
search  firm,  anywhere.  And  when 
you're  trying  to  fill  a  crucial  position,  it 
makes  sense  to  go  straight  to  the  top. 


EE 


MANAGEMENT 
RECRUITERS 

The  search  and  recruitment  specialists. 
Over  300  offices  nationwide. 


Look  in  the  White  Pages  for  the  Management  Recruiters  office  nearest  you. 


Harris' John  Hartley 

Will  the  survivor  become  a  winner? 


chine  company,  primarily  for  its 
3,500-man  sales  force.  After  some  tin- 
kering, he  and  Hartley  think  that  they 
have  Harris  structured  the  way  they 
want  it.  Lanier's  word  processor  sales 
force  was  assigned  to  Harris'  busi- 
ness-information systems.  Its  copiers 
were  spun  into  a  joint  venture  with 
3M.  But  Lanier's  dictation  machines 
were  left  alone. 

Harris'  biggest  problem,  however, 
was  identity.  People  tended  not  to 
think  of  Harris  as  high  tech  and  office 
automation.  It  made  its  name  in 
printing  as  Harris-Intertype  in  Cleve- 
land. After  acquiring  Radiation,  Inc. 
(and  Boyd  with  it)  and  moving  into 
high  tech  in  1967 — and  Florida  in 
1978 — the  firm  stayed  in  printing  un- 
til 1983,  when  it  shed  the  last  of  it  in  a 
$250  million  buyout.  (To  complicate 
things,  the  new  printing  company, 
Harris  Graphics,  not  only  kept  the 
Harris  name  but  also  located  in 
Melbourne.) 

A  couple  of  years  ago  Harris  started 
an  advertising  campaign  to  catch  up 
with  rivals  like  IBM  and  Wang  (nei- 
ther Boyd  nor  Hartley  considers  Xerox 
to  be  real  competition  in  office  auto- 
mation). But  it  was  still  Harns-who? 
to  too  many  customers.  Last  year  Ray- 
mond Oglethorpe,  marketing  vice 
president,  came  over  from  IBM  to 
work  on  the  company  image.  He 
changed  Harris'  wordy  technical  copy 
to  the  "For  your  information,  our 
name  is  Harris"  theme.  This  year  he 
tried  moving  into  television  and  add- 
ing humor,  with  the  husband-and- 
wife  team  of  ferry  Stiller  and  Anne 
Meara,  who  made  their  mark  plugging 
Blue  Nun  wine. 

Hartley  and  Boyd  are  convinced 
their  organizational  and  marketing  re- 
jiggering  will  help  and  are  certain 
earnings  will  get  better.  The  drop  in 
the  dollar  should  help  overseas. 
Pleased  but  still  far  from  complacent, 
Boyd  sums  up  Harris  as  "a  strong  sur- 
vivor, but  not  yet  a  winner." 
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The  typical  computer 
system  forces  program- 
mers to  spend  so  much 
time  maintaining  existing 
programs  that  new  ones 
(and  the  people  who  need 
the  information)  just  have 
to  wait.  Sometimes  as 
long  as  a  year. 

At  Burroughs,  we  be- 
lieve that  to  keep  you 
competitive,  a  computer 
has  to  give  you  the  answers  j 
you  want  when  you 
want  them.  Or  frankly,  it's 
not  worth  the  carton  it 
comes  in. 

That's  why  we  devel- 
oped LINC— a  unique 
software  tool  that  writes 
virtually  all  the  coding 
programmers  would  oth- 
erwise do  manually.  In- 
creasing their  productivity 
as  much  as  ten  times.  So 
program  maintenance  is 
drastically  reduced.  New 
programs  actually  get 
written.  And  you  get  the 
information  you  need. 

In  addition,  program- 
mers can  use  LINC  to 
further  customize 
Burroughs  software.  With 
very  little  effort,  LINC 
can  adapt  that  software  to 
fit  the  needs  (or  idiosyn- 
cracies)  of  just  about  any 
business. 

And  LINC  is  just  one 
example  of  Burroughs' 
commitment  to  making 
our  systems  and  our  cus- 
tomers the  most  produc- 
tive around. 

So  why  let  a  case  of 
terminal  backlog  slow 
down  your  business,  when 
you  could  get  back  up  to 
speed  with  Burroughs. 

Burroughs 


WINNING  ISN'T  EVERYTHING,  BUT  Tl 


Possession  of  an  extraordinary  inner 
drive  is  what  marks  certain  individuals 
as  destined  to  succeed. 

Possession  of  an  extraordinary  driv- 
ing (or  riding)  machine  is  what  distin- 
guishes those  individuals  who  have  fulfilled 
this  prophecy.  And  then  some. 

The  limited  production  BMW635CSi 


such  as  this  from  Road  &  Track:  "As 
motive  sculpture,  it's  a  Rodin." 

Although  given  the  exceptions 
bility  of  this  particular  sculpture,  Cal 
might  be  a  better  analogy.  After  all 
635CSi  can  propel  four  adults  coa 
in  hand-stitched  leather  luxury  to  60 
mph  in  a  time  more  commonly  assoij 

"  Manufacturer  's  suggested  retail  price.  $41 .965  Actual  price  depends  upon  dealer  Price  excludes  state  and  local  taxes,  dealer  prep  and  handling  charges.  ©1985  BMW  of  North  America.  Inc  The  BMW  trad 


pictured  here,  for  example,  is  priced  in 
excess  of  $40,000*  Nearly  twice  the  av- 
erage household  income,  let  alone  the 
price  of  the  average  car. 

But  then,  average  wasn't  the  opera- 
tive word  in  its  design.  Perfection  was. 

So  it's  hardly  surprising  that  the 
635CSi's  classic  styling  inspires  paeans 


tOPHIES  DO  HAVE  A  CERTAIN  APPEAL. 


wo-seater  sports  cars.  And  bring 
to  a  safe  halt  using  BMW's  ABS  anti- 
irakmg  system. 

\nd,  in  the  foreground,  is  yet  another 
pie  of  this  uncompromising  philos- 
The  BMW  K100  RS.  A  four-cylinder, 
tc  motorcycle  whose  low  center  of 
y  and  extremely  broad  power  band 


are  registered  European  Delivery  can  be  arranged  through  your  authorized  U  S  BMW  dealer 


make  it,  as  Cycle  News  put  it,  "a  taut, 
precise  handling,  reliable  and  easy  to  ride 
motorcycle;  a  gentleman's  motorcycle." 

However,  while  both  the  K100  RS 
and  635CSi  can  be  viewed  in  one  context 
as  trophies,  they  do  hold  a  pronounced  ad- 
vantage over  all  such  static  tributes 
to  your  achievement.  The  opportunity  to 


relish  them  daily  on  a  surface  vastly  more 
exciting  than  your  mantelpiece. 

Comprehensive  financing  and  leas- 
ing programs  are  now  available 
at  all  participating  BMW 
dealers  through  the  new  BMW 
Credit  Corporation. 

THE  ULTIMATE  DRIVING  MACHINE. 


Readers  Say 


Contel  Executone 


Sound  mania 

Sir:  Your  Mar.  24  cover  story  ("Fund 
Mania")  overstates  the  risks  of  gov- 
ernment bond  mutual  funds  while 
overlooking  the  advantages.  Investing 
in  U.S.  government  bond  funds  in  the 
low-inflation  environment  of  the 
mid-1980s  is  fundamentally  different 
than  was  investing  in  certain  specula- 
tive stock  funds  in  the  1960s. 

These  funds  have  found  a  way  of 
making  available  to  the  average  inves- 
tor the  highest  interest  rate  obtain- 
able through  portfolio  investments 
previously  accessible  only  to  large  in- 
stitutional investors  or  the  wealthiest 
individuals.  You  ignore  steps  initiated 
by  the  industry  over  six  months  ago  to 
enhance  investor  disclosure.  The  fund 
industry  has  already  adopted  a  volun- 
tary measure  requiring  bond  fund  ads 
that  quote  yields  to  illustrate  clearly 
changing  net  asset  values  and  to  state 
that  yields  will  also  fluctuate. 
— David  Silver 
President, 

Investment  Company  Institute 
Washington,  DC 


Valuable  disclosure 

Sir:  In  "Understanding  Murdoch" 
(Mar.  10)  your  comparison  of  Austra- 
lian accounting  for  News  Corp.  Ltd.  by 
U.S.  and  Australian  standards  implies 
that  there  is  something  good  about 
American  standards.  Murdoch,  by 
writing  up  the  value  of  his  assets  on  a 
regular  basis,  using  within  Australia  a 
"certified  valuer,"  is  more  honestly 
keeping  shareholders  advised  of  the 
underlying  value  of  the  company. 
— Robert  Kahn 
Lafayette,  Calif. 


Pointed  thought 

Sir:  Re  your  (Mar.  10)  article  concern- 
ing how  your  computer-picked  portfo- 
lios haven't  done  as  well  as  your  old 
dart  fund.  Maybe  I  should  cancel  my 
Forbes  and  buy  darts. 
— -John  A.  Trecaso 
Akron,  Ohio 


Still  battling 

Sir:  Thank  you  for  your  support 
("Booting  Iacocca  Was  So  Dumb," 
Fact  and  Comment,  Mar  10).  I  have 
received  more  than  2,000  letters  and 


telegrams  so  far — most  of  them  ex- 
pressing outrage  and  concern  that 
their  money  will  be  properly  spent 
and  that  Ellis  Island  will  be  restored 
as  a  fitting  memorial. 

I'm  doing  everything  in  my  power 
to  make  certain  that  the  funds  are 
spent  in  a  manner  that  would  make 
our  ancestors  proud. 
— Lee  A.  Iacocca 
Chairman  and  Chief  Executive, 
Chrysler  Corp. 
Detroit,  Mich. 


Jonathan  Pite/Imernational  Stock 


Ellis  Is/and 


How  will  the  money  be  spent? 


Slow  progress 

Sir:    I    appreciated    your  editorial 
"Break  Up  The  Pentagon"  (Fact  and 
Comment  II,  Mar.  24).  Slowly  but  sure- 
ly, our  reform  ideas  are  being  dissemi- 
nated into  wider  circulation;  we  can 
only  hope  that  from  greater  awareness 
will  come  support  for  action. 
—Jim  Courter  (R-N  J.) 
House  of  Representatii  <es 
Washington,  D  C. 

Sir:  Congressman  Courter  says, 
"Throughout  the  Defense  Depart- 
ment, staff  personnel  should  be  sharp- 
ly reduced,"  and  you  go  on  to  say, 
"Until  such  effective  measures  are 
taken,  we  won't  get  our  money's 
worth  of  defense." 

One  could  insert  [the  name  of]  any 
department  within  the  bureaucracy 
and  the  comments  would  certainly  be 
appropriate. 
—Donald  C.  Dahl 
Reading,  Pa. 


Cheap  rider 

Sir:  The  article  "How  not  to  buy  insur- 
ance" (Feb.  10)  refers  to  "something 


'ALABAMA  Birmingham,  Gadsden,) 
Huntsville,  Mobile,  Montgomery 
'ALASKA  Anchorage,  Fairbanks 

•  ARIZONA  Phoenix,  Tucson  'AR- 
KANSAS Fori  Smith,  Little  Rock, 
Springdale,  Texarkana  •  CALIFORNIA 
Anaheim,  Bakersfield,  Chatsworth, 
City  of  Industry,  Dublin,  Fresno, 
Modesto,  Rancho  Cordova.  Rancho 
Mirage,  Redding.  Riverside,  San  Brunol 
San  Diego.  San  Jose,  Santa  Maria, 
Santa  Rosa,  Ventura  •  COLORADO  \ 
Colorado  Springs,  Denver,  Glenwood 
Springs,  Pueblo,  Steamboat  Springs, 
Sundance  Plaza  •  CONNECTICUT 
East  Hartford,  Norwalk  •  DELAWARE 
Wilmington  •  FLORIDA  Ft.  Lauder- 
dale, Ft.  Myers,  Jacksonville,  Miami, 
Orlando.  Pensacola,  Tampa,  West  Palm 
Beach  •  GEORGIA  Marietta,  Savannah 

•  HAWAII  Honolulu  •  IDAHO  Boise, 
Idaho  Falls,  Pocatello,  Twin  Falls 

•  ILLINOIS  Burr  Ridge.  Champaign, 
Peoria,  Schiller  Park,  Springfield 

•  INDIANA  Evansville,  Fort  Wayne, 
Indianapolis,  South  Bend  *IOWA 
Davenport,  Des  Moines,  Dubuque, 
Sioux  City  •  KANSAS  Liberal,  Overland 
Park,  Shawnee  Mission,  Wichita  Falls 

•  KENTUCKY  Fort  Wright.  Lexington. 
Louisville,  Paducah  •  LOUISIANA 
Alexandria,  Baton  Rouge,  Houma. 
Lafayette,  Lake  Charles,  Metairie,  Mor- 
gan City,  Shreveport,  West  Monroe 

•  MAINE  Bangor,  Caribou,  Yarmouth 

•  MARYLAND  Gaithersburg.  Hagers- 
town,  Linthicum  Heights,  Salisbury 

•  MASSACHUSETTS  Auburn,  Spring-] 
field,  Watertown  •  MICHIGAN  Grandl 
Rapids,  Holt,  Kalamazoo,  Marquette, 
Muskegon,  Traverse  City,  Troy  •  MIN- 
NESOTA Albert  Lea,  Eau  Claire.  Min- 
neapolis. Rochester.  St.  Paul,  Winona 

•  MISSISSIPPI  Jackson,  Pascagoula, 
Tupelo  •  MISSOURI  Cape  Girardeau, 
St.  Louis,  Springfield  •  MONTANA  Bill 
ings.  Bozeman  •  NEBRASKA  Omaha. 
Scotts  Bluff  •  NEVADA  Las  Vegas, 
Sparks  •  NEW  HAMPSHIRE  Stratham 
.  NEW  JERSEY  Edison,  Fairfield. 
Marlton,  West  Trenton  •  NEW  MEXICO 
Albuquerque,  Roswell.  Santa  Fe  •  NEW 
YORK  Albany,  Elmira  Heights,  James- 
town. Long  Island  City,  New  York, 
Rochester,  Rock  Tavern,  South  Haup- 
pauge,  Syracuse,  Vestal,  West  Amherst 

•  NORTH  CAROLINA  Charlotte, 
Durham,  Fayetteville.  Greensboro,  New 
Bern,  Raleigh,  Wilmington  •  NORTH 
DAKOTA  Mandan  •  OHIO  Akron,  Cin 
cinnati,  Columbus,  Dayton,  Lima, 
Newton  Falls,  Perrysburg.  Warrensville 
Heights  •  OKLAHOMA  Oklahoma 
City,  Ponca  City.  Tulsa  •  OREGON 
Portland  •  PENNSYLVANIA  Allen- 
town.  Dupont.  Ebensburg,  Erie.  Le- 
moyne.Norristown.  Pittsburgh. 
Reading,  Williamsport.  York  •  RHODE 
ISLAND  East  Providence  •  SOUTH 
CAROLINA  Charleston.  Greenville, 
West  Columbia  •  SOUTH  DAKOTA 
Pierre,  Rapid  City,  Sioux  Falls,  Spearfish 

•  TENNESSEE  Arlington,  Chatta- 
nooga. Germantown,  Jackson,  Kings- 
port,  Knoxville.  Nashville  •  TEXAS 
Abilene,  Amarillo.  Austin,  Corpus 
Christi,  Dallas.  El  Paso.  Fort  Worth. 
Houston.  Longview.  Lubbock.  Midland 
San  Antonio.  Temple.  Tvler,  Wichita 
Falls  •  UTAH  Murray.  St.  George  •  VER 
A/O/vTRutland.Williston*  VIRGINIA 
Fairfax,  Norfolk.  Richmond.  Roanoke 

•  W4S///7VG:rCWKennewick.  Seattle. 
Spokane.  Tacoma  •  WEST  VIRGINIA 
Dunbar*  WISCONSIN Appleton, 
Menomonee  Falls.  Madison.  Wausau 


CONTfL  EXECUTONE 

5550  Triangle  Parkway,  Norcross,  Georgia  30092 
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How  to  manage  the  pains  of  sudden  growth. 


fall  No.  2  SUDDEN  GROWTH 


You  plan.  But  sometimes 
mand  exceeds  supply.  And  your 
3wing  business  can  grow  too  fast, 
o  soon. 

When  business  gets  out  of 
nd  while  profits  are  soaring,  you 
ed  the  power  of  communication, 
u  need  the  influence  a  phone 
n  give  you.  An  Executone  phone 
item.  To  make  the  right  moves, 
the  right  time. 

Executone  phones  let  you 
untain  control.  To  help  you  over- 


come business  pitfalls.  To  help  you 
through  sudden  growth.  Send  for 
an  excerpt  from  the  book,  The  25 
Most  Common  Pitfalls  of  Growing 
Businesses.  Just  ask,  it's  free.  We've 
got  some  answers.  Because  for  over 
50  years,  we've  provided  innovative 
equipment  and  reliable  service  to 
successful  businesses. 

Contel  Executone.  For 
phones  that  perform.  When  you 
want.  The  way  you  want.  So  you 
can  keep  your  mind  on  business. 


Because  for  growing  businesses, 
coping  with  the  unusual  is  business 
as  usual.  And  you  need  effective 
business  tools  to  take  advantage  of 
unexpected  opportunities.  Call  us. 
1-800-645-1111. 


5550  Triangle  Parkway,  Norcross,  Georgia  30092 


THE  PEOPLE  AND  PLACES  OF  WEST  IN. 
CAKING.  COMFORTABLE.  CIVILIZED. 


Hotels  ^Resorts 


in  someone  who  is  not 
unhappy  at  the  thought  of  the 
unexpected  request,  but 
welcomes  it  as  a  challenge 
to  be  faced  and  overcome  along  ^ 
the  course  of  an  adventurous 

day.    hat  person  can  be 
found  at  every  Westin  hotel. 


Here  is  one  who  knows 
what  is  best  and  by  what  arts 
it  may  be  secured:  the 
ticket,  the  transport,  the 
improbable,  the  impossible. 
'N      bxpert  at  those  phases  of  energy 
known  as  instinct  and  intuition, 
successful  in  invention, 
quick  in  emergencies, 
those  who  deliver  concierge 
services  at  Westin  are  another 
dividend  that  makes  of  your 
stay  just  what  it  ought  to  be. 
Caring.  Comfortable.  Civilized. 


ACAPULCO  ■  ATLANTA  ■  BOSTON  •  CALGARY  ■  CANCUN  •  CHICAGO 
CINCINNATI  ■  DALLAS  ■  DENVER  ■  DETROIT  ■  EDMONTON  •  EL  PASO  ■  FORT 
LAUDERDALE  ■  GUADALAIARA  ■  GUATEMALA  CITY  ■  HOUSTON  •  ISLAND  OF  HAWAII  •  IXTAPA 
JOHANNESBURG  ■  KANSAS  CITY  ■  KAUAI  •  KOWLOON  •  KYOTO  •  LOS  ANGELES  ■  MANILA  ■  MANZANILLO 
MAUI  •  MAZATLAN  ■  MEXICO  CITY  •  NEW  ORLEANS  ■  NEW  YORK  ■  OAHU  •  ORANGE  COUNTY  •  OTTAWA  •  PH' 
PITTSBURGH  ■  PORTLAND  ■  PUERTO  VALLARTA  ■  PUSAN  •  SALT  LAKE  CITY  •  SALTILLO  ■  SAN  FRANCISCO  ■  SAN 
SALVADOR     SEATTLE  •  SEOUL  •  SINGAPORE  ■  STAMFORD  ■  TOKYO  •  TORONTO  ■  TUCSON 
TULSA  •  VAIL  •  VANCOUVER  •  WASHINGTON.  DC  ■  WINNIPEG 


Call  your  travel  consultant  or  800-228-3000. 


The  National  Theatre  •  Washington,  D.C 
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GOOD  IDEAS 
ON  HIRING, 

FIRING 
AND  MORE 


accounlemps 


Free  booklet  now  available  from  Accountemps,  the 
world's  largest  temporary  service  specializing  in 
accounting,  bookkeeping  and  data  processing.  Contact 
one  of  100  Accountemps  offices  on  three  continents, 
or  write:  Accountemps,  Administrative  Services  Dept., 
522  Fifth  Avenue,  New  York,  NY  10036 


1986  Robert  Half  International  Inc.   All  offices  independently  owned  and  operated 


called  a  Dread  Disease  Rider  for  an 
extra  couple  of  hundred  dollars  a  year 
in  most  states."  There  is  a  rate  differ- 
ence of  $12  annually  for  an  individual 
policy  and  a  difference  of  $24  annually 
for  a  family  policy  with  the  rider. 

The   article   further   states:  "Of: 
course,  all  dread  diseases  would  be 
fully  covered  by  a  good  major  medical 
policy."  No  major  medical  policy 
available  today  fully  covers  any  ill- 
ness, much  less  a  dread  disease. 
— Michael  E.  Henry 
Senior  Vice  President, 
Director  of  Public  Relations  and 

Information, 
American  Family  Life  Assurance 

Company  of  Columbus 
Columbus,  Ga. 


Steamed  up 

Sir:  The  steam  locomotive  pictured 
on  page  167  (Flashbacks,  Feb.  10)  was  f 
built  by  the  Philadelphia  &  Reading  at 
its  Reading,  Pa.  shops,  not  by  the 
Baldwin  Locomotive  Works.  And  she 
was  scarcely  "one  of  the  last  steam 
locomotives." 
— David  P.  Morgan 
Editor, 
Trains 

Milwaukee,  Wis. 


Not  the  last  of  the  line 


Henry  and  Alice 

Sir:  Re  Henry  Kissinger's  quote  in) 
Other  Comments  (Feb.  10).  [It  is  simi- 
lar to]  a  scene  in  Alice  in  Wonderland' 
with  Alice  and  the  Cheshire  cat.  Alice 
stands  sobbing  at  a  fork  in  the  road 
when  the  cat  appears  and  asks  why  she 
is  crying.  She  responds  with,  "I  don't 
know  which  road  to  take."  Upon  find- 
ing that  she  doesn't  know  where  she's 
going,  the  cat  responds,  ".  .  .then  what 
does  it  matter  which  road  you  take?" 
— Elizabeth  C.  Jamison 
Greensboro,  N.C. 

Sir:  Consider  the  following  exchange 
from  William  Least  Heat  Moon's  Blue 

Highways: 

"Where  you  headed? 
"Don't  know." 
"Can't  get  lost  then." 

— Stephen  M.  Storck 
Hampstead,  Md. 
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IN  SOME  INDUSTRIES 


i/er  a  quarter  of  a  century 
od  Richards  has  been  the 
st  and  largest  barter 
>any  in  North  America. 

her  the  dollar  continues  to 
luate— BARTER  WILL  RETAIN 
HUE  AND  IS  THE  ALTERNATE 
IOD  FOR  BUYING  AND 

MG. 

vood  Richards  will  buy  your 
Dess  or  overstocked  inventory 
sitions. 

vood  Richards  will  buy  your 
used  manufacturing 
pability. 

/ood  Richards  will  buy 
ricultural  or  industrial 
>ducts  as  well  as  raw 
aterials  or  chemicals, 
vood  Richards  will  buy 
nsumer  products  such  as 

to: 


appliances,  sporting  goods, 
electronics,  food,  furniture, 
tools,  housewares  and 
hardwares,  watches,  lawn 
equipment— to  name  just  a  few. 

□  Atwood  Richards  will  buy  your 
corporate  jet,  boat,  apartment, 
warehouse  or  even  your  office 
building. 

□  Atwood  Richards  will  buy 
complete  divisions  or 
subsidiaries  that  you  want  to 
divest. 

□  ATWOOD  RICHARDS  IS  A 
CORPORATE  BARTER  FIRM  THAT 
SOLVES  PROBLEMS  FOR  AMERICAN 
AND  OFF-SHORE  CORPORATIONS. 

□  Atwood  Richards  generates 
incremental  sales  for  your 
corporation  and  has  an 
immediate  impact  on 
increasing  bottom  line  profits. 

WORLD  HEADQUARTERS 

AtWOOd  Kk*haf*ds  InC*.  99  Park  Avenue  • 


TIME! 


—creates  new  business  and 
areas  of  distribution; 

—improves  on  existing  client 
relations; 

—assists  in  establishing 
stronger  domestic  and 
international  markets. 

□  Atwood  Richards  gives  your 
corporation  the  competitive 
advantage  it's  looking  for  I 

□  Atwood  Richards  is  a  PRINCIPAL 
that  buys  and  sells  for  its  own 
account— and  can  make  an 
immediate  commitment  to 
purchase  product  from  your 
company. 

□  Atwood  Richards  is  not  a  broker 
nor  an  agent. 

□  Minimum  commitment... 
$1  million. 

Write  or  call  for  additional 
information  (address  below) 

New  York,  N.Y.  10016  •  (212)  490-1414 


Interchange  S.A.R.L.  11  rue  La  Boetie -75008  Paris,  France- 011-33-1-4265-6260 


ASK  YOUR  GUARDIAN. 

The  Guardian  manages  a  $3  billion 
high-quality  long-term  investment 
portfolio  for  its  policyholders. 
This  portfolio  serves  to  provide  our 
life  insurance  clients  with  exceedingly 
attractive  and  stable  investment 
returns  with  automatic  completion  of 
their  programs  at  retirement,  death  or 
in  the  event  of  disability 

Based  on  The  Guardians  current 
dividend  scaled  Comparative  Rates  of 
Return  from  8%  to  13%  tax-deferred 
can  be  achieved  with  The  Guardians 
new  Spectrum  series  of  life  insur- 
ance products.  The  Comparative  Rate 
of  Return  measures  the  yield  at  which 
you  would  have  to  invest  your  funds, 
after  deducting  the  cost  of  insurance, 
to  equal  the  yield  on  the  cash  value 
of  Spectrum. 

VanishGuard  is  a  unique  new  pro- 
duct in  the  Spectrum  series  that 
takes  advantage  of  The  Guardians 
financial  strength  and  is  completely 
funded  in  as  few  as  four  years:  Pay 
Four  Pay  No  More!2 

If  you  seek  a  better  quality  of  life, 
contact  us  at  201  Park  Avenue  South, 
New  York,  NY  10003  or  call 
1-800-4-VANISH. 


The  Guardian 


1.  Dividends  are  neither  estimated  nor  guaranteed.  Actual  future  dividends  may 
be  higher  or  lower  depending  on  the  Company's  actual  future  experience. 

2.  The  number  of  years  of  required  cash  outlay  depends  on  the  Policy  Class  and 
the  continuation  of  the  current  dividend  scale.  This  option  is  not  automatic  and 
must  be  selected  by  the  policyowner  at  the  policy  year  indicated.  This  is  not  a 
paid  up  policy. 


There's  never  been  a  savings 
account  like  the  high-interest 
Discover™  Savers'  Account.  Just  $1000 
earns  you  high  money  market  rates  that 
climb  to  an  even  higher  rate  as  your 
savings  grow.  So  the  more  you  save,  the 
greater  your  reward. 

But  that's  not  all  that's  exceptional 
about  this  account.  Our  unique 
Linked  Account  feature  means  that 
you  or  members  ot  your  household 
can  open  separate  Discover  Savers' 
Accounts  ot  Si 000  or  more,  yet  earn 
the  highest  possible  interest  rate 
based  on  their  combined  balances. 


PUT  YOUR  MONEY 
IN  A  WHOLE 
NEW  LIGHT. 


So  your  children  can  earn  the 
same  high  rate  as  you. 
With  the  FDIC  insured  Discover  Savers 
Account,  you  have  easy  access  to  your 
funds  by  check,  mail  or  electronic  trans- 
fer. This  special  savings  account  is  built  on 
the  strength  of  the  Sears  Financial 
Network.  It's  available  only  with  the 
new  Discover  Card,  the  multi- 
purpose card  that  costs  you  noth- 
ing to  get  and  pays  u 
you  back  with  Real     ■■  financial 
Dollar'-1  Dividends       li  network 
on  every  purchase. 


The  Discover  Card  costs  you  nothing  to  get. 

Look  for  applications  in  the  mail  and  at  Discover  Card  merchants. 


Th«  Discover  Card  is  issued  t  \ 


n  wood  Trust  Company  Member  FDIC  €  1986  Sears 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


INSIDER  TRADING  ISN'T  NECESSARILY  WHAT  IT  SEEMS  TO  BE 


When  corporation  biggies  sell  a  chunk  of  their  companies' 
tock,  there's  usually  a  quick  premise  by  others  that  they 
re  bad-news  bears.  And  if  they  buy  more  shares,  it's  bullish. 

I'll  wager  as  often  as  not  such  assumptions  are  pure  bull. 

Not  many  corporate  officers  and  directors  who  must 
eport  their  transactions  in  their  own  company's  securities 
re  rich.  Their  income  may  be  high,  but  so  are  their  taxes. 
<o  is  the  cost  of  living  in  a  manner  their  titles  would  seem 
o  call  for.  When  they  sell  some  stock,  it's  sometimes  just 


to  get  the  money  needed  to  exercise  some  of  their  other 
stock  options  in  their  company  stock.  More  often,  of 
course,  it's  because  they  simply  need  the  dough  to  pay 
kids'  tuitions,  the  down  payment  on  a  new  house,  or  for  all 
the  same  reasons  everybody  needs  money. 

So  when  you  see  the  published  reports  released  by  the 
SEC  on  transactions  by  a  corporation's  officers  or  directors 
or  major  stockholders,  it's  silliness  always  to  "see"  signals 
that  simply  are  not  there. 


SKY  HIGH  MALPRACTICE  INSURANCE  IS  CRIPPLING  DOCTORS 

s  lawsuits  multiply  and  awards  soar.  But  until  doctors  legislation  that  would  put  meaningful  parameters  on  such 

mplement  an  effective  modus  operandi  for  delicensing  the  suits  and  awards.  "Physician,  heal  thyself." 

ncompetent,  the  alcohol  and  drug  addicted  in  their  own  Immunization  from  outrageous  malpractice  claims  and 

anks,  it's  unlikely  that  either  states  or  the  Feds  can  pass  awards  will  result. 

PEOPLE  BUY  HOMES  TO  LIVE  IN 


inless  they  are  in  the  real  estate  business  or  some 
inusual  circumstance,  such  as  inheriting  a  house  or 
leing  corporately  moved. 

So  for  the  vast  majority  of  homeowners,  it's  not  to 
vorry  about  fluctuations  in  value. 

The  odds  are,  even  if  you  had  to  sell,  and  at  a  price 
nuch  less  than  you  expected  a  while  ago,  the  price 
vould  still  be  well  above  what  you  shelled  out  some 
'ears  ago. 


Buying  a  house  is  doubtless  one  of  the  biggest  invest- 
ments most  people  make.  But  a  home  of  one's  own  is 
realizing  the  American  dream.  The  fact  that  home  owner- 
ship mostly  turns  out  to  be  a  good  investment  makes  for 
added  happiness.  But  that  is  not  the  raison  d'etre. 

In  addition  to  the  drop  in  mortgage  rates,  there's  even  a 
plus  side  in  areas  where  house  prices  are  down:  Many  more 
of  those  eager,  working  and  looking  to  buy  a  home  can 
now  afford  one. 


THE  COMPUTER  AGE  IS  ONLY  AT  DAWN'S  EARLY  LIGHT 


There's  irony  in  the  fact  that  early  death  has  come  to  so 
nany  spectacular  corporate  denizens  of  America's  silicon 
'alleys.  There's  irony  in  the  fact  that  malaise  still  plagues 
he  huskier  players  plowing  our  silicon  fields. 

We've  really  only  opened  the  door  to  the  Computer 
Vge.  Even  the  wildest  or  soundest  or  most  soaring 
maginations  can't  predict,  foresee,  conjure  up  the  di- 
nensions,  the  ramifications,  the  impact  that  lie  ahead. 


The  transfigurations  (pardon  the  pun)  to  come  from 
compacting  research  on  computers  in  health,  in  mind,  in 
body,  in  not-yet-born  and  the  analysis  and  prescribing  for 
the  sick  are  far  out — and  some  still  far  off. 

In  retailing,  especially  among  the  chains,  high  tech  has 
made  visible  progress  at  the  checkout  counter  and  increas- 
ingly at  the  inventory  level,  but  computer  tie-ins  to  all  but 
the  biggest  suppliers  have  a  long  way  to  go.  The  full  effect 
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on  distribution,  warehousing,  et  al.  is  still  down  the  road. 

Only  at  the  toddling  stage  are  high-tech  applications  to 
money  in  its  every  aspect.  On  a  personal  level,  there's 
the  receipt  of  it,  the  saving,  the  transfer,  the  payouts. 
Ditto  for  businesses  from  mom-pop  size  to  mega  and 
everything  between.  Internationally  as  well  as  here, 
banks,  brokers,  underwriters,  economists  will  have  infi- 
nitely more  comprehensive,  near-instant  money  figures 
and  totals  for  massaging  and  forecasting.  Extrapolators 
will  have  a  ball  with  more  to  ball  with.  The  old  adage 
that  you  ain't  seen  nothing  yet  re  "liars  can  figure  and 


figures  can  lie"  applies. 

From  weather  to  design,  travel  safety  to  embracin; 
knowledge  of  space,  for  research  in  every  area,  compute 
use  is  only  at  the  threshold. 

There  is  no  aspect  of  your  daily  life  and  your  doings  o 
anyone  else's  that  is  not  or  won't  be  immensely  mon 
affected  at  a  geometrically  accelerating  pace. 

While  this  unimaginable  Tomorrow  won't  happen  to 
morrow,  the  current  bleak  pause  in  the  computer  field  1 
just  that — a  pause  whose  duration  will  be  as  varying  as  thi 
uses,  users,  makers  and  visionaries  involved. 


IT'S  THE  UNDISCOVERED,  UNARRIVED  ARTISTS  WHO  MOST  NEED 


what  meaningful  museums  can  supply.  Even  a  single, 
inexpensive  purchase  or  inclusion  in  a  show  would  pro- 
vide direly  needed  $u$tenance  to  the  strugglers  with  un- 
discovered talent.  Among  living  artists,  only  the  handful 
who've  arrived,  those  whose  greatest  time  of  need  are 
behind  them,  are  paid  greatly  by  so  many  art  museums. 

The  Whitney  Museum  of  American  Art  is  one  great 
museum  whose  purpose  is  just  the  opposite  of  most. 
Explained  its  storied  founder,  Gertrude  Vanderbilt  Whit- 
ney, 56  years  ago,  "It  is  not  as  a  repository  of  what 
American  artists  have  done  in  the  past  that  the  museum 
expects  to  find  its  greatest  usefulness.  .  .  .  Ever  since  mu- 
seums were  invented,  contemporary  liberal  artists  have 


had  difficulty  in  'crashing  the  gate.'  Museums  have  hat 
the  habit  of  waiting  until  a  painter  or  a  sculptor  ha< 
acquired  a  certain  official  recognition  before  they  wouli 
accept  his  work  within  their  sacred  portals.  Exactly  th< 
contrary  practice  will  be  carried  on  in  the  Whitney.  ..." 

Sure,  the  great  marble  repositories  for  the  greatest,  ar 
through  the  centuries  are  vital  to  a  nation's  culture,  fo 
knowledge  and  all  manner  of  good  things.  But  there' 
something  vibrantly  pertinent,  meaningfully  alive  in  . 
museum  that  consistently,  ardently,  arduously  searche 
out  today  the  more  promising  of  the  living. 

Let  us  hope — and,  more  important,  help — the  Whitney' 
campaign  be  a  success  when  it  starts. 


WOMEN  MAY  BE  LIBERATED  AND  ACHIEVING  EQUAL  TREATMENT 

but  new  role-playing  hasn't  all  been  one  way.  With  more  being  pushed  and  stuffed  by  men,  who  are  proving  indeet 
ladies  out  on  the  job  or  on  the  town  or  opting  out  on  to  be  a  much  more  difficult,  very  different  breed  fo 
marriage,  today  one-third  of  all  supermarket  carts  are    marketers  to  mold. 

MOVIES 


#  The  Hitcher — Many  critics  have  given  this  macabre, 
weird  chiller  high  marks,  especially  for  its  acting  and 
cinematography.  But  it's  so  illogical,  the  sequences,  tim- 
ing and  coincidences  so  far  out  that  the  audience  in  the 
theater  we  were  at  burst  out  laughing  on  numerous  occa- 
sions of  "horror."  •  Mixed  Blood — The  nitty-grittiest 
depiction  ever  filmed  of  the  drug/drugged  life  in  a  boiling 


Puerto  Rican  section  of  New  York.  It's  an  extraordinar 
combination  of  powerful  overacting  by  that  dynamo  Bra 
zihan,  Marilia  Pera,  and  young  drug  pushers  so  real  the- 
react  on  camera  as  woodenly  as  the  rest  of  us.  Even  durin, 
overkill  in  bloody  shootouts  and  brutality,  the  bitterswee 
wit  and  humor  that  makes  these  lives  liveable  come 
through  in  brilliant  fashion. 


Street 


A  SIGN  OF  THE  TIMES 

For  some  time  now  New  York's  headlines  have  dealt  and  action  by 
with  accusations  of  corruption  in  the  awarding  of  city  Schwartz  of  the 
contracts.  All  was  triggered  by  allega- 
tions of  skimming  and  payoffs  in  the 
collection  of  traffic  violation  fines, 
involving  borough  and  bureau  bigwigs. 

But  maybe  it's  timely  to  point  out 
that  there  are  appreciably  fewer  fines 
to  be  collected  from  the  biggest  ticket 
source — parking  violations.  Thanks  in 
major  measure  to  inspired  thinking  42nd 


First  Deputy  Commissioner  San 
Transportation  Department,  there  ha 
been  an  allout  assault  on  the  myriai 
of  official  signs  that  had  become 
blight  over  the  years  on  Big  Appl* 
street-light  posts. 

The  result?  A  22%  decline  in  ille 
gal  parking,  1,170  fewer  signs  (a  47°/< 
reduction)  and  7,659  fewer  words  (. 
48%  reduction). 

Maybe  other  cities  can  do  likewise 
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PRESIDENT  REAGAN  LOVES,  AND  TELLS,  A  GOOD  STORY 

On  brevity,  he  preceded  a  short  talk  with  this  gem  about  cow  showed  up,  I'd  feed  her.' 

i  preacher  who  found  only  one  fellow  in  the  congregation.  "So  the  preacher  got  back  up  in  the  pulpit  with  his 

"The  preacher  said,  'My  friend,  you  seem  to  be  the  carefully  prepared  sermon,  and  an  hour  and  a  half  later 

anly  member  of  the  congregation  that  showed  up.  I  am  said,  'Amen.' 

ust  a  young  preacher  getting  started.  Should  I  go  through  "The  preacher  asked  the  listener,  'What  did  you  think?' 

with  it?'  And  the  fellow  said,  'Well,  I  don't  know  about  'Well,  I  don't  know  about  that  sort  of  thing,  but  I  do  know 

that  sort  of  thing.  I  am  just  a  little  old  cowpoke  out  here  this,'  was  the  reply.  'If  I  loaded  up  a  truckload  of  hay,  took 

in  Oklahoma.  But  I  do  know  this:  If  I  loaded  up  a  it  out  on  the  prairie  and  only  one  cow  showed  up,  I  sure 

rruckload  of  hay,  took  it  out  on  the  prairie,  and  only  one  wouldn't  give  her  the  whole  load.'  " 


FAINT  PRAISE  THAT 

Sitting  down,  lying  down,  curling  up  or  however  it  is 
?ou  contort  yourself  for  reading,  nothing  quite  matches 
:he  anticipation  of  taking  in  hand  a  jacketed,  bound  book 
:hat  you've  been  eagerly  awaiting  the  time  to  read. 

All  of  which  was  brought  to  mind  by  a  wee  note  from 
in  author  whose  book  we  reviewed  in  one  sentence. 
Wrote  Baron  James  author  Anka  Muhlstein: 

"Yours  are  the  best  reviews — most  of  them  are  the 

IF  PEOPLE  AT  BARS 

drank  as  much  as  they  posed, 
the  bar  business  would  boom. 


MAKES  THE  POINT 

author's  words.  I  love  it." 

I  never  read  a  book  without  pen  or  pencil,  and  the 
more  there  is  to  mark  as  memorable,  quotable,  arguable 
or  angry-making,  the  more  rewarding  the  time  spent.  So 
our  words  in  review  of  books  are  almost  always  fewer 
than  the  potpourri  of  extracts.  How  better  to  convey  the 
writer's  feeling,  thinking,  talent,  technique,  touch?  Don't 
people  buy  books  to  read  what  the  writer  has  to  say? 

THE  ULTIMATE  IN  PUT  DOWNS 

Q:  "What  do  you  think  of  me?" 
A:  "I  don't." 


BOOKS 


•  Minute    by    Minute  . .  .  — by 

Don  Hewitt  (Random  House, 
$19.95).  This  book  reminds  me  of 
those  Yesterday  arcade  candy  ma- 
chines in  which  you  aimed  the 
crane  and  its  scoop  toward  small 
toys  sprinkled  among  colorful 
small  candy  balls.  When  a  coin 
A^as  inserted,  the  wee  bucket  dropped,  scooped  and 
lumped  its  take  (usually  prizeless)  into  the  chute.  The 
jnly  difference  in  Don  Hewitt's  book  is  that  no  matter 
ivhere  you  dip,  you'll  be  a  delighted  prizewinner. 

Excerpts:  It's  tough  to  find  a  "legend"  these  days, 
wmeone  who  marks  for  us  a  whole  era  and  not  just 
ndividual  years.  Television  is,  I  think,  the  culprit. 
Television,  which  has  been  so  good  to  me,  has  been  so 
bad  for  "legends."  We  eat  'em  up  and  spit  'em  out 
before  they  can  become  legends,  and  it's  tough  to  know 
where  a  Michael  Jackson  or  a  Reggie  Jackson  or  a  Jesse 
'ackson  fits  in.  .  .  .  Maria  Callas,  Feb.  3,  1974.  Callas:  "A 
woman  has  to  learn  to  say  no.  Otherwise  she  won't  be  a 
'ady,  not  a  lady."  Mike  Wallace:  "Have  you  said  no 
mough,  Madame  Callas!"  Callas:  "Oh,  never  enough, 
but  not  bad."  Wallace:  "Have  you  said  yes  enough!" 
Dallas:  "You  don't  have  to  say  yes." .  .  .  The  trick  has 
been  not  to  lose  the  news  buffs  who  make  up  our  basic 
mdience,  while  at  the  same  time  appealing  to  those  I 
think  of  as  the  "Madames  Defarges"  who  bring  their 
knitting  to  the  television  set  to  watch  heads  fall  into  the 
basket  just  as  they  once  brought  their  knitting  to  the 


guillotine.  If  you're  a  television  producer,  you  kid 
yourself  if  you  think  you  can  make  it  without  a  fair 
share  of  them. 


JOHN 
IRVING 


€IDER 
HOUSE 
RULES 


The  Cider  House  Rules — by  John 
Irving  (William  Morrow  &.  Co., 
$18.95).  Only  John  Irving's  fertile 
mind  and  extraordinary  skills  could 
make  a  bestseller  out  of  a  huge  vol- 
ume dealing  with  an  orphanage  that 
handles  more  abortions  than  deliver- 
ies. This  1900s  rural  Maine  fabric  is 
woven  by  the  lives  of  its  heroes,  Dr.  Larch,  who  is  as  near  a 
saint  as  any  fallible  human  can  be,  and  his  favorite  orphan. 
There's  joy,  wit  and  warmth,  but  plenty  of  the  bare  nitty- 
gritty  that  begins  before  birth  and  is  a  part  of  all  lives.  This 
isn't  for  the  bonbon,  soap  opera  set. 

Excerpts:  Having  so  few  options  is  what  makes  an  orphan 
so  desperate  to  encounter  society — any  society,  the  more 
complex  with  intrigue,  the  more  gossip-ridden,  the  better. 
Given  the  chance,  an  orphan  throws  himself  into  society — 
the  way  an  otter  takes  to  the  water.  .  .  .  An  orphan  is  simply 
more  of  a  child  than  other  children  in  that  essential 
appreciation  of  the  things  that  happen  daily,  on  schedule. 
For  everything  that  promises  to  last,  to  stay  the  same,  the 
orphan  is  a  sucker.  .  .  .  "Here  in  St.  Cloud's,"  Dr.  Larch 
wrote  in  his  journal,  "security  is  measured  by  the  number 
of  promises  kept.  Every  child  understands  a  promise — if  it 
is  kept — and  looks  forward  to  the  next  promise.  Among 
orphans,  you  build  security  slowly  but  regularly. " 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  a  muse  this  editor's  mind.-MSF 


Name  of  the  Game 

(The  late]  Heinz  Nixdorf's  empha- 
sis on  marketing  and  after-sales  has 
been  an  important  element  in  his 
Nixdorf  Computer  AG's  success.  To- 
day, two-thirds  of  [the  West  German 
firm's]  17,500  employees  are  in  sales 
and  service.  "Service  is  the  most  im- 
portant word  around  here,"  says 
[CEO]  Klaus  Luft.  "It's  the  major  way 
a  European  company,  with  its  high 
labor  costs,  can  get  ahead." 

— Dun's  Business  Month 

Bulgarian  3rd  Class 

In  America  there  are  two  classes  of 
travel — first  class,  and  with  children. 
Traveling  with  children  corresponds 
roughly  to  traveling  third  class  in 
Bulgaria. 

— Robert  Bcnchley, 
The  Bcnchley  Roundup 

Unfree  Advice 

Deregulation.  Fierce  foreign  compe- 
tition. Bewildering  new  technologies. 
All  three  are  probably  on  the  problem 
lists  of  many  American  corporations. 
And  to  help  them  grapple  with  these 
problems,  more  companies  are  hiring 
outside  management  consultants. 

Can  consulting  firms  solve  such 
problems?  No  one  can  say  for  sure. 
But  the  $4  billion  industry  is  thriv- 
ing these  days. 

Last  year,  ACME  Inc.,  the  profes- 
sion's umbrella  group,  gave  out  more 


than  600  referrals  to  companies  look- 
ing for  advice.  In  1984,  that  number 
was  at  about  500. 

— H.J.  Maidenberg,  New  York  Times 

Quality  First 

How  does  a  company  set  out  to 
change  a  product  for  the  worse?  The 
first  thing  it  does  is  have  a  board  of 
directors  meeting.  The  board  decides 
to  satisfy  its  stockholders  by  raising 
the  margin  of  profit  on  its  most  suc- 
cessful item.  In  order  to  accomplish 
this,  the  board  can  do  one  of  two 
things.  It  can  cheapen  the  product  or 
it  can  charge  more  for  it.  The  board 
decides  to  do  both.  They  cheapen  the 
product  and  charge  more  for  it. 

Within  a  year,  sales  begin  to  drop 
off  and  the  board  of  directors  is  puz- 
zled. They  blame  it  on  the  economy 
or  interference  from  Washington. 

The  last  thing  they  seem  to  think  of 
doing  to  improve  sales  is  to  go  back  to 
making  the  good  product  they  had  in 
the  first  place. 

— Andy  Rooney,  Pieces  of  My  Mind 

Under  Our  Noses 

I  might  never  have  taken  such  an 
active  part  in  the  Whitney  Museum 
had  it  not  been  for  my  five  years  of 
research  for  the  biography  of  my 
grandmother  [Gertrude  Vanderbilt 
Whitney]  written  by  B.H.  Friedman. 
Through  her  letters  and  diaries  I  be- 
came filled  with  some  of  the  same 
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spirit  and  admiration  she  had  fo| 
American  art.  I  realized  American  ar| 
has  never  been  accepted  by  the  Ameij 
ican  public  or  the  wealthy  familie| 
that  support  institutions  such  as  thj 
Metropolitan  or  the  Museum  of  Modi 
ern  Art.  Americans  don't  have  th< 
kind  of  respect  for  their  own  culture! 
for  themselves  in  a  way,  that  thej 
have  for  European  culture.  Most  don" 
see  what  is  right  under  their  noses! 
which  is  probably  the  highest  level  o 
creative  achievement  in  our  times. 

— Flora  Biddle,  chairman 
Whitney  Museum  of  American  Art 
in  Art  &)  Antique; 


When  a  parcel  of  ground 
is  deeded  to  you  and 
you  walk  over  it  and  call 
it  your  own,  it  seems  as  if 
you  had  come  into  partner- 
ship with  the  Original 
Proprietor  of  the  Earth. 

— Henry  Ward  Beecher,  in  The  Very  Rich 


Who's  To  Know? 

Leonard  Bernstein's  father  is  sup| 
posed  to  have  said,  when  acknowM1 
edging  that  he  had  tried  to  talk  hfl 
son  out  of  a  musical  career,  "Did  1 
know  he  was  going  to  grow  up  to  be 
Leonard  Bernstein?" 
— in  a  letter  to  New  York  magazine) 

Liability  Lunacy  IV 

Few  European  nations  permit  the) 
U.S.  practice  of  guaranteeing  lawyersl 
a  contingency  fee.  Such  payments,) 
which  are  typically  about  one-third 
of  the  damage  award  if  a  case  suc- 
ceeds, have  become  one  of  the  prin- 
cipal causes  of  the  surge  in  Americani 
liability  cases.  Warns  Peter  Miller, 
chairman  of  Lloyd's  of  London:  "Ei-< 
ther  the  market  for  liability  insur- 
ance will  virtually  disappear  in  many1 
areas,  or  reforms  must  come  about  toj 
prevent  that  happening." 

—Time  I 

Chocosis  Nervosis 

At  Macy's,  we  have  more  ways  to 
enjoy  the  smooth  rich  taste  of  choco- 
late than  anyone  else.  Stop  in  and  see 
for  yourself.  Caution:  Buying  a  box  of 
our  chocolates  as  a  gift,  and  not  buy- 
ing an  extra  for  yourself,  has  been 
known  to  cause  chocosis  nervosis:  exj 
treme  anxiety  induced  by  unneces- 
sary chocolate  deprivation. 

— Macy's  advertisement 


"  The  IRS  is  coming!  Quick,  eietyone  into  the  tax  shelter'" 
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en  a  wagon  is  a  great  road  ear, 
this  is  what  it  looks  like. 


ie  idea  that  a  wagon  can  be  a 
eat  road  car  is  indeed  extra- 
dinary.  Which  is  why  Sable  is 
ordinary  looking  wagon. 
Its  sophisticated  shape  not 
ly  permits  it  to  move  easily 
ough  the  air  but  also  helps  it 
lld  the  road. 


Sables  windows  are  fitted 
flush  to  its  body  sheet  metal, 
smoothing  the  passage  of  air 
over  the  car  as  well  as  quieting 
the  ride. 

Sable  has  front-wheel  drive, 
rack-and-pinion  steering,  multi- 
port  fuel-injected  3.0-liter  V-6 

For  more  information, 


and  four-wheel  independent 
suspension. 

And  Sable  is  protected  by  a 
three-year,  unlimited-mileage 
powertrain  warranty.  $100 
deductible  applies  after  12,000 
miles.  Ask  to  see  this  limited 
warranty  at  your  dealer. 

call  toll-free  1-800-822-9292 

LINCOLN-MERCURY  DIVISION  (TtTSrrf^) 


MERCURY.  The  shape  you  want  to  be  in. 


Airlines  have  universally  discov 
ered  they  can  count  on  the  prom- 
ises that  go  with  a  General  Electric  jet 
Whether  that's  an  explicit 


an  engine  on 


time,  or  an  implicit  promise  like 
customer  satisfaction. 

Take  delivery.  We  believe  o 
time  delivery  should  be  a  given. 
Beyond  that,  we  believe  delivery  is  not 
the  end  of  a  sale.  It's  the  beginning 
relationship  in  which  w 


give  absolute  first  priority  to  antici- 
pating and  meeting  the  needs  of  our 
airline  customers. 

A  good  example  concerns  obso- 
lescence. In  the  last  13  years  we've 
upgraded  the  performance  of  our  CF6- 
50  series  of  engines  to  a  remarkable 
degree-improving  fuel  efficiency 
by  5.6%,  increasing  thrust  from  48,000 
,000  pounds,  and  time  between 


shop  visits  from  1000  to  5000  hours. 

Yet,  every  design  change  behind 
these  improvements  can  be  retro- 
fitted into  engines  we  manufactured  13 
years  ago.  And  the  same  thing  will 
apply  to  the  next  generation  of  fuel  effi' 
cient  jet  engines  now  being  delivered: 
theCF6-80C2. 

It  all  comes  down  to  an  atti- 
tude. Promises  are  not  just  a  matter 
of  good  intentions.  Promises  are 
meant  to  be  commitments. 
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^(bu  need  to  know  your  way  around 
when  you  deal  in  the  international  sphere 


So  you  need  a 
global  merchant 

bank.  One  that  meets  your 
international  financial  needs  with  a 
broad  range  of  capabilities  from 
swaps  to  trade  finance. 

First  Interstate  Bank,  Ltd. 

The  First  Interstate  merchant 
banking  group— with  capital  markets 
offices  in  London, Tokyo,  Hong  Kong, 
Los  Angeles,  Chicago,  and  New  York- 
ranks  among  the  top  performers  world- 
wide. We  have  expertise  in  areas  such 


as  Eurobond  underwriting,  private 
placements,  and  currency  swaps.  And 
we  have  arranged  over  $9  billion  in 
interest  rate  swaps. 

First  Interstate's  network  of  affiliate 
banks  in  all  major  West  Coast  ports 
can  handle  your  trade  finance  needs 
throughout  the  Pacific  Rim.  Our  world- 
wide network  gives  you  24-hour  trading 
capability  in  foreign  exchange  trans- 
actions in  addition  to  a  full  array  of 
international  financial  services. 

Backing  these  services  are  the 
strengths  of  the  ninth  largest  U.S. 
banking  company,  nearly  $50  billion 


in  assets,  35  international  offices,  and 
more  than  1,000  full-service  banking 
offices  in  16  states. 

When  you  need  a  global  mercham 
bank,  come  to  First  Interstate  Bank,  Ltd 
Contact  your  nearest  First  Interstate 
relationship  manager  today  and  get  a 
world  of  experience. 


Interstate 

Bank  Ltd. 


Member  FDK 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


JESSE  JACKSON'S  HELPMATES 


Southern  Democrats  are  trying  to  put  together  a  regional 
residential  primary  in  1988:  They're  working  to  have  a 
lumber  of  southern  states  schedule  their  primaries  on  the 
lecond  Tuesday  in  March.  The  purpose  is  to  have  the 
egion  weigh  in  early  with  its  choice  and  thereby  have 
nore  influence  in  the  selection  of  the  nominee. 

The  unspoken  assumption  is  that  this  ploy  will  stop  the 
lational  party  from  nominating  losing  liberals  such  as 
George  McGovern  and  Walter  Mondale  and  boost  some- 


one more  "acceptable,"  such  as  former  Governor  Chuck 
Robb  of  Virginia  or  Senator  Sam  Nunn  of  Georgia. 

The  ploy  may  backfire.  By  scheduling  these  primaries  so 
early,  they  will  attract  a  goodly  number  of  candidates.  A 
liberal  Democrat  could  triumph  because  the  vote  will  be 
spread  over  so  many  candidates. 

In  fact,  the  winner  could  very  plausibly  be  Jesse  Jackson, 
as  blacks  now  make  up  a  large  portion  of  the  voting  rolls  in 
these  states.  Talk  about  unintended  consequences. 


ONE  CANDIDATE 


vho  may  end  up  with  considerable  appeal  to  all  regions  of 
he  nation  is  New  Jersey  Senator  Bill  Bradley.  He  was  the 
>nly  Democratic  senator  outside  the  South  and  Southwest 
o  vote  in  favor  of  aid  for  the  Nicaraguan  contras.  He  also 
las  long  advocated  increased  help  for  the  Afghan  freedom 
ighters. 

For  several  years  he  has  been  the  party's  foremost  tax 
eformer  in  the  Senate.  It  was  the  Bradley-Gephardt  bill 
hat  spurred  the  Administration  during  the  1984  election 


to  promise  to  come  up  with  its  own  package. 

This  former  Rhodes  scholar  and  onetime  collegiate  and 
professional  basketball  star  comes  across  as  a  man  of 
character  and  substance.  His  platform  manner  is  still 
wooden,  but  the  lack  of  flair  in  a  youngish  candidate  like 
Bradley  is  somewhat  reassuring. 

As  a  realist  in  foreign  policy,  a  longtime  champion  of  tax 
incentives  for  people  and  as  a  traditional  Democrat  on  social 
issues,  Bradley  could  become  a  formidable  1988  contender. 


"NATURAL"  BIRTH  CONTROL 


A  recent  study  for  the  Agency  for  International  Develop- 
nent  (see  clip)  put  forward  the  usual  bromides  about  the 
:urse  of  population  growth  for  developing  countries  and  the 
leedfor  U.S.  support  for  family  planning  programs  overseas. 

But  this  report  was  different  from  its  pre-  r  

lecessors  in  that  it  openly  acknowledged 
hat  "a  population  growth  strategy  by  itself 
sn't  going  to  make  a  poor  country  rich." 
rhat  may  not  sound  startling,  but  in  the 
:ontext  of  the  population  debate  it  is.  This 
;ould  be  good  news  for  future  economic 
jrowth  for  us  and  the  developing  world. 

For  years  population  "experts"  have  had 
t  as  an  axiom  that  rapid  population 


U.S.  STUDY  FAVORS 
FAMILY  PLANNING 

Report  for  Aid  Agency  Finds 
Developing  Nations  Would 
Benefit  Economically 


—  New  York  Times 

;rowth  was  ruining  the  economies  of  poorer  nations.  Now 
i  more  realistic  and  optimistic  view  is  beginning  to 
merge:  People  are  not  the  problem;  bad  economic  policies 
ire.  When  a  country  becomes  more  prosperous,  birth  rates 
all.  Prosperity  creates  the  climate  for  smaller  families. 


Between  1957  and  1985  the  average  number  of  children 
per  woman  in  the  U.S.  fell  from  3.8  to  1.7.  Europe  has  been 
experiencing  similar  drops. 
In  poorer  countries  there  has  also  been  a  dramatic  fall  in 
fertility,  thanks  to  rising  standards  of  liv- 
ing. Since  1970  the  average  number  of 
children  born  to  a  woman  in  the  Third 
World  has  slid  from  6.1  to  4.1. 

Population  density  is  no  barrier  to  pros- 
perity. Hong  Kong,  Singapore,  South  Korea 
and  Taiwan  have  had  extraordinary  eco- 
nomic growth  rates  in  the  past  20  years. 
Each  has  far  more  people  per  square  mile 
than  China  or  India.  All  permit  far  more 
free  enterprise  than  you  find  in  Latin  America  or  Africa. 

As  people  become  better  off,  the  population  "problem" 
takes  care  of  itself.  As  this  idea  gains  currency,  policymak- 
ers will  devote  more  intellectual  effort  to  more  effective 
policies  for  promoting  economic  growth. 
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WOULD  YOU  RAY  TO  GO 
iOMEWHERE  YOU  DDNT 
WANT  TO  GO? 

That's  probably  what  you're  doing  if  you're  not 
using  Advanced  WATS  from  GTE  Sprint? 

You  see,  the  Advanced  WATS  system  automati- 
cally adjusts  to  changes  in  your  calling  patterns 
so  you  always  get  our  maximum  possible  savings 

on  every  WATS  call. 

With  other  systems, 
you  might  pay  for  a 
call  to  New  York  when 
you  only  want  to  go  to 
Texas.  And  that's  a  little 

With  other  systems,  you  might  pay  for  a  call  to  New  York,  when  you're  only     f\t  if"  /"Vr   1 1  f~\ 
:allingTexas.  With  Advanced WATS  you  only  pay  for  what  you  use.  V_JHL  V_/J-  111J-C« 

Call  GTE  Sprint  and  find  out  about  Advanced 
WATS.  We'll  go  to  great  lengths  so  you  don't  have  to. 
Call  (800)  521-4949  today,  m  SPRINT 

YouVe  got  the  future  on  the  line5: 


Anaheim,  CA  (714)  660-8999  •  Atlanta.  GA  (404)  843-0100  •  Boston.  MA  (617)  933-7771  •  Chicago.  IL  (312)  364-4600  •  Cleveland.  OH  (216)  642-0180  •  Dallas,  TX  (214)  387-4686  • 
Detroit,  MI  (313)  827-4900  •  Honolulu.  HI  (808)  528-2000  •  Houston,  TX  (713)  777-3600  •  Kansas  City,  KS  (913)  451-8700  •  Los  Angeles,  CA  (213)  515-5353  •  New  York.  NY  (212) 
557-0700  •  Philadelphia.  PA  (215)  568-4338  •  Phoenix,  AZ  (602)  956-6200  •  San  Francisco.  CA  (415)  571-8700  •  Seattle.  WA  (206)  621-7600  •  Washington,  D  C.  (703)  486-8330 
01986  GTE  Sprint  ®Spnnt  is  a  registered  trademark  i>f  GTF.  Spnnt  Communications  Corp. 
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Pleasure  by  design. 


BARCLAY 
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SURGEON  GENERAL'S  WARNING:  Smoking 
By  Pregnant  Women  May  Result  in  Fetal 
Injury,  Premature  Birth,  And  Low  Birth  Weight. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


MANUFACTURING  IS  NOT  ALL  THAT  SICK 


111  real  terms, 
there  has  been 
no  shrinkage 


A  look  at  relative 
prices  also 
confounds  the 
doomsayers 


Further  confirmation 
from  capacity 
usage  numbers 


The  by  now  well-worn  allegation  that  the  U.S.  is  "deindustrializ- 
ing,"  that  its  manufacturing  is  shrinking,  becoming  hollow,  is  a  half- 
truth  at  best.  What's  under  way  is  sometimes  paradoxical,  more 
complicated  than  will  fit  neatly  into  such  a  simple  thesis. 

In  real  terms — the  most  reliable  measure  when  looking  at  long-term 
change,  especially  in  a  period  affected  by  severe  inflation — manufac- 
turing output  in  1985  was  11%  greater  (in  1982  dollars)  than  in  1979, 
the  last  major  peak  in  the  economy.  There  was  a  dip  in  real  manufac- 
turing output  in  1982,  certainly,  but  there  have  been  similar  dips  in 
earlier  recession  periods  (such  as  1980,  1974-75,  1970,  1958). 

More  important,  manufacturing's  share  of  gross  national  product  in 
real  terms  has  been  remarkably  consistent — between  20%  and  22% — 
since  1960.  In  1985  that  share  was  running  at  the  top  end  of  the  range. 

The  pattern  is  the  same  for  all  goods-producing  industries.  For  25  years 
this  broader  measure  (manufacturing  plus  mining  and  construction) 
has  fluctuated  in  the  relatively  narrow  range  of  41%  to  45%  of  real 
GNP.  In  1985  it  was  well  above  the  middle  of  that  range. 

Now  how  can  this  be,  when  the  rush  to  a  service  economy  has 
accelerated  and  when  U.S.  manufacturing  has  been  losing  market 
share  to  imports,  sloughing  off  workers  and  generally  moaning  about 
its  fate?  The  answer,  explains  Brookings  Institution  Senior  Fellow 
Robert  Lawrence,  lies  in  what  might  be  called  the  relative  price  effect. 

Investments  that  increase  efficiency,  combined  with  import  competi- 
tion, have  in  recent  years  forced  down  the  price  of  goods  manufactured 
in  the  U.S.  relative  to  the  price  of  other  goods  or  services  in  the 
economy.  "But  consumers  have  yet  to  react  to  these  lower  relative 
prices,  and  so  fewer  current  dollars  end  up  in  manufacturers'  pockets," 
says  Lawrence.  (In  the  jargon,  demand  is  inelastic.) 

The  volume  of  U.S. -made  goods  has  changed  little  in  real  terms, 
relative  to  the  rest  of  the  economy.  GNP  has  increased  13%  since  the 
recovery,  and  production  of  goods  and  services  increased  by  around 
14%.  Meanwhile,  consumer  spending,  boosted  by  borrowing,  is  up  by 
16%  overall  and  19%  for  goods.  The  gap  has  been  filled  by  imports; 
hence,  in  part,  the  trade  deficit. 

All  this  makes  a  picture  quite  different  from  one  painted  using 
current  dollar  numbers.  The  latter  shows  a  dramatic  swing  from 
manufacturing  to  services  since  1960.  Using  this  comparison,  manu- 
facturing has  shrunk  from  a  near  30%  share  to  a  bit  over  a  20%  share 
now,  while  services  have  risen  from  60%  to  68%  of  the  current  dollar 
economy.  It  makes  good  headlines,  but  is,  of  course,  an  inaccurate 
picture  and  a  poor  guide  to  policy. 

Important  confirmation  that  the  gloom-mongers'  picture  is  wrong 
comes  from  the  industrial  production  and  industrial  capacity  figures. 

Since  the  recovery,  industrial  production  has  risen  by  around  14%,  but 
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What's  Ahead  for  Business 


Manufacturing  jobs 
are  down, 
relatively,  but 
productivity  is  up 


And  remember, 
the  lags  are 
always  longer 


The  prospect: 
less  than  rosy, 
but  better  than 
many  say 


(continued  from  previous  page) 

the  capacity  figures  have  stayed  around  the  80%  to  82%  range.  If  the 
U.S.'  manufacturing  capability  was  being  squeezed,  the  capacity  utili- 
zation figure  would  by  now  be  in  excess  of  90%  and,  as  a  result,  a 
roaring  inflation  would  be  our  lot.  Clearly  it  is  not;  most  bosses] 
complain  of  underdemand. 

Where  there  clearly  has  been  shrinkage,  though,  is  in  manufactur- j 
ing's  share  of  employment.  This  has  declined  from  31%  of  nonfarm! 
employment  in  1960  to  20%  now. 

But  even  this  has  its  less  worrying  side.  While  there  has  been  a  steady 
increase  in  the  number  of  jobs  in  services,  hence  its  rising  share,  the 
actual  number  of  jobs  in  manufacturing  has  remained  remarkably 
stable.  A  fairly  steady  increase  in  manufacturing  jobs  following  World 
War  II  peaked  at  around  20.2  million  in  1960.  It  has  wobbled  since  then 
in  line  with  the  vicissitudes  of  the  economy,  hitting  an  alltime  high  of 
21  million  in  1979,  and  is  now  around  19.5  million. 

Rising  productivity  in  manufacturing  is,  of  course,  a  result  of  this 
combination  of  rising  current  dollar  output  and  falling  employment.  I 

Paradoxically,  there's  an  unhappy  side  to  this:  A  significant  part 
of  the  gain  in  efficiency  has  come  about  because  of  plant  closings.  In 1 
steel,  for  instance,  the  remarkable  productivity  gains  since  1980  have 
mostly  resulted  from  disinvestment — and  more  flexible  work  rules — j 
and  less  from  capital  spending  on  new,  more  efficient  processes. 

It  is  idle  speculation  to  wonder  how  many  marginal  manufacturing 
operations  would  still  be  open  if  bosses  had  known  in  advance  of  the 
dollar's  engineered  decline.  But  now  the  prospect  is  that  many  of  the 
kinds  of  operations  that  were  "outsourced"  abroad  over  the  past  three , 
to  four  years  will  in  future  be  situated  in  the  U.S. 

Along  with  the  so-called  T-curve  effect,  where  a  falling  currency  first 
increases  the  trade  deficit  before  it  improves  it,  this  change  will  take 
time.  In  fact,  the  lags  are  always  longer  than  expected,  and,  despite  oil's 
downward  nudge,  the  trade  deficit  for  1986  will  be  only  a  little  less 
(and  conceivably  a  little  more)  than  1985's  awful  $153  billion  record. 

The  trend  to  a  service  economy  has  been  under  way  for  30  years 
and  is  a  natural  effect  in  a  mature  economy.  That  trend  accelerated  as  a 
result  of  inflation  in  the  1970s.  That's  why  it  is  important  to  examine 
the  outcome  in  real-world  terms  (in  more  senses  than  one). 

The  process  of  adjusting  to  new  realities  clearly  reached  near  disloca- 
tion point  for  some  older  industries.  And,  to  be  sure,  it  has  been 
especially  nasty  for  individuals  displaced  by  structural  change.  One 
result  is  the  increasing  demand  for  ever  more  protection. 

Reopened  obsolete  plants — never  mind  new  ones — in  low  added-value 
industries  are  obviously  not  in  the  cards.  But  the  abatement  of  infla- 
tion, falling  energy  prices  and  the  dollar's  decline  will  in  a  year  or  so 
lead  to  resumed  growth  in  higher  technology  capacity  in  the  U.S. 

The  fact  is  that  the  gloom  about  the  prospects  for  U.S.  manufacturing 
has  been  unhealthily  overdone. 
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FIRST  FORUM 


ALVIN  TOFFLER 

ON  TRUSTING  THE  OTHER  GUY'S  COMPUTER. 


The  coming  convergence  of 
artificial  intelligence  and  elec- 
tronic money  will  force  many 
changes  in  the  way  we  make 
decisions.  It  will  even  alter  the 
meaning  of  trust  in  our  daily 
affairs. 

Most  important  decisions 
in  business  and  government 
today  require  more  information 
than  anyone  individual  com- 
mands. Knowing  they  cannot 
know  everything,  directors  and 
managers  are  forced  to  "trust" 
others. 

Sometimes  they  hold  their 
breath  while  doing  so.  Sometimes 
it  is  their  wallet  they  hold.  Never- 
theless, big  decisions  are  almost 
always  based  in  part  on  trust. 

Computers  and  electronic 
money  can't  change  this,  but 
they  will  change  the  criteria  for 
trust  itself. 

in  the  past,  trust  was 
heavily  based  on  personal  fac- 
tors. The  glint  of  the  eye,  the 
firmness  of  a  handshake,  a 
simple  smile  could  make  the 
difference.  Of  course,  smart 
businessmen  also  wanted  to 
know  about  the  performance, 
problems  and  plans  of  the 


person  or  institution  on  whom 
they  were  being  asked  to  rely, 
And  these  tests  of  trust,  will,  no 
doubt,  remain  important. 

But  as  artificial  intelli- 
gence, expert  systems,  sophisti- 
cated simulations  and  financial 
modeling  come  into  wider  play, 
they  will  increasingly  force  us  to 
question  the  assumptions  built 
right  into  their  software. 

These  techniques  smack  of 
objectivity.  But  smart  decision- 
makers know  that  total  objec- 
tivity is  impossible,  and  they  will 
want  to  identify  the  biases  that 
are  (inevitably)  hidden  in  the 
software  designs. 

In  the  future,  the  willingness 
of  a  company  to  level  with  its 
customers  about  the  assumptions 
designed  into  its  software  will 
indicate  how  much  trust  it 
deserves.  The  most  trusted  of 
all  will  be  those  firms  that  invite 
their  customers  to  participate  in 
the  design  process. 

Which  raises  a  final  tan- 
talizing question:  we  now  have 
laws  regulating  "truth  in  lend- 
ing" and  "truth  in  advertising'.' 
Will  these  someday  be  followed 
by  laws  to  enforce  "truth  in 
simulation,  modeling  and  knowl- 
edge engineering?" 


Banks  have  always  been  th 
trusted  third  party  in  relation- 
ships involving  money.  At  First 
Chicago,  our  plans  for  the  futur 
are  designed  to  preserve  that 
trust. 

We  will  soon  introduce  th< 
first  industry-specific  corporate 
trade  payment  system.  It's  a 
breakthrough  that  will  bean 
electronic  payment  and  infor- 
mation system  for  corporate 
trade.  As  important  as  what  it  w 
do  is  how  it  has  been  developei 

First  Chicago's  new  elec- 
tronic tools  for  profit  are  create 
for  our  customers  by  working 
with  our  customers. 

Scott  Bates,  senior  vice 
president  of  First  Chicago's  Cas 
Management  Sales  Group,  can1 
explain  how  electronic  banking 
will  make  your  future  better. 

Call  Scott  at  312-732-2193. 
While  his  firm  handshake  can't 
be  extended  over  the  telephon 
we  trust  what  he  has  to  say  wil 
be  important  to  you. 

FIRST  CHICAGO 

The  First  National  Bank  of  Chicag 


Forbes 


Businesses  dorit  just  grow  and  slowly  grow  old;  they  oscillate 
Understanding  this  rhythm  may  be  the  beginning  of  wisdom  fo? 
businessmen,  investors  and  economists. 

Bring  on  the  wild 
and  crazy  people 


By  James  Cook 


-v. 


MIT's  small-business  guru  Darid  Birch 
In  big  business  as  in  small,  the  biological  analogy  doesn't  apply. 


In  business  as  in  nature,  bigness  id 
no  guarantee  of  success,  no  guar- 
antee even  of  survival.  Witness 
the  recent  fall  of  once  mighty  Interna- 
tional Harvester.  Or  look  at  some 
companies  that  stood  high  on  The 
Forbes  Sales  500  only  15  years  agoj 
Kaiser  Steel,  Sperry  &  Hutchinson, 
Cerro,  Bendix  and  Pullman.  Great 
companies  once,  now  vanished  intc 
merger  or  liquidation. 

Who  could  have  predicted  two  de- 
cades ago  that  such  splendid  corpora- 
tions as  W.T.  Grant,  Revere  Copper  &i 
Brass  and  Addressograph-Multigraph 
would  go  bankrupt?  Bankrupt?  Why, 
they  were  the  very  epitome  of  corpo- 
rate greatness. 

And  less  than  20  years  ago  such] 
high-ranking  Forbes  Sales  500  compa- 
nies as  Apple  Computer  (392)  and  In- 
tel (470)  were  startups  in  somebody's 
garage.  By  contrast  LTV,  which 
ranked  21st  in  1970,  ended  up  70th) 
last  year;  Singer,  which  ranked  52nd, 
is  now  number  290.  On  the  other 
hand,  Citicorp  was  76th  in  1970,  14th) 
last  year. 

Faced  with  this  rise  and  decline  of 
corporate  vitality,  most  people  apply 
a  biological  analogy:  Companies  are) 
like  people.  They  are  born,  they  devel- 
op into  a  lusty  youth  and  adolescence, 
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settle  down  to  middle-aged 
jaunchiness  and  finally  grow 
eeble  and  die.  So,  for  an  inves- 
:or,  the  trick  is  to  get  them 
•vhile  they  are  babies,  early  in 
:he  life  cycle. 

Or  is  it?  David  Birch,  who 
leads  a  business  research  pro- 
pram  at  the  Massachusetts  In- 
stitute of  Technology,  has  stud- 
ed  the  situation  and  concluded 
:hat  the  biological  analogy 
ioesn't  really  apply.  In  busi- 
less,  he  says,  death  is  anything 
jut  inevitable,  nor  is  growth  in 
i  straight  line.  Companies,  he 
>ays,  can  grow,  then  shrink  and 
:hen  grow  again.  A  company 
Ioesn't  have  just  one  life;  poten- 
ially,  it  has  many. 

Look  at  Chrysler.  It  was  small 
vhen  supersalesman  Walter 
Zhrysler  left  General  Motors  to 
evitalize  the  Maxwell  Motor 
I!ar  Co.  in  1920.  Renamed  the 
Chrysler  Corp.,  his  company  ranked 
imong  the  automobile  industry's  big 
hree  by  the  outbreak  of  World  War  DL 
Jy  the  late  Seventies,  however, 
Zhrysler  was  on  its  deathbed.  End  of 
iaga?  Not  at  all.  Nursed  by  Iacocca 
ind  given  a  federal  credit  transfusion, 
he  invalid  rose  from  its  bed  and  again 
)ecame  one  of  the  liveliest  companies 
iround. 

Whole  industries,  too,  rise,  fall  and 
ise  again.  Some  do  grow  old  and  die. 
3or  example,  office  machinery  cora- 
)anies  that  stayed  too  long  with  the 
)ld  technology.  But  other  industries 
:bb  and  flow,  expand  and  contract  and 
hen  expand  again.  Right  now  a  slew 
)f  industries  are  on  the  ebb:  energy, 
arm  equipment,  metals  and 
nining,  and  machine  tools, 
imong  others.  Suffering  badly 
ire  such  sterling  outfits  as  John 
Deere,  Inco  and  Newmont  Min- 
ng,  Cincinnati  Milacron,  Cross 
k  Trecker,  and  Schlumberger. 
iut  only  a  fool  would  bet  that 
lone  of  them  will  rise  again, 
rhe  railroads  are  especially  in- 
:eresting.  A  decade  ago  you 
:ould  scarcely  feel  their  pulse;  it 
vas  hard  to  find  an  analyst  fol- 
owing  them.  Today  many  of 
:he  railroads  are  beginning  to 
ook  a  lot  more  like  growth 
stocks  again. 

Birch  likes  to  compare  the 
msiness  universe  to  a  thunder- 
:loud,  with  currents  of  air  rising 
md  falling,  heating  up  and  cooi- 
ng off.  So  businesses,  as  Birch 
sees  them,  are  constantly  rising 
md  falling,  not  just  going  into 
md  out  of  business,  but  con- 
stantly changing  their  size — 


Companies,  he  says,  can  grow, 
then  shrink  and  then  grow  again. 
A  company  doesn't  have  just  one  life; 
potentially,  it  has  many. 


Illustrmtons  bv  Chas  H  sldckman 


getting  larger,  getting  smaller,  grow- 
ing into  and  out  of  being  really  large 
companies,  becoming  small. 

It's  a  cosmic  view,  and  Birch  sounds 
sometimes  like  Heracleitus  on  the  in- 
stability of  the  universe.  All  is  flux, 
all  chaos.  But  after  all,  isn't  reality 
rather  like  that — chaotic,  confusing, 
unpredictable? 

Birch  is  both  a  physicist  and  an 
economist  by  training,  and  so  it  is 
perhaps  natural  that  he  should  see 
business  in  more  complex  terms  than 
most  observers.  Now  48,  he  spends 
much  of  his  time  trying  to  measure 
statistically  the  incredible  fluidity  of 
business  enterprise.  He  also  runs  a 
consulting   firm   called  Cognetics, 


It's  as  if,  Birch  says,  some  of  these 
pulsating  companies  were  learning 

as  they  go,  making  mistakes  and 
recovering  from  them,  overextending 
and  paying  a  price  for  it. 


which  tracks  7  million  busi- 
nesses and,  for  a  fee,  will  match 
needs  with  skills. 

You  might  call  Birch  a  stu- 
dent of  change.  He  made  a  name 
for  himself  back  in  1979  with  a 
pioneering  study,  based  on  the 
files  of  Dun  &  Bradstreet's  cred- 
it-rating operation,  called  The 
Job  Generation  Process.  Birch 
identified  small  firms — rather 
than  large  ones — as  the  main 
source  of  new  jobs  in  the  Ameri- 
can economy.  From  massaging 
those  D&B  figures,  Birch  dis- 
covered that  about  66%  of 
America's  new  jobs  came  from 
firms  with  20  or  fewer  employ- 
ees. That  conclusion  was  star- 
tling at  the  time  it  was  drawn; 
the  accepted  wisdom  had  it  that 
big  business  was  where  the  jobs 
were.  So  he  helped  change  the 
way  we  all  see  the  economy. 
In  the  same  way,  Birch's  con- 
clusion about  the  durability  of  com- 
panies may  come  to  influence  the  way 
we  invest  and  the  way  we  run  our 
businesses.  "Firms,"  he  says,  "oscil- 
late and  pulsate  enormously,  and  the 
more  dynamic  they  are,  the  more  they 
oscillate  and  pulsate.  The  more  suc- 
cessful companies  have  big  downers 
and  big  uppers."  This  means:  Don't 
count  a  company  out  just  because  it 
has  a  couple  of  bad  years.  And  don't 
assume  a  company  will  grow  forever 
just  because  it  has  had  a  decade  of 
explosive  growth.  Says  Birch:  "Over  a 
two-  or  three-year  cycle,  the  best  pre- 
dictor of  decline  is  previous  growth. 
And  the  best  predictor  of  growth  is 
previous  decline." 

In  other  words,  don't  project 
the  immediate  past  into  the  in- 
definite future.  All  too  many 
people  do.  Economists.  Inves- 
tors. Business  people. 

Among  the  big  companies, 
the  act  of  shrinking  is  not  neces- 
sarily fatal.  It's  as  if,  Birch  says, 
some  of  these  pulsating  compa- 
nies were  learning  as  they  go, 
making  mistakes  and  recover- 
ing from  them,  overextending 
and  paying  a  price  for  it.  It's  a 
kind  of  toughening  process.  A 
company  faced  with  crisis  may 
adapt  and  go  on  to  prosper — 
Chrysler.  Or  it  may  succumb  to 
the  crisis — W.T.  Grant.  But 
there  is  nothing  inevitable 
about  how  the  crisis  will  come 
out,  no  "life  cycle"  involved. 

Are  you  listening,  all  you 
stock  pickers  out  there?  If  you 
can  identify  the  older  compa- 
nies that  are  going  to  gain 
strength  from  a  crisis  rather 
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than  succumb  to  it,  you  can 
make  lots  of  money.  You  will  be 
able  to  buy  their  shares  when 
they  are  cheap. 

It's  not  simply  a  matter  of 
contrarian  investing.  It's  recog- 
nizing which  companies  have 
the  seeds  of  renewal  in  them,  as 
Penn  Central  did,  and  which  do 
not.  Will  International  Harvest- 
er, reborn  as  Navistar,  have  a 
second  youth?  Will  Avon  Prod- 
ucts, which  went  from  small 
and  sleepy  to  big  and  glamor- 
ous, resume  its  growth  curve? 
(See  Forbes,  Apr.  21.)  Both  are 
possible;  neither  is  guaranteed. 
Who  would  have  guessed  20 
years  ago  that,  as  K  mart,  S.S. 
Kresge  would  succeed  in  con- 
verting itself  into  a  retailing  gi- 
ant to  rival  Sears  even  while  its 
old  rival  Grant  was  going  under 
and  another  rival,  Woolworth, 
was  stagnating? 

What  lessons,  then,  for  manage- 
ment? That  to  stand  still  is  to  die. 
That  to  take  risks  is  to  be  alive;  to 
seek  security  is  to  be  moribund.  Birch: 
"For  every  corporation  in  the  U.S.,  the 
best  predictor  of  death  is  stability." 

Growth  by  acquisition  is  not  what 
Birch  sees  as  life-enhancing  growth. 
Acquisition  hampers  real  growth, 
Birch  says,  because  it  focuses  manage- 
ment's attention  on  the  wrong  things. 
Acquisitors  think  of  companies  they 
buy  in  biological  terms,  as  growing, 
declining  or  stable,  rather  than  oscil- 
lating. Result:  They  tend  to  buy  them 
when  they  are  growing  briskly  and 
then  lose  patience  when  the  growth 
ebbs.  So  the  acquisitor  turns  divestor. 
Buy  at  the  wrong  time.  Sell  at  the 
wrong  time.  That's  the  bottom  line  in 
most  acquisitions. 

For  confirmation  of  Birch's 
thesis,  look  at  the  copper  indus- 
try. Its  two  biggest  players,  Ana- 
conda and  Kennecott,  were  ac- 
quired and  virtually  destroyed 
by  big  companies  that  lost  pa- 
tience when  copper  went  into  a 
slump.  By  contrast,  which  cop- 
per companies  survived?  Phelps 
Dodge  and  Asarco — indepen- 
dent and  left  to  their  own  re- 
sources. These  survivors,  hav- 
ing no  rich  uncle,  were  forced  to 
live  by  their  wits.  The  acquired 
companies  were  pampered  by 
their  acquirers  with  lots  of 
money  and  lots  of  management, 
and  they  sickened  and  died. 

What  about  these  small  com- 
panies that  Birch  credits  with 
most  job  creation?  The  term 
"small  business"  encompasses 
a  lot  of  variations.  There  is  one 


Acquisitors  think  of  companies 

they  buy  in  biological  terms, 
as  growing,  declining  or  stable, 
rather  than  oscillating. 


group  that  Birch  thinks  of  as  income 
substitution — that  is,  instead  of 
working  for  somebody  else,  you  work 
for  yourself.  Such  businesses  consti- 
tute 85%  of  all  firms  in  the  U.S.,  and 
they  create  a  lot  of  jobs,  because  there 
are  many  such  firms  being  formed 
every  year.  But  they're  not  dynamic. 
You  open  a  drugstore  or  a  service  sta- 
tion or  a  consulting  service  and  hire 
an  employee  or  two,  but  that's  about 
it.  You  don't  glow.  You're  not  going 
anywhere. 

So  where  do  the  new  jobs  come 
from?  A  minority  of  small  businesses, 
but  an  identifiable  minority.  He  finds 
that  the  U.S.  economy  has  12%  to 
14%  of  small  companies  growing  at 
an  explosive  rate.  These  are  where  the 
new  jobs  come  from. 

You  can't  predict  which  companies 


And  he  says:  Treasure  your 
entrepreneurs,  because  it  is  from 
their  unfettered  and  sometimes 
undisciplined  efforts  that  job 
creation  will  come. 


will  live  and  which  will  die,  but 
you  can  predict  this:  Companies 
go  out  of  business  at  roughly  the 
same  7%  to  10%  rate  every 
year,  and  this  means,  Birch  says, 
that  to  stay  even  a  region  has  to 
replace  50%  of  its  job  base  every 
five  years. 

Which  leads  Birch  to  give 
some  advice  to  the  politicians: 
Don't  try  to  preserve  dying  in- 
dustries. "Don't  try  to  influence 
the  rate  of  job  loss,"  Birch  says, 
"since  it  is  practically  the  same 
all  over  the  country,  and  worry 
instead  about  how  to  encourage 
job  replacement." 

And  he  says:  Treasure  your 
entrepreneurs,  because  it  is 
from  their  unfettered  and  some- 
times undisciplined  efforts  that 
job  creation  will  come.  A  half- 
century  ago,  when  the  U.S.  was 
heavily  dependent  upon  mass- 
produced  products  to  meet  most  of  its 
needs,  large  companies,  with  their 
concentrations  of  labor,  physical  and 
capital  resources,  inevitably  came  to 
dominate  the  economy.  But  as  our 
affluence  has  grown  and  our  wants 
have  multiplied,  grown  less  material 
and  more  fragmented,  mass-produced 
goods  inevitably  fulfill  an  ever-de- 
creasing proportion  of  our  needs. 
Here's  where  small  business,  with  its 
far  lower  capital  resources  and  labor 
requirements,  its  far  greater  adapt- 
ability and  flexibility,  has  emerged  to 
fill  the  gap. 

Interestingly  enough,  Birch  says,  of  I 
all  our  industrial  competitors,  only 
Japan  duplicates  the  small-business 
pattern  of  the  U.S.  As  in  the  U.S.,  j 
small  companies  these  days  are  gener- 
ating virtually  all  of  Japan's  new  jobs. 
"The  Japanese  look  just  about 
like  us,"  Birch  explains.  I  think 
we're  playing  the  same  game. 
The  only  edge  we  have  over  the 
Japanese  is  our  creativity.  I 
mean,  they  don't  have  the  wild 
and  crazy  people.  They  don't 
have  Steve  Jobs.  And  Albert  Ein- 
stein. We  have  them,  we  thrive 
on  them." 
Wild  and  crazy  people.  Inno- 
•  vators.  Entrepreneurs.  If  Con- 
gress really  cares  about  the 
health  of  the  economy,  it 
should  stop  talking  protection- 
ism, it  should  cease  worrying 
about  how  to  check  the — often 
healthy — shrinkage  of  big  busi- 
nesses. It  should  concentrate  on 
creating  an  environment  in 
which  these  wild,  crazy  entre- 
preneurs can  work  their  magic 
creating  new  companies  and  re- 
storing ailing  older  ones.  ■ 
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Toe  Third  World's  hopes  hang,  not  on 
negaprojects,  but  on  millions  of  tiny  en- 
repreneurs  in  the  "informal"  economy, 
lut  how  to  get  them  capital? 

Let  a  thousand 
flowers  bloom 


By  Robert  McGough 


B 


arrel- chested  Domingo  Tur- 
by  has  profit  margins  that 
would  make  most  industrial- 
ts  drool.  His  Turby  Industrial, 
hich  he  founded  five  years  ago,  nets 
5%  on  its  sales  of  milled  salt.  He 
;lls  to  stores  for  half  the  price  of  his 


competitor,  a  sluggish  corporation 
owned  by  the  government  of  the  Do- 
minican Republic.  Now  Turby,  53,  is 
going  after  the  market  for  refined  salt, 
where  he  expects  a  return  of  40%  or 
so  on  far  greater  sales. 

But  Turby  is  not  your  ordinary  in- 
dustrialist. After  working  a  ten-hour 
day,  his  blue  T  shirt  is  stained  brown 


with  grease.  Rain  drips  through  the 
corrugated  zinc  roof  of  his  refinery. 

"My  ambition  has  always  been  to 
own  my  own  refinery,"  he  says 
through  an  interpreter.  "I  will  always 
be  a  poor  man.  But  my  sons  will  have 
a  different  life." 

The  dream  of  a  better  life  has  been 
receding  for  years  in  Third  World 
countries  like  the  Dominican  Repub- 
lic. In  1984  alone,  poor  countries  re- 
ceived $34  billion  in  development  as- 
sistance and  $25  billion  in  bank  loans. 
In  1979  they  received  $30  billion  and 
$50  billion,  respectively.  But  the 
grand  projects  thrust  on  the  Third 
World  by  remote  bankers  and  govern- 
ments— mechanized  mines,  saw- 
mills, hydroelectric  dams — haven't 
earned  enough  to  pay  off  their  loans. 
Where  did  the  money  go?  Some  of  it 
bought  luxuries  for  corrupt  ministers 
and  their  middlemen.  Most  of  it  sim- 
ply disappeared  down  the  sinkholes  of 
inefficient  government  corporations, 
which  were  themselves  hard  hit  by 
falling  commodity  prices. 

A  few  Third  World  governments 
have  begun  to  unfetter  their  markets. 
In  March,  in  order  to  get  a  World  Bank 
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loan  of  $1  billion,  Mexico  agreed  to 
close  44  unprofitable  state-owned 
companies  and  agencies. 

But  the  people  in  many  cases  are  a 
step  ahead  of  their  governments,  hav- 
ing already  established  free  markets 
in  the  informal  economy.  With  the 
tacit  acceptance  but  not  the  official 
sanction  of  their  governments,  these 
small  businesses  employ  more  than 
half  the  population  in  places  like  San- 
to Domingo,  the  capital  of  the  Do- 
minican Republic.  They  make  needed 
products:  chairs,  mattresses,  shirts, 
shoes,  utensils. 

When  small  businessmen  get  even 
tiny  amounts  of  capital,  they  achieve 
the  kind  of  success  that,  on  a  large 
scale,  might  transform  their  nations' 
economies.  Says  Jane  Jacobs,  a  pro- 
vocative thinker  about  urban  issues: 
"The  salvation  of  these  dreadfully-off 
economies,  if  there  is  going  to  be  a 
salvation,  is  in  this  kind  of  thing." 

But  providing  capital  to  hardscrab- 
ble  entrepreneurs  is  difficult.  Because 
of  administrative  costs,  commercial 
banks  cannot  lend  profitably  in  the 
amounts  needed,  which  can  be  as  tiny 
as  $50.  Frequently  the  borrowers  lack 
collateral.  After  many  false  starts, 
some  small  banks  in  Bangladesh,  In- 
dia, Indonesia,  Peru  and  other  coun- 
tries have  been  developing  a  new  kind 
of  banking.  One  of  the  best  of  these 
small-stake  bankers  is  Ademi — from 
Association  for  the  Development  of 
Microbusinesses — in  the  Dominican 
Republic. 

The  rain  has  just  ended  at  el  Mer- 
cado  Nuevo,  the  poorest  marketplace 
in  Santo  Domingo.  In  the  air  is  the 


smell  of  rotting  citrus  fruit,  and  of 
mud  churned  up  by  tricicleros,  street 
vendors  pedaling  three-wheeled  vehi- 
cles. Ademi  has  made  loans  as  small 
as  $100  to  vendors  here.  By  subdivid- 
ing the  borrowers  into  "solidarity 
groups"  of  four  or  five  members 
each,  Ademi  substitutes  peer  pres- 
sure for  collateral.  It  will  make  new 
loans  to  any  of  a  group's  members 
only  when  each  borrower  has  repaid 
the  previous  loan. 

Horacio,  one  of  the  Ademi  borrow- 
ers, stands  in  his  fruit  stall,  sur- 
rounded by  papayas,  sweet  sapodillas 
and  white  cantaloupes.  A  bumper 
sticker  reading  in  Spanish  "I  love 
Christ"  sticks  to  his  table.  For  his 
working  capital,  to  buy  the  fruit  he 
sells,  he  used  to  pay  loan  sharks  1%  a 
day.  Now  he  pays  Ademi  1.8%  a 
month  on  a  six-week  loan.  What  is  he 
doing  with  the  new  profits?  "I  am 
making  a  concrete  roof  for  my  home," 
he  says  proudly.  It  used  to  be  zinc. 

Three-year-old  Ademi  is  the  brain- 
child of  Camilo  Lluberes,  a  Domini- 
can shipowner.  He  came  up  with  new 
techniques  for  lending  to  small  busi- 
nesses after  an  earlier  program  failed 
to  collect  on  its  loans.  Now  Ademi 
has  a  default  rate  of  less  than  3%. 
With  an  average  loan  life  of  only  three 
or  four  months,  it  quickly  recycles  its 
$330,000  loan  portfolio.  Its  clients 
have  deposited  the  equivalent  of 
$120,000  in  a  local  bank  (Ademi  does 
not  yet  take  deposits).  "They  didn't 
even  know  what  a  savings  account 
was  before,"  Lluberes  says  in  accent- 
ed but  fluent  English. 
There  are  other  Ademis.  Grameen 


58 


A  bottling  plant  for  mabi,  a  ciderlike  soft  drink 

Instead  of  stainless  steel  drums,  wooden  barrels  and  recycled  soft-drink  bottles. 


Bank  has  lent  an  average  of  $60  to 
175,000  small  farmers  and  business- 
men in  Bangladesh.  A  bank  in  Ghana 
is  in  trouble  after  a  promising  start, 
but  BKK  in  Indonesia  is  earning  a  re- 
turn of  about  7%  on  its  portfolio. 

Some  of  Ademi's  clients  are  grow- 
ing large  enough  to  borrow  from  com- 
mercial banks.  But,  says  Lluberes, 
"We  would  never  require  them  to  in- 
corporate legally.  That  means  having 
to  pay  taxes.  Also,  they  would  get  all 
kinds  of  regulation — prices,  mini- 
mum wage.  There  are  a  lot  of  children 
working." 

Children  are  everywhere  hammer- 
ing soles  and  sewing  uppers  at  Crea- 
ciones  Castillos,  a  shoe  factory  in  San- 
to Domingo  owned  by  Florenzio  Cas- 
tillo. The  factory  is  crowded  onto  a 
hillside  in  a  poor  neighborhood.  To 
walk  between  the  two  buildings  you 
squeeze  by  a  cinder-block  house 
where  two  toothless  old  women  are 
cooking  soup. 

Since  Ademi  arrived,  Castillo  has 
grown  from  15  to  55  employees.  He 
uses  Ademi  loans  to  buy  raw  materi- 
als such  as  cardboard  and  polyure- 
thane  for  women's  shoes,  which  he 
sells  wholesale  for  13.5  pesos  (about 
$4.50).  "The  moneylenders  keep  com- 
ing to  offer  money,"  Castillo  says, 
"but  I  tell  them  I  don't  need  it." 


One  advantage  of  an  informal  fac- 
tory is  that  it  rarely  spends  precious 
foreign  exchange  to  import  equip- 
ment. A  factory  by  the  Ozama  River 
that  makes  mabi,  a  ciderlike  soft 
drink,  can't  get  stainless  steel  drums. 
It  uses  wooden  barrels  and  bottles  re- 
cycled from  other  soft  drinks — Pepsi, 
7UP,  Red  Rock. 

Domingo  Turby  got  his  first  taste  of 
the  salt  business  installing  govern- 
ment-owned salt  refining  equipment 
made  from  costly  imported  parts.  He 
built  his  private  refinery  entirely  by 
himself,  from  scrap.  His  centrifuge 
used  to  be  a  washing  machine.  The 
seals  on  the  heat-exchanging  tower 
came  from  bicycle  tires.  Lluberes  was 
surprised  to  find  in  Turby's  refinery  a 
water  pump  and  smokestack  from  a 
ship  he  had  scrapped.  "Es  mas  economi- 
cal' Turby  says,  grinning. 

Turby  has  invested  about  $70,000 
in  the  refinery.  Buying  a  new  plant,  he 
says,  would  have  cost  $500,000.  Un- 
like his  competition  in  the  formal  sec- 
tor, he  is  not  under  political  pressure 
to  hire  people  he  doesn't  need.  One 
Dominican  utility  executive  had  to 
threaten  to  resign  to  eliminate  100 
no-shows  from  his  payroll. 

Ademi  has  lent  to  2,400  firms,  em- 
ploying about  8,800,  but  that's  only  a 
drop  in  the  1.5-milhon  population  of 


Santo  Domingo.  Ademi  will  grow  as 
much  as  Lluberes  thinks  it  can,  to  a 
portfolio  of  12  million  pesos  ($4  mil- 
lion), only  if  it  is  self-sustaining.  The 
average  loan  last  year  was  $535,  and 
even  at  the  effective  22%  annual  in- 
terest rate  it  charges,  the  bank  cov- 
ered only  80%  of  its  expenses  last 
year,  because  of  expansion  costs.  The 
rest  was  picked  up  by  groups  such  as 
the  U.S.  Agency  for  International  De- 
velopment and  the  Inter-American 
Development  Bank.  Accion  Interna- 
tional, a  Cambridge,  Mass.  outfit,  ad- 
vises Ademi  and  other  microbanks  in 
Latin  America. 

Lluberes  will  raise  interest  rates  if 
necessary  to  cover  expenses.  "If  they 
can  pay  2%  per  day  [to  loansharksj, 
they  can  pay  2.3%  per  month,"  he 
says.  "The  only  way  these  programs 
can  succeed  all  over  the  world  is  if 
they  are  self-sufficient." 

The  World  Bank,  with  $72  billion  in 
assets,  doesn't  support  microbanks 
(it's  "studying"  them).  The  big  loans 
capture  the  headlines.  But  the  under- 
ground trickle  of  capital  from  micro- 
banks  does  more  to  nourish  free  mar- 
kets in  the  Third  World. 

"Can  you  see  a  government  telling 
a  guy  like  Turby  that  he  has  to  lower 
his  prices?"  asks  Lluberes.  "They 
would  have  to  kill  him."  ■ 
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Why  would  any  company  use  an  unpre- 
possessing 55-year-old  man  wearing  a 
bleached-blond  wig  to  sell  its  products? 

The  Good 
Housekeeping 
seal  for  hip 


By  Lisa  Gubernick 


Back  in  1962,  when  Andy  first 
started  painting  soup  cans,  the 
Campbell  people  were  morti- 
:ied,"  says  James  Moran,  spokesman 
or  the  New  Jersey  soup  company. 
'They  didn't  want  to  acknowledge 
lis  existence.  We've  come  a  long  way 
n  24  years." 

Indeed.  Last  fall  the 
Campbell  Soup  Co.  com- 
missioned Warhol  to  paint  a 
Dortrait  of  its  newest  prod- 
jct,  dried  soup.  The  unveil- 
ng  of  the  portrait  at  New 
fork  City's  Whitney  Muse- 
am  doubled  as  Campbell's 
?roduct  launch. 

Why  would  Campbell — 
3r  any  company — hire  a  55- 
^ear-old  man  with  unpre- 
sossessing  looks  wearing  a 
ileached-blond  wig  to  sell 
ts  product? 

"We  wanted  to  show  that 
:he  company  had  gotten 
nore  contemporary,  less 
Jtodgy,"  says  Paul  Co- 
nisky,  Campbell's  market- 

ng  director  for  dry  food.   

rhis  was  particularly  critical  to 
Campbell,  which  believes  that  con- 
sumers aged  20  to  48  are  most  likely 
:o  buy  its  new  packet  soup  line.  Andy 
las  helped,  too,  Comisky  says.  Over 
:he  last  five  months  Campbell's  dried 
>oup  has  picked  up  an  18%  market 
share  from  a  standing  start.  Campbell 
iid  it  by  sipping  a  bit  at  Lipton's  mar- 
ket, but  most  of  the  sales  are  from 
lew  business.  The  dry  soup  market, 


in  fact,  has  expanded  by  35%  since 
last  fall. 

Campbell  hasn't  been  the  only  one 
to  capitalize  on  Warhol's  elusive  ap- 
peal. In  the  last  two  years  a  half-dozen 
companies  have  spent  tens  of  thou- 
sands of  dollars  to  use  Andy  Warhol  to 
peddle  their  products.  He  may  not  be 
as  popular  or  as  wholesome  a  spokes- 


Andy  Warhol  and  dog  in  a  Pontiac  TV  commercial 
"Want  real  excitement?" 


man  as  Bill  Cosby  or  John  Houseman. 
Nonetheless,  the  pope  of  pop  has  be- 
come the  Good  Housekeeping  seal  of 
approval  for  hip. 

"Putting  Andy  in  our  commercial 
gave  our  cars  the  seal  of  approval  for 
the  young  market,"  says  Robert  Con- 
roy,  executive  director  of  the  TriState 
(New  York,  New  Jersey  and  Connecti- 
cut) Pontiac  Dealers  Association,  now 
using  Warhol,  along  with  semirecog- 


nizable  celebrities  and  ordinary  peo- 
ple, in  its  television  ad  campaign. 
"He's  perfect  for  Pontiac.  We  don't 
sell  really  exotic  sports  cars.  Our  Fire- 
birds are  for  people  who  want  to  look 
sporty  and  offbeat  but  can't  afford  a 
Porsche." 

The  Warhol  30-second  spot  opens 
with  Andy  and  his  buff -coated  pug, 
Fortune,  as  a  voice-over  intones, 
"What  was  the  last  exciting  thing  that 
happened  to  you?"  Andy  stares  bale- 
fully  at  the  dog,  who  emits  a  plaintive 
yawn.  The  scene  switches  to  a  Fire- 
bird racing  down  a  mountain  road. 
The  announcer  then  exclaims  with 
real  gusto,  "Want  real  excitement? 
We've  got  it." 

Conroy  says  the  "excitement"  cam- 
paign has  excited  customers  to  the 
tune  of  a  29%  increase  in  sales  in  the 
tristate  area,  compared  with  9%  na- 
tionwide. Diet  Coke,  Vidal  Sassoon 
and  even  GO  office  furniture  have 
also  found  that  Andy  Warhol  sells. 

How  has  the  producer  of  such  un- 
derground film  classics  as  Trash,  Heat 
and  Bike  Boy  made  the  crossover  to 
mainstream  America?  He  has  man- 
aged to  temper  his  image  with  the 
times.  He  is  still  thought  of  as  resting 
dangerously  on  the  cutting  edge  of 
culture,  but  Madison  Avenue  execu- 
tives know  that  he  will  never  let  his 
particularly  blase  brand  of  camp  in- 
sult the  client. 

efTMcNamara       "His  portrait  of  the  soup 
M    box  is  less  stark,  a  lot  more 
I    flattering,  than  the  first  por- 
I    traits  he  did  of  the  soup 
I    cans,"     says  Campbell's 
Moran.  The  golden  hues 
make  the  box  of  chicken 
noodle  soup  look  vaguely 
beatific,  in  sharp  contrast  to 
the  harsh,  flat  Xerox  quality 
of  his  earliest  work. 

Andy  Warhol's  trademark 
two-tone  hairdo  (a  blond 
wig  worn  atop  his  own  dyed 
black  tonsure)  hardly  seems 
the  thing  to  sell  hair  prod- 
ucts. But  Andy  was  recently 
featured  in  an  eight-month 
print  advertisement  series 
for  Vidal  Sassoon's  men's 
hairspray  in  GQ,  Playboy  and 

  Esquire.    "We    wanted  to 

make  it  clear  that  the  Vidal  Sassoon 
man  doesn't  have  to  be  obsessed  with 
preening  to  buy  hair  care  products," 
says  Gerald  Casanova,  account  super- 
visor for  Vidal  Sassoon  at  ad  agency 
Peter  Rogers  Associates  in  New  York. 
"Andy  provided  the  sense  of  humor, 
the  sparkle  that  was  the  anchor  for 
the  campaign." 

What  do  all  these  celebrity  appear- 
ances add  up  to  for  Andy?  Less  than 


cORBES,  APRIL  28,  1986 


6] 


PATHFINDER. 


\  X  /  hen  you  have 
V  Va  guide  that 
really  knows  the  ter- 
ritory, the  search  for  mi 
new  industrial  sites  is  ________ 

far  less  harrowing.  Norfolk  Southern, 
The  Thoroughbred  of  Transportation, 
has  thorough  knowledge  of  potential 
sites  in  the  areas  it  serves.  Its  industrial 
development  experts  have  an  enviable 
record  of  matching  available  resources 
with  your  needs — from  access  to  high- 
way systems  or  navigable  waterways  to 
special  utility  services.  They'll  find  areas 
where  the  work  force  is  especially 
receptive  to  your  business.  They'll  do  it 


.  efficiently.  In 
;  confidence. 

Once  your  site  is 
I  selected,  you'll  have 
-fi---'-  i v  access  to  Norfolk 

Southern's  far-reaching  rail  system 
and  all  the  benefits  of  Thoroughbred 
Service.  That  means  excellent 
equipment  and  a  quick  response  to 
your  needs. 

For  more  information,  and  a  copy  of 
our  Capabilities  brochure,  call  John 
Anderson,  Norfolk  Southern's  Assistant 
Vice  President,  Industrial  Development, 
at  (404)  529-1591.  With  the  pathfinder, 
exploring  new  terrain  is  easy. 


NORFOLK 
SOUTHERN 


you  might  think.  While  Campbell 
won't  say  what  Andy  got  for  his  por- 
trait of  dehydrated  soup,  TriState 
Pontiac  paid  just  $2,500  for  Andy's 
appearance — about  one-twelfth  what 
he  gets  for  a  commissioned  portrait. 

But  clearly  Andy  is  interested  in 
more  than  the  money.  "Andy  does 
commercials  if  he  likes  the  firm  and 
he  thinks  the  people  are  nice,"  dead- 
pans Vincent  Fremont,  executive  vice 
president  of  Andy  Warhol  Enterprises. 
More  to  the  point,  keeping  Andy's 
face  in  trendy  magazines  and  on  TV 
reminds  millions  of  consumers  that 
the  artist  retains  his  status  as  a  sym- 
bol of  all  that  is  safely  avant.  That,  in 
turn,  helps  keep  Andy's  art  selling. 

The  man  who  started  his  career  on 
Madison  Avenue  painting  shoe  ads  for 
tony  Manhattan  shops  now  markets 
himself  as  the  vector  for  all  that  is 
cool.  Which  is  precisely  why  the  man 
who  told  us  we  would  all  be  famous 
for  15  minutes  nearly  20  years  ago  has 
managed  to  maintain  a  secure  place 
on  the  media  stage. 


Brand  name  diamonds? 

A one-carat  D-Flawless  diamond 
that  sold  for  $60,000  six  years  ago 
probably  fetches  only  $12,000  today. 
Diamonds  are  forever? 

Nevertheless,  a  pair  of  diamond 
merchants,  father  and  son,  intend  to 
polish  their  bottom  line  by  convinc- 
ing consumers  that  a  brand  name 
makes  a  diamond  more  desirable. 

Traditionally  a  diamond's  size,  clar- 
ity and  the  elegance  with  which  it  is 
cut  establish  its  value.  These,  plus  the 
sophisticated  efforts  of  the  De  Beers 
monopoly  to  promote  sentimental 
value  and  spur  new  sales.  De  Beers 
spent  about  $35  million  on  advertis- 
ing in  the  U.S.  market  alone  last  year. 
The  appeal  to  sentiment  is  still  pow- 
erful, but,  with  inflation  down,  prices 
have  never  recovered. 

Enter  Maurice  Tempelsman  and 
son  Leon,  who  last  fall  launched  a  $4 
million  national  advertising  cam- 
paign (jumping  to  at  least  $6  million 
this  year)  to  put  the  name  "Lazare"  on 
the  lips  of  potential  diamond  buyers 
across  the  country.  They  hired  Mar- 
geotes,  Fertitta  &  Weiss,  the  Manhat- 
tan ad  agency  behind  Remy  Martin 
and  Godiva  chocolates,  which  created 
a  series  of  ads  mainly  for  mass  circula- 
tion magazines  like  Bride's,  Glamour 
and  Sports  Illustrated  depicting  a  glow- 
ing diamond  with  the  slogan,  "The 
Lazare  Diamond — Setting  the  stan- 
dard for  brilliance." 

Lazare  is  from  Lazare  Kaplan  Inter- 
national Inc.,  the  only  publicly  traded 


THE     LAZARE  DIAMOND' 


A  Lazare  magazine  ad  (above)  and  (in- 
set) laser-made  identification  number 

diamond  cutter  and  wholesaler  in  the 
country.  The  firm  went  into  Chapter 
11  in  1983.  The  Tempelsmans  res- 
cued it  with  $23  million  that  bought  a 
controlling  interest,  inventory  valued 
at  $5  million  and  a  name  famous 
mainly  among  diamond  dealers.  The 
company  turned  no  profit  in  1985  on 
sales  of  $16  million. 

That's  why  the  Tempelsmans  are 
trying  to  build  sales  with  a  variety  of 
marketing  gimmicks.  For  example, 
consumers  are  being  sold  diamonds 
complete  with  a  Lazare  logo,  an  iden- 
tification number  and  even  a  message 
if  desired.  Each  can  be  printed  on  La- 
zare diamonds,  though  in  characters 
invisible  to  the  naked  eye,  with  a  laser 
engraving  process  that  does  not  di- 
minish the  stone's  brilliance. 

Emphasizing  product  quality  and 
consistency,  and  charging  more  for  it, 
sounds  like  a  traditional  brand  name 
approach. 

But  Lazare  has  other  things  to  sell. 


Maurice  and  Leon  Tempelsman 
Are  diamonds  like  chickens? 

Lazare  ads,  for  example,  push  the  la- 
ser-engraved inscription  as  "a  unique 
means  of  identification"  that  the 
company  touts  as  a  protective  device, 
useful  for  recovering  lost  or  stolen 
stones  or  for  insurance  purposes.  The 
trouble  is  that  the  inscription  can  be 
removed  from  the  diamond 
by  any  thief  equipped  with 
the  right  tools. 

More  than  that,  Lazare 
Kaplan  seems  to  be  a  bit  am- 
bivalent about  the  integrity 
of  its  brand  name  since  it  allows  some 
retailers,  including  Tiffany,  to  decline 
to  use  it.  Tiffany  orders  the  logo  pol- 
ished off  the  Lazare  diamonds  it  buys. 

But  not  every  jewelry  store  has  the 
Tiffany  attitude  toward  its  business, 
or  its  reputation.  And  it  may  well  be 
that  retailers  without  an  established 
national  name  will  welcome  the  La- 
zare Kaplan  campaign  in  order  to 
build  business.  Roy  Dudenhoeffer, 
president  of  Dudenhoeffer's  Fine  Jew- 
elers in  San  Diego,  credits  30%  of  his 
solitaire  diamond  sales  to  the  Lazare 
inscription.  "It's  a  great  talking 
point,"  he  says.  "People  get  really  ex- 
cited when  I  show  them  the  number 
under  a  microscope." 

For  all  the  peculiarities  in  the  dia- 
mond business,  then,  there's  a  plausi- 
ble pdint  to  the  Lazare  campaign.  It 
seems  to  be  true  that  most  diamond 
buyers,  even  of  the  higher  quality 
stones  that  Lazare  specializes  in,  are 
unsophisticated  and  more  than  a  little 
uptight.  "A  diamond  purchase  is  one 
of  the  largest  a  person  makes,  and  for 
many  of  them  it's  a  blind  purchase," 
explains  Vice  Chairman  Leon  Tem- 
pelsman. "So  we  provide  name  recog- 
nition, similar  on  the  low  end  to  a 
Perdue  chicken  or  on  the  higher  end 
to  a  Rolls-Royce."-— Rita  Koselka 
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!NA...for  all  the  commitments  you  make 

>mmitment  is  sharing  time  with  your  children. 

The  CNA  Insurance  Companies  understand 
e  importance  of  commitment.  And  CNA  provides 
kinds  of  insurance  to  help  those  who  make 
mmitments  keep  them. 

INSURANCE  FROM 

CNA 

Insurance  Companies/CNA  Plaza/Chicago,  IL  60685  •  Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  Pages 
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1      GIORGIO,  BEVERLY  HILLS. 


THE  GREAT  NEW  AMERICAN  FRAGRANCE 


FOR  MEN 
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THE  GIFT  THE  EXTRAORDINARY  GIFT. 

sively  at  Giorgio,  Beverly  Hills;  New  York  and  very  few  select  stores. 
I  Or  call  1-800  GIORGIO  anytime. 


What  should  taxpayers  fear  more  than  an 
mdit?  The  ultimate  audit. 

The  IRS' 

guinea  pigs 


By  Laura  Saunders 

I'm  a  very  independent  lady,"  a 
42-year-old  real  estate  agent  from 
New  Jersey  was  telling  us.  "But  at 
le  end,  I  had  tears  in  my  eyes." 
This  taxpayer  recently  survived  the 
IS'  Taxpayer  Compliance  Measure- 
lent  Program,  TCMP  for  short.  "The 
ltimate  audit"  would  be  a  better 
ame.  Every  three  years,  the  IRS  puts 
idividual  taxpayers  under  a  high- 
owered  microscope;  44,000  individ- 
al  returns  for  1985  are  the  next  to  be 
jbjected  to  this  scrutiny. 
"It  took  me  every  night  for  a  month 
ist  to  prepare  for  the  audit,"  the  lady 
;al  estate  agent  recalls.  "They  grilled 
le  for  three  hours — no  small  talk,  not 
ven  a  cup  of  coffee.  He  [the  IRS 
Ejent]  made  me  feel  like  a  criminal." 
In  most  audits,  the  taxmen  are  in- 
vested in  only  a  few  items  on  the 
:turn.  But  in  the  ultimate  audit,  they 
an  make  you  substantiate  every  sin- 
le  claim,  every  single  deduction  in 
xcruciating  detail.  Then  they  grant 
ou  the  privilege  of  trying  to  prove  a 
egative:  that  you  aren't  guilty  of  hid- 
lg  income. 

"They're  all  horror  shows,"  says 
an  Francisco  CPA  Donald  Ricart,  of 
le  ultimate  audits,  "fust  by  defini- 
on,  they're  horror  shows.  They  cost 
ly  clients  five  to  ten  times  what  a 
ormal  audit  would." 

The  Treasury's  point  is  not  to  col- 
:ct  a  lot  of  back  taxes  and  penalties, 
ut  to  use  the  ultimate  audit  as  re- 
^arch  on  how  well  the  system  is 
working.  The  IRS  picks  its  guinea  pigs 
t  random,  though  the  odds  vary  ac- 
ording  to  income  and  classification, 
or  short-form  filers,  the  odds  are 
,796-to-l  against  being  picked.  For 
lost  1040  filers  with  over  $100,000  of 
icome,  the  odds  drop  to  338-to-l. 
armers  filing  Schedule  F  with  over 


Chas  B  Slackman 


$100,000  of  income  have  a  1 -in- 105 
chance.  That  you  have  always  kept 
your  nose  clean  in  the  past  has  no 
bearing  on  the  odds. 

As  it  turns  out,  the  real  estate  agent 
from  New  Jersey  who  survived  the 
TCMP  treatment  got  off  easily.  Okay, 
so  the  agent  did  demand  a  copy  of  her 
divorce  decree;  and  called  her  hostile 
ex-husband  to  make  sure  he  really  had 
received  the  couple's  vacation  home; 
and  made  her  get  a  letter  from  her 
bank  proving  that  she  had  a  mortgage; 
and  so  on.  But  at  least  her  audit  was  at 
the  local  IRS  office.  Most  ultimate 
audits  take  place  in  the  taxpayer's 
home,  so  the  agent  can  poke  around 
for  expensive  cars,  artwork  and  other 
visible  signs  of  hidden  income.  Where 
did  you  get  the  money  for  that  new 
barbecue?  A  new  tennis  court,  on 
$35,000  a  year? 

What's  more,  the  auditor  didn't  ask 
the  real  estate  agent  for  copies  of  her 
children's  birth  certificates  and 
school  certificates — to  ensure  that 
she  wasn't  making  up  nonexistent 
children,  or  resurrecting  dead  ones. 
Ultimate  auditees  must  often  produce 
these  and  many  more  documents. 

In  another  departure  from  the 
norm,  the  agent  didn't  force  her  to 


account  for  every  single  deposit  in  her 
checking  account,  possibly  because 
total  deposits  were  within  5%  or  so  of 
her  income.  And  fortunately,  she 
wasn't  a  member  of  any  small  part- 
nerships or  closely  held  corporations. 

To  see  how  excruciating  the  ulti- 
mate audit  can  be,  consider  the  plight 
of  a  client  of  New  Jersey  CPA  Douglas 
Stives.  A  family  corporation  that 
owned  a  shopping  center  got  called  up 
for  a  TCMP  audit.  "It  was  a  very  sim- 
ple business — not  even  a  tax  shelter. 
But  the  agent  went  through  every 
lease,  every  check,  every  W2  form,  the 
corporate  charter,  the  minute  book, 
everything,"  says  Stives. 

Then,  because  part  of  the  stock  was 
held  in  trust,  the  agents  examined 
returns  of  the  two  family  patriarchs 
and  their  six  children.  Then  they  scru- 
tinized returns  for  eight  partnerships 
holding  buildings  also  held  by  the 
family.  In  all,  over  30  returns  were 
audited,  line  by  line.  Corporate  char- 
ters, travel  and  entertainment  rec- 
ords— all  had  to  be  produced. 

The  result  of  all  this?  The  IRS  ruled 
that  an  innocent  mistake  caused  a 
constructive  dividend  from  the  corpo- 
ration to  one  of  the  shareholders.  That 
cost  the  family  about  $30,000  in  tax- 
es, and  another  $30,000  in  lawyers' 
and  accountants'  fees  to  liquidate  the 
corporation  into  a  partnership. 

Because  it  uses  the  ultimate  audit 
information  for  research  purposes, 
you  might  think  the  IRS  would  be 
somewhat  more  lenient  to  taxpayers 
when  monetary  negotiations  arise. 
Forget  that  idea.  If  anything,  the 
agents  will  quibble  over  even  more 
minuscule  amounts  than  usual. 

"I  had  a  client  with  adjusted  gross 
income  of  over  $1  million  who  had  to 
pay  tax  on  a  $30  credit  card  interest 
deduction  that  he  couldn't  prove," 
says  Barry  Salzberg,  tax  partner  at  De- 
loitte  Haskins  &  Sells.  "And  that  was 
over  two  years  after  the  fact." 

In  most  TCMP  audits,  the  extra 
money  collected  would  hardly  seem 
worth  the  effort.  The  program's  re- 
sults show  that  individuals'  returns 
are  90%  accurate. 

The  ultimate  audit  has  already  been 
challenged  in  the  courts.  But  the  Su- 
preme Court  has  let  stand  a  lower 
court  decision  upholding  the  TCMP 
program,  on  the  grounds  that  this  au- 
dit, like  any  other,  is  used  by  the  IRS 
to  determine  the  tax  liability  of  the 
taxpayer. 

Quite  possibly,  then,  the  taxpayer's 
best  hope  is  that  the  names  of  a  few 
influential  congressmen  come  up  in 
the  next  ultimate  audit  lottery.  Were 
that  to  happen,  future  victims  might 
at  least  get  a  cup  of  coffee.  ■ 
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Numbers  Game 


What  if  the  federal  government  were  re- 
quired to  keep  its  books  the  way  it  makes 
companies  keep  theirs? 

Uncle  Sam's 
horror  show 


By  Rita  Koselka 


A QUICK    CURRENT    EVENTS  QUIZ! 
Was  the  federal  deficit  $185 
i  billion  in  1984?  Or  $333  bil- 
lion? Was  it  5.2%  of  GNP?  Or  9.3%  ? 

If  you  thought  the  deficit  was  $185 
billion,  5.2%  of  GNP,  don't  be  embar- 
rassed. The  government  reported 
those  numbers.  Accountants  at  Big 
Eight  accounting  firm  Arthur  Ander- 
sen &  Co.  argue  that  if  Uncle  Sam 
were  forced  to  keep  his  books  the  way 
publicly  owned  companies 
must  keep  theirs,  the  last  fis- 
cal year's  deficit  would  have 
exceeded  $333  billion,  over 
9%  of  GNP. 

How  can  the  bureaucrats 
arrive  at  a  figure  so  much 
lower  than  the  accountants' 
result?  Because  the  federal 
government  keeps  its  books 
on  what  amounts  to  a  cash- 
based  accounting  system. 
Public  companies  use  Gener- 
ally Accepted  Accounting 
Principles.  GAAP  is  based  on 
accrual,  as  opposed  to  cash, 
accounting. 

That  is  quite  a  difference. 
When  the  Treasury  receives 
$356  billion  in  income  tax 
payments,  say,  it  credits  Un- 
cle Sam's  income  statement. 
When  it  spends  $3  billion  on 
a  new  aircraft  carrier,  it  deb- 
its the  income  statement  for 
the  carrier's  full  cost. 

Depreciation  on  the  carri- 
er? Officially,  the  bureau- 
crats prepare  no  consolidated 
federal  government  balance 
sheet.  So,  no  depreciation. 
Cash  in  and  cash  out  is  all 
that  matters. 


Under  accrual  accounting,  accoun- 
tants try  to  match  revenues  and  ex- 
penses in  the  period  they  occur.  The 
$3  billion  carrier,  for  example,  might 
have  an  active  life  of  30  years.  Each 
year  it  loses  $100  million  in  value, 
under  straight  line  depreciation. 

Arthur  Andersen's  accountants 
worked  up  a  consolidated  federal  bal- 
ance sheet  as  of  Sept.  30,  1984.  It 
includes  property  and  equipment,  at 
cost,  $612  billion  less  accumulated 
depreciation  of  $300  billion.  In  a 
sense,  that  $300  billion  re- 
flects money  the  country 
should  have  been  setting 
aside  to  replace  assets  as  they 
wear  out.  That  we  haven't 
set  it  aside  means  more  taxes 
down  the  road. 

If  you  want  to  scare  your- 
self, consider  Social  Security. 
Under  cash  accounting,  only 
the  current  year's  actual  ex- 
penditure on  Social  Security 


l  h\  Chx-,  B  Slack 


The  cash  GAAP  gap 


By  keeping  its  books  on  a  cash  basis,  as  individuals 
keep  their  checkbooks,  the  federal  government  re- 
ports deficits  far  lower  than  would  be  reported 
under  the  accrual  accounting  that  companies  use. 


Annual  deficit  in  nominal  dollars  iSbillionsl  Annual  deficit  as  percent  of  GNP 
□  Cash  basis    ■  GAAP  basis  □  Cash  basis    ■  GAAP  basis 


80      81      '82      '83  '84 


Source:  Arthur  Andersen  &>  Co 


is  reflected  in  the  government's  deficit. 
Under  GAAP,  however,  the  accoun- 
tants estimate  Social  Security's  entire 
unfunded  liability.  It  now  exceeds  $4.2 
trillion.  Since  part  of  the  future  liabil- 
ity is  being  earned  today,  as  future 
recipients  work,  GAAP  requires  that  a  • 
portion  of  the  future  liability  also  be 
recognized  today.  Arthur  Andersen's 
accountants  calculate  this  noncash  So- 
cial Security  expense  at  $133  billion, 
for  a  total  Social  Security  expenditure 
in  1 984  of  $3 1 2  billion.  Under  the  cash 
system,  Social  Security  in  the  last  fis- 
cal year  cost  the  country  only  $179 
billion.  The  $133  billion  difference  is  a 
primary  reason  that  the  1984  deficit 
was  $333  billion  under  GAAP,  vs.  $  1 85 
billion  under  cash. 

Net  result?  Adding  in  accrued  So- 
cial Security  obligations  of  $1.9  tril- 
lion, plus  accrued  federal  pensions, 
retirement  and  disability  obligations 
of  nearly  $1.3  trillion,  Arthur  Ander- 
sen's GAAP  books  conclude  the  accu- 
mulated federal  deficit  now  exceeds 
$4.7  trillion.  Compare  that  with  the 
$1.3  trillion  in  U.S.  government  obli- 
gations currently  outstanding. 

Should  the  feds  be  required  to 
switch  to  GAAP?  The  White  House's 
Office  of  Management  &  Budget  cer- 
tainly doesn't  think  so.  "It's  a  terrible, 
arcane  idea,"  says  OMB  spokesman 
Edwin  Dale  of  the  GAAP  idea.  The 
OMB  technicians'  argument  is  that 
the  federal  government  should  follow 
different  accounting  principles  be- 
cause it  is  different. 

After  all,  unlike  a  company  or  even 
a  state,  the  federal  government  can 
always  print  more  money  to  satisfy  its 
obligations. 
With  such  an  advantage,  shouldn't 
Uncle  Sam  be  accorded  dif- 
ferent accounting  treatment? 
We  put  the  question  to 
Duane  Kullberg,  Arthur  An- 
dersen's chief  executive  offi- 
cer. Not  at  all,  Kullberg 
replied. 

"A  quarter  of  a  century  ago 
most  of  the  [U.S.']  debt  was 
owned  internally,"  Kullberg 
explained.  "But  today  the 
debt  is  more  externally 
owned  [and]  the  economic 
influences  on  the  U.S.  are 
different."  Better,  Kullberg  is 
saying,  to  disclose  Social  Se- 
curity's $4.2  trillion  unfund- 
ed liability  than  risk  a  run  on 
the  dollar  by  the  Japanese 
and  European  investors  on 
whom  Washington  depends 
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Only  the  very  dedicated 


CAN  MAKE  HISTORY 


mmm 

The  Royal  Oak  -  Day,  Date  and  Moon  face  in  18  k.  gold,  or  18  k.  gold  and  steel  or  all  steel for  men  &  women. 


In  1909,  Ettore  Bugatti  built  the  first  four-wheeled 
thoroughbred  in  history.  Determined  to  create  an 
automobile  of  unsurpassed  beauty,  he  was  pre- 
pared to  risk  everything  in  the  pursuit  of  this  one 
ideal.  And  that  is  why  each  of  his  cars  is  a  work  of 
art  that  cannot  be  copied. 

In  1970,  Audemars  Piguet  entrusted  its  master- 
watchmakers  with  a  new  and  challenging  mission. 
They  were  to  create  the  first  luxury  sports  watch. 

For  months,  designers  and  technicians  combined 
craftsmanship  with  technology  to  produce  a 
masterpiece  that  went  beyond  anything  that  had 
been  seen  before  or  since. 

A  landmark  in  watchmaking  history.  They 
revealed  bolts  and  burnished  metal  to  a  satiny 
sheen,  until  the  unprecedented  and  distinctive 
symmetry  they  were  striving  for  became  reality. 

The  Royal  Oak.  An  exclusive  concept  for  an 
exceptional  lifestyle.  Born  of  the  whole-hearted 
pursuit  of  an  ideal.  Where  cost  plays  no  part. 
Where  each  unique  piece  bears  a  number  to  tell  its 


tale  to  future  generations.  Where  copies  can  never 
equal  the  original. 

Today,  the  proud  owner  of  a  Royal  Oak  can  easily 
identify  with  the  spirit  of  the  craftsman  who  risked 
all  to  create  an  ideal.  A  dream  of  perfection  that 
became  part  of  history. 


ludemars  Piguet 

Known  only  by  those  who  know. 
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Global  Investment  Banking  

If  we  carit  do  it 


SEK 

Swedish  Export 
Credit  Corporation 

US$150,000,000 
5-  and  10- Year 
Interest  Rate  Swaps 

Prudential 
Global  Funding 


s 


I 


Nordiska 

Investeringsbanken 

US$112,352,576 
Interest  Rate  and 
Asset  Based  Swaps 

Prudential 
 Global  Funding 


I 


An  Unaffiliated 
Special  Purpose  Entity 
Providing  Financing  to 

The  Firestone  Tire  & 
Rubber  Company 

US$55,000,000 
4- Year  Interest 
Rate  Swap 

Prudential 
 Global  Funding 


! 


Trizec 

Corporation  Ltd. 

US$51,564,800/ 
ECU  56,000,000 
10- Year 

Currency  Swap 

Prudential 
  Global  Funding 


I 


Ford  Motor 
Credit  Company 

US$250,000,000 
5- Year  Interest 
Rate  Swap 

Prudential 
Global  Funding 


Electricite 
de  France 


US$91,789,700 
10-Year  Discount 
Interest  Rate  Swap 

Prudential 
 Global  Funding 


Bank  One 
Columbus  N.A. 

US$50,000,000 
5- Year  Interest 
Rate  Swap 

Prudential 
 Global  Funding 


I 


Marketable  Eurodollar 
Collateralised 
Securities 
Limited  ("MECS") 

US$100,000,000 
3-Year  Interest 
Rate  Swap 

Prudential 
Global  Funding 


I 

I 


I 


The  British  Petroleum 
Company  p.l.c. 

US$375,000,000 
Current  and  Forward 
Interest  Rate  Swaps 

Prudential 
Global  Funding 


r.i 


Scott  Paper 
Company 


SFr  217,000,000/ 
US$100,000,000 
15-Year  Currency  Swap 


Prudential 
Global  Funding 


Creditanstalt 
Bankverein 


US$30,000,000 
5- Year  Zero  Coupon 
Interest  Rate  Swap 


Prudential 
Global  Funding 


Multimedia,  Inc. 

US$200,000,000 
3-  and  5-Year 
Floating-Rate  Option 
Interest  Rate  Swaps 

Prudential 
Global  Funding 


h 


.I 


©  1986  Prudentlal-Bache  Securities.  Member  SIPC. 


t  carit  be  done. 


erest  rate  and  currency  swaps 
ossibly  the  most  complex  of  all 
ing  transactions, 
nsequently,  only  a  small  number 
jhisticated  financial  institutions 
in  swaps,  most  offering  only  a 
ed  number  of  solutions  to  solve 
le  variety  of  client  problems, 
derstanding  this,  Prudential 
al  Funding  was  formed  in  mid- 
with  a  philosophy  and  structure 
permits  unlimited  flexibility 
stom-tailoring  any  swap  that 
suits  a  clients  need, 
e  response  from  the  market? 
ecedented.  Sovereigns,  financial 
:utions,  multinational  corpora- 
-some  of  the  most  prestigious 
;ophisticated  borrowers  in  the 
il  capital  markets  quickly 
d  to  Prudential  Global  Funding, 
e  result?  Over  two  hundred 
actions  totaling  almost  eight 
»n  dollars  in  just  nine  short 
:hs.  Suddenly,  there  was  an- 
"  player  among  the  handful  of 
s  who  had  been  at  it  for  years, 
w  did  this  happen?  And  more 
irtantly,  why  might  it  matter 
u? 

The  makings  of  a  global 
merchant  bank. 

than  any  other  factor,  say  swap- 
the  secret  to  their  success  is 
\  able  to  assemble  a  wide  variety 
hnical,  trading  and  sales  skills 
i  single  well-oiled  machine'.' 
-Institutional  Investor, 
October,  1985 


As  part  of  the  more  than  one 
hundred  billion  dollar  corporate 
family  of  The  Prudential  Insurance 
Company  of  America,  Prudential 
Global  Funding,  and  its  clients, 
enjoy  extensive  global  resources. 

Prudential-Bache  Securities  and 
its  international  subsidiaries  pro- 
vide investment  banking  services, 
including  worldwide  securities  orig- 
ination and  distribution  capabilities. 

PruCapital  makes  direct  financing 
available  to  clients  in  the  United 
States.  P-B  Trade  Corporation  offers 
trade  financing  internationally.  And 
Prudential  Bank  and  Trust  supports 
institutional  clients  with  commer- 
cial banking  services. 

This  combination  of  services  gives 
Prudential  Global  Funding,  and  its 
clients,  instant  access  to  the  global 
capital  markets. 

The  rarity 
of  a  "AAA"  market-maker. 

'While  most  banks  are  prepared  to  take 
swaps  on  their  books  for  short  periods, 
the  number  who  can  always  be  relied 
upon  to  make  a  market  remains  very 
small.         -Euromoney,  April,  1985 

You  can  count  the  'AAA'-rated 
swap  market-makers  on  the  fingers 
of  one  hand.  Within  this  select  group, 
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idential 
bal  Funding 


:ft:  In  New  York:  John  H.  Copenhaver, 
Vice  President;  Bennett  M.  Goldstein, 
Vice  President;  J.  Dickson  Brown,  President, 
ion:  Stephen  Farrier,  Senior  Vice  President; 
in  Smith,  Senior  Vice  President. 


there  are  even  fewer,  like  Prudential 
Global  Funding,  who  maintain  a 
portfolio  of  swaps,  acting  as  the 
ultimate  principal  counterparty  to 
every  swap  they  make. 

The  portfolio  approach  allows 
maximum  flexibility  in  structuring  j 
any  deal,  speeds  transactions  by 
eliminating  the  need  to  find  the 
matching  side  of  a  swap  at  the  time 
of  execution,  and  lowers  cost. 

The  swap  specialists 
other  swap  specialists  turn  to. 

"A}  id  if  none  of  the  conventional  swaps  j 
fill  the  bill,  a  good  swapper  needs  to 
custom-make  one  on  the  spot'.' 

-Institutional  Investor,  October,  1985 

With  the  freedom  of  a  portfolio 
approach,  the  creativity  born  of  ex- 
perience, and  the  authority  to  make 
decisions,  Prudential  Global  Fund- 
ing's market-makers  can  structure 
and  commit  to  most  deals  within 
minutes-the  more  complex  within 
an  hour  or  two. 

Which  helps  explain  why  after 
just  nine  months,  the  Prudential 
Global  Funding  team  has  become 
the  swap  specialists  other  swap 
specialists  are  turning  to  in  increas-i 
ing  numbers. 

Do  you  have  enough  weight 
behind  you? 

Who  should  you  turn  to  for  your 
next  swap  transaction,  or  your  first? 
To  your  commercial  bank?  To  your 
investment  bank?  To  us? 

Frankly,  we  believe  there  is  too 
much  to  lose  (or  gain)  for  you  to 
accept  anything  less  than  a  swap 
team  with  as  much  weight  behind  it 
as  Prudential  Global  Funding.  That 
is  why  we  encourage  you  to  speak 
to  a  member  of  our  organization  in 
New  York  at  212-214-1547.  Or  in 
London  at  01-283-9166. 


Prudential-Bache 

Securities' 


increasingly  to  fund  its  deficits.  More 
sensible,  too,  to  give  lawmakers  the 
information  they  need  to  make  supe- 
rior long-term  spending  decisions, 
and  taxpayers  the  data  they  need  to 
elect  superior  lawmakers. 

Surprisingly,  Kullbcrg's  is  not  a 
voice  in  the  wind.  Last  November 
Charles  Bowsher,  the  General  Ac- 
counting Office's  controller  general, 
told  every  federal  agency  to  prepare  an 


accrual-based  financial  report  starting 
in  fiscal  1985  (which  ended  Sept.  30). 

The  Treasury,  moreover,  has  since 
1-975  prepared  a  consolidated  GAAP- 
based  financial  statement.  The  num- 
bers are  often  estimates,  and  the  docu- 
ment is  unofficial,  in  part  because  of 
disputes  over  the  handling  of  the  So- 
cial Security  liability  and  the  treat- 
ment of  certain  assets  such  as  inter- 
state highways  and  national  treasures 


such  as  the  Washington  Monumen 
and  Grant's  Tomb. 

Ironically,  the  feds  themselves  fel 
it  necessary  to  recommend  that  statJ 
and  municipal  governments  keep  ac 
crual-based  financial  statements  aftej 
New  York  City's  fiscal  crisis  a  decadfl 
ago.  It  is  hard  to  argue  with  Arthui 
Andersen's  Kullberg  that  Uncle  Sarri 
should  do  the  same  for  his  taxpayers 
and  creditors.  ■ 


Taxing  Matters 


President  Reagan  promises  there  will  be  no 
tax  increase.  But  tax  increases  arent  the 
only  way  to  raise  revenues. 


Fees,  please 


By  Laura  Saunders 


.  .  .  I've  made  it  plain.  I  not  only  do  not 
believe  a  tax  increase  is  needed,  I  believe 
it  is  counterproductive. . . .  And  thei-efore 
I  am  going  to  oppose  a  tax  increase. 

Now,  we  have  some  revenue  increases 
in  our  own  budget  plan  . . .  increases  in 
fees,  for  example. . . . 
— Ronald  Reagan,  in  a  recent 
interview  with  the  New  York  Times. 

Strictly  speaking,  the  "fees"  to 
which  President  Reagan  refers 
are  not  taxes.  They  are  prices. 
More  specifically,  they  are  the  arbi- 
trarily set  user  fees  Washington 
charges  citizens  for  the  use  of  sundry 
government  services.  The  $2  you  pay 
to  take  your  car  into  Yellowstone 
Park,  for  example,  is  a  user  fee. 

Because  such  fees  are  set  not  by 
market  forces  but  by  bureaucrats, 
there  are  still  some  great  bargains 
available.  That  $2  entrance  fee  at  Yel- 
lowstone, for  example,  hasn't 
changed  in  14  years.  This  despite  the 
fact  that  the  National  Park  Service's 
cost  of  accommodating  visitors  rose 
149%  between  1971  and  1981.  The 
Coast  Guard  has  an  even  better  deal. 
If  you  capsize  your  boat,  the  Coast 
Guard  will  steam  to  the  rescue  free  of 
charge;  its  budget  is  paid  not  by  boat- 


ers but  by  taxpayers  at  large. 

Such  anomalies  are  a  real  opportu- 
nity for  Reagan.  On  grounds  of  fair- 
ness— why  should  a  taxpayer  in  Okla- 
homa pay  for  the  Coast  Guard  to  res- 
cue a  Calif  ornian? — the  Admini- 
stration can  help  push  down  income 
tax  rates  with  one  hand,  while  boost- 
ing user  fees  with  the  other.  Califor- 
nia Governor  George  Deukmejian  did 
something  like  this  adroitly  in  1983. 

Now,  tucked  away  in  the  Reagan 
Administration's  1987  budget  are  pro- 
posals to  raise  or  add  hundreds  of  user 
fees.  The  Administration  estimates 
they  would  bring  Uncle  Sam  an  addi- 
tional $3.3  billion  in  1987 — far  short 
of  the  $50  billion  needed  to  lower  tax 
rates,  but  every  little  bit  helps.  "We 
think  it  is  only  fair  to  do  this,"  the 
President  affirmed  to  the  Times. 

Who  would  be  affected?  fust  about 
everybody.  Visitors  to  national  parks 
and  national  forests,  boaters  rescued 


by  the  Coast  Guard,  sport  fishermen 
who  cast  in  coastal  waters,  taxpayers 
who  request  private  letter  rulings 
from  the  IRS,  and  beneficiaries  of  fed 
eral  credit  programs  like  Fannie  Mae 
are  only  a  few  whose  fees  would  rise. 
The  Administration's  proposals 
would  also  impose  or  raise  fees  on 
users  of  federal  meat  and  poultry  in-j 
spection  programs;  electric  utilities 
that  buy  enriched  uranium  from  the 

government;  employers  participate 
|  ing  in  the  Pension  Benefit  Guaran-i 
J  ty   Corp.   programs;   and  border; 

crossings  and  other  Customs  de-l 

partment  services. 

As  a  matter  of  public  finance  policy,! 
raising  revenue  through  user  fees! 
rather  than  income  taxes  is  a  depar- 
ture from  the  norm.  The  income  tax 
has  succeeded  politically  because  it  isj 
progressive,  which  is  old  newspeak 
for  soaking  the  rich.  Raising  user  fees, 
on  the  other  hand,  yields  results  simi- 
lar to  regressive  taxation:  It  costs  the 
rich  family  the  same  $2  to  visit  Yel- 
lowstone as  it  costs  the  poor  one.  (On 
the  third  hand,  prospering  families  are 
likelier  to  need  Coast  Guard  assis- 
tance; they,  not  the  poor,  should  pay.) 

How  the  Administration's  user  fee 
increase  proposals  will  fare  is  far  from 
clear.  In  the  past,  some  user  fee  pro- 
posals have  not  even  made  it  from  the 
President's  desk  through  the  budget 
committees.  If  they  do  make  it,  they 
then  must  go  to  the  proper  authoriz- 
ing committees  in  each  house  of  Con- 
gress. After  that  comes  the  House- 
Senate  conference  on  differences  be- 
tween the  budgets  passed  by  each 
house,  and  the  reconciliation  process. 

At  every  stage  of  this  tortuous  pro- 
cess, lobbyists  can  shoot  down  user 
fee  proposals,  no  matter  how  fair  and 
sensible  they  might  be.  Thus,  for  ex- 
ample, has  the  recreational  boating 
industry  successfully  swamped  calls 
for  extra  Coast  Guard  fees  since  1981. 

President  Reagan  is  certainly  cor- 
rect to  distinguish  taxes  from  user 
fees.  But  lowering  the  former  by  rais- 
ing the  latter  will  be  no  easy  task.  ■ 
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New  Power  New  Comfort.  New  Technology. 

New  Yorker 


The  1986  Turbo  New  Yorker  is  the  most  desir- 
>le  New  Yorker  ever.  This  is  the  luxury  car  that 
fines  the  new  technology  of  driving,  and  reflects 
irysler's  commitment  to  make  Made  in  America 
?an  something  again. 

Here  is  the  confidence  of  advanced  front- 
heel  drive  for  better  traction  on  slippery  surfaces. 

Here  is  the  option  of  turbocharging.  Once  you 
?l  its  power,  you'll  never  go  back  to  a  V-8  again. 
)r,  if  you  prefer,  for  1986  you  may  have  the  new 
5-liter  fuel  injected  engine,  standard.) 

Here  is  the  luxury  of  more  standard  features 
an  Buick  Electra.  You  enjoy  automatic  transmis- 

•d  warranty  at  dealer.  Excludes  leases  Restrictions  apply 


sion,  power  steering,  power  brakes,  power  win- 
dows, power  mirrors  and  new,  wider  50/50  pillow 
style  seats  among  your  comforts. 

And  here  is  Chrysler's  commitment  to  you: 
your  New  Yorker  is  backed  by  5-year  or  50,000-mile 
protection*  on  engine,  powertrain  and  outer 
body  rust-through.  Even  your  turbo  is  protected. 

Chrysler  invites  you  to  discover  the 
new  technology  of  driving.  Test  drive  Turbo 
New  Yorker  at  your  Chrysler-Plymouth 
dealer,  where  purchase  or  lease  may  be 
arranged. 

THE  COMPETITION  IS  GOOD.  WE  HAD  TO  BE  BETTER. 


Division  of 
Chrysler  Corporation 


Buckle  up  for  safety. 


On  the  Docket 


Henry  VI  wanted  to  kill  all  the  lawyers. 
Ronald  Reagan  may  have  a  better  ap- 
proach: Take  away  their  antitrust  business. 

Hey,  mister, 
need  a  lawyer? 


By  Janet  L.  Fix 


Any  day  now  a  moving  van  will 
haul  away  the  last  law  books, 
\  legal  briefs  and  memorabilia 
from  the  offices  of  Bergson,  Borkland, 
Margolis  &  Adler,  for  35  years  one  of 
Washington's  leading  antitrust  law 
firms.  As  of  Apr.  30  the 
firm  will  be  out  of  busi- 
ness, the  latest  casualty  in 
the  Reagan  Administra- 
tion's drive  to  curb  anti- 
trust enforcement. 

Some  16  of  the  largest 
mergers  in  U.S.  history 
have  occurred  under  the 
Reagan  Administration. 
Now  antitrust  regulators 
are  concentrating  enforce- 
ment on  such  matters  as 
horizontal  price-fixing 
and  bid-rigging  involving 
local  construction  firms. 
They're  turning  away 
from  vertical-price  or 
anticompetitive  merger 
against  big  corporations. 

Private  plaintiff  cases  nationwide, 
which  peaked  at  1,611  in  1977,  were 
down  by  500  cases  in  1984.  Mean- 
while, the  double-digit  yearly  growth 
in  attorneys  that  Washington  under- 
went in  the  late  1970s  has  now 
slowed  to  about  9%  annually. 

One  result  is  that  the  Justice  De- 
partment antitrust  division  currently 
has  100  fewer  attorneys  than  it  had 
only  five  years  ago.  But  the  carnage 
has  been  most  severe  among  private, 
boutique  law  firms  specializing  in 
antitrust.  Says  Thomas  E.  Kauper,  a 
Henry  M.  Butzel  professor  of  law  at 
the  University  of  Michigan  and  head 


of  the  Justice  Department's  antitrust 
division  from  1972  to  1976:  "It's  a  bit 
fanciful,  but  quite  believable,  that  ten 
years  from  now  we  won't  have  anti- 
trust legal  specialists  at  all." 

Few  firms  have  actually  gone  out  of 
business,  but  many  have  pared  staffs 
sharply   while   searching   for  new 


actions 


niches  elsewhere.  Howrey  &  Simon, 
once  a  leading  Washington,  D.C.- 
based  antitrust  firm,  has  shrunk  by 
38%  and  now  concentrates  on  govern- 
ment contracting,  trade  and  copyright 
law.  Wald  Harkrader  &  Ross,  another 
leading  firm,  has  declined  from  93 
attorneys  in  1984  to  45  attorneys,  and 
now  focuses  on  trade,  litigation  and 
utility  regulation. 

None  has  been  quite  so  hard  hit  as 
Bergson,  Borkland,  Margolis  &  Adler. 
After  Capital  Cities  merged  with 
ABC,  Bergson  lost  ABC,  a  client  of  35 
years,  and  more  than  15%  of  its  reve- 
nues to  a  firm  that  represents  Capital 
Cities.  Meanwhile,  one  of  the  firm's 
most    influential    partners,  Angus 


Macbeth,  a  onetime  Justice  Depart- 
ment environmental  official,  quit  to 
join  a  rival  firm,  Sidley  &  Austin, 
taking  with  him  most  of  Bergson's 
environmental  practice,  which  ac- 
counted for  another  30%  of  revenues. 
"We  were  left  to  make  a  cold,  hard 
business  decision,"  says  James  Loftis 
III,  Bergson's  43-year-old  managing 
partner.  Having  earlier  pared  the  staff 
by  50%,  the  managing  partners  had  no 
choice  but  to  tell  the  firm's  20  re- 
maining lawyers  to  look  for  new  jobs. 

Recent  proposed  Reagan  amend- 
ments to  antitrust  law  are  not  likely 
to  reverse  the  situation.  Says  Steven 
C.  Salop,  professor  of  economics  at 
Georgetown  University  Law  Center 
and  coauthor  of  a  Georgetown  Project 
report  on  private  antitrust  litigation: 
"Those  changes  dealing  with  mergers 
simply  codify  what  in  effect  the 
courts  and  the  government  have  man- 
dated by  their  actions  over  the  past 
ten  years:  that  mergers  are  not  illegal 
simply  because  they  are  big."  Adds  an 
official  at  Justice:  "This  Administra- 
tion simply  wants  to  make  sure  that 
some  future  Administration  can't 
Patrick  McDonnell  once  again  insist  that  big 
mergers  are  by  definition 
bad  mergers." 

The  proposed  five-part 
overhaul  would  amend 
 ■  key  sections  of  the  Clay- 
ton Act,  the  primary  anti- 
trust law  dealing  with 
ffi^j  mergers,  to  ease  the  abili- 
ty of  companies  to  merge 
by  requiring  that  there  be 
a  "significant  probability 
that  a  merger  will  be 
harmful  before  it  is  pro- 
hibited." Another  and 
more  controversial 
change  would  give  the 
President  power  to  ex- 
empt import-ravaged  companies  for 
up  to  five  years  from  antitrust  laws 
governing  mergers.  Most  appealing  of 
all  to  defendants  in  antitrust  cases, 
the  Administration  also  wants  to 
eliminate  treble-damage  awards  in 
most  civil  private  plaintiff  suits,  a 
step  that  would  further  reduce  the 
number  of  cases  brought. 

This  is  all  good  news  for  merger- 
minded  corporations.  "Conglomerate 
and  vertical  acquisitions  are  virtually 
immune  from  attack,"  attorney  Josh- 
ua F.  Greenberg  of  Kaye,  Scholer,  Fier- 
man,  Hays  &  Handler  said  at  a  meet- 
ing of  the  Conference  Board.  "If  ever 
there  was  a  time  to  consider  acquiring 
a  competitor,  it  is  now." 
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When  61  ,800  building  owners  wanted  comfort  and  efficiency 
in  their  office  buildings,  they  chose  Johnson  Controls.  That  was 
intelligent. 

Now,  intelligent  building  owners  who  want  to  create  a  better 
climate  for  business  choose  Johnson  Controls  for  systems  that 
are  leading  in  technology  today,  and  future- proof  against 
tomorrow. 

Give  us  a  call. 


©Johnson  Controls,  Inc  1985 


Johnson  Controls,  Inc..  Box  423,  Milwaukee,  Wl  53201 


They  say  there's  nothing  better  than 
steel  for  making  airplane  brakes.  But  Goodyear  said, 
"We'll  see  about  that,"  and  went  on  to  build  brakes 
made  of  carbon.  They  stop  like  steel,  but  weigh  a  lot 
less  and  last  three  times  as  long.  So  planes  can  save 
money  coming  and  going. 


When  a  conveyor  belt  carries  tons  of 
ore,  the  jagged  rock  can  cause  a  little  rip  which  may 
become  a  big  tear.  They  say  you  can't  prevent  that. 
But  Goodyear  said,  "Think  quick,"  and  created  Sensor 
Guard,®  an  electronic  system  that  shuts  down  the  belt 
if  it  starts  to  rip.  So  minor  problems  can't  turn  into 
major  disasters. 


Does  all  this  mean  that  thousands 
of  attorneys  can  now  be  counted  on  to  J 
walk  quietly  into  the  sunset?  Don't 
get  your  hopes  up.  "There's  probably 
as  many  of  us  out  there  as  ever/'  says 
J.  Paul  McGrath,  former  head  of  the 
Justice  Department's  antitrust  divi- 
sion. "We're  just  doing  different 
things."  Many  have  reappeared,  not  as 
litigators/but  as  "merger  and  acquisi- 
tion counselors,"  seeking  hefty  fees 
for  advice  on  how  to  avoid  antitrust 
pitfalls  as  well  as  for  putting  together 
the  sorts  of  deals  they  once  tried  to 
thwart. 

One  is  ever  reminded  of  the  venera-  ■ 
ble  Mexican  curse  that  goes:  "May 
your  life  be  filled  with  lawyers!" 


Easy  targets 

New  horror  stories  about  product 
tampering  keep  coming,  but  the 
legal  travails  of  Johnson  &  Johnson 
and  others  deriving  from  the  first  big 
scare,  the  fatal  Tylenol  poisonings  in 
1982,  have  only  just  begun. 

Judges  are  stretching  the  definitions 
of  negligence  to  strange  extremes 
while  product  tampering  becomes  in- 
creasingly common.  Now  the  trend  is 
to  hold  corporations  responsible  for 
tampering  even  when  there  is  no  evi- 
dence linking  the  companies  to  the 
actual  incidents. 

Until  recently,  judges  had  tended  to 
block  suits  against  manufacturers,  re- 
lying on  what  might  be  called  the 
cigar  stand  doctrine.  It  derived  from  a 
1950s  case  in  which  an  Ohio  man 
successfully  sued  a  cigar  stand  owner, 
but  lost  with  the  manufacturer,  when 
a  cigar  he  purchased  exploded  in  his 
face.  Reason:  There  was  no  evidence 
that  the  manufacturer  had  been  re- 
sponsible for  putting  the  explosive  in 
the  cigar.  But  last  September,  in  a 
similar  situation,  a  Kentucky  lower 
court  dismissal  was  overturned.  This 
occurred  even  though  there  was  no 
evidence  tying  Andrew  Jergens  Co., 
the  product's  manufacturer,  to  tam- 
pering with  a  shampoo  that  caused  a 
woman's  hair  to  fall  out. 

Allowing  such  cases  to  be  tried  can 
be  devastating  for  the  defendant, 
since  issues  of  fact  may  be  decided 
according  to  the  doctrine  of  res  ipsa 
loquitur  (literally,  the  thing — say, 
hair  falling  out — speaks  for  itself). 
Under  the  doctrine,  the  plaintiff 
doesn't  have  to  prove  that  tampering 
took  place  at  a  company's  plant.  In- 
stead, it's  up  to  the  manufacturer  to 
prove  the  act  did  not  take  place  there. 
Instead  of  being  proved  guilty,  the  de- 
fendant in  effect  has  the  burden  of 
proving  himself  innocent. 
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That's  the  situation  in  which  John- 
son &  Johnson  finds  itself  as  a  result 
of  the  1982  Tylenol  tampering  cases. 
The  firm's  effort  to  get  all  the  charges 
against  it  dismissed  on  the  grounds 
that  J&J  was  not  responsible  failed 
last  October  (although  some  counts 
were  dismissed).  The  cases  may  now 
proceed  to  trial  in  Illinois  state  court. 

So  far,  awards  in  contaminated- 
products  cases  remain  much  lower 
than  in  other  product  liability  suits. 
"In  the  garden  variety  of  these  cases, 
what  I  call  the  bug-in-the-soda-bottle 
lawsuits,  the  settlements  aren't 
large — usually  around  $2,000  to 
$10,000,"  says  Joseph  Zuckerman,  a 
partner  at  Rosenman  Colin  Freund 
Lewis  &  Cohen,  a  New  York  City- 
based  law  firm  that  handles  many 
product  liability  suits.  "But  there's 
never  been  a  case  like  the  Tylenol 
tampering,"  he  says. 

Meanwhile,  however,  litigation  is 
moving  in  a  new  direction,  says  Rick 
Oldenettel,  a  partner  at  Houston- 
based  Gilpin,  Maynard,  Parsons,  Pohl 
&  Bennett.  He  notes  that  juries  are 
beginning  to  blame  manufacturers 
simply  for  producing  items  that  can 
be  tampered  with.  In  the  fergens  case, 
a  Kentucky  appeals  court  concluded 
that  if  plaintiffs  convinced  the  jury 
that  "a  reasonably  prudent  manufac- 
turer would  have  sealed  its  product 
before  placing  it  on  the  market,"  the 
plaintiffs  could  recover  for  negli- 
gence, regardless  of  where  tampering 
took  place  or  who  did  it. 

That  prospect  terrifies  manufactur- 
ers. "Defective-marketing  liability  is 
absolute  liability  because  no  product 
is  completely  tamper-proof,"  says 
Roger  Fine,  associate  general  counsel 
at  Johnson  &  Johnson.  "I  can't  see  any 
judge  going  along  with  it."  But  Thom- 
as Reardon,  a  partner  and  health  care 
liability  specialist  at  the  Boston  law 
firm  of  Gaston  Snow  &  Ely  Bartlett, 
thinks  such  a  trend  is  likely.  "I  always 
thought  that  if  you  made  a  quality 
product,  did  the  best  job  you  could  to 
make  the  product  tamper-resistant, 
and  saw  to  it  damage  wasn't  done  in 
your  system,  you  were  safe,"  he  says. 
"But  there's  a  real  trend  toward  strict 
liability — a  trend  toward  'the  deep 
pocket  always  pays.'  " 

Meanwhile,  the  number  of  tamper- 
ing cases  will  undoubtedly  increase. 
Since  the  recent  Tylenol  tamperings 
in  Bronxville,  N.Y.,  consumer  prod- 
uct complaints  to  the  FDA  have  risen 
from  an  average  of  50  to  100  per  week 
to  100  daily.  A  good  number  will  like- 
ly lead  to  lawsuits  and  tough  liability 
judgments  by  juries,  common  sense 
notwithstanding. — Jill  Andresky 


They  say  American  management  and 
labor  will  never  team  up  to  win  the  race  against  for- 
eign competition.  But  Goodyear  people  said,  "Let's 


try."  Now  we're  working  smarter  by  working  together. 
And  that's  helped  us  build  better  products,  with 
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Careers 


"lhave  a  tremendous  amount  of  energy  to 
handle  it  all"  says  one  M.B.A-to-be.  "I 
hope  there  s  a  job  that  can  handle  me. " 

The  B-School 
A  Team 


By  Janet  Bamford 


T|ake  this  job  and  shove  it,"  is 
not  the  kind  of  tune  one  would 
expect  to  hear  from  some  of  the 
country's  best  and  brightest  M.B.A.s, 
who  are  the  most  highly  recruited  stu- 
dents in  America.  But  that  was  cer- 
tainly the  melody  in  the  air  at  the 
Graduate  Business  Conference,  a  con- 
fab held  last  month  at  the  University 
of  Pennsylvania's  Wharton  School. 
Forbes  was  in  attendance  at  the  con- 
ference, which  is  sponsored  by  Na- 
bisco Brands.  On  hand 
were  106  top  students 
from  30  of  the  650 
business  schools  that 
are  now  in  existence  in 
the  U.S. 

For  the  most  part, 
these  were  the  leaders 
of  their  business  school 
student  government 
associations.  Others 
were  picked  to  be  dele- 
gates by  faculty  and 
staff. 

Their  backgrounds 
are  varied — from  a  for- 
mer rabbinical  student 
to  former  teachers  to  a 
veteran  of  the  Los  An- 
geles Olympic  organiz- 
ing committee  staff. 
But  all  are  the  cream  of 
different  crops — Ivy 
League  schools,  presti- 
gious private  schools 
like  Northwestern  and 
Stanford,  and  the  high- 
ly regarded  state 
schools  like  the  Uni- 
versities of  Virginia 
and   North  Carolina. 


These  are  the  campuses  that  teem 
with  recruiters  each  year.  For  exam- 
ple, at  Northwestern,  over  300  com- 
panies recruit  on  campus.  Harvard 
drew  340  last  year. 

They  have  all  heard  countless 
pitches  and,  for  the  most  part,  they 
are  not  buying — at  least  not  long 
term.  This  year's  attendees  (this  is  the 
fourth  such  conference)  are  as  cocky 
about  starting  their  own  businesses  as 
the  Dow  Jones  industrial  average  is 
steep.  And  maybe  that  is  more  than 
coincidence. 


Jim  Moffatt,  UCLA;  Lori  Winters,  Northwestern;  Charles  Smith. 
Vanderbilt;  April LaMon  Bower,  Indiana.  Rat  i  C.  Gupta.  Wharton 
Damn  the  recruiters,  we'll  do  it  ourselves. 


Over  three-quarters  of  the  students 
intend  to  run  their  own  businesses, 
sooner  rather  than  later.  In  the  mean- 
time, many  plan  to  get  some  addition- 
al grooming  at  the  investment  banks, 
consulting  firms  and  corporate  fi- 
nance departments  that  have  become, 
in  effect,  the  finishing  schools  for  to- 
morrow's top  managers  (Forbes,  Apr. 
21).  Only  a  handful  of  these  students 
are  considering  jobs  in  manufactur- 
ing, even  for  starters. 

Why  such  a  burning  desire  to  go  it 
alone,  especially  in  students  who 
have  spent  most  of  their  lives  in  strict 
academic  institutions,  traditional 
spirit-killers  of  entrepreneurs? 

Apparently  the  sweet  smells  of 
power  and  money  are  very  heady  in- 
deed in  this  current  economic  cli- 
mate. Listen  to  their  thinking. 

"If  someone  is  willing  to  pay 
$50,000  or  $60,000  for  an  M.B.A.  to  go 
out  and  do  consulting,  you  should  be 
able  to  do  that  for  yourself,"  says  John 
Fontana,  a  student  at  Dartmouth's 
Amos  Tuck  business  school.  Fontana 
hopes  to  start  a  business  after  a  stint 
in  consulting.  "The  McKinseys  of  the 
world  see  that  you  can  create  not  only 
your  salary  but  also  a  multiple  of  your 
salary  in  value  for  them.  And  they're 
usually  pretty  accurate  judges  of  what 
they  can  make  on  a  resource." 

Some  fear  being  underutilized  in 
the  corporate  world.  "I  know  I  have  a 
tremendous  amount  of  energy  to  han- 
dle it  all,"  says  Aleta  Freeman,  a  25- 
year-old  University  of 
Rochester  student.  "I 
just  hope  there's  a  job 
that  can  handle  me." 

Others  see  starting  a 
business  as  their  best 
shot  in  an  unfair  soci- 
ety. "For  me  it  is  al- 
most the  only  alterna- 
tive," says  Raymond 
Lambert,  a  black  stu- 
dent at  the  University 
of  Virginia.  "I  think 
there  is  still  a  very  seg- 
regated corporate 
world.  No  matter 
where  I  would  go  the 
likelihood  is  frustra- 
tion, so  to  be  satisfied 
and  rewarded,  I'm  go- 
ing to  have  to  do  some- 
thing for  myself." 

With  the  confidence 
of  bullfighters,  these 
students  are  undaunt- 
ed by  the  miserable 
odds  against  startups 
(half  of  all  new  ven- 
tures disappear  in  the 
first  four  years,  accord- 
ing to  the  Small  Busi- 
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Chuck  Flores,  (JSC;  Melissa  Self,  U.  of  Washington;  Mike  Sherman,  Harvard 
A  fear  of  being  underutilized  in  the  corporate  world. 


ness  Administration). 

"You  hear  that  the  statistics  are 
stacked  against  us  and  that  most  new 
businesses  fail,"  says  John  Marshall  of 
Duke's  Fuqua  School  of  Business. 
"An  awful  lot  of  those  businesses  are 
started  by  people  who  don't  have  the 
training." 

"People  here  feel  that  they  have  the 
components  that  will  lead  to  success 
in  a  business  of  their  own,"  says  Kate 
Johnsen,  of  the  University  of  Califor- 
nia at  Berkeley.  "A  lot  of  failures  that 
have  occurred  have  happened  when 
people  didn't  have  a  basic  understand- 
ing of  business." 

"If  you're  not  entrepreneurial  to  be- 
gin with,  this  won't  teach  you  to  be," 
says  Richard  Golden,  a  University  of 
Chicago  student.  "But  this  kind  of 
training  will  enable  you  to  stabilize 
and  sustain  a  company  once  you've 
built  it." 

"We're  different  from  people  years 
ago,"  says  Susanna  Ross,  who,  with 
two  partners,  including  a  professor  at 
her  school,  Case  Western  Reserve  in 
Cleveland,  is  starting  a  business  that 
will  provide  small  foreign  companies 
with  marketing  and  distribution  ser- 
vices in  the  U.S.  "We've  learned  you 
just  can't  go  in  without  a  business 
plan  and  just  do  it." 

Ross,  28,  is  already  negotiating 
with  a  Malaysian  concern  that  makes 
portable  heat  packs,  which  become 
hot  when  a  seal  is  broken,  apart  (one 
potential  market  is  athletic  trainers). 
Ross,  who  has  an  undergraduate  de- 
gree in  chemical  engineering  from 
Clemson  and  is  a  former  $37,000-a- 
year  sales  rep  for  Du  Pont,  proudly 
wears  a  red  sweatshirt  that  has  the 
words  "Almost  Famous"  emblazoned 
across  the  front. 


"It's  an  opportunity  to  create  your 
own  style  and  your  own  niche,"  says 
Kate  Johnsen.  "You  aren't  being 
molded  into  a  certain  type  of  corpo- 
rate culture." 

Some  M.B.A.s  feel  their  hard-won 
business  degrees  will  give  them  a  safe- 
ty margin  against  failure  that  other 
entrepreneurs  don't  have.  Greg 
Fullmer,  a  Harvard  student,  says,  "I'm 
more  of  a  risk-taker  because  I  have  an 
M.B.A.  I  can  start  a  business  and  if  it 
fails,  I  still  have  an  advantage  in  find- 
ing a  job." 

Ah,  youth.  Will  they  beat  the  odds 
and  succeed  as  they  hope?  Only  time 
will  tell,  of  course.  But  one  old  salt  at 
the  conference,  a  39-year-old  named 
Bill  Graham  from  York  University  in 
Toronto,  has  been  there  already  and 
isn't  so  sure.  Ten  years  ago  he  and 
some  friends  started  a  company  to 
import  small  appliances  from  Europe 
to  Canada.  They  sold  the  business  a 
few  years  ago,  enabling  Graham  to 
fulfill  a  lifelong  dream — attending 
business  school.  And  he  has  some 
cautions  for  his  colleagues.  He  won- 
ders, for  example,  if  they  are  hungry 
enough  to  make  successful  entrepre- 
neurs. "Many  times  the  people  who 
make  a  go  of  a  business  can't  fail 
because  they  have  nothing  else  to  fall 
back  on,"  he  notes. 

He  recalls  how  his  own  business  got 
more  difficult  to  handle  as  time  went 
on.  "You  start  out  with  nothing  to 
lose,  but  as  the  business  grows,  you 
are  constantly  having  to  make  bet- 
the-company  decisions  and  you  do 
have  something  to  lose.  You  never 
really  get  away  from  pledging  your 
house." 

Graham  is  going  to  work  for  Citi- 
corp in  Toronto.  ■ 


The  pulse  of  the 
student  body 


Forbes  polled  the  students 
meeting  at  the  University 
of  Pennsylvania's  Wharton 
School  on  several  topics.  Here 
are  some  questions  and 
responses. 

Wloat  field  or  industry  have  you 
chosen  to  enter?  Investment 
banking  or  finance  (24% ), 
marketing  or  product  manage- 
ment (20%),  consulting  (17%). 
Wloat  do  you  expect  as  a  starting 
salary'?  $25,000  to  $34,000 
(15%),  $35,000  to  $44,000 
(54% ),  $45,000  to  $54,000 
(21%),  $55,000  to  $64,000 
(9% ),  $65,000  and  over  (1% ). 
What  would  you  expect  to  make 
annually  five  years  from  now? 
Less  than  $35,000(1%), 
$40,000  to  $74,000  (49%), 
$75,000  to  $99,000(21%), 
$100,000  to  $149,000  (16%), 
$150,000  or  more  (13%). 
Do  you  envision  starting  your 
own  company?  Yes  (76% ),  no 
(17%),  maybe  (8%). 
Most  admired  executives?  Lee 
Iacocca,  T.  Boone  Pickens,  Ted 
Turner,  James  Burke,  Peter  Ue- 
berroth. Least  admired?  T.  Boone 
Pickens,  Frank  Borman,  Carl 
Icahn,  Ted  Turner,  Bill  Agee. 
Most  admired  companies?  IBM, 
Hewlett-Packard,  Johnson  &. 
Johnson,  Apple  Computer. 
Least  admired?  U.S.  Steel, 
Union  Carbide,  General 
Dynamics,  Eastern  Air  Lines 
and  Procter  &  Gamble. 
Were  you  employed  prior  to 
attending  business  school?  Yes 
(89%),  no  (11%).  (Average 
length  of  time  employed, 
slightly  over  4  years.)  What  was 
your  salary?  $10,000  to  $25,000 
(34%),  $25,000  to  $34,000 
(40%),  $35,000  to  $44,000 
(19%),  $45,000  or  more  (7%). 
Did  you  have  to  borrow  money  for 
school?  Yes  (65%),  no  (35%).' 
If  so,  how  much  have  you 
borrowed?  $10,000  to  $19,000 
(45%),  $20,000  to  $29,000 
(14%),  $30,000  or  more  (18%). 
Would  you  be  willing  to  move  as 
often  as  every  other  year  to 
advance  your  career?  Yes 
(51% ),  no  (40% ),  maybe  (9% ). 
Wlxit  is  the  best  book  on 
American  business?  "In  Search 
of  Excellence"  (16%), 
"Iacocca"  (8% ).— J.B. 
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Whatever  your  cup  o 


I 


Rose  Hip  Tea 
Copenhagen,  Denmark 


Black  Sea  Tea 
Istanbul,  Turkey 


Tea  Cider 
Stuttgart,  West  Germany 


Camomile  Tea 


Paris,  France 


Russian  Caravan  Tea 
Moscow,  Soviet  Union 


6 


ippy  Tea 
Dublin,  Ireland 


We  fly  to  148  cities  in  71  countries  on  six  continents. 

And  while  preferences  in  tea  may  change  from 
destination  to  destination,  the  preference  in  airlines 
seems  to  be  universal. 

It's  certain  that  travelers  prefer  British  Airways, 
because  we  fly  more  people  to  more  places  than 
any  other  airline. 

British  Airways 

The  worlds  favourite  airline.5 


Pearl  Tea 
Beijing,  China 


Personal  Affairs 


Edited  by  William  G.  Flanagan 

What  good  is  a  resort  community  without 
the  resort?  Not  much.  But  someone  has  to 
pay  for  it  after  the  developers  leave. 

And  members 
of  the  club 


By  Mary  Kuntz 

When  Melville  Morris,  an 
advertising  executive  from 
Westfield,  N.J.,  wanted  to  re- 
tire, he  chose  the  exclusive  Boca  West 
resort  community  in  Boca  Raton,  Fla., 
lured  in  part  by  the  sumptuous  coun- 
try club  amenities.  But  instead  of  the 
leisurely  chat  about  golf  scores,  the 
talk  on  the  greens  these  days  centers 
on  the  bitter  litigation  between  Boca 
West  homeowners  and  Boca  West's 
developer,  Arvida  Corp.  (owned  by 
Walt  Disney  Productions). 

The  trouble  in  paradise  started 
when  Arvida  required  homeowners  to 
buy  their  club  memberships,  in 
what's  known  as  an  equity  conver- 
sion. Residents  could  either  buy  into 
the  club  or  forgo  use  of  the  recreation 
facilities.  The  notion  of  equity  con- 
version is  gaining  favor  with  a  lot  of 
developers  these  days.  The  plan  in- 
variably raises  a  few  hackles  with  res- 
idents at  resorts  where  such  conver- 
sions are  presented. 

The  Boca  West  case  has  become  a 
public  relations  nightmare  for  mighty 
Arvida,  a  cause  celebre  for  residents 
and  a  windfall  for  lawyers.  And  it's  all 
selling  a  lot  of  newspapers. 

But  what  happened  here  could  hap- 
pen elsewhere.  It  all  began  last  sum- 
mer, when  most  Boca  West  owners 
weren't  even  around.  Few  snowbirds 
relish  Florida  in  July,  but  that  is  when 
the  offering  arrived  that  said  Arvida 
had  decided  to  sell  the  sports  ameni- 
ties to  the  residents  at  an  initial  price 
of  $10,000  per  homeowner.  After  30 


days  the  price  went  to  $12,500.  Resi- 
dents had  60  days  to  buy,  or  they  lost 
the  right  ever  to  buy  in  the  future. 
That  meant  no  more  golf,  no  more 
tennis,  no  more  dinners  out  at  the 
clubhouse  and,  worst  of  all,  no  access 
to  those  facilities  for  anyone  who 
might  buy  their  homes.  Anyone  who 
opted  not  to  buy  could  watch  his 
property  sink  in  value  by  about  25%. 

To  residents  of  Boca  West,  $10,000 
is  hardly  a  princely  sum.  As  you  drive 
along  the  carefully  landscaped  lanes 
of  Boca  West  you  catch  glimpses  of 
golf  carts  and  Rolls-Royces  parked  in 
front  of  new  homes  that  run  from 
$170,000  well  into  the  millions.  Secu- 
rity gates  and  water  surround  the 
1,400-plus-acre  tract.  There  are  four 
18-hole  championship  golf  courses, 
36  tennis  courts,  a  clubhouse  and 
swimming  pools  galore.  It  seems  that 
little  could  impinge  on  the  luxurious 
and  carefully  planned  way  of  life,  least 
of  all  a  $10,000  membership  fee. 

"The  people  here  were  not  against 
conversion,"  says  Morris.  "We  were 
not  even  against  the  price.  We  were 
only  against  the  way  it  was  done." 

They  certainly  didn't  like  the  tim- 
ing, or  the  short  fuse.  Arvida  manage- 
ment says  it  tried  to  put  the  offering 
through  earlier  in  the  year  when  most 
people  were  in  residence,  but  it  was 
held  up  to  obtain  an  SEC  review.  Be- 
sides, says  John  Temple,  president  of 
Arvida,  the  idea  of  making  the  club 
more  private  had  been  discussed  in 
correspondence  to  homeowners  and 
no  one  should  have  been  surprised  by 
the  equity  offering. 


The  Boca  West  Homeowners  Asso- 
ciation originally  endorsed  the  deal 
last  summer  after  getting  Arvida  to 
set  aside  $3.5  million  for  improve- 
ments and  other  expenses.  But  it  now 
claims  it  had  to  negotiate  under  pres- 
sure, since  residents  were  away  and 
the  clock  was  running  on  the  60-day 
buy-in  period.  "If  someone  holds  a 
gun  to  your  head,  you're  glad  to  give 
them  the  money  to  protect  your  in- 
vestment," says  Robert  Kaufman,  a 
retired  State  Department  diplomat 
who  bought  his  first  Boca  West  home 
nine  years  ago. 

So  the  association  later  brought  a 
class  action  against  Arvida,  charging 
fraud  on  the  basis  that  Arvida  never 
told  home  buyers  they  would  have  to 
buy  equity  memberships.  "Arvida  al- 
ready exacted  a  price  for  the  recre- 
ational facilities  because  the  home- 
owners paid  substantially  more  for 
their  homes  than  they  would  have 
paid  for  the  same  house  across  the 
street,  without  the  facilities,"  says 
Albert  Proujansky,  the  lawyer  repre- 
senting the  homeowners. 

The  developer,  of  course,  sees 
things  a  little  differently.  "There  was 
never  a  representation  made  by  the 
company  that  they  were  getting  any 
equity  in  those  facilities  when  they 
bought,"  says  Temple.  "In  fact,  when 
they  joined  the  club,  they  signed  an 
agreement  that  acknowledges  that 
they  didn't  have  equity.  We  had  the 
full  right  to  do  exactly  as  we  did." 

Arvida  believes  residents  are  just 
trying  to  go  back  to  the  well  and  pres- 
sure the  developer  into  leaving  the 
members  with  more  money  and  more 
improvements.  "If  they  had  wanted  to 
drag  it  out  they  could  have  taken  legal 
recourse  against  us  at  the  time,  but 
they  didn't,"  says  Temple.  "They 
made  a  deal  with  us."  Part  of  that  deal 
called  for  binding  arbitration  to  re- 
solve differences.  Temple  says  the 
dissident  homeowners  never  called 
for  the  arbitrators  before  filing  suit. 

And  the  suits  have  been  flying.  The 
suit  against  Arvida  by  the  homeown- 
ers seeks  $10  million  in  damages  and 
recision  of  the  offering.  Arvida  has  so 
far  sued  ten  homeowners,  for  seven 
figures  each.  Its  most  recent  action 
added  new  charges  against  Paul  Le- 
vine,  president  of  the  homeowners  as- 
sociation, that  dredge  up  some  unsa- 
vory legal  problems  Levine  had  in  the 
past  and  even  allege  racketeering  in 
the  Boca  West  matter.  A  letter  de- 
scribing Levine's  past  legal  problems 
was  sent  out  to  all  Boca  West  home- 
owners. The  situation  is  likely  to  get 
uglier  before  all  is  settled. 

But  anyone  who  lives  in  a  resort 
where  equity  conversion  arises  can 
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Melville  Morris,  with  other  homeowners,  near  a  Boca  West  green 
Golf,  tennis,  sunshine  and  lawsuits. 


Red  Morgan  * 


learn  a  few  lessons  from  the  folks  at 
Boca  West. 

When  planned  resort  communities 
first  sprang  up  across  the  Sunbelt  20 
years  ago,  the  golf  courses  and  swim- 
ming pools  were  put  in  even  before 
the  first  house.  Developers  were  con- 
tent to  run  and  maintain  the  facilities, 
often  at  considerable  cost,  in  order  to 
impress  sales  prospects.  Nobody,  it 
seems,  gave  much  thought  to  what 
would  happen  when  there  was  noth- 
ing left  to  sell.  With  many  of  the  early 
communities  nearly  built  out,  devel- 
opers are  left  running  country  clubs 
instead  of  selling  homes.  Many  want 
out,  accounting  for  a  flurry  of  mid- 
term equity  conversions. 

"There's  no  easy  way  to  do  it  mid- 
stream or  tail  end,"  says  Ralph  Bow- 
den,  a  partner  at  Hunter  Moss,  a  real 
estate  consulting  division  of  Pannell 
Kerr  Forster.  "You  have  to  say,  'Look, 
this  is  the  situation.  If  you  want  to 
take  advantage  of  it,  now  is  your  op- 
portunity, your  last  opportunity.'  You 
have  to  motivate  them." 

If  you're  looking  at  new  develop- 
ments, chances  are  you'll  be  required 
to  buy  an  equity  membership  with 
your  unit  if  you  want  to  use  the  club 


facilities.  "It's  fairer  to  everyone  in- 
volved," says  Dennis  Hillier,  a  lawyer 
with  Gunster,  Yoakley,  Criser  & 
Stewart,  a  West  Palm  Beach  firm  that 
structured  the  Boca  West  equity  con- 
version plan.  "It  makes  more  business 
sense  for  the  developer.  It  makes  more 
sense  for  the  buyer." 

When  Arvida  began  development  in 
1972  it  didn't  have  a  clear  vision  of 
the  final  disposition  of  the  facilities. 
"The  concept  of  these  communities 
has  changed,"  says  Temple.  "The 
competition  today  is  other  equity 
clubs.  That  wasn't  true  10  or  15  years 
ago.  Second,  we  keep  our  ear  to  the 
ground,  and,  as  the  project  matured, 
people  wanted  to  make  it  more  of  a 
country  club  and  less  of  a  resort.  They 
wanted  to  make  it  more  private." 

Before  you  buy  into  a  planned  rec- 
reation community,  find  out  what 
provisions  have  been  made  should  the 
developer  decide  to  sell.  Most  new 
communities  will  have  specific  dispo- 
sition plans.  If  you  buy  your  member- 
ship up  front,  the  facilities  will  proba- 
bly be  run  and  subsidized  by  the  de- 
veloper until  a  sales  threshold  or  date 
is  reached.  If  you  don't  buy  in  up 
front,  be  sure  that  the  homeowners 


have  first  right  of  refusal. 

Before  you  send  in  your  check  for  an 
equity  membership,  find  out  exactly 
what  you're  buying.  Is  it  the  real  es- 
tate, or  just  the  right  to  be  a  member? 
At  Jack  Nicklaus  Development 
Corp.'s  two-year-old  Country  Club  of 
the  South  in  Atlanta,  property  owners 
who  want  to  join  the  club  have  to  pay 
$20,000  for  something  called  a  "re- 
deemable certificate"  that  allows 
them  only  to  become  members.  They 
are  not  required  to  join,  and  outsiders 
can  buy  certificates  at  a  premium. 

Demand  accurate  property  surveys 
before  you  buy.  A  couple  miles  up 
Glades  Road  from  Boca  West  is  the 
turnoff  for  Boca  Lago,  a  golf  commu- 
nity that  converted  to  equity  mem- 
berships in  1981.  Although  the  home- 
owners had  almost  six  months  to  ne- 
gotiate before  signing  on  the  dotted 
line,  they  still  had  a  few  unpleasant 
surprises  once  they  took  over.  They 
had  taken  for  granted  what  appeared 
to  be  a  natural  boundary,  only  to  dis- 
cover that  part  of  the  land  was  actual- 
ly owned  by  the  county,  which  is  now 
putting  in  a  highway  that  will  pass 
just  yards  from  some  homes. 

Find  out  what  the  rules  are  for  out- 
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Because  your  most  valuable  asset 
leaves  the  building  each  evening. 

If  your  employees  leave  each  night  knowing  that  their  efforts  are 
noticed,  you  have  protected  your  investment.  A  Tiffany  service 
recognition  program  is  a  pcwerful  management  tool.  It  creates  the 
excitement  that  helps  drive  your  business. 

Our  Corporate  Division  will  plan  and  execute  a  program  consistent 
with  your  budget,  and  provide  special  design  services  where 
appropriate. 

lb  arrange  for  a  consultation  with  a  service  awards  sales  executive, 
please  call  Sandra  Alton  at  212-605-4641.  c 


Pictured:  Our  suggestion  for 
a  ten-year  service  award,  a 
decanter  and  set  of  four 
all-purpose  glasses  in  full 
lead  crystal. 


Tiffany  &  Co. 


NEW  YORK  •  BEVERLY  HILLS  •  CHICAGO  ■  DALLAS  •  HOUSTON 
BOSTON  •  ATLANTA  •  SAN  FRANCISCO  •  PHILADELPHIA  ©T&.CO.  1986 


First  Choice  of  CEO's. 


1/  makes  sense.  Good  business  sense. 
The  Lancaster  is  right  in  the  heart  of  the  financial  and  theatre 
district.  .  .  with  the  kind  of  personal  service,  warmth  and 
charm  that  only  a  93-room  hotel  can  provide.  Complimentary 
limousine  throughout  downtown,  but  you  can  walk  to  Texas 
Commerce  Tower,  Pennzoil  Place,  RepublicBank  Center,  Shell 
Plaza.  Plus  full  health  club  facilities,  mobile  phones,  in-room 
computers.  And,  most  of  all,  a  staff  dedicated  to  your  personal 
service.  So  you  can  keep  your  mind  on  business. 


sLANCASTER9 

701  Texas  Avenue  •  Houston,  Texas  77002  •  713/228-9500 
Outside  Texas  1-800-2$ 1-0336  •  Telex  790-506 

Member:  Small  Luxury  Hotels  .    A  Lancaster  Group  Hotel 
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siders.  Most  Boca  West  homeowners 
welcomed  the  idea  of  an  equity  offer- 
ing, because  it  could  mean  an  end  to 
memberships  for  homeowners  at 
neighboring  Arvida  communities. 

Find  out  the  rules  for  transferring 
ownership  of  your  equity  member- 
ship. After  all,  salability  of  your  house 
depends  partly  on  whether  the  new 
owners  can  join  the  club.  The  club 
sets  the  price  on  the  memberships. 
When  you  sell  your  house,  you'll 
probably  be  required  to  sell  the  mem- 
bership back  to  the  club,  since  it  will 
want  to  screen  prospective  members. 
Before  the  new  buyers  close,  they  will 
apply  for  membership  in  the  club  and, 
if  accepted,  buy  your  old  slot.  Any 
appreciation  in  the  value  of  the  mem- 
bership is  usually  split  between  the 
seller  and  the  club. 

One  of  the  biggest  issues  at  Boca 
West  is  adequacy  of  the  facilities. 
Right  now  there  are  2,500  homes,  and 
almost  all  of  the  owners  have  bought 
memberships.  But  Arvida  has  the 
right  to  build  up  to  1,500  more  units, 
and  each  new  purchaser  will  have  a 
chance  to  join  the  club.  If  you  buy  in 
while  the  developer  is  still  adding 
units,  get  estimates  of  whether  the 
facilities,  which  may  seem  sumptu- 
ous now,  will  still  be  adequate  when 
the  community  is  mature. 

Probably  the  most  important  thing 
is  not  to  abdicate  responsibility  for 
your  property  and  your  community  to 
someone  else.  Even  Boca  West  home- 
owners opposed  to  the  suit  against 
Arvida — and  there  are  many — con- 
cede they  should  have  been  more  ac- 
tive in  their  homeowners  association. 
"Most  people  would  rather  play  golf 
or  tennis  or  raise  their  children  than 
get  involved,"  says  Kenneth  Lipman, 
who  believes  the  association  rushed 
into  court.  "We  were  happy  to  let 
someone  else  speak  for  us,  as  long  as 
things  were  going  smoothly." 

"Until  this  equity  business,  we 
couldn't  get  more  than  12  people  to 
come  to  our  meetings,"  says  Morris. 
A  director  of  the  homeowners  associ- 
ation and  a  signer  of  the  class  action 
suit  against  Arvida,  Morris  has  been 
slapped  with  a  $6  million-plus  suit. 
"You  don't  expect  something  like  this 
to  happen,"  says  Morris,  "but  you 
can't  just  walk  away  from  it." 
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Some  are  born  rich. 
Others  are  born  to  become  rich. 


Thereis  only  one  bank  for  the  born 
entrepreneur.  A  bank  uniquely  designed 
to  meet  his  special  needs — Citibank  Private 
Banking  and  Investment. 

In  major  cities  around  the  country,  our 
relationship  managers  use  their  experience 


and  authority  to  respond  quickly  and 
confidentially  to  the  most  complex  and 
unusual  needs — from  lending  against  illiquid 
assets  to  portfolio  management  to  admin- 
istering complicated  /tf  nrf  0 A hiS&£ 
estates  and  trusts.     Ksl  I  1 0/4/V  \  %9 
PRIVATE  BANKING  &  INVESTMENT 


Fluent  in  the  ways  of  the  affluent. 


Hearing  aids  are  smaller  and  more  effec- 
tive than  ever,  and  the  social  stigma  of 
wearing  them  is  fading.  Yet  many  who 
need  them  still  suffer  the  sound  of  silence. 

Now  hear  this 


Starkey  Labs'  Intra  II  Canal  hearing  aid 
Less  noticeable  than  a  hearing  loss. 


By  Francesca  Lunzer 


Thorne  Corse,  65,  is  a  litigation 
lawyer  in  California.  A  couple 
years  ago  he  finished  a  day  in  court 
straining  to  hear  the  judge,  whose 
bench  was  a  fair  distance  away.  As  he 
was  leaving,  his  partner  let  him  know 
that  it  had  been  obvious  that  Corse 
couldn't  make  out  everything  the 
judge  had  said. 

"After  that,"  says  Corse,  who  now 
wears  a  hearing  device,  "it  was  either 
get  help  or  stop  pleading  cases  in  big 
courtrooms." 

Corse  is  hardly  alone.  Many  people 
in  middle  age  who  suffer  hearing  loss 
shun  devices.  In  fact,  according  to  the 
Hearing  Industries  Association,  11% 
of  people  between  the  ages  of  45  and 
64  have  impaired  hearing  severe 


enough  to  warrant  a  hearing  aid.  Yet 
only  2%  of  those  in  that  age  bracket 
wear  them. 

Hearing  loss  during  middle  age  is 
sometimes  related  to  infection,  injury 
or  exposure  to  noise.  But  often  it's  the 
start  of  a  progressive  hearing  loss  that 
is  normal  for  about  half  the  popula- 
tion over  65. 

People  who  have  mild  to  moderate 
losses  are  the  ideal  candidates  for 
hearing  aids.  But  often  they  are  reluc- 
tant to  wear  them  for  fear  of  looking 
old  or  significantly  impaired.  Or  they 
are  simply  unaware  of  how  helpful  a 
hearing  aid  can  be.  So  they  tune  out  or 
simply  miss  out. 

More  specifically,  the  12  million 
people  with  mild  to  moderate  hearing 
loss  have  trouble  hearing  sounds  mea- 
sured at  between  25  and  55  decibels. 
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(A  whisper  measures  about  20  deci- 
bels, while  loud  conversation  reaches 
about  55  decibels.) 

A  hearing  aid  amplifies  the  physical 
energy  that  enters  the  ear  and  is  de- 
coded by  the  brain  as  sound.  An  aid; 
raises  the  decibel  level  to  a  point  that 
the  ear  can  perceive  and  transmit  to 
the  brain. 

Advances  in  circuitry  and  electron- 
ics in  the  past  few  years  have  allowed 
manufacturers  to  produce  smaller  and 
less  conspicuous  hearing  aids.  Those 
developments  encouraged  many,  in- 
cluding President  Reagan,  to  come 
out  of  the  closet  about  their  hearing 
problems.  (After  the  President  started 
wearing  one  in  public  in  1983,  sales 
took  off.  Volume  increased  20%  in 
1983  alone.) 

The  in-the-ear  type  of  device  the 
President  wears  quickly  became  the 
style-setter.  Less  noticeable  than  the 
traditional  behind-the-ear  aid,  it  now 
accounts  for  64%  of  all  hearing  aids 
sold,  up  from  31%  in  1980. 

Although  sales  are  expected  to  dou- 
ble between  1983  and  1988,  the  HIA 
estimates  that  only  17%  of  people  of 
all  ages  who  need  hearing  aids  are 
wearing  them  at  the  moment.  Is  there 
any  advantage  to  waiting  until  your 
hearing  loss  is  severe  before  getting  a 
hearing  aid?  Just  the  opposite,  says 
Dr.  J.  William  Wright  Jr.  of  the  Ameri- 
can Academy  of  Otolaryngology. 

A  person  who  begins  wearing  a 
hearing  aid  while  his  loss  is  not  too 
severe  will  find  it  easier  to  get  accus- 
tomed to  the  somewhat  changed 
sound  that  a  hearing  aid  produces, 
which  is  much  like  hearing  your  voice 
on  tape. 

Also,  a  hearing  aid  will  help  you  to 
recapture  certain  words  that  have 
probably  become  less  and  less  distinct 
as  your  hearing  has  deteriorated.  The 
higher-frequency  sounds  are  the  first 
to  fade,  including  consonants  like  5,  / 
and  sh. 

"It's  like  reading  a  newspaper  and 
having  those  letters  go  out,"  says 
Sharon  Fujikawa,  an  audiologist  and 
associate  professor  at  the  University 
of  California  at  Irvine.  If  the  impair- 
ment becomes  more  severe,  your  dis- 
torted hearing  could  result  in  distort- 
ed pronunciation.  Being  able  to  hear 
those  sounds  clearly  with  the  help  of 
an  aid  will  diminish  the  likelihood  of 
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Inexpensive.  And  built  to  stay  that  way. 


The  Right  Suit  might  not  get  you  to  places  of  power. 
But  the  wrong  suit  might  not  get  you  anywhere  at  all. 


Getting  to  the  top  is  never 
just  a  matter  of  being  at  the 
right  place  at  the  right  time. 
You  earned  a  position  of  power 
by  making  the  right  decisions. 
That's  why  you  prefer  the  Right 
Suit  by  Hart  Schaffner  &  Marx. 
While  it  might  not  be  the  key  to 
your  success,  it  has  never  locked 
you  out  of  the  right  places. 

The  Right  Suit  is  tailored  in 
V/'rac/e5  Cloth,  a  fine  blend  of 
55%  Dacron®  polyester/45% 
wool  worsted,  woven  by 
Burlington  Menswear. 


Hart 

Schaffner 
&Marx 

The  Right  Suit, 


For  the  Hart  Schaffner  &  Marx 
retailer  in  your  area,  call  toll-free: 
1-800-F-A-S-H-l-O-N 


Service  par  excellence. 


have  a  word 
for  it: 

l/lfjeridien 

Boston 
Houston 
Montreal 
New  Orleans 

New  York 
Newport  Beach 
San  Francisco 
Vancouver 


For  reservations 
worldwide,  call  800-543-4300, 
in  NYC:  212-265-4494. 


MERMEN  HOTELS 

Travel  Companion  of  Air  France 

Fifty  hotels  in  Europe,  Africa,  Asia, 
the  Near  East,  North  and  South 
America  and  die  Caribbean. 
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that  happening. 

Yet  another  reason  for  learning  to 
live  with  an  aid  before  it  is  absolutely 
necessary  is  to  avoid  making  a  nui- 
sance of  yourself.  Wearing  a  hearing 
aid  is  certainly  preferable  to  constant- 
ly asking  people  to  speak  up  or  repeat 
themselves,  says  Dr.  J.f.  Wazen,  direc- 
tor of  neurotology  at  Columbia-Pres- 
byterian Medical  Center  in  New 
York.  "A  hearing  loss,"  he  says,  echo- 
ing a  popular  ad,  "is  more  noticeable 
than  a  hearing  aid." 

If  you  have  noticed  a  change  in  your 
hearing  ability,  ask  your  physician  to 
recommend  an  otolaryngologist  (ear, 
nose  and  throat  doctor).  The  otolaryn- 
gologist will  test  you  to  determine  if 
you  have  a  hearing  loss  and  what  its 
cause  is.  Hearing  losses  are  usually 
conductive  or  sensorineural. 

Conductive  losses  reduce  sound 
transmission  between  the  outer  ear 
and  the  auditory  nerve — the  nerve 
that  sends  electrical  impulses  to  the 


brain.  Conductive  losses  can  hi 
caused  by  infection,  injury  or  eveij 
wax  buildup. 

Sensorineural  hearing  loss  is  causec 
by  damage  to  the  cochlea  (the  innci 
ear)  or  the  auditory  nerve.  When  thfl 
cochlea  is  damaged,  sound  can  be  am 
plified  but  the  brain  receives  incom 
plete  signals,  so  what  is  heard  is 
somewhat  distorted. 

Whatever  the  cause  of  your  hearing 
loss,  however,  if  your  doctor  thinks  a 
hearing  aid  is  in  order,  he'll  suggesj 
you  be  tested  by  an  audiologist  or  a 
hearing  aid  specialist.  Your  hearing 
aid  will  then  be  designed  so  that  the 
amplification  it  provides  makes  up  foil 
your  impairment. 

Traditionally,  all  a  hearing  aio} 
could  do  was  amplify  sound  to  the 
cochlea  for  transmission  to  the  brain. 
But  aids  are  getting  better  all  the  time. 
Recently  manufacturers  have  intro- 
duced automatic  gain  control,  which] 
reduces  the  volume  of  all  sound  once 
it  gets  too  loud.  "That  keeps  you  from 
having  your  ear  blasted  out  when  am 
plified  sound  reaches  a  level  youj 
could  hear  on  your  own,"  says  Dr 
Aram  Glorig,  senior  adviser  to  the 
hearing  aid  project  at  the  House  Ear 
Institute  in  Los  Angeles. 

Another  innovation  to  be  released 
this  spring  is  an  in-the-ear  hearing  aid 


PepsiCo  Chairman  Dotiald  Kendall 

"I  should  have  gotten  one  five  or  six  years  ago.' 
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When  you  compare  on-airport  weekly  and 
kend  rent-a-car  prices?  you'll  notice  only  a 
11  difference  between  companies.  They  all 
-  low  rates.  But  compare  services  and  you'll 
a  big  difference. 

stomer  Service  Representatives 

Now  Hertz  has 
Customer  Service 
Representatives 
who  stand  on  your 
side  of  the  counter 
to  help  with  any 
special  questions 
and  problems  you 
before  you  get  to  the  Hertz  rental  agent, 
y'll  get  your  trip  off  to  a  smooth  start. 

Computerized 
iving  Directions 

rfertz  gives  you 
ted,  easy  to  read  driv- 
lirections  to  hundreds     _« 22= 


of  destinations.  So  when  you  pick  up  your  car, 
you  won't  just  know  where  you  want  to  go, 
you'll  know  how  to  get  there. 

24-Hour  Road 
Service 

Just  in  case  of  emergency,  Hertz  has  24-hour 
road  service.  And  with  over  1700  locations  in  the 
U.S.  alone,  you  can  rest  assured  help  will  be  on 
the  way  fast. 

Frequent  Flyer  Bonuses 

Besides  all  the  other 
services  Hertz  offers,  you 
can  also  get  bonus  mileage 
on  any  of  12  major  airlines' 
Frequent  Flyer  Programs. 
So  by  renting  from  Hertz 
you  can  earn  your  Frequent 
Flyer  awards  faster. 

So  come  to  Hertz.  You'll    ^  ^/ 
notice  a  big  difference  in  service.  Not  in  price. 


Big  Service. 


Small  Price. 


5, 6,  OR  7  DAY  RENTAL 

Subcompact 

WEEKENDS  PER  DAY 

Subcompact 

HAWAII 

$89 

ATLANTA 

$19.96 

FLORIDA 

$99 

HOUSTON 

$19.96 

COLORADO 

$109 

BOSTON 

$21.96 

PHOENIX 

$109 

CHICAGO 

$21.96 

SAN  FRANCISCO 

$128 

WASHINGTON,  DC.  $21.96 

LOS  ANGELES 

Limited  Availability 

$149 

LOS  ANGELES 

$24.96 

You  don't  just  rent  a  car. 
:You  rent  a  company. 


Hen/  rcnls  Fords  and  other  fine  t. 
now,  limited  supply  available  at  this  special  rate. 

irison  based  on  a  survey  of  2/10/86  of  average  weekly  and  weekend  rates  from  Hertz,  Avis,  National  and  Budget  at  over  80  airports.  Rates  quoted  for  May  1986  rentals.  Available  ai  participating 
ocations,  arc  non-discountable  and  subject  to  change  without  notice.  Weekly  rates  require  7-day  except  Hawaii  which  requires  24-hour  advance  reservations  and  weekend  rates  require  24-hour 
reservations.  Cars  must  be  returned  to  renting  location  or  drop-off  and  higher  rates  and  return  mileage  charges  may  apply.  Taxes  and  optional  refueling  service,  CDW,  l'AI  and  PliC  extra, 
rentals  must  be  kept  minimum  of  5  days  and  include  a  Saturday  night;  mileage  charge  for  mileage  over  1,000  except  Hawaii.  Weekend  rates  only  available  noon  Thursday  to  noon  Sunday  and 
aimum  rental  periods  and  other  restrictions,  and  include  150  miles  per  rental  day,  with  mileage  charge  for  excess.  Holiday/seasonal  surcharges/blackout  periods  may  applv.  Call  your  Travel 
I  Hertz  for  details  at  1-800-654-3131.  n  RECj  U  S  PAT  OFF  c  HERTZ  SYSTEM  NC  W86 


THERE'S  ONLYONE  WAY  TO  SEE  PARIS. 

YOURWAY. 


Air  France  and  Flexi-Pla 
let  you  experience  Pan 
from  any  angle. 

The  Paris  of  history, 
romance.  Of  elegance.  C 
haute  couture.  Of  cuisine. 

We  know  Paris  best— an 
we  have  the  perfect  way  k 
you  to  have  your  Paris. 

It  all  begins  with  the  co 
fort,  cuisine  and  classic  I 
vice  of  Air  France  Le  C/i 
Premiere  or  Concorde. 

Then,  Flexi-Plan  lets  yo 
design  your  own  tour,  accoi 
ing  to  your  particular  interes 
budget  and  time. 

And  you  can  choose  fror 
the  great  hotels  at  speck 
rates,  rent  or  lease  a  luxui 
car,  enjoy  shopping  an 
entertainment  discount 
We'll  even  include  contine 
tal  breakfast  every  day,  and 
Seine  River  cruise  of  our  Pan 

To  create  your  own  tour  c 
the  Paris  of  your  dreams— c 
a  surprisingly  down-to-eari\ 
price— just  call  your  Trave 
Specialist  or  Air  France. 

FOR  FREE  VIDEO  CASSETT 
PREVIEWS  OF  "PARIS  DELUX 
AND  "INEXPENSIVE  PARI. 
CALL  1-800-AF-PARIS.  IN  NEVl 
YORK  CITY 212-247-0100. 


AIR  FRANCE  S//i 

LET  US  SHOW  YOU  OUR  FRANC 


Personal 
Affairs 


rith  automatic  signal  processing.  "As 
ituations  like  riding  in  a  car  or  being 
t  a  party  get  noisier,"  says  James 
^ates,  director  of  basic  research  at 
iemens  Hearing  Instruments,  Inc., 
the  hearing  aid  would  give  you  am- 
lification  only  of  sounds  at  higher 
equencies.  That's  the  energy  region 
lost  important  for  understanding 
peech." 

Conventional  aids  cost  close  to 
700  and  those  with  signal  processing 
all  run  about  $150  more.  Unfortu- 
ately,  unless  your  hearing  loss  is 
rork  related,  very  few  insurance 
lans  cover  the  cost  of  testing  or  the 
evice  itself. 

Dr.  Glorig  hopes  that  within  five 
ears  hearing  aids  will  be  able  to  cut 
ut  certain  frequencies  so  that  only 
le  missing  sounds  are  amplified. 

But  there  is  progress  at  the  other 
rid  of  the  spectrum,  too — totally  de- 
oid  of  electronics.  One  company,  In- 
ovative  Hearing  Corp.,  is  marketing 

hearing  device  for  the  mild  to  mod- 
rately  hearing-impaired  that  is  sim- 
ly  a  smaller  version  of  the  old-fash- 
ined  ear  trumpet.  Called  the  Innov- 
id,  the  device  is  a  small,  round 
sound  collector"  that  fits  right  in  the 
ar.  By  changing  the  size  and  shape  of 

small  hole  in  the  center  of  the  In- 
ovaid,  the  device  increases  the  am- 
lification  of  sound  to  the  outer  ear  by 
bout  15  decibels — much  like  cup- 
ing  your  hand  to  your  ear. 

This  device  is  useful  for  people  who 
eed  a  bit  of  assistance,  but  it  won't 
e  of  use  if  your  hearing  loss  is  above 
5  decibels.  At  about  $240,  the  Innov- 
id  is  less  than  half  the  cost  of  a  bat- 
2ry-powered  aid,  but  you'll  still  need 
udiologic  testing.  And  you  may  still 
eed  a  conventional  aid  if  your  hear- 
ig  impairment  worsens. 

While  there's  no  question  that 
here  is  still  some  stigma  attached  to 
/earing  an  aid,  the  improved  hearing 
nd  comprehension  that  an  aid  can 
rovide  are  usually  well  worth  that 
rice.  Donald  Kendall,  chairman  of 
'epsiCo,  has  been  wearing  an  aid  for 
wo  years.  "I  wish  I  had  worn  it  for  the 
ist  five  or  six,"  says  Kendall,  who 
uffered  hearing  loss  while  a  Navy 
ilot  in  WWII.  "Now,"  says  Kendall, 
I  can  hear  the  nasty  comments  my 
7-year-old  son  makes  about  me." 
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The  logical 

choic 


I 


f  you  scan  these  pages,  you'll 
begin  to  see  why  a  growing  list 
of  companies  are  choosing  the 
Challenger  601  over  all  competition. 

Worth  a  closer  look?  You'll  find 
that  the  more  in-depth  your  analysis, 
the  better  the  Challenger  601  appears. 

So  whether  you're  upgrading 
one  aircraft,  or  expanding  a  fleet, 
find  out  why  the  highly  acclaimed 
Challenger  601  is  the  logical  choice. 

The  man  to  contact  is  Roger 
L.  Hazelton,  274  Riverside  Ave., 
Westport,  CT  06880.  Tel:  (203)  226-1581. 

IThe  widest  cabin  of  any  corporate 
•  aircraft,  existing  or  under  development. 
Space  to  work,  to  relax,  even  to  stand  up 
and  walk  around. 


2 Intercontinental  range.  Non-stop 
•  from  New  York  to  Paris.  One  stop 
from  LA.  to  Tokyo. 

Q 

"a     Best  fuel  efficiency  in  its  class,  Ion 
•  range  or  short.  Reduces  operating 
costs  and  makes  for  exceptional  versatilir 


- 


The  quietest  jet  in  its  class.  Beats 
the  growing  number  of  airport  curfews. 


Outstanding  reliability.  Configurations 
•  of  its  GE  engines  have  an  incomparable 
>rd  with  the  U.S.  military. 


7 

/  After-sale  support  that's  second-to- 
I  •  none.  Service  centers  on  two 

continents.  Field 

service  reps  on 

24  hour  call. 


8 All  backed  by  ^ 
•  Canadair's  expertise  as 
one  of  North  America's  leading  aerospace 
corporations. 


I  No  aircraft 
•  in  its  class  has 
n  certificated  to  the  same  high 
dards  of  design,  safety  and 
ibility.  Challenger  certification 
quailed  only  by  the  latest 
lmercial  airliners. 


Challenger  601The  logical  choice. 
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Edited  bv  Gail  Bronson 


Is  Polaroids  new  Spectra  instant  camera 
the  company  s  last  best  hope  for  a  promis- 
ing future?  Not  necessarily. 

Watching  the 
wrong  birdie 


Electronics 


"We  think  of 
this  as  the  third 
=  coming,"  says 
Peter  Eichorn,  vice  president  of  North 
American  marketing  operations  for 
Polaroid.  His  boss,  President  and 
Chief  Executive  Officer  I.M.  Booth, 
agrees.  But  already  the  business  press 
is  starting  to  sound  skeptical  about 
the  new  product's  potential. 

Polaroid's  new  gizmo  is  the  Spectra, 
the  most  heavily  hyped 
new  consumer  product 
to  come  along  since  the 
Cabbage    Patch    doll — a 
spanking    new  state-of- 
the-art  instant  camera  But 
Business  Week  and  other 
publications  have  already 
virtually  written  off  the 
new  product. 

Yet  even  in  the  worst 
case,  if  Spectra  proves  a  dud, 
four  years  of  research  into  ev 
erything  from  microelectron- 
ics to  high-density  informa- 
tion storage  and  photochemis- 
try make  Polaroid  look  like  a 
pretty  safe,  if  not  spectacular, 
buy.  The  investment  looks 
even  safer  when  one  considers 
the  prospect  of  a  cash  infusion  of  per- 
haps as  much  as  $1  billion  as  a  result 
of  the  firm's  successful  antitrust  suit 
against  Kodak  Co. 

So  why  all  the  hoo-ha  over  Spectra; 
Mostly  the  noise  has  been  emanating 
from  the  company's  public  relations 
apparatus,  which  has  been  working 
for  months  to  hype  market  interest  in 
this  expensive  new  toy  in  a  market 
full  of  expensive  gadgets. 

The  suggested  retail  price  is  steep, 
about  $200  per  unit.  To  stimulate 
sales  of  the  new  cameras,  Polaroid 


plans  to  promote  the  Spectra  with  an 
enormous  $40  million  ad  budget  this 
year  alone. 

To  be  sure,  the  Spectra  is  notewor- 
thy for  some  interesting,  but  hardly 
earthshaking,  technological  improve- 
ments over  existing  instant  photogra- 
phy. For  one  thing,  the  camera  fea- 
tures a  patented  new  film  chemistry, 
which  delivers  instant  pictures  that 
appear  similar  to  35mm  prints.  Depth 


perception  is  crisper;  colors,  especial- 
ly yellows  and  greens,  truer. 

To  encourage  35mm  camera  buffs 
to  regard  instant  Spectra  prints  as 
comparable  in  quality  to  convention- 
al photographs,  Spectra  prints  pop  out 
in  rectangular  shapes  rather  than  in 
squares.  Moreover,  for  the  first  time, 
customers  can  send  their  instant 
prints  for  enlargements  to  Polaroid, 
which  uses  the  company's  newly  de- 
veloped laser  printing  process. 

Polaroid  is  billing  Spectra  as  the 
third-biggest  product  development  in 


the  corporation's  history.  The  first 
was  Edwin  Land's  creation  of  instant 
photography  in  1947.  After  that  came 
the  development  and  introduction  of 
the  SX-70  system  in  1972 — the  first 
self-timed,  self-developing  print  film. 
And  now  Spectra?  Says  President 
Booth:  "Spectra  is  essential  to  the  fi- 
nancial growth  of  Polaroid.  We  expect 
to  see  bottom-line  results  in  a  matter 
of  months." 

One  way  to  read  the  current  jubila- 1 
tion  about  Polaroid  on  Wall  Street 
(where  the  stock  has  nearly  tripled  in 
the  past  52  weeks,  to  $67  per  share)  is, 
of  course,  the  probably  overblown  ex- 
pectations for  Spectra  itself.  And  it  is 
after  all  understandable  if  Wall  Street 
laps  up  a  turnaround  story  in  the  face 
of  six  years  of  consecutive  declines  in 
consumer  camera  sales,  which  ac- 
count for  half  Polaroid's  revenues. 

During  those  years,  return  on  equi- 
ty fell  steeply,  to  3.5%,  from  a  ten- 
year  high  of  12.9%  in  1978.  At  the 
same  time,  worldwide  sales  increased 
infinitesimally  to  $1.3  billion.  Do- 
mestic sales  rose  5%  because  of  de- 
mand for  products  other  than  cameras 
and  film.  Operating  profits  were 
clipped  by  $10.1  million,  to  $33.6  mil- 
lion, after  a  $39  million  pretax  charge 
for  employment  cuts  made  last  year. 

But  consumer  products  may  loom 
less  important  in  Polaroid's  future 
than  they  now  appear. 
Other    businesses  are 
likely  to  kick  in  increas- 
ingly larger  contributions 
to  what  Booth  has  set  as  a 
goal  of  boosting  the  firm's 
return  on  equity  back  to 
10%  by  1988.  One  break 
has  come  with  the  depar- 
ture of  Land  himself,  who 
stepped    down    from  the 
chairman's  post  in  1982.  He 
had  concentrated  Polaroid's 
efforts  primarily  in  instant 
amateur  photography.  More 
recently,   the  company  has 
swung  its  energies  into  indus- 
trial photography,  which  may 
afford  steady  growth  in  areas 
unencumbered    by  changing 
consumer  whims. 

Meanwhile,  Polaroid  has  begun 
building  on  its  considerable  m-house 
technological  expertise.  "That's  our 
bag;  that's  what  we  do  well,"  says 
Booth.  A  push  into  electronic  peri- 
pherals is  already  starting  to  pay  off. 
The  Palette  Computer  Image  Record- 
er, brought  out  in  1983,  now  domi- 
nates the  market  for  making  color 
prints  from  monochrome  computer 
displays.  In  June  Polaroid  will  com- 
mence sales  of  a  video  film  printer, 
code-named  Pomegranate,  developed 
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At  last,  the  world's 
best-selling  portable  computer 
has  a  little  competition. 


It's  30%  smaller         17%  lighter 


ijow  there's  a  portable  personal  wr^^^^^^am^ammKKKM  Expansion  potential?  The 

N  computer  so  small,  so  light,  and  COMPAQ  PORTABLE  II  can  handle 

'  fast  it  defines  a  new  industry  stan-  f Ms::  a  10-Megabyte  fixed  disk  drive  and 

ird.  From  the  same  company  that  |fT"-~  j-        up  to  4.1  Megabytes  of  RAM.  And 

t  the  standard— COMPAQ!  The  new  L___  -J  "^j        you  can  add  a  modem ,  a  networking 

DMPAQ  PORTABLE  irM  has  all  the  "         " '  " m,      '/<B"Hf  board,  or  a  board  for  communicat- 

Ivantages  of  the  world's  best-selling  lJ,  *.'.".•'.'.  '/■.'>.'},•.  •  ■i~\~\~XVk        ing  with  your  mainframe . 

li-function  portable— the  original      _  The  new  COMPAQ  PORTABLE  II 

DMPAQ  Portable— plus  it's  even      —  : —  ~        ■     puts  tremendous  computing  poten- 

ore  portable.  And  it's  far  more  t     <        J        •  tial  within  the  grasp  of  every  com- 

)werful  than  most  desktop  LIlLl OCLvLClIjjZ  puter  user.  It's  backed  by  the 

imputers.  Never  before  has  -  111  service  and  support  of  over 

computer  this  small  been  "I"  HP  VPTY^T'K^  mIP  YIPM^  2900  Authorized  COMPAQ 

pableofsomuch.  ILK*  LKMMULRCUJMX,  llV^VV  Computer  Dealers  world- 

With its 80286 processor,  jfTjA  A  TV^XTVPA  T~)T  T"*  TT     wide.  Plus,  it's  made  by  the 

e  COMPAQ  PORTABLE  II  ^VjiVu^L/  rUKlAbLli  -  undisputed  world  leader  in 
in  run  all  of  the  popular  portable  personal  computers, 

isiness  software  written  for  IBM8  personal  comput-  For  the  name  of  the  dealer  nearest  you,  call  toll- 

s.  At  speeds  three  to  five  times  faster  than  the  COMPAQ  free  1-800-231-0900  and  ask  for  Operator  16.  In 
>rtable,  IBM  PC/XT™  and  other  compatibles.  Canada,  call  (416)  449-8741.  In  Europe,  telex 

And  because  of  its  standard  360-Kbyte  diskette  841 17898630AB;  898630  COMPAQ  TTX  D. 

•ive  format,  your  data  diskettes  will  be  fully  inter-         JBM.  ;s  a  regis(ered  trademark  and  IBM  pc/XT™  is  a  trademark  of 

langeable  With  Other  COMPAQ,  IBM,  and  COmpatl-  International  Business  Machines  Corporation.  ®1986  COMPAQ  Com- 

e  personal  computers.  puter  Corporation.  All  rights  reserved. 


COMPAQ. 


simply  works  better. 


The  element  of  surprise. 

Historically,  Wall  Street  has  always  welcomed  blue  chip 
companies  that  deliver  high  returns  to  investors. 
IBM. 
GE. 

Hewlett-Packard. 
No  Surprises. 

But  every  now  and  then,  a  company  comes  along  whose 
performance  takes  everyone  by  surprise. 

PPG  is  a  surprising  company.  Just  take  a  look  at  the 
financial  performance  PPG  has  turned  in  over  the  past  10  years. 
The  average  annual  return  to  investors  is  a  surprising  21.5%. 
That's  higher  than  Hewlett-Packard,  GE  or  IBM. 

Look  for  PPG's  next  10  years  to  be  even  more  surprising. 
We  fully  expect  to  triple  our  sales,  substantially  increase 
our  productivity,  and  join  the  top  20%  of  FORTUNE  500  companies 
in  profitability. 

If  this  is  all  a  surprise  to  you,  imagine  how  surprising  it 
must  be  to  our  competition.  And  that's  good.  Because  PPG's  goal 
is  market  leadership.  And  the  element  of  surprise  is  one  of 
our  most  powerful  advantages— whether  it  means  being  first  to 
bring  a  new  idea  to  market,  or  first  to  bring  a  new  market 
to  an  idea. 

Turning  in  a  surprisingly  strong  performance  has  never 
been  more  important.  Because  the  competition  has  never  been 
tougher. 


For  more  information,  call  James  F.  Compton,  Director,  Investor  Relations,  at  (412)  434-2120. 
Or  write  PPG  Industries,  Inc.,  One  PPG  Place,  Pittsburgh,  PA  15272. 


Polaroid  President  and  Chief  Executive  IM.  Booth 

There's  a  difference  between  "major  impact"  and  betting  the  company. 


Son  Ranidc  Pi 


Science  & 
Technology 


with  and  manufactured  by  Toshiba. 
The  printer  freezes,  stores  and  prints  a 
still  picture  or  slide  from  a  video  cam- 
era or  cassette  player. 

"The  market  for  this  type  of  tech- 
nology is  absolutely  explosive,"  says 
Charles  Pesko,  a  consultant  to  Polar- 
oid for  hard-copy  technologies. 

Nor  does  Polaroid  appear  to  be  be- 
neath buying  its  way  into  technologi- 
cal advancement.  Two  years  ago  the 
corporation  began  purchasing  equity 
in  Advanced  Color  Technology,  a 
maker  of  color  ink  jet  printers  that 
create  overhead  color  transparencies. 
Advanced  Color's  printer  is  compati- 
ble with  numerous  computers,  in- 
cluding IBM,  Hewlett-Packard  and 
Apple.  Polaroid  now  owns  a  majority 
of  Advanced  Color. 

Polaroid  seems  set  eventually  to 
reap  rewards  from  continuing  re- 
search into  high-density  information 
storage  systems. 

Silver  halide,  the  basis  of  instant 
photography,  is  also  the  consummate 
storage  medium  for  bits  of  informa- 
tion. Polaroid  researchers  say  that 
whether  the  medium  is  magnetic,  op- 
tical   or    photographic,  increasing 


amounts  of  information  must  be  con- 
tained in  smaller  spaces. 

As  a  result,  Polaroid  laboratory 
technicians  are  experimenting  with 
various  methods  of  coating  glass  with 
thin  layers  of  magnetic  materials. 
One  method  involves  stacking  the 
crystals  vertically  instead  of  horizon- 
tally. The  vertical  method  increases 
the  capacity  and  quality  of  the  images 
that  can  be  stored. 

On  the  other  hand,  technological 
advances  are  not  without  glitches  of 
various  sorts.  Polavision  was  a  fiasco. 
The  Rube  Goldberg-type  contraption 
promised  instant  8mm  home  movies 
but  instead  produced  jerky,  grainy  im- 
ages that  made  the  company  the 
laughingstock  of  consumer  marketing 
in  1978. 

The  company  has  also  found  some 


The  Spectra  instant  camera 
Will  35mm  buffs  pay  $200? 


new  fields  less  hospitable  than  it  first 
might  have  expected.  Take  the  mag- 
netic imaging  business,  for  example. 
Booth  decided  the  way  to  learn  about 
what  he  saw  as  two  explosive  growth 
markets  was  simply  to  jump  into 
them.  So  Polaroid  began  selling  pri- 
vate-label, half-inch  blank  videotapes 
in  1984  and  standard  floppy  disks  for 
computers  last  year,  banking  on  Po- 
laroid's name  recognition  to  draw 
market  share.  . 

But  neither  of  these  ventures  has 
yet  succeeded  in  turning  a  profit,  in 
large  part  because  of  the  unforeseen 
difficulties  of  competing  in  unfamil- 
iar commodity  businesses.  "The  mag- 
netic world  has  not  been  a  bed  of  roses 
for  us,  but  we're  beginning  to  feel 
more  comfortable,  especially  in  the 
videocassette  world,"  says  Booth. 
"We're  still  struggling  in  the  floppy 
disk  area.  We  have  to  get  our  market- 
ing act  together." 

Long-term  perspective  aside,  there 
is  no  question  that  Polaroid  execu- 
tives have  their  greatest  emotional  in- 
vestment in  the  Spectra  for  the  next 
few  months.  But  they  probably  have 
less  to  worry  about  than  they  think. 
"There's  no  downside  risk  really," 
says  Alan  Bernstein  of  Oppenheimer 
&.  Co.  "The  stock  is  cheap  even  if  the 
Spectra  camera  doesn't  do  well.  There 
is  a  strong  asset  base  underlying  the 
company." — G.B. 
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ien  Richard  Schmeelk  first  came  to 
lomon  Brothers  many  years  ago,  he 
:S  asked  to  consider  covering  corpora- 
ns.  "I  went  over  to  one  of  the  senior 
rtners,  and  he  told  me  it  would  be  a 
mplete  waste  of  my  time,"  remembers 
hmeelk,  now  managing  director  and 
jmber  of  Salomon's  executive  com- 
ttee.  "There  was  very  little  activity 
ler  than  capital  raising,"  Schmeelk 
/s,  "and  during  that  period  there 
isn't  a  lot  of  capital  raising  taking 
ice  in  the  corporate  world." 
Times  have  changed.  In  the  U.S.  last 
ar,  nearly  $132.8  billion  was  raised  for 
lerican  corporations,  more  than  in 
y  previous  year.  At  the  same  time,  the 
e  of  cheaper  money,  not  to  mention 
5  relative  lack  of  regulation  and  the 
ening  up  of  capital  markets  in  several 
untries,  drove  U.S.  corporations  to  the 
remarkets.  They  raised  an  unprece- 
nted  $39.2  billion  in  Europe  last  year, 
increase  of  more  than  70%  from  the 
ar  before.  And  about  a  quarter  of  it 
is  in  foreign  currency,  up  dramatically 
m 1984. 

This  year  is  off  to  a  rousing  start.  In 
nuary  and  February,  according  to  IDD 
ormation  Services,  there  were  80 


issues,  totaling  $8.5  billion,  by  U.S.  cor- 
porations in  the  Euromarkets.  And  U.S. 
corporations  raised  $36.1  billion  in  the 
U.S.  markets,  more  than  triple  the 
amount  of  the  first  two  months  of  1985. 

The  internationalization  of  the  finan- 
cial markets,  much  heralded,  seems  to 
have  arrived.  In  the  opinion  of  Curtis 
Welling,  managing  director  of  First 
Boston  Corp.,  there  has  been  a  funda- 
mental change  in  the  nature  of  the  mar- 
ketplace. "We're  out  of  an  economic  envi- 
ronment where  oil  prices  only  go  one 
way,"  he  points  out.  "We  seem  to  have 
broken  the  back  of  inflation.  More  impor- 
tant than  the  strength  of  the  dollar  on  a 
day-to-day  basis,  there  is  the  enormous 
willingness  of  investors  around  the  world 
to  hold  U.S.  dollar  securities."  To  Welling, 
it's  an  environment  in  which  the  volume 
of  securities  transactions  should  remain 
at  a  very  high  level,  in  which  barriers 
to  flows  of  capital  within  an  economy 
and  across  economies  should  continue 
to  fall. 

Driving  the  development  of  a  global 
market,  to  be  sure,  is  the  swap  market. 
Swaps,  which  allow  borrowers  to  arbi- 
trage between  two  markets  and  there- 
fore control  the  interest  rate  or  currency 


sensitivity  of  their  debt,  have  come  of 
age.  According  to  a  study  released  by 
Salomon  Brothers,  interest  rate  and  cur- 
rency swap-driven  debt  issues  in  the 
world's  capital  markets  climbed  to  $20 
billion  last  year,  or  about  25%  of  all  new 
issues  in  non-U. S.  dollar  markets.  Swap 
activity  overall  was  three  times  greater 
last  year  than  it  was  in  1984,  the  study 
revealed.  And  U.S.  corporations  were 
the  largest  users  of  swaps,  representing 
nearly  34%  of  all  transactions. 

David  Gelber,  executive  director  of 
Chemical  Bank  International  Ltd., 
Chemical  New  York  Corp.'s  London- 
based  investment  banking  subsidiary, 
suspects  that  the  days  of  explosive 
growth  in  the  swap  market  are  over. 
Yet  he  points  out  that  the  market  has 
become  much  easier  for  participants. 
"More  and  more  people  are  playing,"  he 
says.  "The  market  is  very  liquid,  and  you 
can  always  get  things  done."  David 
Beim,  executive  vice  president  of 
Bankers  Trust  Co.,  observes  that  swaps, 
especially  in  combination  with  options, 
have  created  endless  opportunities. 
"Once  you  look  at  the  swap  market,  you 
wonder  why  it  wasn't  invented  much 
sooner,"  he  says.  "It  is  such  a  marvelous 
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mechanism  for  bridging  the  gap  between 
the  kind  of  money  somebody  wants 
and  the  kind  they  can  reasonably  sell." 

Indeed,  the  range  of  securities  is  stag- 
gering. During  the  past  year,  there  have 
been,  among  other  things,  new  wrinkles 
in  currency-driven  transactions,  innova- 
tions in  option-based  securities  and 
various  combinations  of  currency  and 
options  securities.  And  encouraging  fur- 
ther innovation  is  a  bolder-and  sawier- 
group  of  borrowers. 

"No  corporation  would  have  done  an 
Australian  dollar  deal  even  a  year  ago," 
illustrates  Salomon's  Schmeelk,  "but 
we've  seen  probably  15  to  20  Australian 
dollar  deals."  To  him,  such  behavior 
smacks  of  a  truly  global  market,  where 
borrowers'  main  concern  is  finding  a 
structure  that  meets  their  needs- 
whether  it's  in  U.S.  dollars  or  another 
currency,  in  fixed  or  floating  rate,  or  in 
short  maturity.  "They're  not  intimidated 
by  complexity  anymore,"  adds  First  Bos- 
ton's Welling.  "The  times  corporations 
tell  us  they're  unwilling  to  consider  an 
idea  because  it's  too  complicated  are 
very  few,  a  tiny  fraction  of  the  number  of 
times  it  happened  five  years  ago." 


Securitization 


One  opportunity  that's  much  discussed 
is  securitization:  the  conversion  of 
instruments  that  were  essentially  illiquid 
into  securities  that  can  be  sold  and 
traded.  It  began  with  the  mortgage 
industry,  recounts  Francois  de  Saint 
Phalle,  senior  executive  vice  president 
of  Shearson  Lehman  Brothers.  "These 
days,"  he  adds,  "just  about  anything  you 
can  think  of  is  being  securitized." 

For  example,  it  is  now  routine  for  com- 
mercial banks  to  convert  loans  into  mar- 
ketable slips  of  paper  and  sell  them  to 
investors.  Not  surprisingly,  the  banks 
benefit.  "Obviously,  if  you  don't  keep  it 
on  your  balance  sheet,  you  get  fee 
income,  the  difference  between  the 
price  at  which  you  buy  it  and  sell  it,"  rea- 
sons C.  William  Schroth,  executive  vice 
president  of  Manufacturers  Hanover 
Trust  Co.  For  borrowers,  relates  Jeffrey 
Colquhoun,  vice  president  of  Chemical 
Bank's  Capital  Markets  Group,  there  is 
flexibility  of  financing,  attractive  rates 
and  diverse  funding  sources.  He  notes, 
for  example,  that  Chemical  can  now 
accommodate  borrowers  it  might  not 
have  been  able  to  several  years  back- 
and  accommodate  them  quickly.  "Our 
knowledge  of  the  market  is  such  that  if  a 
client  has  a  large  financing  need,  we 
can  grant  him  a  facility  on  the  spot," 
illustrates  Colquhoun. 

The  securitization  of  automobile 
receivables,  like  the  selling  of  bank 
loans,  isn't  exactly  a  brand-new  idea. 
What's  new  is  that  it's  now  being  done 
publicly.  The  first  certificate  of  automo- 
bile receivables  came  last  May:  a  $60- 
million  issue  backed  by  loans  originated 
by  Marine  Midland  Bank  and  invented 
by  Salomon  Brothers.  It  pointed  the  way 


to  a  possible  multibillion-dollar  market. 

The  attraction?  "Automobile  receiv- 
ables happen  to  be  very  creditworthy 
securities,"  explains  Salomon's 
Schmeelk.  But  it  is  precisely  because 
these  receivables  are  of  such  high  qual- 
ity, says  Schmeelk,  that  the  market 
hasn't  taken  off  as  quickly  as  some  had 
anticipated.  "The  predictions  of  a  huge 
market  assumed  that  there  was  incen- 
tive for  institutions  to  sell  these  assets," 
he  points  out,  "but  I  don't  think  that's 
the  case."  Schmeelk  believes  the  CAR 
market  will  grow,  but  not  at  a  break- 
neck pace. 

Another  reason  for  the  less-than- 
explosive  growth,  submits  Joseph 
Donovan,  a  member  of  First  Boston's 
asset-finance  team,  is  that  transactions 
have  a  long  lead  time.  He  gives  the  CAR 
for  General  Motors  Acceptance  Corp.  as 
an  example.  First  Boston,  he  reveals, 
worked  with  GMAC  for  the  better  part  of 
a  year  before  the  company  launched  its 
first  offering  of  certificates  backed  by 
automobile  loans,  a  $524.7-million  issue, 
in  mid-December.  Donovan  expects  the 
markets  for  CARs  to  develop  around 
"the  repeat  household  name,"  big  issu- 
ers such  as  GMAC.  (GMAC  came  back 
to  the  market  this  January  with  a  $423- 


million  issue,  making  it  the  largest  issu 
of  asset-backed  securities  thus  far.) 

The  interest  in  asset-backed  securi- 
ties is  spreading  to  the  real  estate  aren 
As  Sheppard  Davis,  vice  president  and 
real  estate  product  manager  of  Salome 
Brothers,  points  out,  the  commercial 
real  estate  market  in  the  U.S.  is  huge 
comparable  to  that  of  the  corporate 
bond  market.  But  the  traditional  fundin 
mechanism  for  commercial  real  estate 
the  single-lender  system,  has  come 
under  pressure.  At  the  same  time,  mar 
investors  are  clamoring  for  securitizatk 
in  commercial  real  estate.  And,  says 
Davis,  there  is  a  strong  similarity 
between  the  type  of  credit  analysis  thai 
has  to  be  done  to  examine  a  corporatel 
bond  and  the  credit  analysis  that  goesi 
into  studying  a  real  estate  loan  or  pur- 
chase. All  of  these  factors  are  convergj 
ing,  he  concludes,  and  resulting  in  a 
movement  to  broaden  the  base  of  instnj 
tutional  investors  in  real  estate. 

What's  on  tap?  First  Boston's 
Donovan  notes  that  "any  sort  of  asset  I 
that  has  a  longer  life  to  it  can  work, 
whether  it  be  cars  or  trucks  or  planes  oi 
boats."  Next  could  well  be  credit  card 
receivables,  Donovan  says.  Another 
nascent  business  on  the  securitization 
front,  submits  James  Stern,  managing 
director  of  Shearson  Lehman  Brothers 
is  the  swapping  of  Third  World  loans.  Ir 
Stern's  estimation,  it's  a  business  thati 
going  to  boom. 

Of  course,  there  have  been  a  host  of 
other  innovations  in  recent  months.  Hel 
is  just  a  sampling. 

•  LYONs.  "Liquid  yield  option  notes™ 
were  first  introduced  last  April;  Merrill 
Lynch  used  this  hybrid  security 
to  raise  nearly  $210  million  for  Waste 
Management.  Since  the  LYON  is  a  zerfl 
coupon  security,  the  issuer  does  not  pa 
interest  to  the  holders  until  the  bonds 
mature.  And  because  the  LYON  offers 
the  added  feature  of  convertibility  into 
the  company's  common  stock,  a 
company  can  pay  less  than  the  going 
interest  rate  for  long-term  funds.  For 
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FINANCING  VOLUME 
in  billions  of  dollars 
U.S.  COMPANIES  IN  THE  U.S. 
All  Issues 

Nonconvertible  Debt 
Convertible  Debt  Issues 
Common  Stock  Issues 
Nonconvertible  Preferred  Stock 
Convertible  Preferred  Stock 

U.S.  COMPANIES  IN  EUROPE 
All  Issues 

Straight  Debt  Issues 
Floating-Rate  Issues 
Convertible  and  Equity  Related 

Source:  IDD  Information  Services 


(Jan.  &  Feb.) 


1983 

1984 

1985 

1986 

1985 

91.3 

76.6 

132.8 

36.1 

11.1 

41.7  • 

60.3 

92.5 

26.2 

7.2 

6.1 

4.0 

7.4 

2.0 

0.6 

35.3 

8.4 

24.3 

5.2 

2.7 

5.1 

3.1 

6.3 

2.4 

0.4 

3.1 

0.8 

2.3 

0.4 

0.1 

7.7 

22.5 

39.2 

8.5 

8.4 

6.4 

15.2 

27.4 

6.7 

5.6 

0.4 

5.3 

10.2 

1.0 

2.5 

0.8 

2.0 

1.7 

0.8 
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HOW  THE  BANK  OF  NEW  YORK 
CONNECTS  THE  PEOPLE  WHO  NEED  IT 

WITH  THE  PEOPLE  WHO 
HAVE  IT  IN  THE  CAPITAL  MARKETS. 


As  any  successful  matchmaker  will 
dl  you,  theres  nothing  like  bringing 
)gether  people  with  compatible 
iterests. 

Like  a  business  looking  for  a 
vap  counterparty  in  order  to 
stter  manage  interest  rate  risk. 
There  are  businesses  with  min- 
nal  tax  liability  in  need 
capital  equipment 
looking  to  be 


private  placements.  As  well  as  businesses 
looking  for  investment  opportunities 
in  the  private  markets. 

\bull  find  the  Capital  Markets 
Division  of  The  Bank  of  New 
York  an  ideal  intermediary  in 
all  these  situations.  Because  our 
on-going  activity  in  the  capital 

markets  of  the  world  keeps 
us  constantly  apprised 
of  whos  looking, 
whos  avail- 


matched 
with  businesses 
need  of  tax  credits  pro- 
ded  by  leverage  leases. 
Or  there  are  businesses 
oking  for  an  acquisition, 
■  to  divest  themselves  of 
aerations. 
Then  there  are  businesses  interested 
raising  debt  and  equity  capital  through 


able  and 
whos  eligible. 

To  discuss  any  aspect  of 
our  capital  markets  capa- 
bilities, call  Thomas  A. 
Renyi,  Senior  Vice  Presi- 
dent, at  (212)  530-1628. 
Or  you  can  write  him  at  The  Bank  of 
New  York,  48  Wall  Street,  THE 
New  York,  NY  10015.  BANKOF 

NEW 
YORK 


$114  billion. 

Last  year,  Merrill  Lynch  provided  more  funds  for  clients  in  the 
global  public  markets  than  any  other  securities  firm  in  history 

Merrill  Lynch  Capital  Markets  has  for  years  been  a  leading  intermediary  of  US.  dollar-based  debt 
and  equity  products  worldwide.  In  1985,  we  set  a  record— by  raising  the  most  funds  any 
investment  banking  firm  has  ever  raised,  for  corporations,  institutions  and  governments  in  the 
US.  and  international  public  markets.  Also,  we  are  a  leader  in  private  placements. 

These  figures  are  just  further  signs  of  our  creativity  and  power  to  provide  the  kind  of  quality 
service  issuers  and  investors  have  come  to  expect  from  Merrill  Lynch. 
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MERRILL  LYNCH 


21,098 


3,295 


807 


GOLDMAN  SACHS 


20,393 
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1,035 


FIRST  BOSTON 


11,899 


1,896 
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SALOMON 


11,933 


3,240 
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MORGAN  STANLEY 


2,930 


2,118 
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'Securities  Data  Co.  Inc.  1/6/86. 
"IDD  Information  Services  1/6/86. 

"'Total  year-end  outstandings  (  Domestic  Market)  Actual  Merrill  Lynch  figures;  best  Merrill  Lynch  estimates  for  competitors. 
tReflects  international  financings  by  First  Boston/CSFB. 


EBT** 

MEDIUM- 
TERM 
NOTES** 

EURO 
OFFERINGS** 

TOTAL 
LONG 
TERM 

MUNICIPAL 
NOTES* 

COMMERCIAL 
PAPER*** 

TOTAL 
FUNDS 
PROVIDED 

1,475 

13,000 

7,925 

57,600 

5,056 

52,000 

114,656 

1,869 

2,622 

5,410 

44,791 

1,182 

42,000 

87,973 

9,035 

1,750 

19,208* 

54,430 

523 

24,000 

78,953 

5,264 

3,650 

7,843 

54,325 

223 

20,000 

74,548 

7,147 

225 

6,520 

19,725 

313 

3,000 

23,038 

'<  )]98h  Merrill  Lynch.  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC 


More  resources,  better  solutions. 

They  make  Merrill  Lynch  people  a  breed  apart. 


Merrill  Lynch 
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investors,  there's  the  attraction  of  low 
risk.  As  Alfred  Hurley,  vice  president  and 
manager  of  Merrill  Lynch's  product 
development  department,  points  out, 
there  is  a  put  feature  at  the  third  year 
and  at  the  end  of  each  year  thereafter. 
In  a  sense,  he  says,  it's  a  money-back 
guarantee. 

Merrill  used  the  instrument  seven 
times  in  1985,  raising  a  total  of  nearly 
$1  billion  for  corporate  clients.  In  the  first 
two  months  of  1986,  two  more  LYONs 
were  done.  Barry  Friedberg,  director  of 
investment  banking  of  Merrill  Lynch 
Capital  Markets,  describes  the  LYON  as 
"the  most  significant  innovation  in 
financing  markets  in  1985." 

•  The  Yen  Yankee.  "For  three  years," 
observes  Shearson's  de  Saint  Phalle, 
"the  U.S.  dollar  was  king.  It  was  the 
strongest  currency  and  it  was  appreciat- 
ing, so  you  didn't  want  to  borrow  in 
another  currency  if  you  could  help  it." 
Now  the  opposite  is  true.  By  borrowing 
dollars  as  the  dollar  falls,  notes  de  Saint 
Phalle,  "your  borrowing  in  terms  of  other 
currencies  becomes  more  and  more 
expensive." 

One  of  the  most  interesting  deals 
done  in  currency  other  than  the  dollar 
during  1985  was  the  first  yen-denomi- 
nated bond  issue  registered  and  sold  in 
the  U.S.:  Asian  Development  Bank's 
¥35  billion  ten-year  Japanese  yen 
bonds.  Within  a  few  weeks,  a  spate  of 
Australian  dollar-denominated  "yankee" 
bond  issues  followed.  The  U.S.  has  also 
seen  New  Zealand  dollar-denominated 
issues  as  well  as  issues  denominated  in 
the  European  Currency  Unit.  More  in 
other  currencies  are  likely  to  follow. 

•  Cap  Floating-Rate  Notes.  While 
Salomon  Brothers  brought  the  first  float- 
ing-rate cap  to  the  domestic  market  for 
Wells  Fargo  Bank,  it  was  Shearson, 
relates  its  managing  director  Michael 
McKeever,  that  did  the  first  such  deal. 
About  one  week  prior  to  the  Wells  Fargo 
transaction,  he  reports,  Shearson  intro- 
duced the  Euromarket  to  the  floating- 
rate  cap  in  the  form  of  a  $200-million 
deal  for  Banque  Indosuez.  Shearson's 
de  Saint  Phalle  estimates  that  about 
$3-billion  worth  of  cap  floating-rate 
notes  were  created  in  1985  by  at  least 
20  different  borrowers. 

The  way  it  works:  Say  a  borrower  sells 
a  floating-rate  note  in  the  Euromarket. 
Normally,  the  coupon  is  pegged  to  the 
London  Interbank  Offered  Rate  and 
doesn't  have  a  ceiling-there  is  no  limit  to 
the  amount  of  interest  an  issuer  pays. 
For  a  cap  floater,  though,  a  ceiling  is  set. 
Why  buy  a  piece  of  paper  with  a  ceiling 
rate?  The  reason,  submits  Shearson's 
de  Saint  Phalle,  is  that  investors  might 
be  given  something  in  return.  Instead  of 
getting  LIBOR  plus  an  eighth  with  no 
ceiling,  for  example,  they  might  get 
LIBOR  plus  a  quarter. 

Issuers  of  floating-rate  bonds,  for  their 
part,  typically  don't  care  about  interest 
rates.  They  usually  use  the  proceeds  of 
the  loan  to  buy  an  asset-that  is,  relend 
the  money  to  somebody  else  on  a  float- 


ing-rate basis.  What  they  do  care  about 
is  the  spread  between  the  money  and 
what  they're  paying  in  the  market.  So 
the  cap  is  stripped  off  and  sold,  thereby 
lowering  the  borrower's  net  borrowing 
cost.  "Everybody  is  getting  something," 
declares  de  Saint  Phalle.  "The  investor 
who  bought  the  floating-rate  notes  is 
getting  more  than  the  normal  LIBOR- 
plus  formula.  The  issuer  winds  up  pay- 
ing LIBOR  minus  some  number,  where 
he's  usually  paying  LIBOR  plus.  And 
we've  created  a  security  for  people  who 
would  like  to  have  an  option  to  receive 
interest  payments  above  a  ceiling  level." 


What's  Next?  

What's  in  store  for  1986  and  beyond? 
One  recent  development  in  the  Euro- 
bond market  is  the  interest  among  gov- 
ernments, international  agencies,  and 
top-rated  U.S.  corporations  in  launching 
longer-maturity  Eurodollar  bonds.  In  mid- 
February,  The  World  Bank  and  Amoco 
Co.  floated  30-year  Eurodollar  bonds. 

Euroequities,  in  addition,  promise  to 
be  a  big  attraction.  "For  the  first  time," 
comments  de  Saint  Phalle,  "we're  start- 
ing to  see  a  Euroequity  market,  where 
foreign  and  U.S.  corporations  will  be 
able  to  sell  large  amounts  of  equity 
rather  than  go  through  the  registration 
process  in  New  York."  Black  &  Decker, 
Chesebrough-Pond's  and  Pacific  Telesis 
Group  have  been  among  the  U.S.  corpo- 
rations to  do  pure  equity  deals  in  Europe. 
"Pure  equity  will  be  the  biggest  trend 
of  1986,"  forecasts  one  investment 
banker,  "because  U.S.  issuers  have 
finally  figured  out  that  the  only  way  to 
get  overseas  distribution  is  to  get  over- 
seas banks  involved  in  their  syndicates." 

Similarly,  Eurocommercial  paper  is 
the  focus  of  considerable  attention 
among  U.S.  corporations.  "There's  a  tre- 
mendous amount  of  effort  going  into 
developing  an  investor  base  by  the  inter- 
mediaries like  ourselves  in  the  market," 
acknowledges  Manufacturers  Hanover's 
Schroth.  Traditionally,  Schroth  points 
out,  there  was  a  wide  spread  between 
LIBOR  and  commercial  paper  rates  in 
the  U.S.,  so  U.S.  issuers  couldn't  match 
domestic  commercial  paper  rates  in 
Europe.  "Today,  you  can't  always,  but 
lots  of  times  you  can,"  he  reports. 
Same-day  settlements  on  Eurocommer- 
cial paper  mean  that  corporations 
can  get  their  money  the  day  they  set 
their  rates. 

Growth  of  Eurocommercial  paper 
could  be  explosive.  According  to  invest- 
ment bankers,  there  is  no  reason  why 
U.S.  issuers  of  commercial  paper 
should  nor  be  setting  up  a  program  in 
Europe.  There  are  no  commitment  fees, 
no  underwriting  fees  and  no  up-front 
fees.  Moreover,  "It's  a  safety  valve,"  says 
Shearson's  de  Saint  Phalle.  "It  makes 
sense  to  have  a  reservoir  of  buyers  who 
are  not  affected  by  the  same  economic 
conditions  as  the  American  buyers  of 
commercial  paper." 


Medium-term  note  programs  are  als< 
in  the  news.  In  1985,  according  to  IDD 
Information  Services,  issuers  began  53 
such  note  programs  totaling  $22.5  bil-J 
lion.  Medium-term  notes  bring  someoj 
the  attractive  features  of  commercial  1 
paper  to  longer-term  debt  securities. 
They  can  be  issued  in  maturities  of  as 
much  as  15  years.  They  can  be  offered 
in  small  amounts,  in  different  maturitie) 
and  on  a  daily  basis.  Medium-term 
notes  are  "highly  tailored  financing  in 
amounts  and  maturities  to  meet  issueri 
needs  and  to  pick  off  pockets  of  money 
in  the  investor  marketplace,"  remarks 
Friedberg  of  Merrill  Lynch,  a  leading 
firm  in  this  area.  "I  expect  a  lot  of  growl) 
in  1986." 

Other  predictions?  Robert  Hotz, 
senior  vice  president  of  Smith  Barney, 
Harris  Upham  &  Co.,  is  one  of  several 
investment  bankers  to  foresee  more 
master  limited  partnerships.  "We've 
seen  it  start  off  in  the  oil  and  gas  patchi 
and  extend  into  the  timber  sector,"  he 
says.  "I  think  we  will  see  it  extend  furthl 
And  will  the  Federal  Reserve  Board's 
curb  on  the  use  of  junk  bonds  have  a 
chilling  effect  on  that  market?  "I  person 
ally  think  it  will  have  little  effect,"  relates 
Stephen  Weinroth,  managing  director « 
Drexel  Burnham  Lambert,  echoing  the 
views  of  his  counterparts  at  other  firms) 
"It  seems  to  me  that  there  are  financial 
structures  that  easily  bypass  the  letter 
the  ruling." 

With  the  pace  of  innovation  accelerai 
ing,  investment  bankers  are  on  their 
toes.  The  product  life  cycle  is  fairly 
short,  acknowledges  John  Perkowski, 
Paine  Webber's  division  director  of  cap 
tal  markets.  "You  not  only  have  to  get 
the  first  deal  done,  but  also  get  as  mani 
deals  done  as  quickly  as  possible  befoi 
that  product  becomes  a  vanilla  product 
Shearson's  Stern  agrees  that  "commer 
cial  instinct"  is  extremely  important 
these  days.  "The  real  margin  is  in  the 
first  stages  of  value-added,"  he  says. 
"We  all  have  a  bunch  of  gurus  who  see 
something  new  and  can  create  the  sarr 
or  better  mousetrap  within  a  week, 
so  the  name  of  the  game  is  being 
there  first." 

What  all  of  this  means  is  that  corpora 
tions  are  deluged  with  choices.  It  used 
to  be,  recalls  G.  Chris  Andersen,  man- 
aging director  of  Drexel  Burnham 
Lambert,  that  Wall  Street  offered  corpc 
rations  hungry  for  capital  only  three  fla- 
vors: chocolate,  vanilla  and  strawberry. 
Issuers  could  choose  among  pure  debt 
straight  senior  high-grade  debt,  or  pure 
equity,  i.e.,  common  stock-but  there 
was  nothing  in  the  middle  and  no  contii 
uum  to  the  cost  of  capital.  Today,  how- 
ever, "We've  got  the  rainbow  and  the 
continuum,"  declares  Andersen.  Both 
the  buyer  and  seller  of  securities  have 
much  greater  flexibility.  □ 


Laurie  Meisler  is  a  New  York-based 
financial  writer. 
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lit  it  still  doesn't  quack  like  a  bank 


T%  obert  Murphy,  64,  is  head  of  a 
beast  that  walks  like  a  bank  and 
ilks  like  a  bank.  However,  General 
Motors  Acceptance  Corp.,  GM's  fi- 
ance division,  isn't  a  bank — not  yet, 
nyway.  It  doesn't  accept  savings  and 
hecking  deposits.  If  it  did,  its  $75 
lllion  in  assets  would  make  it  the 
ifth-largest  U.S.  bank,  right  behind 
Morgan  Guaranty  Trust  Co.  Yet  it 
ttracts  funds  by  paying  interest  and 
nakes  money  by  lending  the  funds 
)ut  at  higher  interest,  like  other 
•anks.  In  1985  GMAC  earned  $1  bil- 
ion  that  way,  30%  more  than  in  1984 
nd  more  than  any  other  U.S.  bank 
ver  earned. 

In  the  burgeoning  world  of  nonbank 
tanking,  GMAC  is  the  giant.  Other 
(layers  in  automotive  finance  don't 
ome  close:  In  1985  Ford  Motor  Cred- 
t  earned  $440.5  million;  Chrysler  Fi- 
lancial  Corp.,  $154.3  million. 

Much  of  GMAC's  vast  size  comes 
rom  its  enormous  automotive  leas- 


ing business.  But  with  recent  acquisi- 
tions, GMAC  has  suddenly  become 
the  second-largest  mortage  banker  in 
the  U.S.  It  also  plans  a  foray  into 
mortgage  insurance,  which  Murphy 
sees  as  similar  to  providing  insurance 
for  GMAC-financed  cars.  A  credit 
card — for  paying  for  automotive  ser- 
vices at  GM  dealers — also  is  in  test- 
market.  GMAC  is  considering  lend- 
ing to  small  and  medium-size  busi- 
nesses, "because  of  our  experience  in 
lending  to  automotive  dealers." 

Does  GMAC  aim  to  be  a  one-stop 
shop  for  financial  services?  "We  don't 
think  we  can  provide  everything  for 
everybody,"  says  Murphy  cagily.  "We 
narrow  our  possibilities  down  pretty 
easily  to  anything  we  have  a  familiar- 
ity with."  And  what  narrow  sphere  is 
that?  "We'll  consider  anything  that  is 
the  granting  of  credit  and  the  collect- 
ing and  servicing  of  accounts,"  Mur- 
phy says  blandly.  Bankers  of  the  world 
beware. — Jan  Parr 


Beyond  bill  paying 

The  hospital's  got  a  choice:  They 
can  give  us  the  discount  and  take 
our  patients,  or  we'll  go  next  door  and 
give  the  next  hospital  the  patients. 
Same  thing  with  the  doctors.  We  say, 
'Doctor,  we  want  this  fee  level.  Now 
if  you  don't  want  to  give  it  to  us, 
fine. 

This  is  how  Metropolitan  Life  Vice 
Chairman  Philip  Briggs  talks  now 
that  cost-conscious  corporate  and  in- 

John  Abbott 


Metropolitan  Life's  Philip  Briggs 
"Hardly  anybody  resists  for  long. 


stitutional  clients  are  delegating  new 
power  to  health  care  insurers.  "For 
years  insurers  were  looked  upon  as 
just  bill  payers — somebody  you  sent 
your  bills  to,"  Briggs  says.  "Now 
we're  being  asked  to  'manage'  health 
care — negotiate  fees,  control  admis- 
sion policies,  monitor  the  length  of 
stay  and  supervise  what  care  could  be 
better  performed  outside  the  hospital. 
It's  quite  a  different  role." 

As  one  of  the  nation's  largest  health 
insurers  (assets,  $94  billion),  Met  can 
use  its  size  to  drive  down  costs.  Con- 
sider, for  example,  the  Dade  County, 
Fla,.  school  system  with  24,000  em- 
ployees and  their  families.  "We 
searched  our  files  and  selected  the 
most  efficient  hospitals  and  doctors — 
the  top  20%,"  says  Briggs.  "We  said 
we'd  like  to  have  them  handle  all  our 
patients  in  the  area,  and  in  exchange 
we'd  like  to  have  a  cost  reduction. 
They  reduced  their  charges  to  us  by 
roughly  20%."  Dade  County  saved 
$2.9  million,  and  the  Met  earned  a  fee. 

This  doesn't  exactly  endear  the  Met 
to  the  hospitals.  "There  was  one  hos- 
pital in  Dade  County  that  told  us  to 


107 


General  Motors  Acceptance  Corp.  's  Robert  Murphy 
Harrowing  it  down  to  almost  everything. 
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go  blow  it  out  our  ear,"  says  Briggs. 
"But  the  next  year  they  wanted  in."  It 
seems  the  hospitals  the  Met  signed  up 
went  from  25%  of  Met-covered  pa- 
tients in  the  area  to  60%  in  one  year. 
"Hardly  anybody  resists  us  for  long," 
says  Briggs,  smiling. — Geoff  Smith 


Now  hear  this 

Secretary  of  Labor  William  E. 
Brock,  55,  who  can  speak  for  the 
Administration  on  matters  like  the 
threat  of  imports  to  jobs,  also  has  the 
experience  of  four  years  as  the  U.S. 
trade  representative  in  government- 
to-government  negotiations.  Brock 
has  little  patience  with  those  who 
argue  that  the  openness  of  the  U.S. 
market  has  damaged  the  U.S.  econo- 
my or  cost  U.S.  workers  jobs,  and  who 
therefore  scream  for  protection.  Quite 
the  contrary: 

"We've  got  a  net  benefit  from  trade, 
have  had  for  30  years,  have  today,  will 
have  10  years  from  now.  What's  hap- 
pening is  that  the  companies  that  are 
not  competitive  are  not  making  it. 
The  imports  have  accelerated  the 
pace  of  change  in  this  country." 

Currency  fluctuations,  however  ex- 
treme, are  not  the  point.  Brock  argues 
business  could  profit  from  taking  a 
hard  look  at  itself.  A  good  man  with  a 
speech,  he  warms  quickly  to  this  sub- 


ject: "There  are  exceptions,  of  course, 
but  we've  got  more  damned  dinosaurs 
in  this  country.  They're  called  big 
business,  and  they're  bureaucratic 
and  lethargic  and  have  gotten  out  of 
touch  with  their  customers  and  the 
economic  world  that  we  inhabit. 

"We  were  kidding  ourselves  in  the 
Sixties  and  Seventies.  We  were  fat, 
dumb,  sassy  and  sloppy.  But  we're 
beginning  to  get  right  in  a  lot  of  areas, 
and  that's  very  exciting.  Don't  tell  me 
we're  not  capable  of  doing  good  work. 
I  know  we  are,  but  we've  got  to  get  rid 
of  some  lousy  managers  and  change 
our  attitude  about  quality,  about  ef- 
fort, about  getting  a  day's  value  for  a 
day's  pay." — James  Cook 


Don't  meet  me  at  the  fair 

What's  wrong  with  a  world's  fair 
in  Chicago?  Everything,  appar- 
ently. But  Donald  Petkus  still  hopes 
to  resuscitate  his  all-but-fizzled  1992 
Windy  City  exposition. 

Petkus,  vice  president  of  communi- 
cations for  Commonwealth  Edison,  is 
the  mainspring  on  the  board  of  Chica- 
go World's  Fair  1992  Corp.,  a  nonprof- 
it corporation  of  several  Chicago  busi- 
nessmen with  the  exclusive  license 
for  a  1992  world's  fair  in  North  Amer- 
ica from  the  U.S.  Commerce  Depart- 
ment and  the  Bureau  of  International 
Expositions  in  Paris.  Petkus  speaks  of 
boosting  Chicago's  image.  He  senti- 
mentally recalls  Chicago's  successful 
1893  Columbian  Exposition  and  the 
1933-34  Century  of  Progress  fair.  And, 
as  an  executive  at  the  state's  major 
utility,  he  says,  "As  the  upper  Mid- 
west's economy  goes,  so  goes  Com- 


Ixibor  Secretary  William  E.  Brock 

Imports  don't  bother  him;  dinosaurs  do. 


Chicago 's  Doruild  Petkus 
Dreamers  wanted,  with  cash. 

monwealth  Edison." 

Getting  accredited  was  the  easy 
part.  Getting  funds  has  not  been.  Govj 
ernor  James  Thompson  opposes  com-; 
mitting  state  money.  The  New  Or! 
leans  1984  fair  was  a  disaster — $121 
million  lost — and  a  study  by  Contil 
nental  Illinois  National  Bank  predict-j 
ed  similar  woe  in  Chicago.  Local! 
groups  call  the  idea  merely  a  free  ridef 
for  developers  of  the  city's  south} 
shore  on  scarce  public  funds. 

Petkus  says  it's  more  than  juste 
short-term  profit  and  loss.  He  still 
hopes  to  finance  Chicago's  $1  billion 
fair  with  private  funds  from  "a  group 
of  developers,  a  group  of  dreamers." 
Yet  he  must  act  fast;  engineers  and 
consultants  say  that  if  fair  construc- 
tion isn't  under  way  by  the  end  of  the 
year,  it  could  not  be  ready  for  1992.. 

"We've  made  some  errors,"  con- 
cedes Petkus,  a  44-year-old  native 
Chicagoan.  "We  had  a  product  we 
were  trying  to  sell  that  no  one  wanted 
to  buy."  The  public  simply  has  better 
and  cheaper  sources  of  entertainment 
available  in  Chicago. — J.P. 


Vindication 

Five  years  ago,  when  "universal 
life"  insurance  was  riding  high, 
Northwestern  Mutual  Life  Insurance 
Co.  chose  not  to  offer  it.  Donald  J. 
Schuenke,  57,  Northwestern's  presi- 
dent, took  some  competitive  knocks 
at  the  time  but  now  has  no  reason  tOf 
regret  it. 

"Universal  life  was  sold  competi- 
tively, primarily  on  the  basis  of  its] 
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mputer  and  modem,  terminal  or 
mmunicating  word  processor. 
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investment  returns  when  T  bills  wer 
14%,"  says  Schuenke.  Buyers  wer 
promised  insurance  coverage  and  th 
power  to  raise  or  lower  premium  pay 
ments  at  will — or  even  discontinu 
them  at  need  and  let  the  policy  pay  fo 
itself  a  while.  "It  became  a  gimmicl 
product,"  sums  up  Schuenke.  North 
western,  the  U.S.'  tenth-largest  insur 
ance  company,  has  a  mix-and-matcl 
policy  combining  whole  life,  term  an< 
single-payment  insurance — but  witl 
fixed  returns  and  premiums. 

"It  once  seemed  like  a  good  idea  t< 
trade  in  our  policy  for  a  higher-yield 


Northwestern  Mutual  s  Donald  Schuenkq 
No  gimmicks,  just  11.25%. 
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ing  one,"  Schuenke  admits.'fcut  lately 
that  has  changed.  As  interest  rates) 
drop,  so  do  universal  life  returns 
Schuenke's  real  objection,  though,  isi 
the  adjustable  premiums:  "You  can't 
depend  on  the  stream  of  premium  in- 
come when  planning  investments.  If 
people  could  hold  off  a  mortgage  pay 
ment  in  any  month  when  things  were 
tight,  and  add  it  onto  the  mortgage 
instead,  how  often  would  most  people 
make  mortgage  payments?  You  need 
that  commitment  to  make  regular, 
fixed  payments." 

Then  there's  the  buyer's  view: 
"When  rates  drop,  either  you  pay 
more  to  keep  a  universal  policy  up,  or 
reduce  the  benefits  or  value  of  the 
policy."  His  firm  currently  offers 
yields  of  1 1.25%,  compared  to  a  medi- 
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LISTEN. 
CAN  HEAR 
A  COMPANY 
GROWING. 

The  New  York  Stock  Exchange  has  always  been  a 
place  where  a  small  company  with  big  ideas  had  a 
bright  future. 

Consider  the  small  company  that  listed  on 
the  Exchange  in  1891  hoping  someday  to  put  their 
name,  Procter  and  Gamble,  on  more  than  just 
candles  and  glycerine. 

Or  the  regional  beverage  company  that 
came  to  us  in  1924  with  visions  of  making  their 
brown,  carbonated  drink  called  Coca-Cola® 
number  one. 

And  in  1961,  the  Exchange  listed  a  growing 
company  whose  success  in  copying  other  peoples 
work  has  never  been  duplicated— Xerox. 
Today,  the  NYSE  is  helping  a  lot  of 
young  and  upcoming  companies  come 
-    into  their  own.  In  fact,  1985  was  our 
best  year  yet  in  terms  of  new  arrivals. 
What's  more,  these  newcomers 
arrive  with  an  entrepreneurial  spirit 
■  already  backed  by  solid  earnings. 
Compaq  Computer,  who  just  joined  us,  is 
a  perfect  example.  They're  one  of  the  fastest 
growing  computer  companies  in  the  world. 
Combine  a  newly-listed  company's  potential 
with  the  NYSE's  depth,  liquidity,  visibility,  and 
access  to  millions  of  potential  shareowners,  and  a 
young  upstart  can  grow  up  to  be  a  corporate  giant. 

Of  course,  investors  have  the  chance  to  grow 
and  share  in  the  prosperity,  too. 

If  your  company  would  like  to  grow  up  in 
this  kind  of  nurturing  environment,  talk  to  the 
New  York  Stock  Exchange. 
We're  listening. 


NYSE 

New  York 
Stock  Exchange 


New  Silicon  Valley  innovation:  dollhouses  with  doll  families  of  four. 


Faces 

Behind  the  Figures 


an  10.17%  (dropping  fast)  on  univer- 
sal life,  because  his  steadier  income 
allowed  him  to  lock  in  more  long- 
term,  high-yield  investments.  He  ex- 
pects to  sell  a  lot  of  insurance. — H.S. 


But  is  he  a  Jedi  knight? 

Paramount  Pictures  surely  could 
use  George  Lucas'  mythical  Force 
of  Star  Wars  fame:  The  studio's  movie 
market  share  fell  to  a  dismal  10% 
recently.  So  Paramount  is  getting  Sid- 
ney Ganis,  for  years  chief  peddler  of 
Lucas'  hits.  Ganis,  46,  who  now  be- 
comes marketing  chief  at  Gulf  & 
Western's  Paramount,  prays  it  hit  bot- 
tom last  Christmas  when  both  major 
holiday  releases  bombed.  One,  Young 
Sherlock  Holmes;  a  Steven  Spielberg 
presentation,  had  seemed  particularly 
promising.  But  knowledgeable  ob- 
servers say  it  wasn't  marketed  proper- 
ly— many  Americans  thought  it  was  a 
foreign  film. 

Can  Ganis  do  better?  Consider  his 
campaign  for  Lucas  and  Spielberg's 
Raiders  of  the  Lost  Ark.  "Right  away  you 
had  to  explain  what  an  ark  is.  It  was 
set  in  the  mid- 1930s,  which  made  it  a 
period  piece.  That  can  put  off  your 
primary  audience  of  younger  people. 


John  Hardinn 


Paramount's  Sid  Ganis 


The  "magic"  moves  to  Paramount. 


It  also  starred  Harrison  Ford,  who  un- 
til then  was  not  a  bankable  star.  It  had 
something  to  do  with  Nazis,  which  is 
not  an  automatic  draw.  And  finally 
Spielberg  and  Lucas  were  known 
mainly  for  science  fiction."  In  short, 
Raiders  could  easily  have  been  as  mis- 
understood as  Sherlock  was  to  be.  Gan- 
is' solution:  "We  prepared  for  nine 
months,  but  the  public  didn't  see  any 
of  it  until  two  weeks  before  the  open- 
ing— when  we  landed  it  on  the  cover 
of  Newsweek."  A  full-length  news 
magazine  cover  story  afforded  enough 
room  to  explain  everything  to  movie- 
goers— and  impact  enough  to  touch 
off  a  huge  media  frenzy.  If  Ganis  can 
work  his  magic  again,  perhaps  on 
such  upcoming  releases  as  The  Golden 
Child  with  Eddie  Murphy,  Children  of  a 
Lesser  God  and  Star  Trek  TV,  he  may 
eventually  be  seen  as  a  successor  to 
Paramount  President  Frank  Mancuso, 
who  also  rose  from  the  job  Ganis  now 
holds. — Alex  Ben  Block 


Fleeing  technology 

When  John  Tompane,  27,  left  his 
job  in  1984  at  computer  maker 
Convergent  Technologies,  did  he  put 
together  a  business  plan  for  another 
computer  company?  Not  on  your  life, 
says  Tompane.  "The  opportunities 
there  are  getting  smaller  and  smaller. 
It  would  have  taken  a  minimum  of  $5 
million  to  develop  a  product  and  an- 


other $20  million  to  market  it.  WJ 
found  we  could  be  just  as  innovativi 
in  another  industry." 

Like  the  toy  industry.  Tompane'! 
Palo  Alto,  Calif.  Greybridge  Inc. 
which  debuted  its  line  at  the  Toy  Fair  ii 
New  York  in  February,  is  offering  pre 
schoolers  cloth-covered  foam  alphabe 
blocks,  wooden  construction  blocks 
and  a  quilted  foam  dollhouse,  wit! 
furniture  and  a  doll  family  of  four.  Ii 
preschool  toys,  Tompane  figures  he  hai 
a  growth  market.  According  to  Toy  t 
Hobby  World  figures,  retail  toy  sales  t( 
infants  and  preschoolers  grew  15%  las 
year,  to  $1.6  billion,  on  top  of  a  41°/c 
increase  the  prior  year  when  new  births 
reached  a  15-year  high. 

The  venture  capital  community 
yawned  at  his  idea,  so  Tompane  sole 
his  Mercedes  and  rounded  up  som< 
local  investors.  John  Dakin,  whosf 
San  Francisco-based  R.  Dakin  &.  Co.  ii 
the  world's  largest  supplier  of  stuffec 
toys,  gave  Tompane  a  licensing  agreei 
merit.  Dakin  sits  on  Greybridge'S 
board.  Greybridge's  toys,  priced  frorr 
$8.95  for  a  family  of  four  soft  dolls  tc 
$69.95  for  a  set  of  interlocking  wood^ 
en  blocks,  will  arrive  in  specialty  tojj 
stores  and  better  department  stores  irj 
time  for  Christmas. 

"The  greatest  entrepreneurial  op- 
portunities are  in  existing  indusi 
tries,"  says  Tompane.  "There  is  nO 
technological  risk.  It  all  boils  down  tcj 
execution." — Kathleen  K.  Wiegner 


114 


FORBES,  APRIL  28,  1986 


Come  to  the  top. 


Make  "A AA"  rated  Credit  Suisse 
your  global  banking  partner. 


ir  Credit  Suisse  international  banking 
tner  can  bring  you  a  unique  combi- 
ion  of  resources,  contacts  and  know- 
v  all  backed  by  a  130-year  tradition  of 
nmitment  to  excellence. 
At  Credit  Suisse,  you'll  benefit  from 
global  resources  of  our  entire  group  of 
npanies,  including  Credit  Suisse  First 


Boston  and  a  network  of  over  50  banking 
offices  on  all  five  continents. 

In  fact,  Credit  Suisse  is  one  of  the 
world's  most  highly  capitalized  banks, 
with  "AAA"  long-term  debt  rating,  a  dis- 
tinction assigned  to  only  a  handful  of 
banks  worldwide.  As  well  as  an  A1+/P1 
short-term  rating. 


Whatever  your  global  banking  needs 
may  be,  at  Credit  Suisse  you'll  find  the 
reliability  and  creativity  you'd  expect  from 
an  acknowledged  world  leader  in  finan- 
cial services. 

Credit  Suisse.  We  do  more  to  keep 
you  at  the  top. 


CREDIT  SUISSE 
CS 


Head  office:  8001  Zurich,  Paradeplalz  8   Offices  in  USA:  New  York    Los  Angeles   Atlanta   Chicago   Houston   Miami   San  Francisco 
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The  grand  totals 


Not  only  the  performance  of  the  economy — 
GNP  was  up  5.7%  last  year  before  inflation 
adjustment — but  the  activity  of  merger  mak- 
ers shaped  these  numbers. 


Category 

1985 
totals 

Change 
from  1984 

% 

5-year 
growth  rate 

ales  500 

$2.66  trillion 

+  1.7% 

+  4.0% 

rofits  500 

133  billion 

-4.8 

+  2.3 

issets  500 

5.11  trillion 

+  12.2 

+  10.0 

larket  Value  500 

1.57  trillion 

+  27.9 

+  8.7 

'otal  employment 
1  500s  companies 

21.1  million 

+  0.2 

-1.3 

Once  again,  Wilen 
Manufacturing  Co.  failed  to 
make  the  cut.  Wilen,  a  major 
floor-mop  firm  in  Atlanta, 
boasts  sales  of  $14  million,  against  the 
$1,251  million  it  would  need  to  get  on  The 
Forbes  Sales  500.  But  like  a  lot  of  small- 
business  America  that  never  shows  in 
corporation  lists  like  The  Forbes  500s, 
Wilen  is  doing  very  well.  Employment  is  up 
60%  in  the  past  six  years.  Profits,  though 
depressed  by  perks  typical  of  a  private 
family-owned  business,  were  up  last  year. 
And  the  balance  sheet  is  so  clean  you  could 
eat  off  it. 

Would  that  the  megacorporations  could 
say  as  much.  Employment  at  the  companies 
that  appear  on  one  or  more  of  the  500s — 
Sales,  Profits,  Assets,  Market  Value — is  on  a 
long-term  decline  (see  the  grand  totals,  at 
left).  Profits  were  off  last  year.  Balance  sheets  are 
deteriorating,  for  which  you  can  credit  all 
those  debt-financed  mergers. 

What  did  it  take  to  make  the  500s?  The 
cutoff  for  the  Sales  list,  after  16  years  of 
uninterrupted  increases,  fell  slightly  this 
time,  from  $1,256  million  last  year.  The 
profits  criterion  of  $54.6  million  was  8.2% 
less  demanding  than  last  year's.  Minimum 
assets  were  $2,291  million,  an  increase  of 
9.6% .  Minimum  market  value  of 
outstanding  common  was  $823  million, 
up  31.5%,  which  mirrors  the  rise  in  the 
market.  Our  rules  and  definitions  appear 
on  pages  203  (alphabetical  list)  and  240 
(stock  performance). 

Wilen  may  make  the  grade  yet.  For  43 
years  it  has  prospered  in  specialty  industrial 
mops.  "It's  a  much  more  progressive  type 
of  business  than  anyone  that  hasn't  seen  it 
can  imagine,"  says  President  Joseph 
Wilen.  If  his  firm  can  hang  in  for  another  45 
years  with  its  present  growth  rate — and  if 
it  goes  public — it  will  squeak  onto  the  Sales 
500.  Read  our  April  2031  directory. 
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f  The  Forbes  Sales  500 


Sales  of  the  500  largest  public  firms 
inched  up  1.7%,  to  $2.66  trillion.  Thus, 
net  of  inflation,  they  declined. 


re  meg  amercers  concentrat- 
ing business  power  among  a 
handful  of  big  corporations? 
It  might  seem  that  way  from  the  336 
acquisitions  of  publicly  traded  com- 
panies last  year.  Yet  sales  of  the  500 
largest  companies  increased  only 
1.7%  during  1985— less  than  the 
3.2%  inflation  rate. 

One  reason  for  slow  sales  growth  is  corporate  restructur- 
ing, as  much  in  vogue  as  takeovers.  Last  year  saw  a  lot  of 
unit-management  buyouts,  in  which  a  company  unloads  a 
division  on  its  managers.  Among  such  divestitures  was  the 
largest  ever,  the  $1.7  billion  sale  of  Union  Texas  Petro- 
leum by  Allied  Corp.,  now  Allied-Signal. 

The  other  big  reason  for  slack  sales  was  commodity 
deflation.  That  cut  sales  at  oil  companies,  which  have  a 
disproportionate  weighting  on  the  Sales  500  list.  Of  the 
156  companies  showing  lower  sales,  35  were  in  energy  or 
energy-related  areas. 
A  leveraged  buyout  of  its  four  merchandising  operations 


Change 

over 

Rank 

Sales 

1984 

1985 

1984 

Company 

($mil) 

% 

1 

2 

General  Motors 

96,372 

14.9 

2 

1 

Exxon 

86,673 

-4.6 

3 

3 

Mobil 

55,960 

-0.2 

4 

4 

Ford  Motor 

52,774 

0.8 

5 

6 

IBM 

50,056 

9.0 

led  Household  International  to  i 
59%  revenue  decrease.  Gulf  &.  West 
era  Industries  sold  its  consumer  ant) 
industrial  products  group  to  Wicke! 
Cos.  and  posted  a  40%  sales  decline| 
Financially  strapped  Armco,  witj 
sales  off  18%,  sold  its  aerospace  and 
strategic  materials  group. 
On  the  plus  side,  200  of  the  top 
sales  companies  registered  revenue  increases  of  7%  d 
more,  meaning  their  sales  grew  at  more  than  double  th< 
rate  of  the  Consumer  Price  Index.  Chevron,  which  ac 
quired  Gulf  Oil,  reported  a  56%  increase.  With  $13.<j 
billion  in  revenues  in  1985,  Boeing  reported  a  32%  in| 
crease  in  sales. 

The  Forbes  rules  on  sales:  For  nonfinancial  companiei 
the  figure  includes  net  sales  and  other  operating  revenue! 
For  financial  companies,  sales  include  operating  income 
and  other  income.  For  oil,  liquor  and  tobacco  companies! 
sales  exclude  excise  taxes.  Unconsolidated  subsidiaries  axi 
included  if  significant.  ITT's  Hartford  Insurance  is  one 


Winners 

The  readers  in  sales  growth 

Rank 
1985  1984 

Company 

Sales 
($mil) 

Change 
over 
1984 

°/o 

414  s 

Triangle  Industries 

1,646 

465.9 

436  ■ 

ICH 

1,515 

154.5 

411  ■ 

First  Union 

1,660 

100.5 

438  ■ 

Ames  Department  Stores 

1,513 

84.0 

297  475 

Limited 

2,387 

77.7 

■  Not  on  500  list  in  1984 

Losers 

The  laggards  in  sales  growth 

Rank 

1985 

1984 

Company 

Sales 
i$mii; 

Cha 
ov 
191 

0 

210 

64 

Household  Intl 

3,383 

-i 

444 

217 

Charter 

1,485 

-5. 

211 

115 

Gulf  &  Western  Inds 

3,371 

-y 

342 

232 

Kaiser  Aluminum 

2,029 

-3i 

327 

250 

Tesoro  Petroleum 

2,118 

-2 

118 


The  Forbes  Sales  500 
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Rank 
1985  • 1984 

C  ompan  v 

Change 
over 
Sales  1984 
(Smil)  % 

Rank 
1985  1984 

Company 

Change 
over 
Sales  1984 
l$mil)  % 

3 

Texaco 

46,297 

-2.2 

61 

63 

American  Info  Tech 

9,021 

8.1 

116 

128 

Security  Pacific 

5,537 

7.8 

12 

f~np  vrnn 
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55.8 

62 

57 

Union  Carbide 

9,003 

-5.3 

117 

112 

Consolidated  Edison 
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-4.0 
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Texas  Eastern 
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0 

L  ' 

Ampriran  Tpl  &  Tpl 
r\  11 1 1.  1 1 V.  it  1 1    i  CI         1  CI 

i  a  oin 

o4,y  iu 

C  T 
3.2 

04 

lu 

Dayton-Hudson 

8,793 

9.8 

119 

117 

Motorola 

5,443 

-1.7 

Q 

0 

FT  rln  Pnnr 
Lji  uii  ruin 

ly ,16y 

—  18.3 

iCC 

oU 

Burlington  Northern 

8,651 

-5.5 

120 

131 

First  Interstate 

5,235 

5.4 

1  I 
1 1 

General  Electric 

28,285 

1.2 

66 

92 

Wal-Mart  Stores 

8,581 

31.6 

121 

116 

Weyerhaeuser 

5,206 

-6.2 

1  n 

Pninrna^alnmnn 
rillUIUijalOlllUMl 

27,896 

-3.5 

67 

74 

Pacific  Telesis 

8,499 

8.6 

122 

86 

WR  Grace 

5,193 

-22.8 

13 
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— U.  1 
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1 6 

8,431 

7.7 

123 

136  Southern  Calif  Edison 

5,169 

5.5 
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0  0 

y.o 

0v 

Ob 

Mfrs  Hanover 

8,385 

0.8 

124 

109 

Alcoa 

5,163 

-10.2 

15 

K  mart 
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22,42U 

C  0 
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7A 

/U 

QA 
84 

LTV 

8,199 

16.4 

125 

152 

Pillsbury 

5, 146 

1 7.0 

1  A 

Atlantic  Richfield 

21,723 

-8.6 

71 

72 

General  Dynamics 

8,164 

4.1 

126 

160Supermarkets  General 

5,123 

17.9 

19 
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78 

Sara  Lee 

8,080 

6.8 

127 
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Bethlehem  Steel 
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-5.1 
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ITT 

1 0  on  1 
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75 
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PepsiCo 
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Southwestern  Bell 

7,925 
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130 

140 

Pacific  Lighting 

5,083 

6.3 

21 

United  States  Steel 

18,429 

0.8 

76 

81 

Coca-Cola 

7,904 

7.3 

131 

142 

May  Dept  Stores 

5,080 

6.7 

Zo 

Kroger 

17,124 

7.5 

77 

76 

Minn  iWiii in  14  &  Mi'y 

7,846 

1.8 

132 

144 

Albertson's 

5,060 

6.9 

Cigna 

10,  iy  / 
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70 
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67 
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Phillips  Petroleum 
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7C 

ID 

Union  Pacific 

7,798 

0.1 

135 
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Commonwealth  Ed 

4,964 

0.7 

27 

Tenneco 

15,270 

2.6 

81 

66 

Amerada  Hess 

7,653 

-7.5 

136 

1 10 

Texas  Instruments 

4,925 

-14.2 

22 

United  Technologies 

1 4,992 

-8.2 

82 

94 

Super  Valu  Stores 

7,538 

17.5 

137 

161 

Lincoln  National 

4,907 

12.9 

32 

Travelers 
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14,:>y4 
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71 

CSX 

7,320 

—7.7 

1  38 

132 

American  Electric 
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-2.1 

24  Occidental  Petroleum 
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Eastern  Air  Lines 
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American  Stores 
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Fleming  Cos 

7,095 

28.7 

141 
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Halliburton 

4,781 

-11.9 

30 

Sun  Company 

13,769 

-4.8 

87 

98 
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142 
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Teledyne 

4,717 

— 6.U 

45 

Boeing 

13,636 

31.7 

89 

101 

>3UUII1CI11  V^UliipoIl  j 

6,814 

1 1  ^ 

144 

150 

Borden 

4,716 

3.2 

50 

R)  Reynolds  Inds 

13,533 

36.5 

90 

87 

iTlUlladllLU 

6,747 

0.8 

145 

137 

Bankers  Trust  NY 

4,699 

-2.8 

31 

BankAmerica 

13,390 

-7.0 

91 

90 

Caterpillar  Tractor 

6,725 

2.3 

146 

156 

Delta  Air  Lines 

4,690 

5.2 

37 

Standard  Oil 

13,002 

11.2 

92 

88 

Georgia*Pacif  ic 

6,716 

0.5 

147 

154 

American  Home 

4,685 

4.4 

38 

Southland 

1  2,383 

O.l 

V  5 

117 

11/ 

a  7nn 
0,  /uu 

3fl  1 
OU.  1 

163 

Emerson  Electric 

4,ortl  f 

O.6 

48 

Philip  Morris  Cos 

1 2, 1 49 

19.8 

94 

102 

Honeywell 

tL  in  c 

O  1 

y.  1 

149 

138 

CBS 

/l  |C77 
4,0  /  / 

—6.1 

40 

Beatrice 

1  o  r\A 
12,U4o 

C  A 

0.4 

73 

107 
lu/ 

(  r(J  |»  A  Vj  p  Tpa 
VJlCaL  rtOti  XCa 

0,0 1 D 

IOC 

1  £n 

13U 

146 

Litton  Industries 

4, 30o 

1  fi 
—  1 .0 

35 

American  Express 

11,850 

-8.1 

96 

91 

(P  Morgan 

6,575 

0.2 

151 

174 

MidCon 

4,545 

8.6 

55 

Rockwell  Intl 

11,741 

21.6 

97 

95 

H  p  iv  1  (» ( 1  -  P  'i  r  It  'i  Tti 
nc wicii  rdi-ivdiu 

6,571 

4.4 

152 

134 

Colgate-Palmolive 

4,524 

-7.9 

41 

Dow  Chemical 

1 1,537 

1.0 

98 

89 

jdiiid  rc  lMjuuiliii 

0,4jh 

1  A 
—0.4 

164 

RH  Macy 

4,506 

A  O 

4.y 

39 

Xerox 

1 1,526 

—0.7 

99 

100 

Inhncnn  Hi  Inhncnn 

£  /IT  1 

0,421 

il  Q 

4.0 

134 

145 

International  Paper 

a  cm 
4,3U2 

A  C 

—4.3 

54 

McDonnell  Douglas 

1 1,478 

18.8 

100 

105 

IV d y  lllcull 

ic  ii  no 
o,4L)y 

IC  0 

o.y 

173 

Bristol-Myers 

4,444 

iC  1 

0.1 

42 

Unocal 

10,738 

-0.9 

101 

85 

T  T  A  I 
UAL 

6,383 

-8.4 

156 

1  14 

General  Mills 

4,411 

5.4 

46 

Westinghouse 

10,700 

4.2 

102 

124 

AMR 

6,131 

14.5 

157 

185 

Martin  Marietta 

4,410 

12.5 

56 

BellSouth 

10,664 

12.0 

103 

111 

PW  Wnnlwnrth 
r  vt  w  uui  wui  111 

o,yoo 

^  0 
o.y 

1  Cfi 

138 

171 

Fluor 

a  a  1  n 
4,41U 

A  7 

4.  / 

44 

Eastman  Kodak 

10,631 

0.3 

104 

103 

TRW 

C  O  1  7 

o,y  1  / 

—2.4 

1  CO 

13V 

172 

Public  Service  E&G 

4,409 

3. 1 

61 

Fedl  Natl  Mortgage 

10,342 

13.9 

105 

143 

;*1LI\  t>Mlll 

c  OT7 
3,82/ 

16.U 

160 

168 

IC  Industries 

4,405 

A  J 
4.0 

58 

Nynex 

10,314 

8.5 

106 

165 

American  Intl  Group 

5,782 

35.1 

161 

162 

North  Amer  Philips 

4,395 

1.6 

80 

InterNorth 

10,253 

36.5 

107 

129 

Pnatnninti  Intl 
V^lldlllUlUll  lllll 

5,770 

12.7 

162 

176  Associated  Dry  Goods 

4,385 

6.8 

53  Federated  Dept  Stores 

9,978 

3.2 

108 

122 

5,736 

6.8 

163 

153 

First  Chicago 

4,370 

-3.4 

52 

Dart  &  Kraft 

9,942 

1.9 

109 

228 

Tpvtrnn 

5,721 

77.6 

164 

183 

FPL  Group 

4,349 

10.4 

51 

Chase  Manhattan 

9,733 

-1.5 

110 

123 

American  General 

5,677 

5.9 

165 

167 

PPG  Industries 

4,346 

2.4 

47 

Goodyear 

9,585 

-6.4 

111 

108 

Chemical  New  York 

5,651 

-3.5 

166 

179 

NCR 

4,317 

6.0 

68 

Lockheed 

9,535 

17.5 

112 

141 

ConAgra 

5,631 

17.9 

167 

206 

Marriott 

4,242 

20.3 

59 

Lucky  Stores 

9,382 

1.6 

113 

126 

Ralston  Purina 

5,617 

7.4 

168 

178 

HI  Heinz 

4,224 

3.3 

43 

Allied-Signal 

9,115 

-15.1 

114 

125 

American  Brands 

5,616 

5.3 

169 

158 

CPC  International 

4,210 

-3.7 

69 

Bell  Atlantic 

9,084 

12.3 

115 

120 

Transamerica 

5,590 

3.5 

170 

190 

Campbell  Soup 

4,185 

9.2 

t  on  500  list. 
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YOUR  DAD'S  WATCI 


You  remember  it. 

It  was  a  fine  gold  Swiss 
watch,  with  a  strap  that  got  even 
better  with  age,  and  it  was  as 
much  a  part  of  him  as  anything 
else. 

Not  only  was  it  a  reliable 
timepiece,  it  fit  perfectly  his  idea 
of  what  a  man's  watch  should 
look  like. 

Concord,  Swiss  watch 
makers  for  over  seventy-  five 
years,  has  taken  his  classic  gold 
strap  watch  a  step  further. 

Your  father  would  be 
relieved  to  know  that  Concord 
has  not  tampered  with  the 
traditional  emphasis  on  solid 
14  karat  gold;  with  the  straight- 
forward dial;  the  strict,  circular 


A  vintage  1950  Concord  Watch,  lizard  strap  and  all,  and  still  running  like  a  charm. 


>NE  GENERATION  LATER. 


;  the  fine  reptile  skin  strap; 
ith  the  reliable  Swiss 
ssmanship. 

But  he  wouldn't  be  anything 
pleased  to  learn  that 
cord's  watches  are  now  much 
mer;  more  accurate  (to 
dn  60  seconds  a  year);  and 
ir  resistant  (  up  to  100  feet 
w  sea  level). 

He  would  also  be  pleased  to 
v  that  they  have  quartz 
ements  that  never  need 
iing  and  sapphire  crystals 
;h  are  virtually  scratch  proof. 
If  these  classic  wristwatches, 
meed  by  Concord  technology, 
se  you  as  much  as  their 
lecessors  pleased  your  father, 
should  come  as  no  surprise, 
r  all,  like  father. . . 


The  sculptural  case  design  reflects  Concords  pioneering  technology  of  thinness. 


CONCORD. 

For  brochure  send  $3  to  Concord, 
Dept.  FB,  650  Fifth  Ave.,  N.Y.,  NY.  10019. 


The  Forbes  Sales  500 


Rank 

1985    1984  Company 

Change 
over 
Sales  1984 
(Smill  % 

Rank 

1985     1984  Company 

Change 
over 
Sales  1984 
(Smil)  % 

Rank 
1985  1984 

Company 

Cha 
0 

Sales  1 
(Smil) 

171 

184 

Texas  Utilities 

4,170 

6.1 

226 

234 

Middle  South  Utiis 

3,238 

2.9 

281 

304 

USG 

2,526 

172 

170 

American  Can 

4,165 

-1.2 

227 

241 

Mellon  Bank 

3,222 

5.2 

282 

269 

Norwest 

2,516  - 

173 

210 

Hospital  Corp 

4,152 

18.7 

228 

215 

BF  Goodrich 

3,201 

-6.9 

283 

298 

First  Bank  System 

2,510 

174 

181 

Allied  Stores 

4,135 

3.1 

229 

233 

Warner-Lambert 

3,200 

1.1 

284 

2T1 

Interco 

2,509  - 

175 

189 

Dresser  Industries 

4,132 

7.6 

230 

252 

United  Telecom 

3,198 

12.0 

285 

276 

Sonat 

2,498  - 

176 

155 

Diamond  Shamrock 

4,102 

-8.5 

231 

263 

Greyhound 

3,171 

15.0 

286 

235 

Avon  Products 

2,470  -2 

177 

199 

Kimberly-Clark 

4,073 

12.6 

232 

216 

Williams  Cos 

3,140 

-7.4 

287 

274 

Marine  Midland 

2,456  - 

178 

175 

Houston  Industries 

4,062 

-2.9 

233 

258 

EF  Hutton  Group 

5,1.39 

12.6 

288 

342 

First  Boston 

2,452  3 

179 

149 

Columbia  Gas 

4,053 

-11.8 

234 

262 

Tandy 

3,126 

13.9 

289 

290 

Wang  Laboratories 

2  428 

180 

169 

American  Motors 

4,040 

-4.2 

235 

224 

United  Brands 

3,085 

-5.0 

290 

280 

Singer 

2,416  - 

181 

231 

Zayre 

4,036 

29.2 

236 

339 

Cooper  Industries 

3,067 

51.1 

291 

322 

American  Petrofina 

2,409  1 

182 

188 

Pfizer 

4,025 

4.4 

237 

239 

Crown  Zellerbach 

3,062 

-1.0 

292 

242 

Combustion  Eng 

2,408  A 

183 

166 

Deere 

3,999 

-6.5 

238 

253 

Scott  Paper 

3,050 

7.1 

293 

295 

Amfac 

2,405 

184 

191 

Carter  Hawley  Hale 

3,978 

6.8 

239 

2  73 

Grumman 

3,049 

17.1 

294 

310 

Gillette 

2,400 

185 

211 

Alco  Standard 

3,942 

12.7 

240 

221 

Celanese 

3,046 

-8.5 

295 

331 

American  Medical 

2,396 

186 

207 

Norfolk  Southern 

3,825 

8.5 

241 

267 

HF  Ahmanson 

3,029 

11.8 

296 

337 

Chubb 

2,394 

187 

182 

Firestone 

3,794 

-4.3 

242 

265 

GenCorp 

3,021 

10.8 

297 

475 

Limited 

2,387  ; 

188 

200 

Dana 

3,754 

5.0 

243 

247 

Philadelphia  Electric 

3,014 

1.1 

298 

302 

Lear  Siegler 

2,358 

189 

192 

Boise  Cascade 

3,737 

-2.1 

244 

222 

Inland  Steel 

2,999 

-9.8 

299 

377 

Baxter  Travenol  Labs 

2,355  ; 

190 

151 

Armco 

3,733 

-17.8 

245 

260 

Times  Mirror 

2,947 

6.3 

300 

■ 

Bear  Stearns  Cos 

2,335 

191 

198 

Transco  Energy 

3,733 

2.4 

246 

275 

Kellogg 

2,930 

12.6 

301 

402 

Federal  Express 

2,321  ; 

192 

197 

Trans  World  Airlines 

3,725 

1.9 

247 

229 

American  Standard 

2,912 

-9.4 

302 

317 

Harris  Corp 

2,307 

193 

204 

Owens-Illinois 

3,696 

4.3 

248 

287 

Ryder  System 

2,905 

16.9 

303 

343 

Humana 

2,280 

194 

219 

McDonald's 

3,695 

9.8 

249 

391 

First  Executive 

2,899 

65.2 

304 

307 

Genuine  Parts 

2,279  - 

195 

225 

Stop  &  Shop  Cos 

3,689 

13.6 

250 

268 

Duke  Power 

2,899 

7.0 

305 

333 

CalFed 

2,276 

196 

209 

Eaton 

3,675 

4.7 

251 

230 

Panhandle  Eastern 

2,889 

-10.1 

306 

283 

Engelhard 

2,264  - 

197 

201 

Merck 

3,548 

-0.4 

252 

308 

Kemper 

2,882 

25.2 

307 

309 

Jim  Walter 

2,256  - 

198 

187 

American  Cyanamid 

3,536 

-8.3 

253 

177 

Continental  Illinois 

2,880 

-26.8 

308 

328 

Giant  Food 

2.247 

199 

212 

Quaker  Oats 

3,517 

0.6 

254 

286 

Sysco 

2,877 

15.5 

309 

299 

Pennzoil 

2,239  - 

200 

196 

Pan  Am 

3,484 

-5.4 

255 

264 

General  Public  Utils 

2,870 

4.9 

310 

340 

Warner  Commun 

2,235 

201 

236 

Whirlpool 

1474 

;o  i 

256 

314 

Staley  Continental 

2,854 

29.2 

311 

311 

Best  Products 

2,235  - 

202 

202 

Navistar  IntI 

3,457 

-2.6 

257 

243 

Burlington  Inds 

2,832 

-7.1 

312 

349 

Gannett 

2,209 

203 

255 

USF&G 

3,442 

28.2 

258 

245 

Wickes  Cos 

2,806 

-7.4 

313 

421 

MCorp 

2,206 

204 

227 

Bank  of  Boston 

.,436 

6.5 

259 

285 

Detroit  Edison 

2,788 

11.6 

314 

318 

Murphy  Oil 

2,198 

205 

193 

Reynolds  Metals 

3,416 

-8.4 

260 

294 

Dun  &  Bradstreet 

2,772 

15.6 

315 

329 

Sherwin-Williams 

2,195 

206 

113 

National  Intergroup 

3,412 

28.4 

261 

313 

National  Medical 

2,744 

22.3 

316 

296 

InterFirst 

2,179  - 

207 

251 

Gt  Western  Financial 

3,404 

18.7 

262 

266 

Mead 

2,740 

0.7 

317 

319 

Ethyl 

2,168 

208 

240 

Time  Inc 

3,404 

11.0 

263 

272 

Dominion  Resources 

2,712 

4.1 

318 

368 

Safeco 

2,165 

209 

203 

Enserch 

3,391 

-4.3 

264 

261  Central  &  South  West 

2,711 

-2.0 

319 

305 

Kidde 

2,165  - 

210 

64 

Household  Intl 

3,383 

-59.4 

265 

378 

Bergen  Brunswig 

2,703 

50.2 

320 

392 

Capital  Holding 

2,163  . 

211 

115 

Gulf  &  Western  Inds 

3,371 

-39.8 

266 

364 

Chesebrough-Pond's 

2,699 

45.3 

321 

345 

Transworld 

2,152 

212 

218 

Wells  Fargo 

5,362 

-0.3 

267 

259 

Niagara  Mohawk 

2,695 

-3.3 

322 

409 

Turner 

2,149  ! 

213 

238 

Abbott  Laboratories 

3,360 

8.3 

268 

297 

St  Paul  Cos 

2,672 

13.2 

323 

301 

Cummins  Engine 

2,146  - 

214 

■ 

Fireman's  Fund 

3,350 

1.9 

269 

306 

Valero  Energy 

2,662 

15.3 

324 

291 

Nicor 

2,129  - 

215 

223  Finl  Corp  of  America 

3,345 

2.0 

270 

289 

NWA 

2,655 

8.6 

325 

369 

General  Re 

2,123 

216 

205 

Kerr-McGee 

3,345 

-5.5 

271 

288 

Ingersoll-Rand 

2,637 

6.4 

326 

341 

Morrison-Knudsen 

2,122 

217 

186 

Borg-Warner 

3,330 

-15.0 

272 

277 

Hercules 

2  S87 

0.6 

327 

250 

Tesoro  Petroleum 

2,118  1 

218 

248 

Wetterau 

3,329 

11.7 

273 

257 

Fruehauf 

2,564 

-8.0 

328 

469 

Price  Co 

2,107  1 

219 

246 

Owens-Corning 

3,305 

9.4 

274 

279 

James  River  Corp  Va 

2,558 

14 

329 

437 

Johnson  Controls 

2,105 

220 

226 

Consumers  Power 

3,298 

19 

275 

303 

Continental  Telecom 

2,557 

10.3 

330 

315 

RepublicBank 

2,104  - 

221 

208 

Consoi  Natural  Gas 

3,282 

-6.7 

276 

256 

Jack  Eckerd 

2,556 

7 

331 

416 

MCA 

2,099  : 

222 

237 

Eli  Lilly 

3,271 

5  2 

277 

300 

Revco  DS 

2,546 

9  2 

332 

384 

Walt  Disney 

2,093 

223 

254 

Walgreen 

3,265 

14.7 

278 

350 

MCI 

2,542 

29.8 

333 

327 

Northeast  Utilities 

2,081  - 

224 

220 

FMC 

3,261 

-2.3 

279 

278 

Penn  Central 

2,527 

-1.6 

334 

410 

Lowe's  Cos 

2,073  ; 

225 

249  SmithKline  Beckman 

3,257 

10.4 

280 

415 

Service  Merchandise 

2,526 

52.5 

335 

325 

Mack  Trucks 

2,063  - 

■  Not  on  500  list  in  1984    NA.  not  available. 
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DRIVER  COCKPIT 

This  is  where  you  perform, 
accompanied  by  an  advanced 
technology  concert  sound  system. 
Optional  glove-soft  leather  is  the 
ultimate  touch. 


PERFORMANCE* 

STANDING  START 

0-50  

■  •  5.27  sec. 

0-60  

■    7.33  sec. 

1/4  mile  ■  •  • 

■  •  15.60  sec. 

BRA 

K 

I      N  G 

60-0  

■  •  3.15  sec. 

Distance  •  ■ 

•  ■  122.73  ft. 

1  0-60-0-  •  ■  • 

•  •  10.48  sec. 

1  LATERAL 

ACCELERATION 

1  150  ft.  radius 

■  ■  0.875  g 

lll'lC 

'•lllHJtcHfi 

• 

iii 

1 

BMW 

UMiKElMil 

(gBIJtMMflJJltliil 

The  Forbes  Sales  500 

Change 

Change 



CI 

over 

over 

Rank 

Sales 

1984 

Rank 

Sales 

1984 

Rank 

Sales 

1985 

1984 

Company 

($mil) 

% 

1985 

1984  Company 

($mil) 

% 

1985 

1984 

Company 

($mil) 

336 

284 

Beneficial  Corp 

2,059 

14.1 

391 

418 

Ohio  Edison 

1,755 

7.2 

446 

462 

Longs  Drug  Stores 

1,481 

337 

324 

Allegheny  Intl 

2,057 

-2.8 

i<>2 

358 

Apple  Computer 

1  ~TCA 

7  £. 
— /.O 

447 

423 

Crown  Central  Pet 

1,473 

338 

335 

Rohm  &  Haas 

2,051 

0.5 

393 

371 

Sterling  Drug 

1  7C/1 

1,  /54 

— 4.U 

448 

434 

Witco 

1,449 

339 

360 

Squibb 

2  042 

8.3 

394 

■ 

First  Wachovia 

1,753 

6.5 

449 

435  New  England  Electric 

1,444 

340 

373 

RR  Donnelley 

2,038 

12.3 

395 

332 

Olin 

1,751 

-15.2 

450 

A  A  1 

44,3 

Wisconsin  Electric 

1,441 

341 

348 

Long  Island  Lighting 

2,034 

o.U 

396 

412 

Black  &  Decker 

1    7C  1 

A  A 

4.4 

451 

488 

Dover 

1,440 

342 

232 

Kaiser  Aluminum 

2,029 

— oo.d 

397 

376 

Public  Service  Colo 

1  ~TA~7 

1,  /4/ 

— o.U 

452 

473 

Leaseway  Transport 

1,430 

343 

320 

Irving  Bank 

Z,uZo 

— D.O 

398 

422 

San  Diego  G&E 

1  71Q 

i,  /  oy 

7  1 

453 

481 

Thrifty  Corp 

1,426 

344 

450 

Circle  K 

2  020 

25.8 

399 

430 

Republic  Airlines 

1,734 

12.1 

454 

NL  Industries 

1,423 

345 

■ 

Home  Group 

2,019 

-4.9 

400 

■ 

Castle  &  Cook 

1,733 

0.4 

455 

45o 

p„..i  j 
(.lould 

1,420 

346 

316 

Upjohn 

i  n  1  7 
Z,U1  f 

7  Q 

401 

414 

Knight-Ridder 

1  7  2H 

1,  /  ou 

1  o 

o.y 

456 

448 

Tektronix 

1,420 

347 

429 

Paine  Webber  Group 

Z,U1U 

10  7 

zy.  / 

402 

457 

PSFS 

1  71 Q 

i,  /  zy 

Lo.  1 

457 

476 

Super  Food  Services 

1,408 

348 

359 

Hershey  Foods 

i,yyo 

c  c 

D.D 

403 

■ 

Bank  of  New  England 

i  7 1  n 
I,  /  IK) 

o.L 

458 

432 

Brown  Group 

1,406 

349 

382 

PacifiCorp 

1,983 

11.0 

404 

383 

Westvaco 

1,709 

-4.1 

459 

J  7T 

OIL 

Koppers 

1,400  - 

350 

428 

Pennsylvania  P&L 

1,977 

26.5 

405 

■ 

|P  Stevens 

1,706 

-14.4 

460 

A  AO 

44y 

Cincinnati  G&E 

1,397 

351 

408 

Toys  "R"  Us 

1  07*C 
1,7 /O 

16.  1 

406 

447 

Beverly  Enterprises 

1  (CO  1 

1  O  1 

iy.  i 

461 

353 

Cabot 

1,395  - 

352 

352 

National  Distillers 

1  GA£ 

1  C 
1  .D 

407 

394  Corning  Glass  Works 

O  A 
— Z.4 

462 

■ 

New  York  Times 

1,394 

353 

355 

White  Consolidated 

1,740 

1  1 

408 

459 

Provident  Life  &  Acc 

l  ,  O  o  o 

ZI.7 

463 

Payless  Cashways 

1,388 

354 

464 

Texas  Air 

1  944 

41.7 

409 

427 

Armstrong  World 

1  679 

7.0 

464 

'fyj 

Cyclops 

1,386 

355 

380 

Tribune 

1,938 

8.0 

410 

401 

Anderson,  Clayton 

1,666 

-2.9 

465 

a  r\A 

Avnet 

1,385  - 

356 

330 

Texas  Commerce 

1  QIC 

—0.4 

411 

■ 

First  Union 

1  ,oou 

1 UU.  j 

466 

■ 

Golden  West  Finl 

1,378 

357 

362  Gt  Northern  Nekoosa 

1  QIC 
1,70  D 

0.0 

412 

■ 

Subaru  of  America 

I,0D4 

1~7  7 

Of.! 

467 

■ 

Citizens  &  So  Ga 

1,376 

358 

366 

Carolina  Power  &  Lt 

1  QIC 
i,70D 

A  1 

413 

472 

Florida  Progress 

1 

1  ,COo 

zz.o 

468 

■ 

Centex 

1,376 

359 

361 

Schering-Plough 

1,927 

2.8 

414 

■ 

Triangle  Industries 

1,646 

465.9 

469 

■ 

Marsh  &  McLennan 

1,368 

360 

389 

Libbey-Owens-Ford 

1,922 

9.5 

415 

375 

AMP 

1,636 

-9.8 

470 

a  in 
4ZU 

Intel 

1,365  - 

361 

399 

United  States  Shoe 

1  Qlfl 

i,yzu 

1  1  Q 

416 

388 

Sea-Land 

l,Oo4 

7  i 
—  f.  1 

471 

413 

Pacific  Resources 

1,364  - 

362 

346 

No  Indiana  Pub  Svc 

i  ono 
i,yuy 

— 4.0 

417 

441 

George  A  Hormel 

l,OZu 

11.4 

472 

477 

Fort  Howard  Paper 

1,363 

363 

338 

Mapco 

1  QDQ 

— 0. 1 

418 

484 

Waste  Management 

l,OZD 

Zo.o 

473 

■ 

Torchmark 

1,362 

364 

367 

Baker  International 

1  898 

2.7 

419 

400 

Zenith  Electronics 

1  624 

-5.4 

474 

A  QO 

Combined  Intl 

1,360 

365 

312 

Paccar 

1,893 

-15.8 

420 

405 

Peoples  Energy 

1,617 

-5.3 

475 

A  If-. 

Kansas  Power  &  Lt 

1,354 

366 

351 

Morton  Thiokol 

1  ,evoo 

2  i 

—o.o 

421 

370 

Natl  Semiconductor 

l,oUo 

117 

476 

466 

Square  D 

1,348 

367 

417 

NCNB 

1    Q  Q  A 

1  A  £ 

14. o 

422 

492 

Dillard  Dept  Stores 

i  /cn  i 

1  C  A 

lo  A 

477 

■ 

Entex 

1,341  • 

368 

407 

Consol  Freightways 

l,ooZ 

i  c\  a 
1U.4 

423 

426 

Bank  of  New  York 

1  CCiA 

1 . 1 

478 

398 

National  Gypsum 

1,340  - 

369 

374 

Manville 

1,880 

3.6 

424 

452 

Union  Electric 

1,592 

12.7 

470 

■ 

Saga 

1,340 

370 

406 

Mercantile  Stores 

1,880 

10.1 

425 

440 

Roadway  Services 

1,580 

8.1 

480 

463 

Centel 

1,326  - 

371 

281 

IU  International 

1,0/(5 

—ZD.O 

426 

363 

Colt  Industries 

1  £  70 

ICC 

—  1  J. J 

481 

483 

Eastern  Gas  &  Fuel 

1,325 

372 

365 

Hammermill  Paper 

1   Q  77 

I/O  /  / 

1  1 
l.Z 

427 

470 

Barnett  Banks  Fla 

1   C  7/1 

1,5  /4 

ICO 

la. y 

482 

■ 

Nash  Finch 

1,323 

373 

334 

Primark 

1   O  70 

1,8/2 

Q  1 
— O.O 

428 

434 

Rite  Aid 

1   C  A  1 

1U.U 

483 

■ 

Potomac  Electric 

1,316 

374 

390 

Air  Prods  &  Chems 

1  870 

6.6 

429 

439 

Brunswick 

1  539 

4.8 

484 

■ 

Intl  Multifoods 

1,314 

375 

347 

Union  Camp 

1,866 

-5.5 

430 

424 

Intl  Minerals 

1,535 

-4.3 

485 

■ 

Perkin-Elmer 

1,310 

376 

438 

Food  Lion 

1,866 

zo.y 

431 

460 

Yellow  Freight 

1,530 

10.9 

486 

■ 

Western  Air  Lines 

1,307  1 

377 

43] 

Gulf  States  Utilities 

1,858 

20. 1 

432 

490 

Piedmont  Aviation 

1,527 

19.0 

487 

494 

So  New  England  Tel 

1,304 

378 

39S 

Pitney  Bowes 

1,832 

5.8 

433 

453 

Parker-Hannifin 

1,520 

8. 1 

488 

■ 

National  City 

1,302  ; 

379 

396 

Allegheny  Power 

1  831 

6.3 

434 

■ 

CBI  Industries 

1  516 

57.9 

489 

■ 

Carson  Pirie  Scott 

1,302  1 

380 

■ 

SunTrusj  Banks 

1,819 

8.0 

435 

461 

NBD  Bancorp 

1,515 

10.0 

490 

■ 

Nordstrom 

1,302  2 

381 

387 

Holiday  Corp 

1,804 

2.5 

436 

■ 

ICH 

1,515 

154.5 

491 

496 

Polaroid 

1,295 

382 

381 

General  Signal 

1,801 

0.8 

437 

356 

Tosco 

1,513 

-20.3 

492 

486 

Bally  Manufacturing 

1,295  - 

383 

433 

PNC  Financial 

1,790 

19.4 

438 

■ 

Ames  Dept  Stores 

1,513 

84.0 

493 

■ 

Sundstrand 

1,284  2 

384 

293 

AMAX 

1  789 

-25  4 

439 

487 

GlenFed 

1  509 

15  7 

494 

■ 

Student  Loan 

1,283 

385 

385 

No  States  Power 

1,789 

0.7 

440 

444 

Monfort  of  Colorado 

1,499 

4.8 

495 

■ 

Adolph  Coors 

1,281  1 

386 

356 

First  City  Bancorp 

1,784 

-6.1 

441 

45.3 

McGraw-Hill 

1,491 

6.4 

496 

■ 

Harsco 

1,261  1 

387 

379 

Emhart 

I  775 

-1.1 

442 

463 

Crown  Cork  &  Seal 

1,487 

8.6 

497 

■ 

Louisiana-Pacific 

1,261 

388 

419 

USAir  Group 

1,765 

8.3 

443 

411 

Wilson  Foods 

1,487 

-11.8 

498 

■ 

Hughes  Tool 

1,260 

389 

403 

Waldbaum 

1,764 

3.0 

444 

217 

Charter 

1,485 

-55.0 

499 

■ 

Cleveland  Electric 

1,254 

J90 

386 

Baltimore  G&E 

1,755 

-0.4 

445 

■ 

VF 

1,481 

26.9 

500 

498 

Pittston 

1,251  - 

■  Not  on  500  list  in  1984. 
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The  Mass  Mutual 
Challenge. 

fhen  other  companies  talk  about  cost  containment,  we're  out  to  ace  them. 


day,  the  toughest  game  in  town  is  controlling  soaring 
alth  care  costs  without  sacrificing  quality  benefits.  We're 
iss  Mutual,  and  we  challenge  any  health  insurance  com- 
ny  to  do  a  better  job  of  helping  you  take  control. 
Our  unique  approach  features  programs  that  target  and 
;n  control  specific  expense  dilemmas.  While  our  competi- 
s  distribute  mountains  of  reports  to  their  clients,  we  com- 
le  our  sophisticated  computer-prepared  reports  with 
vanced  analysis  and  personalized  consulting  services. 
In  our  comprehensive  analysis  program,  a  team  of  Mass 
itual  experts  is  assigned  to  each  case.  This  team  includes 
Medical  Economist,  Health  Care  Administrator,  Epide- 
ologist,  Biostatistician,  Nursing  Consultant,  Case  Manager 
d  Employee  Benefits  Expert.  Offering  a  range  of  profes- 
»na!  perspectives,  our  team  develops  an  incisive  manage- 


ment report  with  specific  recommendations  for  cost  control. 

Once  we  identify  what  measures  need  to  be  taken,  we 
implement  a  customized  cost  control  program  incorporating 
such  proven  approaches  as  our  Pre-Hospital  Review,  Preferred 
Plus5"  PPO,  Cost  Containment  Benefit  Options  and  much  more. 

The  Mass  Mutual  edge  is  in  the  way  we  approach  each 
case.  We're  in  constant  motion  designing  new  ways  to  address 
our  clients'  evolving  needs. 

We  challenge  any  other  insurer  to  give  you  better  cost  con- 
tainment. Have  your  agent,  broker  or  consultant  call  their 
Mass  Mutual 
Group 

Representative. 
Take  the 
challenge. 


MassMutual 

GROUP  LIFE  AND  HEALTH 

Massachusetts  Mutual  Life  Insurance  Co ,  Springfield,  MA  01111 


The  Forbes  Profits  500 


The  economy  was  steady,  and  interest 
rates  were  falling.  Why,  then,  were 
corporate  profits  off  in  1985? 


Y1  OU  WOULD  NEVER 
know  it  from  the 
gross  national  prod- 
uct, up  5.7%,  but  1985 
was  not  a  great  year  for 
profits.  Collective  net  in- 
come of  The  Profits  500 
was  $133  billion,  off  5% 
from  1984.  A  fourth  of  the 
top  500  reported  lower 
profits.  Why? 

It  was  the  year  of  the 
writeoff.  Firms  owned  up 
to  obsolete  plants  and  the 
failure  of  some  diversifi- 
cations, especially  into  or 
out  of  natural  resources.  Resulting  charges  lowered  the  net 
income  of  some  companies  and  knocked  others  off  the  list. 

The  restructure-and-writeoff  parade  included  Diamond 
Shamrock  ($810  million  writedown  in  oil  wells),  Allied- 
Signal  ($703  million  charge  for  restructured  operations) 


Change 

Cash 

Net 

over 

Cash 

flow 

Rank 

profits 

1984 

flow 

rank 

1985  1984 

Company 

l$mil) 

% 

(Smil) 

1985 

1 

1 

IBM 

6,555.0 

-0.4 

9,874 

2 

2 

2 

Exxon 

4,869.8 

-11.9 

9,143 

3 

3 

3 

General  Motors 

3,999.0 

-11.5 

10,208 

1 

4 

4 

Ford  Motor 

2,515.4 

-13.5 

4,908 

4 

5 

5 

General  Electric 

2,336.0 

2.5 

3,562 

9 

6 

6 

Amoco 

1,953.0 

-10.5 

4,012 

8 

7 

9 

Chrysler 

1,635.2 

9.3 

2,112 

19 

8 

12 

American  Tel  &  Tel 

1,556.8 

13.6 

4,788 

5 

9 

8 

Chevron 

1,547.4 

0.9 

4,463 

6 

10 

15 

BellSouth 

1,417.8 

12.8 

3,220 

11 

and  Consumers  Powei 
($350  million  writedowi 
on  the  Midland  nuclca 
plant  in  Michigan). 

There  were  other  real 
sons  for  the  decline.  Oil 
chemical  and  auto  firmj| 
made  money,  but  not  as 
much  as  in  1984.  Anothei 
factor  was  the  retiremenl 
of  equity,  in  share  buy- 
backs  and  mergers. 

Net  income  figures  in] 
elude  gains  and  losses 
from  discontinued  opera- 
tions but  exclude  such  ex- 
traordinary items  as  gains  from  the  cumulative  effect  of  a 
change  in  accounting.  For  companies  with  insurance  oper 
ations,  net  income  includes  portfolio  capital  gains  and 
losses.  Cash  flow  is  net  income  plus  depreciation,  deple 
tion  and  amortization  of  intangible  assets. 


Winners 

The  leaders  in  profit  rebounds 

Rank 
1985  1984 

Company 

Net 
profits 
(Smil) 

Change 
over 
1984 

% 

395  ■ 

USLife 

76.2 

4,368.0 

422  ■ 

Allegheny  Beverage 

70.3 

2,489.9 

399  ■ 

GenCorp 

75.2 

943.2 

88  ■ 

Aetna  Life  &  Cas 

371.7 

492.8 

167  ■ 

FMC 

196.6 

417.2 

■  Not  on  500  list  in  1984 

Losers 

The  laggards  in  profit  growth 

Rank 
1985  1984 

Company 

Net 
profits 
(Smil) 

Chan 
ove 
198. 

% 

480  46 

Dow  Chemical 

58.0 

-89 

413  84 

Motorola 

72.0 

-81 

457  335 

Continental  Corp 

61.3 

-79 

108  10 

Standard  Oil 

308.0 

-79 

192  38 

Tenneco 

172.0 

-72 
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ink 

l|  1984 

Company 

Net 
profits 

ir„.:M 

(jimill 

Change 
over 
1984 

/o 

Cash 
flow 

(Mil  111 

Cash 
flow 
rank 
1985 

Rank 
1985  1984 

Company 

Net 
profits 
($mil) 

Change 
over 
1984 

% 

Cash 
flow 
($mil) 

Cash 
flow 
rank 
1985 

13 

Sears,  Roebuck 

1,303.3 

-6.6 

1,753 

20 

66 

82 

Anheuser-Busch  Cos 

443.7 

13.3 

680 

72 

24 

Philip  Morris  Cos 

1,255.0 

41.2 

1,679 

22 

67 

70 

Duke  Power 

437.6 

-5.1 

900 

47 

108 

Texaco 

1,233.0 

302.9 

4,276 

1 

OO 

8 1 

Detroit  Edison 

437.5 

8.9 

656 

80 

1 1 

El  du  Pont 

1,118.0 

-21 .9 

2,914 

12 

69 

447 

Berkshire  Hathaway 

435.8 

192.7 

436 

131 

19 

Nynex 

1,095.3 

11.0 

2,529 

1  c 

1 J 

/u 

83 

McDonald's 

433.0 

1 1.3 

667 

75 

21 

Bell  Atlantic 

1,092.9 

12.3 

2,577 

14 

71 

78 

American  Brands 

420.9 

3.3 

531 

108 

18 

American  Info  Tech 

1,077.7 

8.8 

2,680 

13 

72 

1 1 1 

American  Intl  Group 

420.5 

46.7 

463 

124 

14 

Mobil 

1,040.0 

-18.0 

3,428 

/  o 

29 

Phillips  Petroleum 

418.0 

-48.4 

1,462 

26 

20 

Pacific  (j&h 

1,030.8 

5.7 

1,574 

1  A 

Z4 

7  A 

77 

Goodvear 

412.4 

0.3 

71  ? 

66 

16 

RJ  Reynolds  Inds 

1,001.0 

-15.5 

1,450 

1  7 

Lf 

88 

Niagara  Mohawk  Power 

41 1.4 

14.4 

588 

93 

23 

Citicorp 

998.0 

12.1 

1,347 

29 

76 

89 

Manufacturers  Hanover 

407.5 

1  5  6 

550 

106 

26 

Southwestern  Bell 

996.2 

12.8 

2,299 

16 

77 

87 

Emerson  Electric 

402.1 

1 1.4 

553 

104 

27 

Commonwealth  Ed 

955.7 

9.2 

1,498 

Lb 

70 

/o 

yo 

Lockheed 

401.0 

16.5 

595 

91 

28 

Pacific  Telesis 

929. 1 

12.1 

2, 167 

1  Q 
lo 

fy 

oU 

Middle  South  Utils 

401.0 

-18.3 

666 

76 

25 

U!>  West 

925.6 

4.3 

2,201 

i  7 

oil 

OO 

Digital  Equipment 

400.6 

-17.7 

755 

62 

34 

Southern  Company 

829.6 

15.3 

1,436 

28 

81 

73 

JC  Penney 

397.2 

-8.7 

609 

89 

42 

American  Express 

810.0 

33.7 

810 

58 

82 

75 

Beatrice 

395.0 

-4.6 

849 

52 

33 

Southern  Cant  Edison 

774. 1 

5.7 

1,229 

33 

oo 

OO 

yo 

Chemical  New  York 

390.2 

14.5 

4X0 

122 

39 

Coca-Cola 

722.3 

14.9 

918 

A  K. 

4o 

04 

Q  C 

General  Dynamics 

383.3 

0.4 

606 

90 

36 

American  Home  Prods 

717.1 

5.1 

814 

DO 

oi> 

14o 

Raytheon 

375.9 

54.5 

586 

95 

49 

JP  Morgan 

705.4 

31.2 

758 

61 

86 

134 

Travelers 

375.2 

31.1 

442 

129 

31 

Procter  &  Gamble 

690.0 

-9.6 

1,097 

39 

87 

109 

FPL  Group 

372.3 

23.0 

775 

60 

32 

MM'  TkM  1  •  c.  Iff  

Minn  Mining  &  Mlg 

664  0 

-9.4 

1,108 

OO 

QQ 
OO 

■ 

Aetna  Life  &  Cas 

371.7 

492.8 

406 

148 

41 

Burlington  Northern 

658.3 

8.3 

1, 134 

2  7 

Of 

QO 

ov 

Bankers  Trust  NY 

371 .2 

21.0 

419 

138 

53 

Johnson  &  Johnson 

613.7 

19.3 

864 

51 

90 

97 

Ohio  Edison 

370.7 

9.2 

545 

107 

50 

Westinghouse 

605.3 

13.0 

1,054 

41 

91 

130 

RCA 

369.1 

39.1 

629 

85 

123 

Loews 

589.0 

100.6 

649 

82 

92 

143 

Ralston  Purina 

347.9 

42.2 

494 

120 

51 

Texas  Utilities 

587.8 

11.7 

819 

d4 

03 

104 

AMR 

345.8 

47.9 

682 

71 

47 

Rockwell  Intl 

580.6 

6.5 

1,081 

AC\ 

4U 

QA 
V4 

i  n  i 
1UI 

McDonnell  Douglas 

345.7 

6.3 

658 

78 

54 

Pfizer 

579.7 

14.1 

709 

oy 

1U4 

Central  &  South  West 

339.8 

7.1 

574 

99 

30 

Boeing 

566.0 

-28.1 

952 

45 

96 

102 

Union  Electric 

337.2 

4.0 

561 

103 

79 

Chase  Manhattan 

564.8 

39.2 

703 

70 

97 

11 

Eastman  Kodak 

332.0 

-64.0 

1,163 

36 

40 

Consolidated  Edison 

563.7 

-9.1 

883 

4y 

Ofi 

I  I  3 

Carolina  Power  &  Lt 

331.4 

12.7 

573 

1  01 ) 

170 

Phibro-Salomon 

557.0 

162.7 

582 

OA 
VO 

OO 

1  Zj 

Wal-Mart  Stores 

327  5 

20.9 

417 

139 

127 

Teledyne 

546.4 

6.8 

658 

77 

1  fifi 
1UU 

Unocal 

325.0 

-53.6 

1,228 

34 

63 

Public  Service  E&G 

544.6 

11.1 

874 

50 

101 

119 

Security  Pacific 

322.8 

10.9 

414 

141 

168 

PepsiCo 

543.7 

155.9 

835 

53 

102 

1 16 

Dominion  Resources 

3  1 9  8 

9.0 

677 

73 

58 

Merck 

539.9 

9.5 

722 

64 

1UJ 

y4 

NCR 

315.2 

-8.0 

566 

101 

68 

Bristol-Myers 

531.4 

12.5 

618 

QQ 
OO 

1  fiA 

1  n 
ILL 

First  Interstate 

313.1 

13.3 

415 

140 

48 

Sun  Company 

527.0 

-2.1 

1,220 

2  C 

OO 

i  nc 

7C 

United  States  Steel 

313.0 

-24.4 

1,607 

23 

59 

Philadelphia  Electric 

525.3 

6.7 

710 

68 

106 

37 

United  Technologies 

312.7 

-51.5 

71 1 

67 

74 

Long  Island  Lighting 

524.3 

22.6 

591 

92 

107 

1 18 

Cleveland  Electric 

310.7 

6.6 

408 

145 

62 

Eli  Lilly 

517.6 

5.6 

654 

ol 

1  rtfi 

l  n 

Standard  Oil 

308.0 

-79.3 

1,694 

21 

55 

SmithKline  Beckman 

514.4 

2.8 

648 

Q3 
OO 

i  no 

l  i  n 

PPG  Industries 

302.7 

0.0 

522 

1 1 1 

112 

American  General 

506.4 

52.1 

530 

109 

1  1  u 

Dun  &  Bradstreet 

294.7 

-43.5 

413 

142 

57 

Union  Pacific 

501.2 

1.5 

1,047 

42 

111 

91 

ITT 

293.5 

-31.0 

810 

57 

67 

Norfolk  Southern 

500.2 

3.7 

754 

63 

112 

103 

Pennsylvania  P&L 

290.6 

-8.9 

510 

117 

65 

American  Electric 

485.0 

-0.6 

899 

48 

113 

120 

Northeast  Utilities 

288.5 

-0.1 

423 

136 

45 

Hewlett-Packard 

482.0 

-14.5 

792 

59 

114 

132 

HJ  Heinz 

288.0 

10.6 

373 

159 

139 

Xerox 

475.3 

63.6 

1,324 

32 

115 

100 

Federated  Dept  Stores 

286.6 

-13.0 

515 

114 

60 

Santa  Fe  Southern 

469.6 

-4.3 

1,039 

43 

116 

113 

Hospital  Corp 

283.7 

-4.4 

524 

110 

71 

Dart  &  Kraft 

466  1 

2.3 

658 

79 

117 

133 

Dayton-Hudson 

283.6 

9.4 

456 

125 

80 

Abbott  Laboratories 

465.3 

15.6 

621 

K7 

118 

148 

Honeywell 

281.6 

17.8 

626 

86 

86 

Houston  Industries 

464.4 

26.8 

718 

65 

119 

139 

Kellogg 

281.1 

12.2 

357 

165 

43 

Occidental  Petroleum 

455.0 

-20.0 

1,335 

30 

120 

124 

AZP  Group 

279.5 

3.1 

379 

154 

on  500  lis 

in  1984. 
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This  is  a  Motorola 
electronic  engine 
control. 


Electronic  units  like  this,  designed  and  developed  with  a  key 
customer  and  built  by  Motorola,  are  at  the  heart  of  the 
most  dramatic  advances  in  automotive  science. 

O  I'Wb  Motorola,  ln<  Moi<imid,inii(Q),iir  registered  inidi-nwrits  <i(  Motorola,  Inc 


ft  saves  gas. 
It  cuts  pollution. 
It  improves 
performance. 

It  brings  a 

vital  factor  to 

fuel  flow, 
spark  timing 

and  combustion: 
Management. 


MOTOROLA 

Advanced  Electronics  for 
a  More  Productive  World. 


tt^es,a  discount  broker 
can  make  a  difference  in 
your  bottom  line? 


"One  of  the  questions  I'm  asked 
most  often  is,  'Am  I  the  type  of 
investor  who  should  use  a  discount 
broker?  Can  it  really  make  a  dif- 
ference in  my  bottom  line?'  And 
here's  my  answer: 

You  can  benefit  from  a  discount 
broker  if  you  ever  decide  for  your- 
self what  stocks  to  buy  or  sell.  It's 
as  simple  as  that. 

If  you're  like  most  investors, 
there  are  times  when  you  want  to 
make  a  move  in  the  market  with- 
out a  broker's  advice.  And  if  you 


don't  need  advice,  you  shouldn't 
have  to  pay  for  it.  So  come  to 
Schwab— and  give  yourself  a 
break  on  commission  costs. 

It  really  can  make 
a  difference  in  your 
bottom  line.  In  fact, 
you  can  save  up  to  76%  on  com- 
missions at  Schwab  compared  to 
full-commission  brokerage  rates. 
I  guarantee  it." 

—  Charles  Schwab 
Chairman  and  Founder 
Charles  Schwab  &  Co.,  Inc. 


Open  your  Schwab  account 
today —just  complete  and  return 
this  application.  Or  call  toll  free 
1-800-982-7900  for  more  informa- 
tion and  an  additional 

application. 


Charles  Schwab 

America's  Largest  Discount  Broker 

Member  SIPC/New  York  Stock  Exchange,  Inc. 
101  Montgomery  St.,  San  Francisco,  CA  94104| 
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Change 

Cash 

Change 

Cash 

Net 

over 

Cash 

flow 

Net 

over 

Cash 

flow 

ank 

profits 

1984 

flow 

rank 

Rank 

profits 

1984 

flow 

rank 

Company 

o/ 
/o 

1985 

1985 

1984 

Company 

($mil) 

% 

($mil) 

1985 

161 

Kimberiy-CIark 

267.1 

22.8 

407 

147 

176 

190 

Pillsbury 

184.5 

-1.8 

327 

178 

Gulf  States  Utilities 

ZOj.j 

Z.O 

o/O 

ICC 

lob 

177 

213 

Potomac  Electric 

183.6 

9.2 

290 

201 

1  JO 

Gannett 

TCI  2 

1  1  1 
J  O. 1 

1C7 

OO  / 

1  /LA 

lo4 

178 

192 

Whirlpool 

182.3 

-3.9 

269 

215 

■ 

Martin  Marietta 

T  A  O  A 

l.'-J 

oo  1 

1  C  1 

Ibo 

179 

256 

Combined  Intl 

182.0 

35.6 

229 

248 

144 

PacifiCorp 

1  A 

CO/1 

oU4 

118 

180 

227 

Kroger 

180.8 

15.4 

390 

151 

1 17 

Litton  Industries 

248.2 

-14.9 

410 

144 

181 

173 

Borg-Warner 

178.5 

-13.4 

286 

204 

142 

Burroughs 

1/10  1 

Z40.Z 

1  -O 

30  / 

94 

182 

205 

Allegheny  Power 

1 78.4 

1.2 

303 

194 

1  40 

Baltimore  uocl 

Z4/  .6 

1  A 
1  .4 

4Zo 

loZ 

183 

219 

Celanese 

1  78() 

10.6 

424 

135  ■ 

i  ^  n 

Illinois  Power 

Z4U.U 

1  Q 

oZU 

1  QA 
1  ft4 

184 

294 

Georgia-Pacific 

1 77.0 

48.7 

487 

121 

181 

Continental  Telecom 

Zoy.y 

ZZ.4 

C7Q 
O  /O 

98 

184 

241 

rW  Woolworth 

1 77.0 

25.5 

288 

202 

155 

Times  Mirror 

237. 1 

1.9 

412 

143 

186 

■ 

Walt  Disney 

176.0 

292.0 

309 

187 

Cult  fit    U/«r»a>n   In  Ac 

LjUIi  oc  western  inus 

ZoO.U 

l  c\  c 

T  7/1 
Z/4 

Tin 
Z1U 

187 

226 

Duquesne  Light 

1 76.0 

12.2 

286 

203 

loo 

May  Dept  Stores 

ZaO. 4 

O  Q 

y.y 

1AT 
oOZ 

1  /CO 

loZ 

188 

225 

Portland  General 

1 75.9 

11.1 

285 

205 

i  no 

Safeway  Stores 

Zol.o 

Zo.U 

CAC 

1UZ 

189 

216 

Bank  of  Boston 

173.8 

5.9 

207 

271 

loo 

Eaton 

zou.y 

— y.z 

11  7 

i  /y 

190 

408 

First  Union 

1 73.6 

1 17.0 

205 

273 

178 

Squibb 

226.6 

14.9 

266 

217 

191 

230 

Toledo  Edison 

173.5 

13.0 

218 

261 

Merrill  Lynch 

ZZ4.o 

1  1C  1 

1 OL 

192 

38 

Tenneco 

1 72.0 

—72.8 

1 ,326 

3 1 

lyo 

Uotj 

TIT  o 

ZZo.o 

1Q  Q 

iy.v 

ouo 

1  OC 

193 

240 

Waste  Management 

1 7 1.6 

20.4 

323 

180 

Textron 

ZZo.o 

y /.u 

IT  1 

1  Q  1 

lol 

194 

338 

Geico 

1 70.6 

29.9 

1 79 

300 

56 

K  mart 

ZZ1.Z 

C  C  7 

— OO./ 

CO! 

JO  1 

f)7 

195 

346 

Safeco 

1 70.4 

59.6 

170 

308 

■ 

HF  Ahmanson 

220.8 

358.1 

281 

207 

196 

391 

First  Chicago 

169.0 

95.6 

244 

235 

I/O 

Humana 

Zl  /./ 

O  1 

y.o 

o  /Z 

i  /in 
loU 

197 

■ 

A   ,    1,1.,,,    1    l~\  i  1 

Asnland  Oil 

loo.V 

JJ— r 

O/O 

157 

oU4 

Transworld 

Li.  f  .D 

CO  1 

Oy.Z 

TO/1 

zy4 

1  oo 

iys 

198 

272 

Cincinnati  Croih 

168.5 

30.5 

249 

229 

I/O 

Sara  Lee 

ZlO.4 

Q  Q 
0.0 

OJ  1 

1  /^7 

lo/ 

199 

126 

Mesa  Petroleum 

lo/.o 

— oo.U 

oU4 

iyo 

214 

Northrop 

214.4 

1  Q  C 

Zo.o 

4UJS 

1  A  /C 

14o 

200 

217 

Wisconsin  Electric 

167.5 

o.  1 

id  a 

1  07 

iy  / 

222 

Lincoln  National 

11/1  2 

c  i  n 

O  1  .U 

Zoo 

T  /I  3 

Z4o 

201 

246 

Marriott 

167.4 

1  O  7 

1  70 

Z  ly 

208 

2.ZU 

Southland 

Z1Z.D 

oZ.O 

4UU 

1  /I  Q 

14V 

202 

272 

Torchmark 

1  /i7  A 

10/.4 

en  a. 
oU.o 

1  <C7 

lo/ 

o  1Z 

185 

Campbell  Soup 

TIT  yl 

ILIA 

o.y 

11Q 

1  7  "2' 

1/6 

203 

■ 

SunTrust  Banks 

loo.o 

y.o 

ZZo 

TCI 

Zoo 

1  72 

Consol  Natural  Gas 

212.4 

1.7 

466 

123 

204 

266 

First  Bank  System 

166.8 

27.2 

193 

284 

153 

Household  International 

210.9 

o  o 

— y.y 

C  1  1 

oil 

1  lo 

205 

189 

Dana 

1  K.Q.  1 

lob.  1 

i  ■a  7 
—  lo.  / 

1  C  0 

Zoo 

Tin 

ziy 

191 

Melville 

210.8 

10.7 

274 

21 1 

206 

293 

NCNB 

164.5 

38.0 

196 

282 

1  71 

NY  state  t&tj 

208.4 

—  1 .4 

307 

191 

207 

299 

Masco 

1  £.A  C 

1  n4  ^ 

A  1  O 

1  oo 

i  yy 

TOO 

ZoU 

166 

Kri  iViacy 

205.8 

—3.8 

ouy 

10  0 

IMo 

208 

232 

New  England  Electric 

1  £.A  1 
104. 1 

o.Z 

ool 

1  7A 
I/O 

1 13 

InterNotth 

203.9 

-31 .3 

632 

84 

209 

262 

Quaker  Oats 

1  £.1  A 

loo. 4 

T  T  O 

zz.y 

T  Al 

Z4Z 

1  3A 

Zoo 

152 

Tandy 

203.9 

—  lo.Z 

1  CO 

T  1  0 

Zlo 

210 

■ 

Champion  Intl 

1  OO.  1 

LJ—L 

Al  A 
4ZO 

1 11 
loo 

207 

Upjohn 

203.0 

17. 1 

273 

213 

211 

■ 

Marsh  &  McLennan 

162.9 

1 77.5 

202 

277 

199 

ban  Diego  (j&t 

202.7 

10.5 

335 

1  7C 

1/3 

212 

282 

IC  Industries 

1  OZ.o 

o  Z .  o 

11 1 
oZ  1 

1  (31 

1  tsz 

363 

Gt  Western  Financial 

201.7 

1 14.8 

232 

247 

213 

300 

Florida  Progress 

1  /iO  o 

oo.y 

oZU 

loo 

224 

Mellon  Bank 

201 .7 

27.3 

247 

214 

402 

tjOiuen  west  rim 

i  ah  n 
1  ou.u 

07  ii 

y  i  .is 

1  oZ 

1  OT 

zyz 

297 

Morton  Thiokol 

201.7 

71.0 

269 

216 

215 

223 

Gillette 

1 59.9 

n  a 
U.4 

1  A7 

Z4  / 

T  1  /I 

Zo4 

195 

Scott  Paper 

201.1 

7.5 

374 

158 

216 

243 

Allied  Stores 

159.3 

13.2 

252 

227 

252 

Archer-Daniels 

200.9 

46.2 

1 7  O 

oZ8 

1  77 

Iff 

217 

260 

Fort  Howard  Paper 

i  ^7  n 

1  D  1  \J 

i  u  n 
1  ts.u 

Z4U 

Z41 

157 

Weyerhaeuser 

200. 1 

-  1  1  ^ 

550 

i  nc 
1U5 

218 

135 

Delta  Air  Lines 

1  q 

lDO.tS 

1Q  A 

o  lo 

1  1  J 

1  lo 

162 

Time  Inc 

199.8 

-7.7 

338 

1 72 

219 

255 

Owens-Illinois 

1  3  0 .  1 

lo.U 

^27 
OO  / 

1  7  A 

1  /4 

■ 

Caterpillar  Tractor 

198.0 

D-P 

674 

74 

220 

302 

Utah  Power  &  Light 

1  OO.U 

1 C  1 

oo.  1 

Zoo 

T  T  A 

ZZo 

187 

No  States  Power 

197.7 

2.9 

422 

137 

221 

249 

Pacific  Lighting 

156.0 

12.5 

347 

168 

■ 

FMC 

196.6 

41 7.2 

358 

163 

222 

233 

Kansas  L.ity  r&L 

loo.  1 

Z.o 

11  o 

TCI 

Zo  1 

■ 

Warner  Communications 

195.3 

D-P 

219 

258 

223 

227 

Public  Service  NH 

1  ZA  7 

lo4.  / 

—  1  .z 

i  on 
1  oU 

TO  7 

zy  / 

188 

Borden 

193.8 

1.3 

316 

1  O/C 
1  OO 

224 

197 

American  Stores 

1 04.D 

1  A  7 
— ID.  / 

o4o 

1  AO 

ioy 

204 

Schering-Plough 

192.6 

8.7 

7  C  7 

Lot 

ZZU 

225 

258 

National  Medical 

i  7 

1  oU.  / 

i  z.o 

Li  O 

z  1Z 

326 

CoreStates  Financial 

192.0 

83.7 

210 

267 

226 

250 

Pitney  Bowes 

150.4 

8.8 

254 

225 

211 

Wells  Fargo 

190.0 

12.2 

255 

224 

227 

357 

MCA 

150.0 

58.0 

811 

56 

239 

PNC  Financial 

187.8 

31.1 

210 

268 

228 

237 

American  Medical 

149.9 

4.5 

301 

196 

■ 

First  Wachovia 

187.7 

20.0 

219 

259 

229 

301 

American  Can 

149.1 

25.4 

213 

264 

221 

Farmers  Group 

184.6 

14.3 

206 

272 

230 

258 

RR  Donnelley 

148.4 

10.8 

252 

228 

on  500  1 

ist  in  1984.    D  P:  deficit  to  pr 

.)fit 
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1985  1984 

Company 

Net 
profits 
L>m  i ! ) 
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over 
1984 

/o 
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^mii  | 

Cash 
flow 
rank 
1985 

Rank 
1985  1984 
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profits 
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over 
1984 

% 

Cash 
flow 

231 

385 

American  Natl  Ins 

147.8 

-10.7 

148 

346 

286 

283 

Greyhound 

120. 1 

-4.0 

181 

232 

236 

mcvjraw-Hill 

1  A7  A 
1<+  / 

101 

286 

287 

279 

So  New  England  Tel 

1  1  O  Q 

2  ft 
— o.o 

3HA 
OUO 

233 

183 

WK  urace 

1*40.  y 

4^A 

126 

288 

312 

i  oys    i\  us 

1  K)  ft 
1  1  V .  o 

7  G 

1  4A 
i  40 

234 

263 

Public  Service  NM 

1  At*  7 
1  40.0 

1  u.z 

zuy 

269 

289 

287 

Associated  Dry  Goods 

110  7 

_fl  ft 
—U.o 

lf\7 

235 

212 

Transamerica 

1  4j.o 

—  1  s.u 

l^A 

zoo 

222 

290 

395 

Public  Service  Ind 

l  l  ft  i 

1  1  o.Z 

}ft  1 

oo.Z 

1C\A 
ZU4 

236 

248 

Air  Prods  &  Chems 

145.7 

D.  1 

ooZ 

166 

291 

359 

NHD  bancorp 

1 1 8.0 

24.9 

139 

237 

366 

Limited 

1  AC  7 

^7  1 

ZZ  J 

250 

292 

251 

Transco  Energy 

117ft 

1  A  7 
—  1  <+.  1 

A  7Q 

'toy 

238 

292 

Capital  Holding 

1  Al  ft 

i  An 

1  ou 

322 

293 

280 

F  thirl 

1 1  f  .  1 

7  1 

1  oo 
i  yy 

239 

336 

Coastal  Corp 

1  Al  A 

-in  n 

41 A 

134 

294 

286 

USAir  Group 

1  1  /  .  1 

7  7 

1  OA 

i  y*+ 

240 

257 

capital  v  1 1  ics t  t\  i>  v 

1  Al  1 

O.Z. 

inn 
zuu 

279 

295 

340 

New  York  Times 

1  1  A  7 
1  lO.o 

1  A  1 
1  0. 1 

1  7C 

241 

■ 

ICH 

142. 1 

196.5 

1  C7 

Id/ 

326 

296 

325 

|im  Walter 

1 1 6.3 

10.5 

2 1 2 

242 

186 

i^ri-  international 

i  ai  n 

i<+  Z.U 

—ZO.O 

101 

zy  i 

199 

297 

368 

Browning-Ferris  Inds 

1  1  A  1 
1  lO.Z 

ta  n 
zo.u 

1A  1 
Z'f  1 

243 

267 

Holiday  Cory 

1  A 1  2 

i  <+i  .0 

7  O 

iftc 

Zo  J 

206 

298 

348 

Irving  Bank 

1 1  a  n 

1  1  u.U 

i  ft  i 

1  o.Z 

l  c.1 
1  oZ 

244 

208 

DnVitn    fc  Uiic 

KOFim  cv  riJJs 

1  A  1  1 
1  -+ 1  .Z 

—  1  o.u 

141 
Zf  z 

237 

299 

393 

Washington  Post 

1  1  A  7 

77  fl 

•jo.  U 

1  CC 
loo 

245 

253 

Republic  Bank 

1  AC\  1 
1 U.  Z 

1  1 

Z.  1 

i  fin 

298 

300 

■ 

CrossLand  Savings 

1 1  a  n 

1  1 1  A 
I  1  Z.o 

1  CO 

246 

229 

MidCon 

139.9 

—  10. 1 

364 

I6l 

301 

■ 

Bear  Stearns  Cos 

1 13.9 

NA 

123 

247 

■ 

MCI  Communications 

1  }Q  A 

1  ft 

1  JJ.O 

40  7 

^-y  / 

1 19 

302 

285 

Scana 

I  1  7  A 

I I  o.O 

_A  ft 
—O.o 

T  T  ^ 
ZZo 

248 

278 

vr 

1  70  A 

1  1  ft 

1  fiO 

i  oy 

287 

303 

269 

Pennzoil 

1  1  2  1 
I  1  o.Z 

1  2  2 

A40 

249 

272 

Dow  Jones 

1  1Q  A 

7  A 

1  01 

i  yz 

285 

304 

317 

El  Paso  Electric 

11^1 

1  lo.  1 

A  A 

1  T  ft 
1  Zo 

250 

264 

Colt  Industries 

i  in  n 

loo.U 

A  A 

1 7n 

310 

305 

311 

Southwestern  Pub  Svc 

1  1  1  7 

1  1  Z.  / 

i  n 

1  AA 

1  oo 

251 

■ 

Baxter  Travenol  Labs 

137.0 

370.8 

271 

214 

306 

314 

Hershey  Foods 

1 12.2 

V2 

165 

252 

465 

Kerr-McGee 

1  1A  C 

linn 

c  l  ft 

112 

307 

361 

Freeport-McMoRan 

ill1; 
1 1 1 .  j 

1  ft  2 

1  AC\ 

253 

438 

General  Re 

1  3C  fi 

fi 

OJ.O 

1  17 

364 

308 

210 

Penn  Central 

i  i  n  ft 

1  1  U.o 

2A  ft 
— O'+.O 

1  7Q 

zoy 

254 

321 

Cooper  Industries 

1 3C  1 
loo.  1 

OA  A 

141 
ZM- 1 

239 

309 

235 

Public  Service  Colo 

110  7 
1  1 U.  1 

1  2  ft 
— Zo.o 

1 1  c. 

ZZO 

255 

464 

v  dl  r  eu 

1  7A  7 

i  nA  3 

1  UO.O 

1  7ft 

I/O 

301 

310 

271 

Tucson  Electric 

i  i  n  a 

Q  £ 

y.D 

1  CT 
1DZ 

256 

■ 

Continental  Illinois 

134.0 

D-P 

181 

294 

311 

238 

Sterling  Drug 

109.7 

-23.5 

144 

257 

178 

Hercules 

1  72  1 

740 

z^+y 

230 

312 

441 

Colgate-Palmolive 

l  no  a 

^1  Q 

oz.y 

i  sn 

1  oU 

258 

242 

Knignt'Kiaaer 

im 
zuz 

278 

313 

308 

UKianoma  ii»st 

1  Oft  A 

— *+.Z 

1  ft7 

259 

319 

MCorp 

1  21  A 
loZ-4 

zz.y 

1  A1 
1  OJ 

320 

314 

329 

Kocnester  ocix 

1  Oft  Q 

A  7 

1  77 
I/O 

260 

306 

Owens-Corning 

131  1 

1  £  T 

1  C.A 
Z  Do 

221 

315 

461 

National  City 

i  nc  a 

A/1  A 
0*4.0 

1  7  1 

loi 

261 

■ 

Bank  of  New  England 

131.2 

29.8 

159 

324 

316 

174 

AMP 

108.0 

—46.4 

204 

262 

288 

International  Paper 

lo  1  .U 

Q  1 

lOft 

150 

317 

313 

Winn-Dixie  Stores 

1  D7  ft 
lU/.o 

7  C\ 
—O.U 

1  7C 

263 

318 

Banc  One 

1  7C\  A 
lOU.4 

in  7 

ZU.  ' 

1  CI 
1 JJ 

331 

318 

1  4  1 

Alleghany 

1  C\7  7 

CA  1 
—DO.O 

1  1  c 

264 

41 1 

First  Boston 

1  7C\  7 
loU.o 

A3  7 
OO.  / 

1  41 
14Z 

356 

319 

380 

Corning  Glass  Works 

1  H7  A 

1 1  n 

Z  1  .u 

Zo*4 

265 

320 

Bank  of  New  York 

1  7Ci  2 

11  1 

Zl  .Z 

1  CI 

333 

319 

449 

Norwest 

1  D7  A 
1U  /  .0 

Z.A  ft 

1  AC 

l  oo 

266 

163 

American  Cyanamid 

129.1 

-40.2 

309 

189 

321 

244 

JkT_    I  1  *  Tl     L  C  

No  Indiana  Pub  Svc 

107. 1 

-23.8 

247 

267 

281 

Centel 

no  7 
1  Zo.  / 

ino 
ouy 

190 

322 

404 

Consolidated  Papers 

1  HA  O 

71  A 
oZ.O 

1  ^c 
loo 

268 

332 

Barnett  Banks  Fla 

no  a 
1  Zo.o 

">/i  n 

Z4.U 

1  71 
1  /Z 

307 

323 

■ 

Navistar  Intl 

LJ—r 

1  A  ft 
1  "+o 

269 

203 

Jefferson-Pilot 

1 1ft  1 
lZo.  1 

1ft  Q 

— zo.y 

1  1  1 

377 

324 

448 

Boise  Cascade 

1  C\A  2 

AO  ft 
*+y  .o 

ion 
zyu 

270 

193 

General  Mills 

1  TA  7 
1  ZO.O 

i  ft  ft 

—  1  o.o 

117 

ZO  / 

244 

325 

387 

Deluxe  Check 

1  C\A  1 

1U4.Z 

1  ft  7 

I  O.  f 

loU 

271 

290 

Genuine  Pans 

126.2 

144 

355 

326 

276 

Mapco 

104. 1 

-1 7.2 

1 70 

272 

356 

Pnnof    C  ,.,,,,,1   Dfo  T 

rugei  juuna  r  &l 

1  1  C  Q 
1ZD.V 

31  A 
aZ.4 

in4 

ZU4 

276 

327 

397 

Mercantile  Stores 

i  m  a 

in  o 
zu.y 

1  A  A 
1  «+0 

273 

254 

Ryder  System 

nc  t 
1  Zo.o 

7  ft 

—  '  .0 

a  cn 

127 

328 

261 

Westvaco 

i  m  i 

1UZ.Z 

— Zo.Z 

T  T  ft 

zzo 

Z/4 

375 

Marine  Midland  Banks 

IOC  I 
1  Zo.  1 

1ft  A 

1  CI 
1  JO 

332 

329 

344 

James  River  Corp  Va 

l  m  n 
1UZ.U 

T  7 

Z.  / 

1  Aft 
lOtt 

275 

215 

Panhandle  Eastern 

1 1  c  n 
1  Zo.U 

1/1  O 

— z^.y 

o4U 

171 

330 

392 

Beneficial  Corp 

i  n  l  i 
1U 1  .z 

O  A 

y.o 

1  1  7 
11/ 

276 

347 

Provident  Life  &  Acc 

125.0 

27.6 

141 

358 

331 

368 

Armstrong  World 

100.9 

9.4 

164 

277 

436 

citizens  oi.  via 

1  1A  A 

1  z4.o 

71  1 
/Z.  1 

1  CA 

loo 

327 

332 

361 

Brunswick 

i  nn  7 

A  C 
O.O 

i  cn 
l  oU 

278 

429 

Federal  Express 

MA  1 
I  Zh-.  1 

ft 

O4.0 

1 1  0 

oiy 

185 

333 

305 

Hilton  Hotels 

i  nn  i 

1UU.Z 

1  *)  1 

—  LZ.  1 

1  AA 
1  't-O 

279 

333 

Tribune 

1  ZO.O 

20.2 

221 

256 

334 

337 

Dover 

100.0 

—U.o 

1  CO 

J  oo 

280 

456 

First  Executive 

1 23 . 5 

62.7 

1 23 

394 

335 

384 

United  Illuminating 

99.6 

1 2.8 

1 

LOO 

281 

344 

Student  Loan 

1 23.3 

24.2 

1 26 

390 

336 

435 

Pioneer  Hi-Bred  Intl 

99.5 

37.3 

128 

282 

■ 

Columbia  S&L 

122.3 

186.2 

128 

382 

337 

■ 

Hasbro 

99.0 

89.1 

128 

283 

352 

Republic  New  York 

122.1 

26.5 

133 

373 

338 

349 

TECO  Energy 

98.7 

LI 

181 

284 

295 

Allied  Bancshares 

122.0 

2  7 

137 

362 

339 

443 

ConAgra 

98.3 

37.7 

148 

85 

■ 

Montana  Power 

121.6 

136.9 

172 

305 

340 

284 

Kansas  Gas  &  Elec 

97.7 

-19.8 

148 

■  Not 

Mi  500  list 

in  1984.    D  P:  deficit  to  pre 

fit.    NA:  Not  available 
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FORBF^  A" 


The  Purdey  firearm.  Created  by  James 
Purdey  and  Sons,  the  fabled  London 
firm  that  has  been  gunmaker  to  the  royal 
family  since  Queen  Victoria's  reign. 

Today,  the  company's  impeccable  tra- 
ditions are  scrupulously  maintained  under 
the  direction  of  The  Honourable  Richard 
Beaumont,  son  of  the  Second  Viscount 
Allendale. 

For  more  than  170  years,  Purdey  has 
produced  sporting  guns  so  distinctive,  no       jP\XI"ClOy  cllTlCl  IvOl^X* 

ahke  The  barrel  of  The  most  refined  expressions 

one  cannot  be  inter-  i       ♦  • 

changed  with  the  stock  of       of  their  respective  arts. 

any  other.  L 


So  meticulous  is  their  construction, 
only  70  are  produced  in  a  year.  So  artful  is 


Hand-engraving  is  a 
hallmark  of 
Purdey 
2" 


their  workmanship, 
every  one  is  signed 
by  the  craftsman  who  made  it.  And 
so  enduring  is  their  precision,  Purdey 
guns  are  traditionally  passed  down 
from  generation  to  generation 

Under  Richard  Beaumont's 
chairmanship,  the  most  rigid 
traditions  of  bespoke  gunmak 
ing  prevail.  Every  part  of 


every  Purdey  is  custom-made.  Distances  be- 
tween the  owners  eye,  cheek,  shoulder  and 
trigger  finger  are  calibrated.  The  measure- 
ments are  designed 
into  the  stock  to  en- 
sure that  each  gun 
is  precisely  fitted  to 
its  owner. 

Richard 
Beaumont  is  a 
man  who  main- 
tains standards 
of  craftsman- 
ship that  speak 

of  a  more  civilized  time.  Which  makes 
his  choice  of  a  Rolex  understandable. 


Purdey  utilizes  the  finest 
craftsmen  in  the  world. 


ROLEX 


Dale  just  Ouster  Perpetual  Chronometer  in  stainless  steel  and  Ifikt.  (/old  with  Jubilee  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  939,  Rolex  Building,  665  Fifth  Avenue,  New  York,  New  York  10022-5:183. 
World  headquarters  in  Geneva  Other  offices  in  Canada  ami  ma i<>>  < <>u > dries  around  the  world 

Doteiust,  Oyster  Perpetual,  Jubilee  are  trademarks  *j  Rolex  198!» 


The  Forbes  Profits  500  1 

Change 

Cash 

Change 

 1 

Net 

over 

Cash 

flow 

Net 

over 

Cash  fl 

Rank 

profits 

1984 

How 

rank 

Rank 

profits 

1984 

flow  r 

1985 

1984 

Company 

It  milt 

/o 

{  o  1 1 1  M  ) 

1985 

1985 

1984 

l^ompany 

\  M  1  1  I  1  ) 

/o 

iCm;n  i 
\ -Mil  11!  I 

341 

■ 

Southmark 

97.4 

25.2 

1 16 

409 

396 

452 

Wendy's  Intl 

76.2 

10.9 

125  a 

342 

370 

Deimarva  Power  &  Lt 

OA  A 

yo.o 

4  o 
*t  ,y 

164 

310 
o  1  y 

397 

341 

Roadway  Services 

7^  o 

/  D.y 

04  1 
— Z*+.  1 

i  do  a 

343 

275 

ivenerai  ruDiK  urns 

96  5 

1A  0 

376 

156 

398 

■ 

Cray  Research 

75  6 

AA  ^ 
OO.O 

1  1  A  A 
1  1  O  £ 

344 

383 

Walgreen 

OC  8 

7J.O 

8  2 

132 

374 

399 

■ 

GenCorp 

75  2 

Q43  0 
y*+o.z 

013  0 

Z 1  o  . 

345 

412 

Automatic  Data 

y  o.o 

20  3 

215 

262 

400 

441 

American  Greetings 

/  D.U 

4  7 

96  4 

346 

202 

Union  Camp 

95. 1 

— 4/.o 

Z4/ 

ZoT 

401 

465 

Sherwin-Williams 

74.6 

14.8 

104  * 

347 

406 

Zay  re 

04  A 

17  8 

140 

359 

402 

445 

Libbey  "Owens-Ford 

74  6 

c  7 

131  a 
IO  1  o 

348 

381 

Boston  Edison 

04  0 

6  1 

233 

246 

403 

459 

Sundstrand 

74  4 

1  0  1 
1  Z.  1 

1  4A 

1  *fO  J 

349 

■ 

C»  Paul  Pn« 

94  2 

D— P 

106 

433 

404 

427 

(  t-nrr  il  III  Puti  Cvr 
v  LllllJI  ill  run  JVt 

74  3 

— z.t 

1 3A  " 

ioo  o 

350 

323 

Super  Valu  Stores 

y^f.u 

1  1  7 

— 11./ 

1 1  ^ 

41 1 

405 

425 

INJalco  Chemical 

73  3 
/  O.O 

—O.o 

i  nft  a 

1UO  i 

351 

400 

First  Fidelity  Bncp 

03  Q 

tc  1 

la.  1 

i  nc 
1UO 

A  o  c 

4-ZD 

406 

389 

M  \AI  A 

NWA 

to.  1 

ICO 

—  lo.y 

Zdo  i 

352 

377 

Kansas  Power  &  Light 

8 

yo.o 

4  4 

155 

30O 

ozy 

407 

472 

McKesson 

73  1 

/  0. 1 

14  4 

1 04  1 
1  Z*f  J 

353 

399 

Uj   1  UDdlLU 

03  <; 

yo.o 

117 

108 

426 

408 

■ 

iVlaryland  National 

73  n 

40  n 

on  a 

354 

247 

Mead 

03  C 
yo.o 

39  0 

223 

254 

409 

277 

Paccar 

70  0 

/  z.y 

A  1  8 

— 4- 1 .0 

04  A 
y*t  • 

355 

■ 

Kemper 

03  3 
yo.o 

1 1  j.z 

03 
yo 

4^0 

410 

489 

Home  Federal  S&L 

70  ft 

t  Z.o 

1  0  1 

i  y  .o 

ftA  4 
OO  *l 

356 

422 

Norstar  Bancorp 

93.0 

20.3 

119 

402 

411 

414 

Kidae 

72.2 

—8.7 

120  3 

357 

407 

Sovran  Financial 

Q9  A 
yz.o 

i  ^  4 

1 1  ft 

1  lo 

40^ 

412 

327 

Apple  Computer 

70  n 

/  Z.U 

3i  n 

— O  1  .u 

1  1  O  A 

i  iy 

358 

409 

Clorox 

Ol  1 

y  i .  i 

I  H-.U 

1  1  A 
i  io 

4flft 

413 

84 

Motorola 

70  n 

814 

— o  1 .4 

cn  il 

D  IO  1| 

359 

463 

Becton  Dickinson 

Ol  1 

71.1 

OO.O 

1  4Q 

1 4-7 

340 
of  Z 

414 

476 

.Maytag 

71  ft 
/l.o 

1  3  0 
lo.y 

ft7  A 

Of  % 

360 

303 

General  Cinema 

oi  n 

yi.u 

0 1  1 

1  3? 

loz 

37^ 

O  f  D 

415 

451 

WAV  Grainger 

7  1  ft 
/l.O 

4  0 
t.z 

ftO  J 
oy  ^ 

361 

465 

Midlantic  Banks 

yU.o 

39.4 

lUD 

434 

416 

500 

Crown  Cork  &  Seal 

71.7 

20.5 

115  4 

362 

■ 

Fremont  General 

on  A 
yu.o 

3ftO  3 

007.0 

03 
yo 

453 

417 

419 

Vulcan  Materials 

7  1  3 
/l.O 

0  1 

— y.  i 

1 4n  3 

363 

■ 

Florida  Natl  Banks 

88  A 
oo.o 

'  08  1 
1UO.  1 

43^ 
too 

418 

■ 

Bank  of  Virginia 

71.1 

91.6 

85  4 

364 

455 

Johnson  Controls 

88  4 

31  4 

1  AO 
1  oz 

30  1 
OZ  1 

419 

434 

Ipalco  Enterprises 

70.9 

-3.7 

103  1 
1  ZO  Oj 

365 

367 

Lear  Siegler 

88  0 
oo.z 

—4  6 

146 

34ft 
OH-O 

420 

■ 

UullDD 

70.5 

12.0 

ft  l  il 

Ol  *■ 

366 

322 

National  Gypsum 

87.6 

—  1 7.9 

1 1 8 

403 

421 

396 

rruehaui 

70.5 

-17.2 

165  3( 

367 

324 

Stjuare  D 

87  2 

1  7  Q 

133 

371 

422 

■ 

Allegheny  Beverage 

70.3  2,489.9 

110  4 

368 

358 

Lucky  Stores 

8A  5 
oo.o 

ft  A 
—  O.O 

1  HA 

1  OU 

289 

423 

265 

Tektronix 

70.2 

-46.7 

1^1  31 

1 D  1  •> 

369 

425 

Baker  International 

8A  3 
OO.O 

13  0 
lO.Z 

oon 
zzu 

0^7 

ZD  / 

424 

480 

AllvCl 

70.1 

12.1 

1  74  « 

370 

410 

Albertson's 

8C  1 

OO.  1 

A  7 
O.  / 

1  4^ 
1  *+D 

3^3 
ODO 

425 

478 

National  Service 

69.8 

10.9 

94  4l 

371 

334 

Temple-Inland 

85. 1 

—  1 7.2 

152 

336 

426 

450 

Intl  Flavors  &  Frags 

69.7 

0.7 

84  4j 

372 

341 

Idaho  Power 

84  8 
o4  .0 

1  ^  0 

1  3fl 
loU 

3ftfl 

427 

416 

I  fill  I  L  i  i  1  In    f  ko  P 

LiOUlSVllie  VjOcC 

69.5 

-12.1 

110  4^ 
1 1 Z  *#] 

373 

457 

Alexander  &  Baldwin 

83  A 
OO.O 

0^  ^ 

i  on 

1  zu 

4nn 

428 

■ 

Minnesota  Power 

69.4 

17.1 

1  n7  4 

1U/  ^ 

374 

476 

Subaru  of  America 

83  3 
OO.O 

30  n 

OZ.U 

us 

oo 

4A  1 

429 

■ 

Republic  Airlines 

69.2 

405.3 

14A  3 

l^fO  O1 

375 

414 

Brown-Forman 

81  8 

0Z.0 

1  Oft 
luo 

40  ft 

430 

■ 

KeyCorp 

68.4 

34.7 

fts^  41 
OD  *rl 

376 

■ 

Singer 

82.3 

63.6 

150 

340 

431 

359 

Intl  Minerals  &  Lnem 

68.0 

-28.1 

186  2 

377 

465 

Fleet  Financial 

80  0 
OZ.Z 

OA  ^ 
ZO.J 

i  no 
iuy 

404 
tzt 

432 

478 

Intergraph 

67.8 

7.8 

ftn  4 

OU  *tl 

378 

291 

Chesebrough-Pond's 

80  0 

31  0 

— O  I  .Z 

0  1  o 
Z  IU 

0AA 
ZOO 

433 

■ 

United  Virginia  Bkshs 

67.6 

18.0 

ft^  Al 
OD  *^ 

379 

430 

Peoples  Energy 

817 
ol./ 

ft  7 

1  OA 

1  zo 

3ftft 

434 

439 

Bowater 

67.5 

-6.4 

1  ic  4 

1  ID  **| 

380 

269 

North  Amer  Philips 

8  1  C 

o  l.o 

37  ^ 
— O  1  .D 

i  sn 

1  oU 

ooo 
zyy 

435 

■ 

Telex 

67.1 

40.9 

iO0  A. 
1 UZ  '-H 

381 

316 

Grumman 

81.5 

-24.8 

142 

357 

436 

■ 

Dillard  Dept  Stores 

66.9 

35.0 

107  4J 

382 

385 

Interco 

7  £ 

—  /  .D 

1  0  7 
1Z/ 

^  ft7 

437 

■ 

Bausch  &  Lomb 

66.8 

33.0 

QA  4i 
OO  ^ 

383 

461 

Washington  Water 

814 

03 

Zo.D 

114 
1  i^f 

4  1  A 
1  0 

438 

■ 

Piedmont  Aviation 

66.7 

14.6 

1  70  31 
1  /  Z  Ol 

384 

375 

Emhart 

on  c 

1  1  f\ 

— 1 1  .u 

1  27 

OOo 

439 

496 

Uj  tsantorp 

66.2 

10.2 

ftfl  4' 
OU  **i 

385 

446 

AuieriTnist 

an  4 

1  4  0 

01 
y  i 

4^ 

440 

■ 

Petrie  Stores 

66.0 

37.3 

1 H4  1. 

386 

■ 

Hartford  National 

80.4 

37. 1 

96 

446 

441 

453 

Kentucky  Utilities 

65.6 

-4.0 

112  4 

387 

394 

Parker-Hannifin 

Qn  l 
oU.  i 

__A  7 

1  0ft 
iZO 

OOO 

442 

485 

Rainier  Bancorp 

65.2 

6.2 

7«  At 

1 0  t( 

388 

353 

A^urphy  Oil 

70  7 

t  y.i 

1  7  1 

—  1  / .  1 

34^ 

1  7fl 

443 

471 

Southeast  Banking 

64.9 

1.3 

98  4 

389 

■ 

Ingersoll-Rand 

70  A 

/  y.o 

1^  1 

1  Q  1 

27.Q 
OOO 

444 

487 

Collins  &  Aikman 

64.9 

6.2 

Ol  4^ 

yi  »q 

390 

413 

Perkin-Elmer 

70  C 

/  y  .o 

n  a 

1  OA 
1  ZD 

3ftO 

ooy 

445 

■ 

United  States  Shoe 

64.9 

21.4 

OO  Al 

yy 

391 

432 

Consol  Freightways 

79.3 

6.4 

165 

314 

446 

■ 

Comdisco 

64.6 

77.6 

83  4# 

392 

436 

Stanley  Works 

78.3 

8.1 

115 

413 

447 

■ 

Coleco  Industries 

64.2 

D-P 

76  4^ 

393 

■ 

National  Distillers 

77.2 

51.7 

159 

323 

448 

403 

Rite  Aid 

63.9 

-20.8 

94  M 

394 

494 

Valley  National 

77.0 

27.4 

98 

443 

449 

■ 

Old  Republic  Intl 

63.9 

12.1 

64  45 

J95 

■ 

USLife 

76.2  4,368.0 

86 

466 

450 

■ 

Supermarkets  General 

63.7 

21.5 

133  3^ 
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FORBES,  APRIL  28,  1! 


We're  exploring  for  oil  from  the  Rocky  Mountains  to  Tunisia  and  produce  over  30%  of  Australia's  oil 
:eds.  We  have  rich  copper  in  Chile,  gold  in  New  Guinea  and  coal  in  New  Mexico.  Worldwide  we're  acquiring 
:w  mineral  and  energy  reserves  faster  than  we're  depleting  existing  ones.  We're  also  one  of  the  world's  most 
ficient  integrated  steel  makers. 

Last  year  we  lifted  worldwide  sales  by  32%  and  profit  by  21%. 

Gross  assets  approximate  US$10  billion. 

To  learn  more,  phone  or  write  to  DenysHarraway,  The  Broken  Hill  Proprietary  Company, 
>0  California  Street,  San  Francisco,  California.  94104.  Tel:  (415)  774  2288.  BHCI  107( 


Did  you  know  that  the  worlds  largest 
passenger  ship  now  cruises  the 
Caribbean  under  the  Norwegian  flag? 


Head  office: 

Wholly  owned  subsidiaries: 

OSLO: 

Den  norske  Credilbank 
Kirkegt  21  Phone  (2)  48 10  50 

AMSTERDAM: 

OnC  Ship  Mortgage  International  Bank  NV 
Keizersgracht  530  534  Phone  (20)22  2912 

HONG  KONG: 
DnC  Limited 

Two  Exchange  Sguare  16th  floor  Phone  526  59  26 

HOUSTON: 

Den  norske  Credilbank  Finance  Corporation 
1100  Milam.  Suite  2770  Phone  (713)  757 12  81 

Representative  offices  Bating.  Cairo.  Dubai.  Dusseldort,  Gothenburg  (exp  lo  operate  as  subsidiary  May  1986).  Hamburg,  Hong  Kong,  Houston,  Osaka  Rotterdam.  Sao  Paulo,  Sydney  and  Tokyo  Consultants  Bangkok,  Jakarta  an' 


Pips  you  realize  good  ideas. 


One  autumn  day,  six  years  ago,  Knut  Kloster,  a  Norwegian 
shipowner,  came  to  DnC  with  an  idea.  He  wanted  to  buy  a 
huge  Atlantic  steamer  and  convert  it  to  a  modern  cruise 
vessel. 

The  ship  in  question  was  not  just  any  ship.  She  was  the 
S/S  France,  the  world's  largest  passenger  ship,  out  of 
operation  because  of  the  price  of  oil.  But  according  to 
Mr.  Kloster  the  ship  represented  an  interesting  and 
profitable  future  as  a  cruise  vessel. 


DnC  saw  the  possibilities  and  arranged  a  suitable  financial 
package.  Today,  she  is  the  S/S  Norway,  with  a  commanding 
position  in  Norway's  cruise  fleet. 

DnC  —  a  name  worth  remembering. 

DnC  is  the  emblem  of  Norway's  leading  bank,  Den  norske 
Creditbank.  In  order  to  establish  the  DnC  group  identity 
worldwide  -  those  wholly  owned  banks  and  offices  which 
previously  did  not  bear  the  DnC  name  have  changed  their 
name  during  the  early  part  of  1986. 

Our  strength  lies  in  our  know-how  and  creativity.  In  all 
areas  of  international  banking  and  corporate  finance.  The 
DnC  Group  -  where  good  ideas  can  be  realized. 

Nordic  American  Banking  Corporation 
has  therefore  changed  its  name. 

We  are  part  of  Den  norske  Creditbank  -  known  around  the 
world  as  DnC  -  Norway's  leading  bank.  Effective 
18  February  1986  our  name  is: 
DnC  America  Banking  Corporation. 

DnC  America  Banking  Corporation 
NewYork  [^flC 


Branch: 


LONDON 

Den  norske  Creditbank  PLC 
20.  SI  Dunstarfs  Hill  Phone  I 


16211111 


LUXEMBOURG 

Den  norske  Creditbank  (Luxembourg)  S  A 
21,  Bd  du  Prince  Henri  Phone  21 101 


NEW  YORK: 

DnC  America  Banking  Corporation 
600  Filth  Avenue  Phone  (212)  315  6500 


SINGAPORE: 

Den  norske  Creditbank,  Singapore  Branch 

22-01  Robma  House,  1  Shenlon  Way  Phone  220  6144 


The  Forbes  Profits  500 


Rank 
1985  1984 

Company 

Net 
profits 
($mil) 

Change 
over 
1984 

% 

Cash 
flow 
($mil) 

Cash 
flow 
rank 
1985 

Rank 
1985  19K4 

Company 

Net 
profits 
($mil) 

Change 
over 
1984 

% 

Cash 
flow 
[$mil] 

A  OT 

CityFed  Financial 

62.9 

1.4 

76 

484 

476 

491 

Iowa-Illinois  G&E 

59.3 

-2.2 

H5 

B 

Leaseway  Transport 

62.5 

104.8 

218 

260 

477 

a 

Boatmen's  Bancshares 

59.2 

91.5 

79 

A  £M 

Tambrands 

62.2 

10.0 

70 

490 

478 

Nucor 

58.5 

31.3 

90 

454 

482 

Questar 

61.7 

-0.5 

118 

404 

479 

■ 

Mattel 

58.1 

29.7 

67 

455 

■ 

GlenFed 

61.5 

33.6 

102 

439 

480 

46 

Dow  Chemical 

58.0 

-89.4 

1,035 

AH  Robins 

61.4 

D-P 

78 

480 

481 

498 

Prime  Computer 

57.8 

-3.2 

107 

Continental  Corp 

61.3 

-79.9 

100 

441 

482 

Meridian  Bancorp 

57.6 

39.3 

68 

4  JO 

2>y  f 

InterFirst 

61.1 

-48.2 

112 

419 

483 

Ex-Cell-O 

57.6 

1.3 



89 

459 

■ 

Wisconsin  P&L 

60.7 

4.1 

130 

379 

484 

a 

Wisconsin  Public  Svc 

57.4 

2.0 

123 

460 

373 

Harris  Corp 

60.7 

-33.1 

183 

291 

485 

I 

Shawmut 

57.3 

31.4 

75 

461 

Liz  Claiborne 

60.6 

44.5 

64 

495 

486 

Rubbermaid 

57.1 

21.9 

87 

475 

Atlantic  City  Electric 

60.5 

-4.4 

103 

438 

487 

Giant  Food 

57.0 

26  1 

94 

463 

Harsco 

60.5 

27.1 

110 

422 

488 

480 

Witco 

56.8 

-9.3 

108 

464 

■ 

Society 

60.3 

38.3 

74 

4K7 

489 

329 

Dayton  Power  &  Lt 

56.5 

-45.5 

113 

465 

460 

Willamette  Inds 

60.2 

-9.0 

125 

391 

490 

Monarch  Capital 

56.3 

102.3 

56 

466 

454 

Lubrizol 

60.2 

-11.1 

109 

423 

491 

Great  A&P  Tea 

56.1 

10.5 

134 

467 

g 

Weis  Markets 

60.1 

8.8 

76 

483 

492 

EG&G 

55.7 

4.1 

71 

468 

g 

Fleming  Cos 

60.1 

211 

94 

447 

493 

Dreyfus 

55.6 

44.0 

57 

469 

444 

Tecumseh  Products 

60.1 

-15.1 

86 

467 

494 

Yellow  Freight  System 

55.5 

25.9 

136 

470 

■ 

Beverly  Enterprises 

59.8 

27.3 

133 

372 

495 

State  Street  Boston 

55.3 

12.8 

63 

4/1 

AGO 

Snap-on  Tools 

59.7 

0.2 

73 

488 

*♦  sO 

First  Federal  Mich 

55.1 

101.6 

64 

472 

485 

Lowe's  Cos 

59.7 

-2.8 

81 

475 

497 

Cincinnati  Financial 

55.0 

5.5 

60 

473 

■ 

Brooklyn  Union  Gas 

59.7 

6.3 

92 

454 

498 

433 

Equitable  Resources 

55.0 

-25.9 

75 

474 

473 

Arkla 

59.7 

-6.5 

120 

399 

499 

Sysco 

54.8 

13.4 

82 

475 

■ 

Central  Hudson  G&E 

59.7 

16.7 

84 

472 

500 

American  Family 

54.6 

23.6 

60 

■  Not 

on  500  lis 

in  1984    D  P:  deficit  to  profit 

34  120  12* 
1.125  324  Wn 
5.1 10  m  JlVi 
l.»  12 

72 

42 
51 

sutm 

.24  1,3  9 

10. 
.60  1.6  1 
i.54  8.0  13 
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Get  Street  Smart 
every  week  with 
Louis  Rukeyser. 

Louis  Rukeyser  translates  the  complexities  of  money,  the 
economy  and  Wall  Street  into  straight  talk.  With  warmth,  wit 
and  wisdom.  On  "Wall  Street  Week  with  Louis  Rukeyser". 
Public  television's  highest  rated  public  affairs  program.  Now 
celebrating  its  15th  anniversary.  Watch  every  Friday  evening 
and  get  street  smart. 


Wall  Street  Smart. 


Check  your  local  Public  Television  listing  for  time  and  chann 

Underwritten  nationally  by:  HILTON  HOTELS  CORPORATION 
PRUDENTIAL-BACHE  SECURITIES 
SPERRY  CORPORATION 


TREET  WEEK  KIJTH  LQUJS  HJhEVSEH 


A  national  program  service  of  Maryland  Public  Television 
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This  is  the  place  for  your 
transportation  company  to  spin  its 
wheels.  Not  on  the  road. 


Leaseway  Transportation.  A  1.4-billion- 
dollar  family  of  companies  with  services  in  truck 
leasing  and  rental,  maintenance,  personnel 
leasing,  contract  carriage,  common  carriage, 
distribution  center  services,  bulk  transport,  and 
logistics  consulting. 

Put  Leasewa/s  innovation  to  work  for  you. 


I 


Leaseway  Transportation  Inquiry  Center  •  PO  Box  6212 
Cleveland.  OH  44101 

Attention  Mr.  C  Mark  Jones  •  Vice  President.  Marketing  and  Sales 
Send  me  more  information  on  Leaseway s  innovative  services 


.Title  . 


v  flexibility  and  efficiency  both  require  new 
isportation  technology.  The  kind  pioneered 
.easeway  Transportation  companies.  A 
or  auto  maker,  for  example,  discovered  that 

computerized  routing  and  scheduling 
tern  cut  overall  distribution  costs  by  23%. 

Our  technological  advantage  enables  us 
lustom-tailor  packages  of  services  more 
ductively  than  other  distribution  companies, 
m  Full-Service  Leasing  to  bulk  carriage 
:ontract  carriage.  From  just-in-time  delivery 
>ersonnel  leasing.  From  warehousing  to 
isolidation.  It's  in  the  coordination  of  these 
Itiple  Leaseway®  transportation  services 
t  the  most  innovative  and  dramatic  distri- 
ion  cost  savings  occur. 

Contact  us  at  1-800-428-0042.  In  Ohio, 
00-428-0028.  Or  mail  the  coupon  today 

.easeway  group  of  companies  includes:  Anchor  Motor  Freight,  Inc  •  Fleet  Transport  Company,  Inc  •  Midwestern  Distribution,  Inc  •  Refiners  Transport 
minal  Corporation  •  Signal  Delivery  Service,  Inc. 

I  Leaseway  Transportation  Corp 


Name:  

Telephone: 
Company  _ 
Address:  


|  City:. 


.State: 


.Zip:. 


FBS42886 


J§r  Leaseway 

~Ww  Transportation 


The  Forbes  Assets  500 


When  the  dust  settled  on  last  year  s 
mergers  and  divestitures,  the  combined 
assets  of  this  500  list  changed  little. 


c 


hicago-based  merger  con- 
sultant W.T.  Grimm  &  Co. 
counts  $180  billion  of  deals 
for  1985,  up  47%  from  the  record  set 
in  1984.  With  all  these  takeovers, 
why  hasn't  there  been  much  growth 
in  total  assets  of  the  largest  compa- 
nies? Because  divestitures  are  al- 
most as  much  in  style  as  takeovers. 
In  last  year's  3,001  deals  for  which 
Grimm  was  able  to  get  information,  there  were  1,218 
divestitures,  up  37%  from  the  year  before.  Managers,  it 
seems,  have  gotten  wise  to  the  fact  that  it's  not  the 
company  with  the  most  assets  in  the  end  that  wins.  It's  the 
company  that  makes  the  most  efficient  use  of  capital. 

Assets  of  the  500  companies  on  this  list  total  $5.1 
trillion,  up  from  the  $4.6  trillion  reported  last  year.  That, 
after  inflation,  is  roughly  a  6%  growth.  Much  of  the 
growth,  moreover,  came  in  the  form  of  paper  assets  at 
financial  institutions,  not  physical  assets.  Antitrusters 
would  have  a  hard  time  proving  that  the  big  are  getting 
bigger  at  the  expense  of  the  rest  of  the  economy. 


Change 

over 

Rank 

Assets  1984 

1985  1984 

Company 

l$mil)  % 

1  1 

Citicorp 

173,597  15.3 

2  2 

BankAmerica 

118,541  0.7 

3  3 

Fedl  Natl  Mortgage 

99,087  12.1 

4  9 

Phibro-Salomon 

88,601  51.8 

5  4 

Chase  Manhattan 

87,685  0.9 

Among  the  asset-acquirers:  Philip 
Morris,  applying  its  cash  hoard  out- 
side of  tobacco,  a  business  with  lim 
ited  growth  opportunities,  pur 
chased  General  Foods.  That  raised 
Philip  Morris'  assets  and  left  a  hole 
on  the  500  list  for  another  large  com 
pany  to  move  into.  But  at  the  same 
time  plenty  of  big  companies,  espe 
cially  oil  companies,  were  shrink 
ing.  Amoco  and  Atlantic  Richfield  responded  to  the  reali 
ties  of  lower  energy  prices.  For  Phillips  Petroleum  it  was 
part  of  an  antitakeover  defense  strategy.  Occidental  Petro 
leum's  housecleaning  in  1985  (5.6%  reduction  in  assets 
helped  to  make  room  for  the  planned  acquisition  of  pipe 
liner  MidCon. 

Beatrice  slimmed  down  18%  from  its  1984  acquisition  of 
Esmark.  Next  year  it  will  probably  vanish.  It  is  going  private 
in  a  $6.25  billion  deal  with  Kohlberg  Kravis  Roberts. 

Number  500  on  this  list  is  Life  Investors,  with  assets  of 
$2.3  billion,  a  10%  increase  from  last  year's  cutoff  of  $2.1 
billion. 


Winners 

Losers 

The  winners  in  asset  growth 

The  laggards  in  asset  growth 

Rank 

1985 

1984 

Company 

Assets 
l$mil) 

Change 
over 
1984 

% 

Rank 

1985 

1984 

Company 

Assets 
($mil) 

Chan 
ove 
198 

% 

321 

■ 

Revlon  Group 

3,762 

748.3 

430 

232 

Public  Service  Ind 

2,721 

-44 

120 

486 

Textron 

10,348 

368.2 

435 

295 

Fluor 

2,679 

-28 

184 

■ 

Baxter  Travenol  Labs 

6,839 

241.8 

432 

304 

American  S&L  Fla 

2,694 

-26 

152 

340 

Coastal  Corp 

8,294 

151.7 

492 

374 

Warner-Lambert 

2,358 

-18 

78 

148 

First  Union 

16,567 

126  3 

188 

134 

RCA 

6,702 

-18 

■  Not  on  500  list  in  1984 
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The  Forbes  Assets  500 


Change 

over 

ank 

Assets 

1984 

1984 

Company 

(Smil) 

% 

c 

iTLiis  njuuvcr 

76,526 

1.1 

8 

American  Express 

74,777 

20.9 

6 

JP  Morgan 

69,375 

8.2 

7 

Exxon 

69,160 

9.3 

10 

Sears,  Roebuck 

66,417 

16.4 

12 

General  Motors 

63,643 

22.4 

13 

Aetna  Life  &  Cas 

58,294 

14.2 

1 1 

Chemical  New  York 

56,990 

9.1 

14 

Security  Pacific 

53,503 

16.0 

17 

IBM 

52,634 

23.0 

16 

Bankers  Trust  NY 

50,581 

11.9 

15 

First  Interstate 

48,991 

7.6 

26 

Merrill  Lynch 

48  1 17 

56.0 

34 

First  Boston 

45,531 

80.0 

21 

Ciena 

44,736 

14.6 

18 

Mobil 

41,752 

-0.2 

23 

Travelers 

41,642 

14.3 

20 

American  Tel  &  Tel 

40,463 

1.6 

24 

Chevron 

38,899 

7.0 

19 

First  Chicago 

38,893 

-2.4 

25 

ITT 

37,849 

20.8 

22 

Texaco 

37,703 

-0.1 

27 

Mellon  Bank 

33,406 

9.2 

30 

Ford  Motor 

31,366 

14.3 

28 

Continental  Illinois 

30,528 

0.4 

29 

Wells  Fargo 

29,429 

4.4 

44 

Bank  of  Boston 

28,296 

28.2 

31  Finl  Corp  of  America 

27  375 

3.2 

36 

HF  Ahmanson 

27,229 

12() 

■ 

Bear  Stearns  Cos 

26,988 

28.7 

32 

GTE 

26,558 

0.7 

35 

General  Electric 

26,432 

6.9 

41 

First  Bank  System 

25,484 

13.6 

40  Gt  Western  Financial 

25,471 

8.1 

33 

Amoco 

25,198 

-2.1 

'  37 

EI  du  Pont 

25,140 

4.3 

39 

BellSouth 

25,008 

5.6 

45 

Marine  Midland 

23,386 

6.0 

47 

RepublicBank 

23,206 

7.5 

50 

MCorp 

22,586 

9.1 

46 

InterFirst 

22,071 

2.1 

57 

EF  Hutton  Group 

21,749 

19.8 

54 

Irving  Bank 

21,651 

14.1 

48 

Norwest 

21,419 

0.3 

52 

American  General 

20,668 

7.7 

51 

Nynex 

20,600 

3.8 

56 

Tenneco 

20,437 

12.3 

43 

Atlantic  Richfield 

20  279 

-8.4 

49 

Texas  Commerce 

20,076 

-3.2 

55 

Bell  Atlantic 

10  78.S 

5.9 

69 

NCNB 

19,754 

26.0 

58 

Pacific  Telesis 

19,538 

8.1 

■ 

SunTrust  Banks 

19,406 

22.9 

59 

Southwestern  Bell 

19,291 

6.9 

63 

Pacific  G&E 

19,098 

10.2 

t  on  500 

list  in  1984. 

Rank 


Change 
over 

Assets  1984 


1985 

1984  Company 

(Smil) 

% 

61 

60 

CalFed 

19,005 

7.4 

62 

72 

PNC  Financial 

18,778 

26.3 

63 

7  1 

Bank  of  New  York 

18,486 

22.0 

04 

Of 

Southern  Company 

18,467 

10.2 

65 

JO 

United  States  Steel 

18,446 

-2.9 

66 

62 

Standard  Oil 

18,330 

4.8 

67 

61 

American  Info  Tech 

18,149 

2.9 

68 

Aft 
oo 

Commonwealth  Ed 

18,114 

11.1 

69 

US  West 

17,975 

5.6 

70 

Bank  of  New  England 

17,804 

-9.5 

71 

■ 

First  Wachovia 

17,707 

12.7 

72 

1 1 7 

Philip  Morris  Cos 

17,429 

86.6 

73 

/  U 

Xerox 

17,163 

11.4 

74 

74 

]  7, 1  53 

25.0 

75 

1  1  o 

R|  Reynolds  Inds 

16,930 

82.6 

76 

64 

First  City  Bancorp 

16,819 

-2.9 

77 

73 

NBD  Bancorp 

16,676 

1  7  2 

78 

1  A  ft 

First  Union 

16,567 

126.3 

79 

84 

Paine  Webber  Group 

1  li,47() 

34.0 

80 

7ft 

Loews 

16, 120 

28.4 

81 

89 

American  Intl  Group 

15,571 

33.9 

82 

82 

Republic  New  York 

15,324 

23.8 

83 

ft  1 

Barnett  Banks  Fla 

14,829 

18.6 

84 

ba 

GlenFed 

14,75 1 

26.5 

85 

on 

Student  Loan 

14,450 

24.4 

86 

66 

Phillips  Petroleum 

14,045 

-17.2 

87 

80 

T  •  

Transamenca 

13,751 

10.0 

88 

79 

Middle  South  Utils 

13,656 

8.8 

89 

75 

American  Electric 

13,621 

0.5 

90 

139 

Citizens  &  So  Ga 

13,591 

69.2 

91 

77 

Lincoln  National 

13,550 

7.5 

92 

135 

Allied-Signal 

13,271 

62.1 

93 

76 

Sun  Company 

12,923 

1.0 

94 

102 

Procter  &  Gamble 

12,745 

26.8 

95 

95 

First  Fidelity  Bncp 

12,620 

18.2 

96 

93  Southern  Calif  Edison 

12,5^)3 

10.9 

97 

124 

Chrysler 

12,582 

38.8 

98 

91 

Burlington  Northern 

12,512 

9.5 

99 

83 

National  City 

12,505 

1 . 1 

100 

94 

Eastman  Kodak 

12,135 

12.7 

101 

96 

Golden  West  Finl 

12,130 

14.2 

102 

103 

Household  Intl 

11,929 

18.8 

103 

92 

Dow  Chemical 

1 1,830 

3.6 

104 

87 

Santa  Fe  Southern 

1 1,808 

1.4 

105 

85  Occidental  Petroleum 

1 1,586 

-5.6 

106 

99 

Gulf  &  Western  Inds 

11,519 

1 1.8 

107 

106 

Continental  Corp 

1 1,495 

16.7 

108 

88 

CSX 

1  1 ,494 

—  i  .z 

10') 

107 

CoreStates  Financial 

1 1,080 

12.5 

110 

105 

Southeast  Banking 

1 1,052 

12.0 

111 

108 

Texas  Utilities 

10,867 

11.4 

112 

123 

Banc  One 

10,823 

18.9 

113 

100 

Unocal 

10,797 

i  8 

114 

98 

Union  Pacific 

10,710 

3.1 

115 

97 

Union  Carbide 

10,581 

0.6 

Change 

over 

Rank 

Assets 

1984 

1985 

1984 

Company 

(Smil) 

% 

116 

104 

United  Technologies 

10  528 

6.3 

117 

136 

JC  Penney 

10  522 

118 

109 

Pnhlir  Si-rviri-  I  X;  ( 
ruuiit  Jti vitc  totvj 

10  487 

ft  A 
O.O 

119 

151 

Midlantic  Banks 

10,355 

44.3 

120 

486 

Textron 

10,348 

368.2 

121 

111 

Allied  Bancshares 

10  246 

6  4 

122 

115 

First  Federal  Mich 

1  n  1  qa 

7  3 

123 

114 

Philadelphia  Electric 

10  165 

6.4 

124 

126 

Home  Federal  S&L 

10,019 

12.8 

125 

120 

9,991 

7.9 

126 

127 

Valley  National 

Q  nil 

10.1 

127 

181 

InterNorth 

9,893 

61.6 

128 

1 18 

Gibraltar  Financial 

O  ftA7 

A  A 
O.f 

129 

1 10 

\  1 1 1 1 1 1  1  IIJ 

9,770 

1.4 

130 

130 

Norfolk  Southern 

9,769 

12.7 

131 

158 

AmeriTr  ust 

J ,  1  \JO 

115 

132 

122 

Westinghouse 

y,ooz 

q  ft 

133 

133 

Sovran  Financial 

9  672 

16.7 

134 

125 

Detroit  Edison 

9,492 

5.8 

135 

152 

I\t  !  3 1 1  K  1 

9,264 

(0  s 

136 

131 

Boeing 

y  jZ'to 

y  .u 

137 

141 

Norstar  Bancorp 

ft  QQft 
0,770 

1  ^  ft 

138 

129 

Consolidated  Edison 

ft  QAZ. 

O.U 

139 

137 

EDI  i 

rrL  LiTOlip 

8,917 

9.3 

140 

167 

Monsanto 

8,877 

39.3 

141 

145 

Houston  Industries 

ft  707 

0,  /  y  1 

1  5  1 

142 

192 

Society 

8  749 

49  9 

143 

170 

First  Executive 

8  741 

38  3 

144 

142 

Beneficial  Corp 

8,709 

13.0 

145 

121 

Consumers  Power 

8,615 

-6.5 

146 

113 

Control  Data 

8  565 

-10.7 

147 

138 

Dominion  Resources 

ft  Aft  1 

A  7 

148 

144 

&  tnpnrin  Rri  not. 

8  371 

8.1 

149 

147 

US  Bancorp 

8,350 

1  1.4 

150 

143 

It  1IIHM  Rinrnrn 

8,349 

7.6 

151 

177 

Hartford  National 

8,343 

34.7 

152 

340 

Coastal  Corp 

ft  1QA 

1^17 

153 

101 

Beatrice 

ft  999 

 17  8 

154 

146 

CityFed  Financial 

8,234 

8.4 

155 

162 

Gt  Am  First  Savings 

8,211 

22.2 

156 

190  United  Virginia  Bksh 

8  100 

36  3 

157 

132 

Imperial  Corp  of  Am 

8  047 

—4.9 

158 

140 

Duke  Power 

8  024 

0  1 

159 

■ 

CrossLand  Savings 

8,022 

1.0 

160 

■ 

Fireman's  Fund 

7,987 

16.4 

161 

156 

Long  Island  Lighting 

7  954 

15  3 

162 

222 

UAL 

7  874 

ji.O 

163 

164 

Shawmut 

7  823 

20  2 

164 

149 

Maryland  National 

7, 792 

6  9 

165 

266 

Bank  of  Virginia 

7,745 

87.3 

166 

150 

Northern  Trust 

7,500 

3.8 

167 

■ 

Coast  S&L  Assoc 

7,470 

17.3 

168 

180 

USF&G 

7,454 

24.4 

169 

163 

Ohio  Edison 

7,290 

9.0 

170 

178 

McDonnell  Douglas 

7,268 

17.4 

ES,  APRIL  28,  1986 
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The  Forbes  Assets  500 

Rank 

1985     1984  Company 

Change 
over 

Assets  1984 
(Smil)  % 

Rank 
1985  1984 

Company 

Change 
over 
Assets  1984 
ISmil)  % 

Rank 

1985     1984  Company 

Assets 
(Smil) 

171 

194 

Rockwell  lntl 

7,261 

25.4 

226 

216 

Dart  &  Kraft 

5,502 

4.1 

281 

263 

Motorola 

4,370  1 

172 

160 

Michigan  National 

7,252 

7.1 

227 

197 

Sperry 

5,448 

-5.1 

282 

246 

Williams  Cos 

4,337 

173 

196 

Fleet  Financial 

7,122 

23.9 

228 

224 

Riggs  National 

5,434 

6.1 

283 

273 

Old  Kent  Financial 

4,323 

174 

199 

KeyCorp 

7,122 

26.7 

229 

214 

WR  Grace 

5,421 

1.7 

284 

■ 

Louisiana  Bancshares 

4,302 

175 

166 

Columbia  S&L 

7.1 16 

11.5 

230 

228 

California  First  Bank 

5,401 

8.0 

285 

303 

Transco  Energy 

4,241 

176 

323 

Boatmen's  Bancshs 

7,055 

102.6 

231 

195 

Texas  Eastern 

5,392 

-6.4 

286 

313 

Washington  Mutual 

4,238  ' 

177 

171 

Niagara  Mohawk 

7,014 

12.5 

232 

257  First  of  America  Bank 

5,326 

25  0 

287 

269 

South  Carolina  Natl 

4,212 

178 

173 

Manufacturers  Natl 

6,980 

12.3 

233 

240 

AZP  Group 

5,325 

14.4 

288 

327 

SouthTrust 

4,210 

179 

155 

Pennsylvania  P&L 

6,966 

0.8 

234 

225 

First  Security 

5,294 

3.7 

289 

355 

Lockheed 

4,184 

180 

176 

Goodyear 

6,954 

12.3 

235 

239 

First  Tennessee  Natl 

5,249 

12.7 

290 

274 

Baltimore  G&E 

4, 1 83  j 

181 

175 

Digital  Equipment 

6,914 

11.5 

236 

256 

AmSouth  Bancorp 

5,227 

22.1 

291 

301 

Kroger 

4,178 

182 

187 

Coca-Cola 

6,898 

15.8 

257 

253 

MeraBank 

5,219 

19.7 

292 

268 

American  Security 

4,155  , 

183 

2 1 S 

St  Paul  Cos 

6,898 

29.5 

238 

258 

American  Can 

5,215 

22.6 

293 

318 

Banco  Popular  PR 

4,142 

184 

■ 

Baxter  Travenol  Labs 

6,839  241.8 

239 

227 

Florida  Federal  S&L 

5, 1 75 

3.1 

294 

314 

First  Kentucky  Natl 

4,1  42 

185 

165  Central  &  South  West 

A  fi  1  7 
O,o  W 

A  1 
O.Z 

240 

219 

Centerre  Bancorp 

5,172 

-0.8 

295 

259 

Pacific  Lighting 

4,133 

186 

189 

Mercantile  Bancorp 

6,763 

13.8 

241 

226 

Carteret  Savings 

5,129 

1.7 

296 

312 

American  Fletcher 

4,131 

187 

185 

Fidelcor 

6,760 

13.1 

242 

238 

PacifiCorp 

5,122 

8  1 

297 

338 

Amer  Continental 

4,1 15 

188 

134 

RCA 

6,702 

-18.5 

243 

247 

Anheuser-Busch  Cos 

5,121 

13.2 

298 

287 

PPG  Industries 

4,084 

189 

183 

General  Re 

A  A&Q 

i  n  ^ 

244 

244 

Johnson  &  Johnson 

5,095 

12.2 

299 

297 

Allegheny  Power 

4,059 

190 

186 

Carolina  Power  &  Lt 

A  AQQ 

1  1  A 

245 

■ 

Home  Group 

5,087 

-0.4 

300 

296 

No  States  Power 

4,048 

191 

237 

State  Street  Boston 

6,653 

40.2 

246 

243 

Continental  Telecom 

5,074 

11.4 

301 

294 

First  Florida  Banks 

4,026 

192 

182 

Minn  Mining  &  Mfg 

6,593 

8.2 

247 

260 

Third  National 

5,045 

19.3 

302 

■ 

Perpetual  American 

4,018 

193 

203 

Capital  Holding 

6,588 

19.3 

248 

261 

McDonald's 

5,043 

19.2 

303 

349 

Citizens  Fidelity 

3,983 

194 

204 

First  Wisconsin 

A  A  77 

249 

236 

Honeywell 

5,034 

5.8 

304 

298 

NY  State  E&G 

3,977 

195 

218 

AMR 

A  A1  Q 

ZZ.  1 

250 

210 

Panhandle  Eastern 

5,026 

-6.4 

305 

305 

Eli  Lilly 

3,954  | 

196 

184 

Texas  Amer  Bcshs 

6,413 

6.3 

251 

308 

United  Financial 

4,989 

37.3 

306 

281 

Ashland  Oil 

3,943 

197 

169 

Alcoa 

6,354 

0.2 

252 

241 

Commerce  Bcshs 

4,924 

6.7 

307 

310 

NCR 



5,940 

198 

154 

LTV 

6,307 

-9.0 

253 

■ 

Entex 

4,907 

16.2 

308 

344 

Arizona  Bancwest 

3,939 

199 

311 

MidCon 

fj.f 

254 

242 

Merck 

4,902 

6.8 

309 

384 

American  Medical 

3,875 

200 

221 

Bay-Banks 

A  TAG 

Tin 
Z 1  .u 

255 

235 

Georgia-Pacific 

4,866 

1.7 

310 

291 

Eastern  Air  Lines 

3,870 

201 

234 

Hospital  Corp 

6,259 

29.6 

256 

262  United  Banks  of  Colo 

4,850 

15.1 

311 

351 

Central  Bancorp 

3,856 

202 

200 

Huntington  Bcshs 

6.24(1 

11.9 

257 

245 

Safeway  Stores 

4,841 

6.7 

312 

317 

Duquesne  Light 

3,854 

203 

207 

Meridian  Bancorp 

6,230 

13.4 

258 

233 

IC  Industries 

4,818 

-0.5 

313 

395 

Pillsbury 

3,848 

204 

168 

Amerada  Hess 

6,219 

-2.1 

259 

265 

Western  S&L 

4,807 

16.0 

314 

288 

No  Indiana  Pub  Svc 

3,833 

205 

191 

Union  Electric 

6,181 

5.1 

260 

278 

First  American 

4,789 

20.8 

315 

■ 

ICH 

3,810 

206 

174 

General  Public  Utils 

6, 1 76 

-0.6 

261 

283 

Safeco 

4,764 

22.6 

316 

370  United  Missouri  Bcsh 

3,807  . 

207 

206 

Northeast  Utilities 

6,148 

11.6 

262 

251 

Bethlehem  Steel 

4,743 

8.1 

317 

342 

Equitable  Bancorp 

3,804 

208 

159 

Champion  lntl 

6,098 

-10.5 

263 

279 

Marshall  &  Ilsley 

4,741 

19.8 

318 

306 

Bks  of  Mid-America 

3,803 

209 

193 

International  Paper 

6,039 

4.2 

264 

277 

Illinois  Power 

4,719 

19.0 

319 

320 

Consol  Natural  Gas 

3,798 

210 

172 

Caterpillar  Tractor 

6,016 

-3.3 

265 

264 

Continental  Bancorp 

4,718 

13.4 

320 

■ 

First  Commerce 

3,792  i 

211 

198 

Teledyne 

6,008 

5.1 

266 

■ 

CenTrust 

4,711 

17.4 

321 

■ 

Revlon  Group 

3,762  7, 

212 

188 

Weyerhaeuser 

6,005 

0.8 

267 

254 

Dominion  Bankshs 

4,689 

8.6 

322 

385 

Ryder  System 

3,741 

213 

211 

Florida  Natl  Banks 

5,981 

11.6 

268 

249 

Litton  Industries 

4,664 

4.2 

323 

339 

Torchmark 

3,740 

214 

229 

PepsiCo 

5,861 

18.4 

269 

213 

Halliburton 

4,662 

-12.9 

324 

316 

American  Natl  Ins 

3,738 

215 

202 

Greyhound 

5,853 

5.9 

270 

209 

Diamond  Shamrock 

4,618 

-14.4 

325 

334 

Southland 

3,736 

216 

220 

Columbia  Gas 

5,835 

12.2 

271 

248 

Burroughs 

4,556 

1.2 

326 

324 

TRW 

3,735 

217 

255 

Provident  Life  &  Acc 

5,812 

34.7 

272 

282 

MCI  Comm 

4,510 

15.8 

327 

350  SmithKline  Beckman 

3,733 

218 

223 

Hewlett-Packard 

5,769 

12.4 

273 

267 

First  Maryland  Bncp 

4,493 

9.4 

328 

345 

Bristol-Myers 

3,721 

219 

208 

'  'nil!  ;  relcconi 

5,767 

6.0 

274 

272 

Northeast  Savings 

4,492 

11.5 

329 

397 

Marine 

3,720  | 

220 

252 

Chubb 

5,763 

31.9 

275 

271 

Pfizer 

4,463 

10.3 

330 

413 

Old  Stone 

3,705  \ 

221 

212 

First  Pennsylvania 

5,652 

5.5 

276 

364 

General  Dynamics 

4,448 

46.6 

331 

290 

Kerr-McGee 

3,702  - 

222 

230 

Cleveland  Electric 

5,651 

14.7 

277 

284 

Bancorp  Hawaii 

4,439 

15  1 

332 

325  New  England  Electric 

3,687 

223 

201 

Deere 

5,615 

1.1 

278 

270 

United  Jersey  Banks 

4,428 

9  3 

333 

321 

First  Alabama  Bcshs 

3,684 

224 

231 

Gulf  States  Utilities 

5,556 

13.7 

279 

286 

Dayton-Hudson 

4,418 

16  3 

334 

373 

Marriott 

3,664  : 

225 

217  Federated  Dept  Stores 

5,527 

2.6 

280 

331 

Indiana  National 

4,391 

30.8 

335 

■ 

Howard  Savings  Bank 

3,656 

■  Not 

on  500  list  in  1984. 

fen 
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erdam  •  Athens  •  Belgrade  •  Berlin  •  Brussels  •  Bucharest  •  Budapest  •  Dubrovnik  •  Frankfurt  •  Geneiw  •  Hamburg  •  He/swfc;  •  Zstanfru/  •  Krafant;  •  Leningrad 

Pan  Am  Flies  lb 
More  Places  In  Europe 

Than  All  US.  Airlines 

Combined. 

When  youplan  to  go  to  Europe,  call  Pan  Am  first.  We 
have  so  many  flights  to  so  many  cities,  you  probably  won't 
have  to  make  a  second  call  to  anyone  else. 

Starting  April  27th,  we'll  be  offering  you  even  more- 
new  service  to  Oslo,  Helsinki,  Prague,  Krakow  and 
Stockholm,  as  well  as  new  nonstops  to  Shannon  and 
Milan*  And  Pan  Am  will  become  the  only  U.  S.  airline  to  fly 
into  Leningrad  and  Moscow! 

Only  Pan  Am  offers  you  over  200  flights  a  week  to 
more  cities  in  more  European  countries  than  any  other 
U.S.  airline.  With  a  schedule  like  this,  and  experience  like 
Pan  Am's,  why  fly  with  anyone  else? 


Pan  AmAbu  Can  t  Beat  The  Experience! 

Schedules  subject  to  change  without  notice.  *Milan  service  available  now. 


^^^^  ^ 


ndon  •  Milan  •  Moscow  •  Munich  •  Nice  •  Nuremberg  •  Oslo  •  Paris  •  Prague  •  Rome  •  Shannon  •  Stockholm  •  Stuttgart  •  Vienna  •  Warsaw  •  Zagreb  •  Zurich 


25,000  PROFESSIONALS 

In  any  service  business,  it's  common 
knowledge  that  you're  only  as  good  as  the  pec 
pie  you  hire. 

At  AIG,  American  International  Group  c 
Insurance  Companies,  25,000  business  profes 
sionals  work  together  to  meet  the  service  neec 
of  our  clients  in  today's  highly  competitive  an 
complex  society. 

Our  people  respond  quickly,  innovativel) 
and,  when  necessary,  draw  upon  resources  an 
contacts  in  practically  every  business  commu- 
nity throughout  the  world.  | 

A  DISCIPLINED  APPROACH 

Underwriting  is  our  basic  business.  For 
AIG  to  continue  to  be  successful,  we  will  mai 
tain  our  long-term  policy  of  quality  underwrit- 
ing for  profit. 

And  by  upholding  that  principle,  the  AIC 


Dmpanies  will  be  able  to  provide  new  cover- 
;es  for  the  world  market  as  needs  arise. 

THE  POLICY  AND  THE  PEOPLE 

The  soundness  of  our  policies  comes  from 
e  soundness  of  our  management.  Their  ex- 
rience  and  continuity  are  a  source  of  pride  and 
adership. 

They  are  also  your  assurance  that  we  can 
ovide  insightful  and  efficient  solutions  to  your 
;k  management  and  insurance  problems. 

So,  if  you're  involved  in  the  financial 
curity  of  your  company,  call  your  agent  or 
oker  and  ask  about  AIG.  Because  your  insur- 
ice  company  shouldn't  be  one  of  the  risks  you 
ive  to  manage. 

n  AMERICAN  INTERNATIONAL  GROUP 
OF  INSURANCE  COMPANIES 


Our  Policies  Are  Your  Best  Insurance. 


The  Forbes  Assets  500 


Rank 
1985  1984 


Company 


Change 
over 

Assets  1984 
l$mil)  % 


336 

347 

Archer  Daniels 

3,654 

13.1 

337 

289 

Reynolds  Metals 

3,647 

-3.6 

338 

■ 

Cooper  Industries 

3,636 

86.1 

339 

322 

Jefferson-Pilot 

3,616 

3.4 

340 

■ 

American  Savings 

3,614 

0.6 

341 

307 

Sonat 

3,570 

-1.9 

342 

276 

AMAX 

3,561 

-10.5 

343 

■ 

First  RR  &  Banking 

3,559 

28.7 

344 

333 

Delta  Air  Lines 

3,555 

6.1 

345 

336 

Scott  Paper 

3,517 

5.9 

346 

285 

American  Stores 

3,514 

-7.8 

347 

368 

Central  Fidelity  Bks 

3,51 1 

19.0 

348 

343 

CBS 

3,50V 

7.6 

349 

354 

Kimberly-Clark 

3,504 

10.4 

350 

337 

Florida  Progress 

3,494 

5.4 

351 

332  Washington  National 

3,474 

3.5 

352 

329 

Cullen/Frost  Bankers 

3,472 

2.7 

353 

353 

Abbott  Laboratories 

3,468 

9.3 

354 

367 

Moore  Financial 

3,459 

16.1 

355 

■ 

First  Jersey  Natl 

3,449 

34.0 

356 

362 

May  Dept  Stores 

3,442 

13.0 

557 

309 

Raytheon 

3,441 

-4.4 

358 

388 

First  Natl  Cincinnati 

3,419 

23.0 

359 

335 

American  Cyanamid 

3,405 

2.3 

360 

365 

American  Home 

3,395 

12.0 

361 

366 

Emerson  Electric 

3,370 

12.8 

362 

361 

Sara  Lee 

3,365 

10.2 

363 

379 

Toledo  Edison 

3,365 

17.5 

364 

■ 

Pacific  First  Finl 

3,360 

37.1 

365 

330 

Enserch 

3,358 

-0.2 

366 

358 

USLife 

3,327 

7.0 

367 

352 

Owens-Illinois 

3,306 

3.9 

368 

346 

Pennzoil 

3,300 

1.8 

369 

302 

Armco 

3,293 

-  10.7 

370 

328 

Boise  Cascade 

3,268 

-4.1 

371 

315 

Kaiser  Aluminum 

3,261 

-7.7 

372 

390 

First  Hawaiian 

3,242 

16.9 

373 

363 

Central  Bancshares 

3,240 

6.7 

374 

386 

Transohio  Finl 

3,212 

14.8 

375 

461 

US  Trust 

3,202 

37.7 

376 

396 

Combined  Intl 

3,196 

17.4 

377 

■ 

Berkshire  Hathaway 

3,181 

56.3 

378 

398 

Zions  Utah  Bancorp 

3,181 

17.3 

379 

402 

First  Virginia  Banks 

3,144 

17.0 

380 

381 

Citadel  Holding 

3,140 

10.4 

381 

371 

Fin  Cp  Santa  Barbara 

3,133 

7.6 

382 

348 

Dresser  Industries 

3,121 

1  9 

383 

425 

National  Medical 

3,116 

2  1  9 

384 

403 

Commerce  Union 

3, !  16 

16.0 

385 

480 

Wal-Mart  Stores 

3,104 

39.3 

386 

454 

No'western  Natl  Life 

3,093 

30.6 

387 

368 

San  Diego  G&E 

3,086 

4.6 

388 

326 

Texas  Instruments 

3,076 

-10.2 

389 

360 

BancOklahoma 

3,076 

0.4 

390 

a 

Pennbancorp 

3,076 

65.5 

Rank 
1985  1984 


Company 


Change 
over 

Assets  1984 
($mil)  % 


391 

415 

Time  Inc 

3,072 

17.5 

392 

466 

Toledo  Trustcorp 

3,051 

32.6 

393 

405 

Horizon  Bancorp 

3,030 

12.8 

394 

■ 

Western  Capital  Inv 

3,029 

0.2 

395 

383 

Walt  Disney 

3,027 

7.2 

396 

418 

Ethyl 

.3,023 

16.3 

397 

376 

Potomac  Electric 

3,020 

4  4 

398 

375 

Utah  Power  &  Light 

3,019 

4.1 

396 

406 

CPC  International 

3,017 

12.4 

400 

419 

Public  Service  NM 

3,010 

15.8 

401 

■ 

Chesebrough-Pond's 

3,008 

107.8 

402 

380 

Public  Service  Colo 

2,995 

4.7 

403 

356 

Cincinnati  G&E 

2,974 

-5.0 

404 

■ 

Wickes  Cos 

2,957 

125.2 

405 

401 

Colorado  Natl  Bkshs 

2,937 

9.1 

406 

377 

Borden 

2,932 

1.7 

407 

393 

Sumitomo  Bank  Cal 

2,907 

S  6 

408 

427 

HJ  Heinz 

2,877 

12.8 

409 

408  National  Bcshs  Texas 

2,877 

7.9 

410 

391 

Penn  Central 

2,874 

3.9 

411 

421 

Deposit  Guaranty 

2,864 

10.7 

412 

■ 

Hibernia 

2,864 

66.2 

413 

,382 

Guarantee  Financial 

2,860 

i)  6 

414 

410 

Humana 

2,832 

7.1 

415 

387 

Borg-Warner 

2,823 

1.4 

416 

416 

Eaton 

2,814 

7.7 

417 

422 

Colgate-Palmolive 

2,814 

9.6 

418 

359 

Celanese 

2,809 

-9.5 

419 

400 

Jim  Walter 

2,806 

4.2 

420 

389Farm  &  Home  Savings 

2,801 

0.8 

421 

453 

Bank  South 

2,788 

17.6 

422 

465  Georgia  Federal  Bank 

2,787 

20.6 

423 

432 

Schering-Plough 

2,773 

10.2 

424 

407 

Allied  Stores 

2,772 

3.6 

425 

378 

Trans  World  Airlines 

2,769 

-3.8 

426 

■ 

Branch  Corp 

2,766 

16.0 

427 

493 

First  Citizens 

2,765 

27.6 

428 

455 

Fifth  Third  Bancorp 

2,761 

16.9 

429 

443 

Campbell  Soup 

2,749 

12.7 

430 

232 

Public  Service  Ind 

2721 

-44.0 

431 

426 

Times  Mirror 

2,701 

5.7 

432 

304 

Amer  S&L  Fla 

2,694 

-26.2 

433 

446 

FMC 

2,691 

12.1 

434 

451 

Air  Prods  &  Chems 

2,687 

13.0 

435 

295 

Fluor 

2,679 

-28.6 

436 

467 

Dun  &  Bradstreet 

2,673 

16.8 

43^ 

424 

Public  Service  NH 

2,662 

3.8 

438 

404 

Murphy  Oil 

2,661 

-0.9 

439 

423 

Union  Camp 

2,661 

3.7 

440 

448 

Hercules 

2,659 

11.3 

441 

445 

Kansas  City  P&L 

2,654 

9.5 

442 

399 

Ralston  Purina 

2,653 

-1.8 

443 

471 

Farmers  Group 

2,652 

16.6 

444 

432 

North  Amer  Philips 

2,64.3 

5.0 

445 

417 

Inland  Steel 

2,632 

0.9 

Rank 

1985  1984 


Company 


Assets 
l$mil) 


446  429 


Gelco  2,600 


447     468        Dauphin  Deposit  2,598 


448 

476 

Downey  S&L 

2,591 

449 

430 

Wang  Laboratories 

2,591 

450 

452 

Portland  General 

2,579 

451 

4  56 

Merchants  National 

2,576 

452 

470 

Mercantile  Bkshs 

2,568 

453 

■ 

Fourth  Financial 

2,566 

454 

435 

Affiliated  Bshs  Colo 

2,552 

455 

441 

Wisconsin  Electric 

2,549 

456 

479 

First  Empire  State 

2,548 

457 

437 

Scana 

2,544 

458 

■ 

Conifer  Group 

2,543 

459 

464 

FW  Woolworth 

2,535 

460 

462 

RH  Macy 

2,531 

461 

440 

Centel 

2,521 

462 

4X3 

Whitney  Holding 

2,510 

463 

458 

Union  National 

2,510 

464 

■ 

Society  for  Savings 

2,507 

465 

411 

Valley  Federal  S&L 

2,500 

466 

■ 

PHH  Group 

2,490 

467 

■ 

Monarch  Capital 

2,486 

468 

481 

City  National 

2,473 

469 

■ 

FirsTier 

2,470 

470 

495 

Squibb 

2,453 

471 

409 

Pan  Am 

2,448 

472 

457 

Holiday  Corp 

2,448 

473 

■ 

Tribune 

2,446 

474 

■ 

Far  West  Financial 

2,426 

475 

■ 

Gillette 

2,425 

476 

475 

Dana 

2,424 

477 

472 

So  New  England  Tel 

2,424 

478 

431 

Crown  Zellerbach 

2,406 

476 

497  Great  Lakes  Fedl  S&L 

2,405 

480 

■ 

First  Bncp  of  Ohio 

2,404 

481 

485 

Puget  Sound  P&L 

2,401 

482 

412 

Firestone 

2,400 

483 

459 

Manville 

2,393 

484 

434 

GATX 

2,392 

485 

■ 

Northeast  Bancorp 

2,389 

486 

438 

First  Columbia  Finl 

2,388 

487 

492 

Peoples  Bancorp 

2,380 

488 

■ 

Geico 

2,378 

489 

477 

Upjohn 

2,377 

490 

■ 

Owens-Corning 

2,366 

491 

4'>N 

Sunwest  Financial 

2,360 

492 

374 

Warner-Lambert 

2,  358 

493 

494 

Kansas  Gas  &  Elec 

2,348 

494 

■ 

Northrop 

2,333 

495 

■ 

Wilmington  Trust 

2,328 

496 

■ 

NWA 

2,320 

497 

■ 

Gannett 

2,313 

498 

■ 

Union  Planters 

2,312 

499 

■ 

First  Capital 

2,299 

500 

■ 

Life  Investors 

2,291 

■  Not  on  500  list  in  1984 
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JEAN 


LASSALE 


YOU'LL  FIND  MORE  PARTS 
IN  THE  BRACELET  OF  THIS 
WARD-WINNING  THALASSA 

THAN  YOU  WILL  IN 
A  ROLLS-ROYCE  ENGINE! 


;---{  — 


Du're  looking  at  a  link  in  the  bracelet  of  perhaps 
most  beautiful  watch  in  the  world:  the  award- 
ningThalassa.  We've  taken  itapartto  make  a  point 
Dut  the  excellence  of  this  superb,  water-resistant 
epiece. 

i  the  rush  to  praise  technology,  people  often  lose 
it  of  the  thing  that  makes  watchmaking  an  art: 
idcrafting.  Jean  Lassale  never  forgets, 
takes  us  656  parts  to  craft  each  exquisitegold  and 
3l  Thalassa  bracelet.  Twelve  to  a  link, 
/-six  more  than  the  engine  of  a  Silver 
>ud?  which  has  a  mere  600  major 
ving  parts. 


Each  Thalassa  part  is  slipped  precisely  into  place 
by  hand.  If  you've  ever  assembled  a  model  ship  you 
know  what  that  entails. 

Perhaps  we  could  have  built  this  Thalassa  bracelet 
with  fewer  parts.  Butthen,  it  wouldn't  be  as  supple,  as 
flexible  or  as  fitting. 

With  fewer  parts,  Thalassa  might  still  have  won  the 
Laurel  d'Or  in  Monte  Carlo  as  Watch  of  the  Year. 
And  no  one  would  have  noticed.  But  we'd  know. 

And  you'd  know.  And  that  makes  all  the 
difference  in  the  world. 

Thalassa.  By  Jean  Lassale.  Perhaps  the 
most  beautiful  watch  in  the  world. 


WILLIAM  BARTHMAN 

ames  "Rolls  Royce"  and  "Silver  Cloud'  Jeweler  To  The  Financial  Dislrict  Since  1884 

sgiste'ed  trademarks  1 74  Broadway.  New  York,  NY  10038    (212)  732-0890 

e  are  600  major  moving  internal  parts  Corner  of  Maiden  I  .ane 

1  engine  of  a  Rolls-Royce  Silver  Cloud  Op™M«.-Fn«-5.»  MdwHWCUmAmfHd  AiiMarc.t*it.,a,H«»,cd                                              &  1985  Jean  Lassale,  Inc 


progress,  intelligently  planned. 
P  That's  how  the  dictionary 
iefines  telesis.  One  spring  day 
irly  forty  years  ago,  it  changed  the 
ipe  of  world  events  forever. 
June  5, 1947.  News  was  pouring 
)f  starvation  and  suffering  in  the 
r-torn  countries  of  Europe.  Great 
es  were  in  ruin,  and  production  was 
[  standstill.The  patient  is  sinking," 
rned  Secretary  Marshall,  "while 
doctors  deliberate!' 
The  time  had  come  for  action. 
And  so,  in  a  speech  delivered  to 
30  people  at  Harvard  University's 
nmencement  exercises,  the  Marshall 
n  was  born. 

"The  United  States!' declared  the 
:retary,  "should  do  whatever  it  is 
e  to  do  to  assist  in  the  return  of 
*mal  economic  health  to  the  world, 
hout  which  there  can  be  no  poli- 
d  stability  and  no  assured  peace!'  If 
European  nations  could  agree 
a  plan  for  recovery,  the  U.S.  would 
iy  its  full  financial  support. 
Marshall's  commitment  marked 
country's  first  major  step  in  its 
ft  from  a  policy  of  peacetime  isola- 
lism  to  one  of  peacetime  world 
dership.To  convince  the  public  that 
>  step  was  a  wise  one,  Marshall  and 
supporters  launched  a  massive 
ional  public  relations  campaign.  But 
'as  growing  political  unrest  abroad 
t  ultimately  provided  the  most 
quent  endorsement.  On  March  31, 
18—33  days  after  the  Soviet  take- 
ir  of  Czechoslovakia— the  European 
:overy  Program  was  passed. 


During  the  four  years  that  the 
Program  was  in  operation,  Congress 
appropriated  $13.3  billion  in  relief, 
supplying  the  fuel  needed  to  get  pro- 
duction rolling  again,  and  providing 
the  foundation  for  unprecedented 
growth  in  the  decades  to  follow. 

At  Pacific  Telesis,  we  salute  the 
special  kind  of  progress  guided  by 
those  for  whom  the  greatest  challenges 
are  also  the  greatest  opportunities. 

Today,  we're  faced  with  great  chal- 
lenges in  our  own  business,  as  legal 
and  technological  changes  revolution- 
ize the  telecommunications  industry. 
So  we're  moving  fast,  not  just  to  keep  up 
with  change,  but  to  thrive  on  it. We're 
entering  new  markets.  Developing 
and  deploying  new  technologies.Tak- 
ing  on  new  competitors.  And  entering 
new  lines  of  business— all  under  the 
leadership  of  the  same  management 
team  that  guided  us  successfully 
through  divestiture. 

At  Pacific  Telesis,  we're  committed  to 
progress,  intelligently  planned  in  every- 
thing we  do. That's  why  an  investment 
in  Telesis  is  an  investment  in  progress. 

To  find  out  more  about  us,  write 
Michael  McGreevy  Director,  Investor 
Relations,  140  New  Montgomery, 
San  Francisco,  CA  94105. 

PACIFIC(I|TELESIS 

Group 

Pacific  Bell  PacTel  InfoSystems  Pacific  Telesis  International 
Nevada  Bell  PacTel  Mobile  Companies  PacTel  Publishing 
PacTel  Communications  Systems  PacTel  Spectrum  Services 
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\              The  Forbes  Market  V  alue  500 

k 

k 

\ 

M 

Big-capitalization  stocks  did  well 
last  year.  But  not  quite  as  well  as 
the  overall  market. 

I 


B 


ETWEEN  (AN.   1  AND  DEC.  31, 

1985  the  total  market  value 
of  the  500  largest  American 
public  companies  increased  from 
$1,270  trillion  to  $1,573  trillion. 
That  is  a  23.9%  rise,  in  spite  of  equi- 
ty retirements  via  share  buybacks 
and  mergers.  (Last  year  retirements 
among  public  corporations  exceeded 
new  stock  issues  by  $59  billion, 
with  most  activity  among  the  top  500  companies.)  The 
Wilshire  index,  which  includes  small  stocks  along  with 
these  big  ones,  was  up  27.2%  in  1985,  and  that  index  is 
adjusted  so  that  equity  retirements  don't  penalize  it.  The 
Dow,  with  30  large-cap  issues,  was  up  27.7%. 

IBM,  the  most  valuable  firm  ($95.7  billion  at  year-end 
1985),  posted  a  26.9%  gain.  The  market  value  of  half  the 
companies  shot  up  30%  or  more.  GAF,  which  profited 
handsomely  from  its  failed  takeover  attempt  on  Union 
Carbide,  scored  the  biggest  gain,  a  rise  of  195%. 
Market  capitalization  declined  at  some  unfortunate  IBM 


Change 

Market  over 

Rank 

value  1984 

1985  1984 

Company 

($mil)  % 

1  1 

IBM 

95,697  26.9 

2  2 

Exxon 

40,273  14.3 

3  3 

General  Electric 

33,172  28.8 

4  5 

American  Tel  &  Tel 

26,733      M  i 

5  4 

General  Motors 

7,7  ~>53  -10.0 

competitors.  Among  them:  Wanj 
Laboratories,  off  23.4% ;  Apple  Com- 
puter, 22.4% ;  Data  General,  20% 

While  retirement  of  equity  was 
the  rule,  a  few  of  the  larger  firms 
issued  stock.  AMR,  the  Dallas-based 
airline,  sold  5  million  new  shares 
and  increased  its  market  capitahza 
tion  by  over  $200  million. 
Last  year  was  a  busy  one  for  deal- 
makers.  Their  fodder  included  Shell  Oil  (acquired  by  its 
Dutch  parent),  Nabisco  Brands  (R.J.  Reynolds),  Signal  Cosd 
(Allied),  General  Foods  (Philip  Morris)  and  Richardson- 
Vicks  (Procter  &  Gamble).  In  some  cases  the  acquisition 
pushed  the  buyer  up  the  list:  Allied  moved  up  from  1 1  lthj 
position  to  35th  in  becoming  Allied-Signal. 

As  stock  prices  began  rising  in  the  latter  part  of  198^ 
fewer  firms  found  it  as  attractive  to  buy  back  their  own] 
shares.  But  Chrysler,  which  has  a  low  P/E  multiple,  kept 
buying.  By  the  end  of  the  year  it  had  17%  fewer  shares 


Winners 

The  largest  increase  in  market  value 

Change 

over 

Rank 

Assets 

1984 

1985 

1984  Company 

(Smil) 

/o 

403 

■  GAF 

1,041 

195.1 

35 

1 1 1  Allied-Signal 

8,190 

185.9 

383 

■  Dreyfus 

1,084 

174.4 

439 

■          Ames  Dept  Stores 

953 

170.6 

247 

467        First  Union 

1,766 

1  54.4 

■  Not  on  500  list  in  1984. 

outstanding, 

which  helped  push  its  stock 

up  45.7%. 

Losers 

The  largest  decrease  in  market  value 

Rank 
1985  1984 

Company 

Assets 
(Smil) 

Chan 
ove( 
198^ 

% 

151  32 

Phillips  Petroleum 

2,754 

-60J 

126  39 

Unocal 

3,126 

-51. 

486  260 

Control  Data 

847 

-37 

453  273 

Texas  Commerce 

917 

-27. 

269  146 

Diamond  Shamrock 

j  nM 

-26.1 

150 
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rtk 

1984  Company 

Change 
Market  over 
value  1984 
(Smil)  % 

Rank 
1985  1984 

Company 

Change 
Market  over 
value  1984 
(Smil)  % 

Rank 

1985  1984 

Company 

Change 
Market  over 
value  1984 
(Smil)  % 

8 

EI  du  Pont 

16,333 

37.7 

61 

76 

Xerox 

5,763 

58.7 

116 

182 

Baxter  Travenol  Labs 

3,327 

79.4 

7 

Amoco 

16,009 

115 

62 

49 

Commonwealth  Ed 

5,721 

16.5 

117 

179 

Fort  Howard  Paper 

3,292 

75.8 

14 

BellSouth 

14,958 

47.1 

63 

44 

Sun  Company 

5,619 

8.2 

118 

114 

United  States  Steel 

3,285 

17.3 

9 

Sears,  Roebuck 

14,153 

23.3 

64 

89 

JP  Morgan 

5,604 

70.9 

119 

135  Federated  Dept  Stores 

3,251 

29  S 

12 

Chevron 

13,043 

22.0 

65 

102 

RCA 

5,386 

81.7 

120 

134 

Dominion  Resources 

3,225 

28.2 

1 1 

Mobil 

12,353 

117 

66 

62 

United  Technologies 

5,377 

22.2 

121 

156 

RH  Macy 

3,205 

53.5 

23 

American  Express 

1  1,771 

44  ! 

67 

60 

Rockwell  Intl 

5,342 

19.0 

122 

1 13 

Lockheed 

3,204 

12.6 

17 

Procter  &  Gamble 

11,701 

22.8 

68 

64 

ITT 

5,340 

30.1 

123 

143 

Campbell  Soup 

3,193 

42.3 

15 

Standard  Oil 

11,698 

18.5 

69 

132 

Beatrice 

5,201 

102.9 

124 

98 

Alcoa 

3,133 

4.4 

13 

Atlantic  Richfield 

11,458 

10.1 

70 

74 

Norfolk  Southern 

5,118 

38.7 

125 

139 

Sperry 

3,128 

33.3 

10 

Eastman  Kodak 

11,426 

2.2 

71 

84 

Burlington  Northern 

5,022 

46.0 

126 

39 

Unocal 

3, 1 26 

5  1  4 

22 

Coca-Cola 

10,872 

33.2 

72 

72 

Gannett 

4,918 

30.5 

127 

165 

Gulf  &  Western  Inds 

3,098 

55.6 

20 

Ford  Motor 

10,794 

27.7 

73 

110 

General  Re 

4,860 

69.1 

128 

88 

Hospital  Corp 

3,090 

-7.1 

25 

Bell  Atlantic 

10,636 

32.8 

74 

130 

Union  Carbide 

4,792 

85.1 

129 

1  ?8 

Philadelphia  Electric 

3,087 

27.9 

L6 

Philip  Morris  Cos 

10,548 

7.8 

75 

69 

Consolidated  Edison 

4,776 

19.6 

130 

147 

Kimberly-Clark 

3,069 

41.0 

27 

American  Info  Tech 

10,368 

37.7 

76 

70 

Chrysler 

4,694 

20.8 

131 

223 

Federal  Express 

3,058 

89.6 

18 

Minn  Mining  &  Mfg 

10,283 

12.5 

77 

91 

Cigna 

4,653 

45.4 

132 

122 

Dow  (ones 

3,046 

13.5 

28 

Nynex 

9,881 

32.4 

78 

67 

Motorola 

4,638 

15.7 

133 

141 

Humana 

3,043 

33.5 

21 

GTE 

9,745 

17.4 

79 

80 

CSX 

4,610 

28.4 

134 

199 

American  General 

3,039 

74.6 

37 

Johnson  &  Johnson 

9,623 

45.7 

80 

68 

American  Electric 

4,572 

14.1 

135 

144 

Houston  Industries 

3,039 

35  8 

36 

Merck 

9,614 

41.8 

81 

95 

Dayton-Hudson 

4,454 

45.9 

136 

140 

PPG  Industries 

3,023 

31.4 

26 

American  Home 

9,487 

23.6 

82 

61 

K  mart 

4,455 

1.1 

137 

187 

Schering-Plough 

3,007 

64.7 

19 

Hewlett-Packard 

9,462 

8.7 

83 

112 

Loews 

4,442 

55.7 

138 

107 

McDonnell  Douglas 

2,994 

3.5 

30 

Bristol-Myers 

9,146 

27.2 

84 

93 

Travelers 

4,375 

38.7 

139 

151 

Marsh  &  McLennan 

2,991 

39.6 

33 

Pacific  Telesis 

9,085 

31.9 

85 

106 

HJ  Heinz 

4,32ft 

47.8 

140 

94 

Halliburton 

2,988 

-3.4 

42 

Wal-Mart  Stores 

8,958 

68.7 

86 

136 

Kellogg 

4,287 

74.1 

141 

97 

General  Dynamics 

2,919 

-2.8 

31 

Southwestern  Bell 

8,518 

21.0 

87 

109 

Squibb 

4,278 

48.7 

142 

155 

Capital  Cities/ABC 

2,918 

37.8 

35 

US  West 

8,469 

24.7 

88 

96 

Public  Service  E&G 

4,165 

38.3 

143 

131 

Burroughs 

2,887 

12.2 

34 

Pfizer 

8,295 

22.1 

89 

87 

Raytheon 

4,165 

23.1 

144 

158 

Toys  "R"  Us 

2,877 

38.7 

111 

Allied-Signal 

8,190 

185.9 

90 

150 

Upjohn 

4,140 

92.6 

145 

169 

Marriott 

2,856 

46.3 

46 

Abbott  Laboratories 

8,177 

62.9 

91 

82 

|C  Penney 

4,137 

19.9 

146 

142 

General  Mills 

2,849 

26.4 

48 

American  Intl  Group 

8,126 

63.8 

92 

99 

Caterpillar  Tractor 

4,132 

37.7 

147 

194 

Chase  Manhattan 

2,802 

60.1 

41 

Boeing 

8,109 

47.3 

93 

86 

Texas  Utilities 

4,124 

21.6 

148 

244 

Berkshire  Hathaway 

2,787 

94.4 

38 

Digital  Equipment 

7,957 

22.6 

94 

71 

Weyerhaeuser 

?,995 

5.6 

149 

78 

Wang  Laboratories 

2,756 

-23.4 

29 

HI  Reynolds  Inds 

7,862 

5.6 

95 

125 

NCR 

i/UO 

48.5 

150 

196 

Sara  Lee 

2,756 

57.9 

43 

Dow  Chemical 

7,797 

49.1 

96 

128 

Time  Inc 

3,900 

50.1 

151 

32 

Phillips  Petroleum 

2,754 

-60.2 

53 

Eli  Lilly 

7,777 

64.7 

97 

79 

AMP 

3,887 

8.1 

152 

133 

Georgia-Pacific 

2,735 

6.7 

24 

Texaco 

7,168 

-11.6 

98 

108 

Teledyne 

3,868 

34.3 

155 

168 

Melville 

2,730 

38.6 

59 

McDonald's 

6,925 

53.6 

99 

225 

Limited 

3,745 

132.9 

154 

149 

CBS 

2,717 

26.3 

58 

Westinghouse 

6,844 

49.9 

100 

115 

Times  Mirror 

3,713 

33.8 

155 

137 

American  Cyanamid 

2,697 

10.8 

45 

Pacific  G&E 

6,747 

30.0 

101 

173 

MCA 

3,691 

914 

156 

275 

MidCon 

2,691 

1 16.0 

55 

Phibro-Salomon 

6,447 

39.1 

102 

83 

Monsanto 

3,665 

6.4 

157 

215 

May  Dept  Stores 

2,673 

63.0 

50 

Citicorp 

6,388 

30.6 

103 

167 

Walt  Disney 

3,655 

84.9 

158 

171 

Pillsbury 

2,668 

38.0 

66 

PepsiCo 

6,381 

58.5 

104 

1  52 

Tandy 

3,638 

70.0 

159 

184 

Archer-Daniels 

2,665 

44.4 

47 

Dun  &  Bradstreet 

6,366 

27.6 

105 

153 

Waste  Management 

3,624 

69.5 

160 

104 

Texas  Instruments 

2,655 

-9.7 

65 

Dart  &  Kraft 

6,279 

53.8 

106 

81 

American  Brands 

3,607 

1.9 

161 

192 

MCI 

2,651 

50.6 

54 

Southern  Company 

5,983 

26.8 

107 

118 

Warner-Lambert 

3,597 

31.3 

162 

209 

Borden 

2,651 

57.4 

56 

Santa  Fe  Southern 

5,917 

28  5 

108 

100 

Ralston  Purina 

3,584 

20.1 

loi 

245  Corning  Glass  Works 

2,649 

88  2 

57 

Union  Pacific 

5,916 

28.4 

109 

105 

Duke  Power 

3,580 

22.0 

164 

166 

Pennzoil 

2,643 

33.0 

75 

Aetna  Life  &  Cas 

5,904 

61.8 

110 

129 

Merrill  Lynch 

3,502 

35.0 

165 

172 

WR  Grace 

2,641 

36.9 

52 

Emerson  Electric 

5,889 

23.6 

111 

121  Occidental  Petroleum 

3,442 

28.1 

166 

154  Central  &  South  West 

2,605 

22.3 

85 

Anheuser-Busch  Cos 

5,852 

71.5 

112 

126 

FPL  Group 

3,420 

29.2 

167 

161 

Niagara  Mohawk 

2,602 

28.2 

63 

SmithKline  Beckman 

5,846 

41.1 

113 

92 

Intel 

3,395 

6.5 

168 

186 

Continental  Corp 

2,591 

41.2 

40 

Tenneco 

5,835 

5.8 

114 

103 

Honeywell 

3,393 

14.8 

169 

221 

Masco 

2,58S 

59.5 

51 

Southern  Calif  Edison 

5,769 

19.3 

115 

116 

Goodyear 

3,378 

22.0 

170 

123 

TRW 

2,555 

-4.3 
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1 

The  Forbes  Market  Value  500 

Rank 
1985  1984 

Company 

Market 
value 

Change 
over 
1984 

% 

Rank 
1985  1984 

Company 

Change 
Market  over 
value  1984 
(Smil)  % 

Rank 
1985  1984 

Company 

 1 

c 

Market  i 
value 
t> in 1 1 ) 

171 

193 

Bankers  Trust  NY 

2,51 1 

43.2 

226 

226 

Baltimore  Cj&h 

1,966 

23.1 

281 

267 

Winn-Dixie  Stores 

1,570 

172 

238 

UarolU 

">  a  on 
z,4yu 

65.3 

227 

230 

Alart in  Marietta 

1,959 

24.6 

282 

198 

Delta  Air  Lines 

1,004  1 

173 

170 

CPC  International 

t  a  on 

Z,40U 

27.7 

IT  Q 

ZZo 

4Zo 

Cray  Research 

i  ncT 

loo. 4 

TQ  T 
ZOO 

T  QT 

zoZ 

Safeco 

1  C.AH 
1 ,  jOU 

174 

195 

AMD 

T  AAQ. 
Z,440 

oy.o 

TTO 

zZv 

loo 

Deere 

1   OC  1 
1  ,  V  T  J 

—O.O 

TQ  A 

zo4 

1 T  A 
OZO 

Torchmark 

1 ,001 

175 

177 

Security  Pacific 

T  440 
Z,44U 

TO  7 

zy.  / 

Tin 

224 

Pacific  Lighting 

i  ocn 

in  o 

zu.y 

TQ  C 

Zoo 

T  QO 

zoy 

1 ,040 

176 

120 

International  Paper 

t  a  an 
2,4oZ 

-9.6 

231 

241 

Mfrs  Hanover 

1,948 

31.0 

286 

320 

Geico 

1 ,540 

177 

178 

RR  Donnelley 

1  4TQ 

29.6 

232 

202 

Union  Camp 

1,945 

12.6 

287 

338 

Allied  Stores 

1 ,00  1 

178 

148 

\\         r.1T.;  LJJII 

/>  l  c  v  j  r  <i  w  -  II 1 1 1 

i  4on 

Z,4ZU 

n  c 

IZ.D 

Zoo 

301 

r  vv  wool  won  n 

1  OT  1 

i,yz  l 

AC  1 
CO .  J 

Tfifi 

zoo 

3  cn 
oou 

First  Chicago 

1  C.T  7 

1  ,OZ  / 

179 

1 1 7 

BankAmerica 

T  107 

Z,o?  / 

1 1  7 
—  1Z.  / 

Zo4 

306 

Textron 

l ,  y  i  t 

A7  1 

O  /  .0 

TOO 

zo  v 

T.  1  Q 
OlO 

Student  Loan 

1   C.T  A 
1 ,0ZO 

180 

208 

Farmers  Group 

Z,OOU 

oy.3 

T  TC 

240 

Northeast  Utilities 

i  on /i 
i  ,yu4 

T  7  fi 
Z  /  .0 

TOO 
ZVU 

TQ/1 

zy4 

American  Standard 

1   sT  1 
1 ,0ZO 

181 

145 

Detroit  Edison 

t  n  7 
Z,oZ  / 

4.6 

235 

■ 

SunTrust  Banks 

1,904 

NC 

291 

309 

Washington  Post 

1    CT  T 

1  ,oZo 

182 

159 

Colgate-Palmolive 

7  1  1  A 

L,<3  1  *+ 

1 2. 1 

237 

290 

Cooper  Industries 

1,893 

58.4 

292 

446 

GenCorp 

1  ,  O  1 1 

183 

1  /CO 

loU 

Champion  Intl 

9  11  1 

_. .  ■  *  1 1 

I  1  o 

I I  .y 

TIG 
ZOO 

227  Continental  Telecom 

J  ,  r>  y  z 

1  fi  A 
1  o.O 

TOT. 
ZVO 

T  77 

LI  i 

Vin  nipon  (    Kl  I 
Odll  L/lcgO  vjOCL 

1  ^H7 

1 ,  OU  / 

1  Q  A 

1 o4 

1  7/C 
Z/O 

Warner  Comm 

i  io.a 

Z,OUO 

siA  n 

252 

Air  PrnH^  ChpfTK 

.  V  J  1     I  1UU9    «A    V  III  III  i 

i  won 

2^4  7 
04.  / 

ZV4 

OUO 

Greyhound 

1  c:ni 
1 ,  ouo 

185 

207 

Carolina  Power  &  Lt 

o  inc. 

3A  "3 

oo.o 

Z4U 

346 

Fedl  Natl  Mortgage 

1  QUA. 
1  ,OfSO 

OO.O 

TOC 

Zvo 

T  A/1 
Z04 

Illinois  Power 

1  AQQ 
i  ,4yy 

186 

189 

First  Interstate 

2,300 

27.5 

241 

T  1 1 

zol 

Texas  Eastern 

1,864 

19.6 

296 

237 

Holiday  Corp 

1 ,499 

187 

164 

United  Telecom 

2  278 

13.5 

242 

Tin 
zlu 

Scott  Paper 

1,838 

10. 1 

297 

304 

Chesebrough-Pond  s 

1  497 

loo 

I  1  Q 

I I  y 

Litton  Industries 

2  267 

1  A  fi 
—  1  O.O 

Z4a 

t  7n 
Z  /U 

Pitney  Bowes 

1  ft5T 

45  7 
40.  / 

ZVO 

T.A7 
OO/ 

Banc  One 

l  ,*+y  i 

1  HO 
lOV 

T  C/t 
Z04 

Tribune 

9  TA4 
Z,Z04 

AT  1 
OZ.  1 

OAA 
Z44 

■ 

First  Wachovia 

1  fill 

IN  V_ 

TOO 

ZV" 

T  T  T 

ozz 

Capital  Holding 

1  AftO  1 

i,4oy 

i  on 
1VU 

1  iCT 

loZ 

Amerada  Mess 

9  TA1 
Z,ZOO 

1  T  1 
1Z.  1 

T/l  C 
Z4D 

206 

Whirlpool 

l,o  1U 

a  a 

O.O 

ion 
oUU 

o4Z 

Intl  Flavors  &  Frags 

1  AH") 
1,40Z 

191 

232 

Quaker  Oats 

T  T  ^  1 
Z,  Zo  1 

45.1 

246 

J  1  7 

O  1  / 

Celanese 

1,806 

64.6 

301 

422 

Barnett  Banks  Fla 

1 ,445 

192 

211 

{~\  ri  fit  Pnttnn 

2  245 

36.0 

T  J  7 

Z47 

/I  A7 
40  / 

First  Union 

1,766 

154.4 

302 

334 

nuriud  i  lu^rt  ss 

1  442 

1  Ol 

17 O 

1  7  A 
1/4 

k n  i  o  hi  -P  i  d  r 

ivuigiii'iviuucr 

2  244 

i  q  n 

1  o.U 

Z40 

T  T  O 

zzy 

Rohm  &  Haas 

1  7C.O 

i,  /  ^y 

I  1  T 

I I  .z 

ouo 

T  lO 

zoy 

1  432 

1  OA 
1  V4 

ZZU 

Safeway  Stores 

9  1AA 

3Q  1 
oo.Z 

Z4V 

212 

National  Medical 

1  7CC 

1,  /  DD 

A  A 
0.4 

T.fl/1 
OU4 

IT  1 

Newmont  M.ining 

1  ilTO 
i  ,4zy 

I/O 

Tnn 
ZUU 

Sterling  Drug 

1  lift 
Z,ZOO 

~)  Q  A 
Zo.o 

Z3U 

236 

UAL 

1  7C./1 
1 ,  /  j4 

14. 0 

IOC 

oUo 

T  Q  A 
ZOO 

Dover 

1  Al  \ 
1 ,4ZO 

196 

271 

Browning-Ferris  Inds 

Z,ZO  1 

75.1 

251 

3  C  "3 

Tele-Comm 

1,746 

76.9 

306 

296 

Utah  Power  &  Light 

1    1  1  O 

i  ,41  y 

197 

205 

Transam  erica 

1  TIC 
_,  Z  _ 

30.5 

252 

Zayre 

1,733 

97.0 

307 

274 

Mellon  Bank 

1411 
1  ,*+  io 

IV© 

T  1  c 
Z  10 

Chemical  New  York 

z,zzu 

3C  7 

Zoo 

Morton  Thiokol 

1    7  1  T 

T  1  O 

Zo.y 

oUo 

1  7T 

OIL 

ConAgra 

i  4i n 

1 ,4  1  U 

1  oo 

lyy 

no 
ZZo 

Lincoln  National 

Z,Z  iO 

ion 

315 

Chubb 

OO.O 

J  (HI 

1  A  C 

o4o 

Gt  Western  Financial 

i  ion 
i  ,oyu 

Tnn 
ZUU 

1  Q| 

lol 

Avon  Products 

Z,  1  t)7 

1  C  1 

zi>.  1 

T  C  C 

257 

Walgreen 

i,  /zy 

T  C  T 
ZD.Z 

T  1  A 
OlU 

T  Q  C 
ZOO 

Roadway  Services 

i  ififi 
1  ,ooo 

201 

217 

Union  Electric 

2, 1 83 

33.4 

256 

3  /in 
o4U 

Ethyl 

1,711 

65.8 

311 

278 

Jefferson-Pilot 

1,387 

202 

127 

\li<-lillt>  Cnnrti  I  'lilt 

iviiuuic  duuin  i  'ins 

T  1  74 
Z,  1  /  4 

-16.4 

257 

222 

Panhandle  Eastern 

1,701 

4.9 

312 

256 

Dresser  Industries 

1  1ST 
l,OOZ 

tot 

ZUO 

0  1/1 
Z 14 

Household  Intl 

9  1  AO 

Z,  1  U7 

1  1  o 

oi  .y 

Z9o 

419 

Marion  Laboratories 

1  ,nv4 

1  1  1  o 

1  lo.o 

olo 

T  T  T 
OOZ 

Mead 

1  17Q 

i  ,o  /  y  t 

ZU4 

1  Q7 

iy  / 

vi  1  IK  l  it 

1  1  AQ 
Z,  1  4y 

TIT 
ZO.Z 

T  CO 

213 

A  m  *>  n  o  ct  n  /W*»Hifdl 
r\  1 1 1  C  I  1  C  d  1 1  ivlcUlldl 

l  /ion 

T  <i 

z.o 

ol4 

T  CO 

zoy 

Sonat 

1  17A 

1  ,o  /o 

toc 

ZUO 

1  oU 

Pennsylvania  P&L 

2  142 

14.4 

zou 

243 

Kerr-McGee 

1,690 

14.9 

TIC 

olo 

TOT 

oUZ 

Perkin-Elmer 

1  17^ 

1  ,o  /  0 

206 

258 

Automatic  Data 

2, 14 1 

55.4 

261 

248 

FMC 

1,683 

17.7 

316 

314 

I  ransworld 

1,371 

207 

188 

Mercules 

o  1 40 

Z,  1 4-U 

18. 1 

262 

280 

Combined  Intl 

1,665 

35.5 

317 

191 

Apple  Computer 

1  170 

1  ,o  f  u  — 

ZUO 

1  7C 

1  /  O 

B  org- Warner 

T   1  1A 
Z,  1  OO 

n  i 

_(>  5 

250 

Allegheny  Power 

1  /C  /.  c 

1  /  .0 

318 

445 

HF  Ahmanson 

1  1Aft 
1  ,OOo 

too 
zuy 

zu  i 

Eaton 

t  i  nc. 

Z,  1  UJ 

T  1  £ 

zl  .o 

264 

347 

PNC  Financial 

l,oo4 

65.0 

319 

325 

So  New  England  Tel 

1  1AH 
l,OOU 

Z 1 U 

ZU4 

Consol  Natural  Gas 

i  noft 

Z,U70 

22.0 

Z6b 

298 

Super  Valu  Stores 

1,662 

41 .9 

320 

369 

LrOUIU 

1  ,ooo 

211 

269 

Southland 

T  HO  "3 

z,uyo 

63.9 

266 

268 

No  States  Power 

1,657 

28.2 

321 

281 

Gulf  States  Utilities 

1 

1   1A  A  m 

1,044 

i  on 

iyu 

Kroger 

i  no  l 
z,uy  i 

18.2 

267 

316 

NCNB 

1,652 

50.3 

322 

272 

Transco  Energy 

1   1AA  1 

T  14 
Z04 

PacifiCorp 

i  n^o 
z,uoy 

1A  C 

26o 

355 

USG 

1  ,o4  1 

£7  1 

o  /.  1 

TT  1 

oZo 

395 

James  River  Corp  Va 

1   14  1  1 

1,041 

Z  I  4 

1  7  A 
I/O 

Penn  Central 

t  n4c. 

Z,U40 

O  7 

O.  / 

146 

Diamond  Shamrock 

l,ooy 

Til  n 
— ZO.U 

324 

351 

Wells  Fargo 

i  i4n  1 

1 ,04U 

TIC 
ZlO 

■ 

Fireman's  Fund 

t  n4i 

Z,U40 

NA 

270 

291 

Potomac  Electric 

1,629 

36.7 

325 

387 

Polaroid 

1   HQ  1 

i  ,ooy 

216 

219 

Northrop 

i  n/i  ^ 

Z,U4o 

25.7 

271 

288 

Hershey  Foods 

1,614 

33.3 

326 

263 

General  Signal 

1   1 1T 

1  ,ooz 

217 

25 1 

Intergraph 

T  014 
Z,U04 

43.7 

272 

402 

VF 

1,613 

95.9 

327 

■ 

Alexander  &  Alex 

1  1T7     1  1 

l,OZ'       1  ■ 

218 

293 

American  Stores 

t  011 

z,uoo 

71.1 

273 

287 

American  Can 

1,611 

32.9 

328 

333 

Wisconsin  Electric 

1  IT  1 
1  ,ozo 

219 

203 

Genuine  Parts 

t  mo 

z,uzy 

17.6 

274 

216 

Advanced  Micro 

1,609 

-1.7 

329 

420  Associated  Dry  Goods 

i  nn 
l,OZu 

220 

233 

A7D  f  rntin 

/\Z.  r  viiOLip 

o  ota 

Z,UZo 

31.3 

275 

249 

Hilton  Hotels 

1,608 

13.0 

330 

365  New  England  Electric 

1  1TH 
l,OZU  ■ 

221 

183 

InterNorth 

2,010 

8.4 

276 

362 

Price  Co 

1,602 

69.2 

331 

337 

Centel 

1,307 

222 

247 

Cleveland  Electric 

2,002 

38.7 

277 

324 

St  Paul  Cos 

1,601 

49.0 

332 

491 

General  Cinema 

1,283  J 

223 

283 

Deluxe  Check 

2,000 

63.3 

278 

261 

Columbia  Gas 

1,601 

18.8 

333 

371 

Wendy's  Intl 

1,277 

224 

235 

New  York  Times 

1,982 

29.6 

279 

305 

Ryder  System 

1,596 

39.2 

534 

573 

Lucky  Stores 

1,275  1 

225 

262 

IC  Industries 

1,966 

46.0 

280 

292 

Owens-Illinois 

1,587 

U  \ 

335 

312 

Boise  Cascade 

1,272 

■  Not  on  500  list  in  1984.    NA:  Not  av  ailable 

NC:  Not  comparable 
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WHY  COPY 

ON  A 
FLOPPY? 


When  you  store  all  your  files  on  floppy  disks,  problems  pile  up 
First,  there's  time.  You  waste  lots  of  it,  transferring  data, 
ere's  space.  You  sacrifice  it  to  stacks  of  disks.  And  then, 
ire's  your  mind.  You  lose  it  trying  to  find  lost  floppies 
\nd  if  you  get  sloppy,  forget  it.  A  scratch,  a  cigarette 
i  or  punching  the  wrong  key  can 
lse  electronic  amnesia,  wiping 
t  days  of  hard  work. 
With  the  new  NCR  PC6 
l're  now  protected, 
e  PC6  offers  a  backup 
»e  drive  that  insures 
1  against  data  loss. 
It's  super  fast  and 
?er  compact, 
u  can  back  up 
0MB  hard 
k  in  roughly 
linutes— 
>re  than  an 

nr  faster  than  with  floppies.  And  one  small  tape 
tridge  stores  as  much  as  27  floppy  disks. 
What's  more,  the  NCR  PC6  runs  virtually  every 
portant  software  program.  It's  megafast,  has 
;h  resolution  graphics,  and  is  designed  to  grow  as 

  you  grow. 

So  droppy  your  floppies. 
You're  in  better  shape 
with  tape.  Especially 
with  NCR. 

For  your  nearest 
i  NCR  dealer,  call 


1  toll-free  1-800-544-3333 

A  BETTER  PERSONAL  COMPUTER. 

IT'S  EXACTLY 
WHAT  YOU'D  EXPECT  FROM  NCR. 


NCR 


©  1986  NCR  Corporation 

•  In  Nebraska  call  1-800-343-4300, 


The  timing  couldn't  be  bette 
for  making  the  investment 
in  the  Gulfstream  III. 


Ve'll  come  right  to  the  point, 
f  the  capital  investment  strategies  of  your  orga- 
ition  include  the  acquisition  of  a  new  long-range 
:utive  jet  in  the  near  future,  the  time  to  buy  it 

3W. 

we'll  make  another  recommendation, 
lie  airplane  to  buy  is  the  Gulfstream  III. 

f  you're  the  executive  we  think  you  are,  you've 
your  financial  and  aviation  people  talking  to 
ous  manufacturers.  They've  surely  reported 
e's  a  buyer's  market  in  the  business  jet  business 
le  days. 

spending  on  the  make  of  airplane  and  the 
ons  you  want  in  it,  you  don't  have  to  wait  very 
I  to  take  delivery.  And  while  you  can't  exactly 
le  your  own  price,  some  manufacturers  have 
ounced  price  reductions  lately. 
l11  things  considered,  you  probably  can  get  into 
x  little  jet  that  the  brochure  says  will  take  you 
;t-to-coast  for  an  initial  investment  starting  around 
trillion. 

ince  we  can't  hide  the  fact  that  a  Gulfstream  III 
s  substantially  more  than  $5  million,  how  can 
ustify  our  position  that  you  buy  one? 
lore  importantly,  how  could  you  justify  your 
sion  to  buy  a  Gulfstream  III  instead  of  a  nice 
;  jet? 

hat's  easy. 

comes  down  to  the  airplane  itself. 

>ne  of  the  things  your  evaluations  should  be  telling 
is  that  you  can't  buy  an  airplane  designed  for 
;utive  travel  and  available  today  that  is  more 
luctive  than  the  Gulfstream  III. 
fo  other  business  jet  can  fly  more  people  to  more 
es  in  the  world  in  less  time,  has  a  bigger  and 
e  comfortable  cabin,  has  engines  more  reliable 
systems  more  dependable,  and — if  history  is  any 
nation — will  retain  more  of  its  original  invest- 
it  value  over  the  years  you  have  it  in  service. 

hat  brings  us  to  our  next  point. 
3  get  an  airplane  that  will  do  more  than  the 
fstream  III,  you'll  have  to  wait  at  least  three 
s,  if  not  longer. 

ou  see,  the  only  business  jet  on  the  horizon  that 
►ing  to  really  surpass  the  Gulfstream  III  in  total 
ormance,  size  and  advanced  systems  technology 
ir  own  Gulfstream  IV,  which  is  now  in  its  flight 
program. 

sspite  the  fact  that  the  Gulfstream  IV  is  not  even 


julfstream  Aerospace  Corporation.  Member  GAM  A. 


in  service  yet,  we  have  a  backlog  of  more  than  85 
orders  for  it.  So,  unless  you're  already  on  our  list  of 
Gulfstream  IV  owners,  it  will  be  sometime  in  1989 
or  1990  before  you  could  reasonably  expect  to  take 
delivery  of  one. 

Between  then  and  now,  however,  you  could  be 
taking  advantage  of  all  the  advantages  that  have 
always  come  with  every  Gulfstream  executive  jet. 

With  a  Gulfstream  III,  there  would  be  virtually 
no  limits  to  where  you  could  go  to  conduct  business. 
The  Gulfstream  III  will  fly  at  least  8  passengers  and 
baggage  over  4,200  statute  miles  non-stop  in  about 
8.5  hours. 

You  couldn't  do  it  any  faster  in  an  airliner. 

You  couldn't  do  it  at  all  in  any  other  corporate  jet. 

With  a  Gulfstream  III,  you'd  be  able  to  take 
along  more  of  the  key  people  who  can  help  you  get 
more  done  more  effectively  and  efficiently. 

The  superior  cabin  size  of  the  Gulfstream  III 
translates  into  better  utilization  of  both  time  and 
the  airplane,  not  to  mention  optimum  comfort  and 
convenience  for  everyone  on  board. 

When  it  comes  to  executive  jet  cabins,  bigger  is 
better.  And  biggest  is  best. 

With  a  Gulfstream  III,  you  would  have  an  airplane 
that's  going  to  be  ready  and  able  to  go  anywhere, 
anytime,  with  only  routine  maintenance. 

The  legend  of  superb  engine  and  systems  reliability 
is  based  on  the  unequalled  history  of  more  than  2 
million  flight  hours  by  the  Gulfstream  jet  fleet  over 
the  past  two  decades. 

No  other  business  jet  is  so  experienced. 

One  last  point. 

We  know  you  know  we're  biased  about  the 
Gulfstream  III.  So  ask  any  of  the  world's  most  impor- 
tant corporations  and  governments  that  currently 
operate  over  175  Gulfstream  Ills  every  day  into  every 
corner  of  the  world  what  they  think  of  it. 

They'll  tell  you  it  is  simply  a  superlative  airplane 
that  does  everything  well. 

Do  you  really  want  anything  less? 

Discuss  how  soon  you  can  get  into  a  Gulfstream  III 
with  Henry  M.  Stumpf,  Jr.,  Senior  Vice  President, 
Gulfstream  Marketing.  You  can 


reach  him  at  (912)  964-3274. 
Go  ahead.  Call  him  today. 
The  timing  couldn't  be  better. 


Gulfstream 
Aerospace 


The  Forbes  Market  Value  500 


Change 
Market  over 

Rank  value  1984 


1985 

1984  Company 

($mil) 

% 

336 

435 

1,265 

66.9 

337 

399 

Becton  Dickinson 

1,264 

51.9 

338 

■ 

Kemper 

1,261 

101.7 

339 

Weis  Markets 

1,253 

64.7 

340 

297 

Baker  International 

1,252 

6.6 

341 

473 

First  Boston 

1,250 

83.5 

342 

441 

Rubbermaid 

1,248 

65.8 

343 

299 

Enserch 

1,247 

7.0 

344 

308 

Square  D 

1,234 

9.0 

345 

300 

Fluor 

1,228 

5.4 

346 

428 

Bank  of  Boston 

1,225 

59.8 

347 

328 

Westvaco 

1,221 

14.6 

348 

279 

Avnet 

1,216 

-1.3 

349 

343 

Pioneer  Hi-Bred  Intl 

1,213 

18.7 

350 

348 

Colt  Industries 

1,208 

20.0 

351 

307 

Freeport-McMoRan 

1,202 

6.0 

352 

■ 

Coastal  Corp 

1,176 

]  MS  4 

353 

423 

Consolidated  Papers 

1,165 

49.7 

354 

457 

First  Bank  System 

1,162 

61.4 

355 

356 

Duquesne  Light 

1,162 

18.6 

356 

246 

Data  General 

1,160 

-20.0 

357 

364 

Oklahoma  G&E 

1,158 

22.8 

358 

42? 

Food  Lion 

1,158 

50.5 

55" 

368 

Crown  Zellerbach 

1,153 

24.8 

360 

397 

Mercantile  Stores 

1.151 

38.3 

361 

■ 

Genentech 

1,145 

132.3 

362 

331 

Homestake  Mining 

1,143 

7.8 

363 

■ 

Viacom  International 

1,124 

154.2 

364 

360 

Scana 

1,123 

IS  0 

365 

■ 

Petrie  Stores 

1,121 

70.0 

366 

381 

Public  Service  NM 

1,120 

27.2 

367 

335 

Natl  Semiconductor 

1,120 

7.0 

368 

363 

Owens-Corning 

1,117 

18.2 

369 

310 

Tektronix 

1,115 

-li  5 

370 

394 

Lubrizol 

1,111 

32.8 

371 

400 

WW  Grainger 

1,110 

34.1 

372 

323 

Jack  Eckerd 

1, 108 

2.4 

373 

■ 

Bank  of  New  England 

1,108 

NC 

374 

352 

Public  Service  Colo 

1,106 

10.5 

375 

407 

Beverly  Enterprises 

1,104 

35.5 

376 

319 

Harris  Corp 

1,097 

0.5 

377 

383 

American  Natl  Ins 

1  094 

24.8 

378 

■ 

Bear  Stearns  Cos 

1,094 

NA 

379 

■ 

Dillard  Dept  Stores 

1,093 

97.7 

380 

295 

Black  &  Decker 

1,092 

-7.8 

381 

■ 

Citizens  &  So  Ga 

1  091 

75.2 

382 

434 

EF  Hutton  Group 

1  084 

42.9 

383 

■ 

Dreyfus 

1,084 

174.4 

384 

■ 

Raychem 

1,082 

93.4 

385 

359 

Albertson's 

1,080 

12.9 

386 

444 

Beneficial  Corp 

1,076 

45.9 

387 

313 

North  Amer  Philips 

1,076 

-2.9 

388 

420 

National  Distillers 

1,072 

?6  1 

389 

390 

Parker-Hannifin 

1,071 

25.5 

390 

412 

Armstrong  World 

1,070 

33.3 

Change 

Market  over 

Rank  value  1984 

1985     1984  Company  l$mil)  % 

391  479  McKesson  1,070  59  4 

392  455    General  Public  Utils  1,069  47.8 

393  398  Southwestern  Pub  Svc  1,069  28.4 

394  336  Rite  Aid  1,067  2.2 

395  477  Ashland  Oil  1,065  57.9 

396  375  Ingersoll-Rand  1,064  17.8 

397  377  Gt  Northern  Nekoosa  1,058  19.0 

398  ■  Maytag  1,058  74.3 

399  374  Temple-Inland  1,055  16.2 

400  354    American  Greetings  1,048  6.4 

401  339  Nalco  Chemical  1,047  1.1 

402  391  EG&G  1,045  23.1 

403  ■  GAF  1,041  195.1 

404  ■  Li?  Claiborne  1. 11411  92  1 

405  ■  Pan  Am  1,036  116.7 

406  386  Prime  Computer  1,028  19.0 

407  ■  US  Health  Care  1,027  48.7 

408  357  Tucson  Electric  1,027  5.1 

409  413  Vulcan  Materials  1,027  27.9 

410  330  Combustion  Eng  1,025  -3  8 

411  344  Williams  Cos  1,021  0.1 

412  447    Consol  Freightways  1,020  38.8 

413  ■  Sherwin-Williams  1,019  61.6 

414  361  Murphy  Oil  1,018  7.5 

415  403  Sundstrand  1,017  23.6 

416  392   Interco  1,011  20.1 

417  ■  National  Gypsum  1,008  67.7 

418  450  Portland  General  1,006  37.4 

419  378  NWA  1,002  13.0 

420  488  Tambrands  999  51.3 


421  460  Brown-Forman  994  39.5 

422  ■        Bank  of  New  York  991  76.9 

423  ■  Norstat  Bancorp  988  62.0 

424  458  Provident  Life  &  Acc  986  37.0 

425  ■  NBD  Bancorp  984  61  7 

426  ■  LIN  Broadcasting  983  88.7 

427  45 1  Sysco  980  34.9 

428  483  |im  Walter  978  46.0 

429  414  TECO  Energy  977  21.7 

430  ■  Cincinnati  G&E  972  53.1 


431  329  US  Tobacco  969  -9.1 

432  ■  Golden  West  Finl  967  96.4 

433  ■  Home  Group  965  NA 

434  409   Big  Three  Industries  965  18.8 

435  480   CoreStates  Financial  964  43 . 7 


436  376  Lowe's  Cos  959  7.Q 

437  ■  H&R  Block  959  74.7 

438  430  Bausch  &  Lomb  959  25.6 

439  ■  Ames  Dept  Stores  953  170.6 

440  486  National  Service  952  43.7 


441  449  Firestone  946  29.0 

442  ■      Crown  Cork  &  Seal  944  81.7 

443  ■       United  States  Shoe  944  61.1 

444  465      Subaru  of  America  941  34.3 

445  349  Intl  Minerals  940  -6.3 


Mi. irr 


Rank 
1985  1984 

Company 

Market 
value 
($mil) 

OVq  1 
198 
%  1 

446 

311 

AMAX 

933 

-16.1 

447 

484 

Norwest 

930 

39.1 

448 

417 

Tandem  Computers 

926 

16.11 

449 

429 

USAir  Group 

925 

20. 

450 

424 

Grumman 

922 

18. 

451 

■ 

Johnson  Controls 

921 

57. 

452 

497 

Puget  Sound  P&L 

919 

42.. 

453 

273 

Texas  Commerce 

917 

-M 

454 

452 

Brunswick 

916 

26. 

455 

■  Supermarkets  General 

910 

51. 

456 

437 

Republic  Ban  k 

908 

20.; 

457 

454 

Burlington  Inds 

908 

25.. 

458 

41  is 

Emhart 

900 

10.' 

459 

41S 

Lear  Siegler 

895 

11. 

460 

466 

Stanley  Works 

891 

28.( 

461 

461 

E-Systems 

890 

24.4 

462 

■ 

Nordstrom 

889 

54.: 

463 

436 

Long  Island  Lighting 

888 

17.J 

464 

■ 

Commerce  Clearing 

887 

48.. 

465 

393 

Arkla 

886 

5.: 

466 

490 

Shared  Medical  Sys 

883 

34. { 

467 

■ 

Cincinnati  Financial 

883 

62.; 

468 

463 

Illinois  Tool  Works 

882 

24.: 

469 

474 

Republic  New  York 

879 

29.; 

470 

■ 

Midlantic  Banks 

879 

87.4 

4^1 

■ 

First  Executive 

876 

69  J 

472 

493 

Southwest  Airlines 

867 

33  J 

473 

■ 

Telex 

866 



652 

474 

380 

Allied  Bancshares 

865 

-li 

475 

■ 

Gerber  Products 

865 

72.<i 

476 

■ 

Loral 

861 

41.; 

477 

■ 

Premier  Industrial 

859 

38 7 

478 

385 

MCorp 

858 

-1.4 

479 

464 

Snap-on  Tools 

857 

21.1 

480 

495 

Toledo  Edison 

855 

32,| 

481 

416 

Community  Psych 

853 

6-6 

482 

471 

Olin 

853 

24  1 

483 

48 1  Delmarva  Power  &  Lt 

850 

26.7 

484 

■ 

Harcourt  Brace 

849 

98.7 

485 

■ 

Analog  Devices 

848 

41.9 

486 

260 

Control  Data 

847 

-37.3 

487 

■ 

Macmillan 

845 

92.5 

488 

4^5 

Fleming  Cos 

845 

247 

48') 

410 

Paccar 

844 

4.2 

490 

■ 

ICH 

843 

47.1 

491  * 

476 

Shoney's 

842 

24.3 

492 

472 

NL  Industries 

841 

23.4 

4')  3 

■ 

Hasbro 

838 

66.9 

404 

■ 

Dayton  Power  &  Lt 

838 

38.6 

495 

388 

Louisiana  Land 

831 

-3.3 

496 

487 

Sovran  Financial 

829 

25.6 

497 

■ 

Great  A&P  Tea 

829 

37.7 

498 

■ 

American  Family 

828 

79.2 

499 

■ 

Yellow  Freight 

828 

81.9 

500 

379 

Revco  DS 

823 

-6.8 

■  Not  on  500  list  in  198^    NA:  Not  available.    NC:  Not  comparable 
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MET  LIFE'S  BOHV  PORTFOLIO. 
IT'S  LIKE  SKATIN6  ON  THICK  ICE. 


What  provides  the  firm  foundation  for  any 
investment  plan? 

High  quality  bonds,  of  course.  That's  why 
Met  Life  manages  the  largest  bond  portfolio 
in  the  insurance  industry. 

It's  tangible  proof  of  our  unshakeable 
commitment  to  back  our  policyholder  obli- 


gations. And  with  these  high  quality  bonds 
as  a  solid  base,  Met  Life  can  aggressively 
pursue  a  wide  range  of  other  investment 
opportunities. 

So  in  real  estate,  equity  investments  and 
all  our  other  portfolios,  we  can  cut  some 
elegant  figures. 


GETMET.  ITPAV5. 

Metropolitan 

TAT  AND  AFFILIATED  COMf 


Life 

COMPANIES 


©1985  Metropolitan  Life  Insurance  Company,  NY,  NY 


SMART  COMPANIES  CHOOSE  A  SMART  COMPANY 


WHY  DOES  AMERICAN  EXPRES5 
RECOMMEND  MCI*  TO  ITS 
MILLIONS  OF  CARDMEMBERS? 

American  Express  knows  a  take-charge  corporation  when  it  sees  one.  Which  is  why  it 
MCI  a  ringing  endorsement  to  millions  of  American  Express®  Cardmembers  for  their  own  u| 

Credit  that  to  MCI  performance.  But  MCI  does  more  than  make  its  high-quality  serviced 
available  to  American  Express  Cardmembers.  MCI  also  offers  a  full  menu  of  low-cost  commi 
nications  services  to  businesses. 

MCI:  THE  SMART  CHOICE. 

With  the  touch  of  a  finger,  your  business  has  the  most  modern  domestic  and  internatior 
voice  and  data  telecommunications  network  at  your  command:  MCI.  The  most  advanced 
fiber  optics  from  anyone,  at  any  price:  MCI. 

And  if  you  thought  MCI  was  strictly  bottom  line,  consider  TDS,  a  service  with 
the  ability  to  carry  almost  unlimited  combinations  of  voice,  data,  or  video. 

Or  call  detail— computer  printouts  for  MCI  services  that  put  you  in  real 
control  of  your  long  distance  expenses. 

Or  WATS  lines  that  keep  going,  all  the  way  around  the  world,  to  major 
business  centers  across  six  continents. 

THE  MCI  CARDSM:  THE  TRAVEL  CARD  FOR  LONG  DISTANCE  DISCOUNTS. 

The  MCI  Card  is  the  best  in  the  business.  So  every  tone  push-button  phone 
in  the  continental  U.S. — at  airports,  in  hotel  rooms,  or  on  the  road — becomes  a 
"branch  office"  that  lets  you  save  your  business  money  without  sacrificing  quality 
24  hours  a  day,  365  days  a  year 

SMART  COMPANIES  CHOOSE  SMART  COMPANIES. 

In  a  survey  by  AMERICAN  BANKER,  people  rated  American  Express 
products  and  services  higher  than  those  of  any  other  top  financial  services  firm. 
In  another,  FINANCIAL  WORLD  named  MCI  the  best-managed  tele- 
communications company,  three  years  in  a  row  Little  wonder  American  Express 
finds  MCI  to  their  liking.  But  they're  not  alone. 

When  FORTUNE  recently  asked  business  leaders  which  companies  had  the 
skills,  savvy  and  abilities  they  respect  and  admire  most,  9  of  the  top  10  chosen  proved 
to  be  MCI  customers.  After  all,  companies  are  known  by  the  companies  they  keep. 

YOUR  BUSINESS  IS  OUR  BUSINESS. 

Whether  you're  a  family  of  companies,  or  just  a  company  that's  family-run, 
MCI  can  make  a  difference. 

We  tell  you  all  this  because  soon  you're  going  to  be  asked  by  your  local  phone  company 

to  choose  your  long  distance  company  When  it's  time,  we  hope  you'll   

remember  whom  American  Express  recommends  for  its  Cardmembers'  _  I  _  _ 
use.  And  whom  you  can  count  on,  too.  M^Km 

*  MCI  is  a  registered  service  mark  of  MCI  Cornmuniomons  Corporation  _  ^ 

,M  MCI  Card  is  a  service  mark  of  MCI  Commuiin  atv  ins  i  nrporauon  A  1  TC  COT  TKTT^  RPTTPD  TO  "RT  TCTKTPCC 

•AmencanExpressisaregisteredservicemarkofAmencanExpressCorporjnun  V  V  C  J>  kJ  LJ  IN  YJ  DLL  1    1  Ll\   1U  DLJJjllNCOO 

©  MCI  Telecommunication*  Corporation  October  1985 
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The  Forbes  500s-Jobs  And  Productivity 


American  companies  gained  some 
territory  in  the  productivity  battle. 
But  holding  this  ground  will  be  tough. 


What  next  for  jobs? 


T|  he  brand  names  may  sound  American — Kodak, 
General  Electric  and  Van  Heusen — but  the  cameras 
are  made  in  Japan,  the  clock  radios  in  Malaysia  and 
Singapore,  the  shirts  in  Hong  Kong.  One  can  buy  "U.S." 
cars  assembled  in  Mexico,  or  with  Japanese  transmissions 
or  Brazilian  engines.  The  IBM  PC  is  a  repository  of  interna- 
tionally made  components. 

American  corporations  have  become  distributors  of  oth- 
er people's  goods.  Outside  sourcing  helped  those  U.S. 
corporations  appearing  in  the  500s  listings  boost  their 
median  sales  per  employee  from  $138,200  in  1984  to 
$142,900  last  year.  That  is  a  3.4%  increase  for  the  median, 
or  middle,  company — in  line  with  inflation. 

Sales  for  the  798  companies  that  made  one  or  more  of 
The  Forbes  500  rosters  totaled  $2.85  trillion.  That  is  an 
increase  of  1.9%  from  the  total  sales  of  the  785  companies 
that  appeared  in  last  year's  issue.  Total  employment  rose 


0.2%,  to  21.1  million.  Thus,  average  sales  per  employed 
were  up  only  1.7%. 

Median  assets  per  employee  jumped  27%,  to  $237,000) 
More  important,  median  profits  per  employee  of  $8,50C 
represent  a  4%  increase. 

Using  foreign  factories  can  provide  a  quick  fix — highei 
profit  margins  and  greater  productivity.  But  now  the  dol- 
lar's decline  has  taken  away  some  of  tbe  cost  advantage  oj 
foreign-manufactured  goods.  American  corporations  than 
became  dependent  on  foreign  sourcing  as  a  short-term 
cost-savings  move  could,  again,  find  themselves  at  a  disad-| 
vantage.  Now  they  have  to  worry  more  about  competition 
from  the  foreign-owned  U.S.  factory — the  Sony  plants  in 
Alabama  and  California,  the  Honda  plant  in  Ohio,  the 
Nissan  plant  in  Tennessee.  Those  plants'  successes  do  notj 
of  course,  find  their  way  into  the  U.S. -corporation  produc- 
tivity numbers  recounted  here. 


—Per  employee  ($000) — 

— Per  employee 

S000)  

Employees 

Sa 

es 

Profits 

Assets 

Employees 

Sales 

Profits 

Assetsl 

Rank 

Company 

(000) 

(rank] 

(rank) 

(rank) 

Rank 

Company 

(000) 

(rank) 

(rank) 

(rank) 

1 

General  Motors 

811.0 

118.8 

497) 

4.9  |5191 

78.5  (597) 

22 

Dayton-Hudson 

128.0 

7  34 

2.2  ,658) 

34.5 

76 

2 

Sears,  Roebuck 

462.0 

88.1 

646] 

2.8  (629) 

143.8  (462! 

23 

Federated  Dept  Strs 

12"  ' 

78  '. 

69  V 

2  2  658 

43.3 

-3 

3 

IBM 

400.2 

125.1 

4681 

16.4  (190) 

131.5  (483) 

24 

Eastman  Kodak 

126.4 

84.1 

(6621 

2.6  (6421 

96.0 

54 

4 

Ford  Motor 

369.3 

142.9 

399) 

6.8  (448) 

84.9  (5771 

25 

Westinghouse 

124.9 

85.6 

(6561 

4.8  (5231 

77.5 

60 

5  American  Tel  &  Tel 

351.4 

99.3 

602) 

4.4  (545] 

115.1  |511| 

26 

RJ  Reynolds  Inds 

122.5 

110.4 

|553] 

8.2  |402l 

138.2 

47 

6 

K  mart 

310.0 

72.3 

719) 

0.7  (709) 

32.2  (768] 

27 

American  Stores 

121.5 

114.3 

(5331 

1.3  (6911 

28.9 

77 

7 

General  Electric 

304.0 

93.0 

632) 

7.7  (4211 

86.9  |573| 

28 

FW  Woolworth 

118.1 

50.4 

(7801 

1.5  (6861 

21  5 

791 

8 

ITT 

233.5 

85.2 

659) 

1.3  (6911 

162.1  ,443] 

29 

Rockwell  Intl 

114.5 

102.5 

|588) 

5.1  [507] 

63.4 

6  '4 

9 

United  Technol 

184.8 

81.1 

6731 

1.7  (677| 

57.0  |685) 

30 

Xerox 

111.9 

103.0 

(5831 

4.2  |5511 

153.4 

44 

10 

GTE 

184.0 

85.5 

657] 

-0.9  (737) 

144.3  14611 

31 

Chrysler 

107.9 

197.1 

(263) 

15.2  (2121 

1 16.7 

50! 

11 

JC  Penney 

178.5 

77.0 

7011 

2.2  (6581 

58.9  |680) 

32 

Tenneco 

104.5 

146.1 

(3861 

1.6  (6821 

195.6 

42 

12 

Mobil 

171.3 

326.8 

123] 

6.1  |463) 

243.8  (396) 

33 

Boeing 

Sfe.5 

138.4 

(421) 

5  -  4> 

93.9 

55, 

13 

Safewav  Stores 

166.5 

118.0 

508) 

1  4  689 

29.1  (777) 

34 

General  D>namics 

98.0 

83.3 

665 

3  9  ,56- 

45.4 

"2' 

14 

Kroger 

164.6 

104.1 

v9' 

1.1  [6981 

25.4  (7831 

35 

RCA 

96.5 

93.0 

632 

3.8  (5701 

69.5 

63( 

15 

EI du  Pont 

151.9 

192.5 

(273) 

7.4  (430' 

165.5  |438| 

36 

Beverly  Enterprises 

96.0 

17.6 

(798) 

0.6  (71.31 

21.0 

79 

16 

PepsiCo 

150.0 

53.7 

3.6  (585' 

39.1  (747', 

V 

Motorola 

95  1 

57.3 

(7671 

0.8  (704) 

46.0 

72! 

17 

Exxon 

146.0 

593.7 

132) 

33.4  |  72) 

4"3  7  1333' 

38 

Union  Carbide 

'  94.9 

94  9 

[622! 

-6.3  (768) 

111.5 

511 

18 

McDonald's 

145.0 

25.5 

794) 

3.0  (6191 

34.8  (760) 

39 

Honeywell 

94.1 

70.4 

(7261 

3.0  (6191 

53.5 

69) 

19 

Allied-Signal 

143.8 

63.4 

(754) 

-1.9  (743) 

92.3  (5601 

40 

BellSouth 

94.1 

113.4 

(539) 

15.1  (2181 

265.9 

38! 

20 

Marriott 

137.4 

30.9 

[7911 

1.2  (697) 

26.7  (780) 

41 

TRW 

93.4 

63.4 

(754] 

-0.1  (7301 

40.0 

-4; 

21 

Goodyear 

134.1 

71.5 

-:1 

3.1  (6151 

51.8  (7081 

42 

Wal-Mart  Stores 

93.0 

92.3 

(635) 

3.5  (5901 

33.4 

76! 
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SHE  FIRES  YOUR  IMAGINATION.  FIRE  BACK. 


Every  quality  diamond  of  a 
it  or  more  is  one  of  natures  rarest 
1  most  exquisite  phenomena— 
h  more  fire;  more  sparkle  and 
filiation. 

Each  is  a  visible  reflection  of 
i  Unique  in  all  the  world, 


possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4(§'s:  Cut;  Color;  Clarity  and 
Carat-weight.  These  determine  the 
value  of  a  diamond  — and  to  an 
astonishing  degree;  the  beauty  and 
value  of  your  jewelry. 


Your  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful, 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


ing  shown  features 

lity  diamond  of  3.59  carats. 


A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE. 
AFIRE  RARELY  SEEN. 


The  Forbes  500s-Jobs  And  Productivity 


Rank 

Company 

Employees 
(000) 

 Per  employee  (S000)  

Sales           Profits  Assets 
(rank)           (rank)  (rank) 

Rank 

Company 

Employees 
(000) 

— Per  employee  (S000)— 
Sales           Profits  Ass* 
[rank)           (rank)  (ran 

43  McDonnell  Douglas 

92  7 

123.8 

(477) 

3  " 

(5791 

78.4 

5981 

97 

Dun  &  Bradstreet 

56.0 

49.5 

(782) 

5.3 

49^ 

4~  1 

44 

Nynex 

92.3 

111.7 

.  ^4 

1  i.y 

ILi.Z 

4Uo) 

98  Carter  Hawley  Hale 

V,  11 

71  n 

1  7T  O 
1  '  ZJl 

r\  0 

U.y 

7m  1 

45 

Sara  Lee 

91.9 

aft  n 

OO. u 

/AA7I 

2  4 

649' 

36  6 

753) 

99 

Caterpillar  Tractor 

55.8 

1 20  5 

1493) 

3  5 

590) 

107  81 

46 

Digital  Equipment 

87.3 

ftU.J 

IA7RI 

4.6 

i533| 

79.2 

5901 

100 

RH  Macv 

55.5 

81.2 

(672) 

3.7 

r> '  y  1 

47 

Borg-Warner 

86.4 

3fi  ^ 

JO.J 

(7801 

2  j 

661 1 

32  7 

767) 

101  North  Amer  Philips 

54.6 

80  5 

1678) 

1  z 

1 .3 

AftAl 
0001 

. 

- 

48 

Pillsbury 

86.2 

59.7 

^62 

2.1 

6611 

44.7 

-  2  y 

102 

Monsanto 

53.4 

126.3 

(461! 

-2.4 

-4* 

166.1  j 

49 

Minn  Mining 

86.1 

91.1 

(638| 

7.7 

1421 1 

76.6 

606 

lUi 

Zayre 

52.5 

76.9 

(702) 

1  H 

30.1 1 

50 

Beatrice 

86.0 

1  ad  1 

\4 1  1 1 

4  6 

5331 

96  4 

5471 

104 

51.6 

522  1 

i  4^1 
I  431 

37  0 

- 

dftft  li 

*+oo.  / 1 

51 

Lockheed 

84.6 

1  1 1  8 

(544) 

4.7 

529) 

49  5 

715) 

105 

T  "1  ( 1 1 .    (  Vi  1 1  m  1  j  •  'i  1 
UU\>  IICIIIILJI 

51.5 

224  0 

1222) 

i  ] 

698) 

110  7l 
zzy.  / 1 

52 

Hewlett-Packard 

83.0 

70  1 

1686) 

5  8 

474) 

69  5 

636! 

106 

Champion  Intl 

"  - 

113  5 

(538) 

3  2 

61 1) 

1 19  91 

53 

BankAmerica 

82  8 

161.8 

|334) 

-4.1 

756| 

1432.5 

1511 

107 

Wickes  Cos 

50.0 

56.1 

769 

0.8 

(704) 

59.1| 

54 

Texas  Instruments 

82.2 

59.9 

|760| 

—  1 .4 

1  'oy 

37.4 

750) 

108 

Holiday  Corp 

1/  -1 
36.2 

|790l 

2.8 

6291 

55 

WR  Grace 

82.2 

A3  1 

OO.  Z 

\  1  JO) 

1  ft 

6741 

A^  0 

OJU 1 

109 

Interco 

4.;  ; 

50  7 

17701 
\  t  t  y  | 

1  A 

1 .0 

ooz  1 

3 1  on 

56 

United  States  Steel 

79.6 

151  1 

[Z  1  O  I 

3  9 

567) 

731  A 

zo  1 .0 

401 1 

109 

AMR 

49  ; 

123  9 

4-5 

7  fi 

f  A3 

444 

1  10  SI 
1  zy.o| 

57 

Bell  Atlantic 

79.4 

114  4 

1531) 

13  8 

247) 

249  2 

3031 

070 1 

109 

Textron 

49.5 

115  6 

It7  31 

I JZO  1 

A  C 

J4CI] 

ino  n/l 

58 

Transworld 

79.2 

27,1 

\793i 

2  7 

633 

16.8 

795) 

112 

Control  Data 

49.2 

(611' 

-1 1.5 

[784| 

174.0| 

59 

May  Dept  Stores 

77.3 

65.8 

-4.S 

3  '1 

6191 

44.6 

7301 

113 

Burlington  Inds 

49.0 

;  ~  - 

"  - ; 

0.3 

720! 

4    I , 

60 

American  Brands 

76.3 

73  6 

(717) 

5.5 

4>4 

109  8 

5 191 

114 

Supermarkets  Gen 

48.5 

105.6 

(568) 

1  3 

691 ) 

22  8(1 

61  American  Info  Tech 

76.2 

!  1  ft  4 

14.1 

[235] 

1  3H  ■) 

Zoo.  Z 

3Q01 

115 

Cigna 

48.5 

oo*+.z 

1 1 1 01 
1 1 1 0} 

1  ^  1 

—  Id.  1 

01  3  1/' 

yzo.  j  | 

62 

Citicorp 

76.2 

i7J.J 

13.1 

[2641 

27  79  7 

1 

116 

Singer 

48.0 

3 

\  1  0  1 J 

1  7 

IA77I 

10  nit 

Oi 

Tl  i  I 

UAL 

76  0 

84.0 

(663) 

6 

103.6 

5  U 

117 

Teledvne 

47  4 

99.5 

6f)f 

11.5 

[317] 

126.8(4 

04 

Philip  Morris  Cos 

75.7 

160. 6 

1  1  271 

1  6  6 

lfv5 

Tin  ] 

4Uol 

118 

Amer  Home 

4"  3 

99. 1 

1  £n  1  \ 
loUol 

1 5.2 

,zlzi 

7 1 .8(< 

65 

75.6 

7;  0 

1  7HA 1 

0  - 

-16 

71  1 

'  z.  1 

ATOI 
OZ"  1 

1 19  Burlington  Northern 

46.5 

1  ft^  ft 

llftAl 

1  A  1 

1  3^1 
ZOJ  1 

lAft  ft/1 

66 

Johnson  &  Johnson 

"'4.6 

ftA  1 

OO.  1 

1 A^  31 
(ODo  1 

- : 

402 

Aft  3 

A4  3I 

120 

Wendy's  Intl 

46  5 

13  7 

ZO.  / 

\  '  "3| 

1  A 
1 .0 

Aftl  1 

1  7  A/l 

67 

Pacific  Telesis 

74.2 

1  1  A  A 

1  ^3HI 
I  JOU| 

12.5 

(281) 

1A3  4 
ZOO-4* 

3QOl 

121 

Martin  Marietta 

46.1 

n:  7 

lAI  1  1 
{OZ  1  | 

^  A 

AftOI 

-+y  .ui 

Oo 

uart  ov  Kxart 

73.3 

135.6 

j434] 

6.4  (454! 

—  0 

122 

Owens-Illinois 

45.1 

82.0 

(6681 

3.5 

1590] 

"3.3(1 

69 

Havtnpnn 

73.2 

87.6 

1649) 

5.1 

fLr 

-~ .' 

723) 

123 

Chase  Manhattan 

45.0 

2 16.2 

12.5 

281 1 

1947.5  [ 

70 

Melville 

72.0 

AA  3 

(7461 

:  j 

623 

1^  1 

ZD.  1 

7ftA, 

124 

HI  Heinz 

45.0 

Q3  0 

yo.y 

(OZ  J  I 

A  A 
0.*+ 

A3  O  * 

oo.yn 

"1 

Southwestern  Bell 

-;  9 

1 1  n  1 

1  1U.Z 

1 ;  9 

246 

tAft  3 
-OO.O 

3ftftl 

125 

Campbell  Soup 

03  7 

(A17I 

A  ft 

^1  31 

A  1  Zit 

0  ion 

72 

Winn-Dixie  Stores 

71.7 

1  IZ.o 

lD4j| 

1.5 

6,6 

17  1 

1  /  .z 

7941 

126 

Bethlehem  Steel 

44.5 

( DZO| 

1  HA  Ais 
iUO.O(^ 

73 

US  West 

70.5 

110.8 

15511 

13.1 

264i 

255.0 

3921 

127 

L  nion  Pacific 

44.4 

1T5.6 

(3021 

1 1.3 

3201 

241.  id 

74 

Chevron 

69.8 

597.6 

I  31) 

22.2 

129! 

556.9 

3151 

128 

Dresser  Industries 

44.3 

93.3 

1630) 

—4-. 5 

~v 

"  0 . 5  ( 

75 

Lucky  Stores 

6>  0 

lors.u 

1.3 

691' 

zy.z 

77A1 
/  /Of 

129 

Northrop 

44.2 

1  1  A  A 

1^31  1 

A  O 

3Z.olC 

76 

American  Express 

67.5 

I  7^  ^ 

I I  O.D 

(  3H31 

12.0 

2981 

1  1  f.7  3 

1  1U  f  -o 

zuoj 

130 

Merrill  Lynch 

43.6 

1  A  3  1 
1  DO. 4 

1  3  31 1 

-  "\ 

0.1 

^uu 

1  1  f\A  Oil 

77 

Halliburton 

66.2 

71  1 

f  Z.Z 

1 '  ZU| 

0.4 

719! 

7n  a 

A341 
Oo4| 

131 

Stop  &  Shop  Cos 

43.5 

QA  fl 

1 AADI 

f\  7 

U.  f 

7001 

ZD.Oj  ^ 

78 

Great  A&P  Tea 

65  0 

101.8 

(5941 

0.9 

702! 

24.7 

132 

Standard  Oil 

43  2 

301.3 

11381 

7.1 

: 

^  : 

78 

Saga 

65.0 

20.6 

(796] 

0.3 

720' 

6.9 

797) 

132 

Humana 

43.2 

5.0 

^  i  ? 

65. 616 

80 

Allied  Stores 

64.0 

Ad  A 

2.5 

6451 

A3  3 

7  3At 

134 

IC  Industries 

43.1 

lUz.z 

1  ^oi  1 

3  a 
0.0 

^  - 

111  ft  1  c 

80 

Assoc  Dry  Goods 

64.0 

Aft  ^ 

f  73AI 

1.9 

671! 

]  r  0 

JJ.O 

7^AI 

135 

Household  Intl 

43.0 

'o.t 

l  ACQ  \ 

A  O 

4.y 

-  1  oi 

^  :  V 

177  4l  3 

82 

General  Mills 

■ 3 : 

AO  ft 

/73  1  1 

2.0 

667) 

3^  A 

JJ.O 

f  J  f  ) 

136 

Eaton 

41.9 

07  7 

1/1401 

5.5 

AHA  \ 
4o4-| 

A7  1 

83 

Burroughs 

62.9 

s,  1  1 

(6821 

3.9 

567] 

72.4 

62~' 

137 

Deere 

41.8 

95.8 

(6201 

0.6 

713' 

134.5,4 

84 

Southland 

62.7 

197.7 

|262) 

3.4 

601' 

59.6 

676) 

138 

Occidental  Petrol 

41.6 

349.5 

(108) 

10.9 

3  36 

2  "78.6(3 

85 

NCR 

62.0 

AO  A 

oy.o 

/737I 

I  ' OZ) 

5.1 

5071 

A3  £ 

139 

American  Medical 

41.5 

C  7  7 

1  7AA1 

3  A 

O.O 

JOJ] 

03  AtZ 

85 

Hospital  Corp 

62.0 

A7  n 
O  '  As 

I  r  HUJ 

4.6 

5331 

1  ni  n 

lUl  -U 

Doy  1 

140 

Aetna  Life  &  Cas 

41.1 

i  ■  j  « 

i  QQl 
I  OoJ 

O  t 

y.  1 

'  n .  J 

1  a ~it\  in 
1 4ZU.  1 1 1 

87 

National  Medical 

62.0 

A  A  3 

'+4.  C> 

2.4 

649' 

3U.J 

7  1  T  1 

141 

L'nited  Brands 

41.0 

7^  1 

l  7f*Ol 

1  *uyj 

f\  Q 
U.O 

Z4.oi  1 

87 

Procter  &  Gamble 

62.0 

228.6 

(217) 

11.1 

330! 

205.7 

416' 

142 

American  Standard 

41  0 

- :  : 

(724) 

0.5 

7161 

55.4(6 

89 

Emerson  Electric 

61.9 

75.6 

|707! 

6.5 

453' 

-4  4 

^ : 

143 

Colgate-Palmolive 

40.6 

111.4 

=  4s 

2. 7 

633' 

69.3|6 

90 

Litton  Industries 

61.9 

73.9 

,715l 

4.0 

562' 

-?  4 

sii 

144 

Alcoa 

40.1 

12-  - 

|452] 

-0.4 

733] 

158.4(4 

91 

Santa  Fe  Southern 

61.5 

104.7 

(5761 

7.6 

425' 

192  ' 

424 

145 

CPC  International 

40.0 

105.2 

[572' 

3.6 

^«5' 

75.4[6 

92 

Texaco 

-'  ; 

755.4 

1  20' 

20.1 

145! 

615.2 

;  : 

145 

Warner-Lambert 

40.0 

80.0 

i683! 

-7.9 

-75' 

;- 

93 

Ralston  Purina 

59.9 

93.9 

1625) 

4-4' 

44.3 

732 

147 

Norfolk  Southern 

39.8 

96.1 

(6191 

12.6 

:_- 

245.5(3 

94 

LTV 

57.5 

142. 7 

|401) 

-13  4 

7861 

109.8 

519! 

148 

Eastern  Air  Lines 

39.8 

121.1 

ass 

0.1 

-23 

9". 4,5 

95 

Firestone 

57.3 

66.2 

l747' 

-0.1 

730] 

41.9 

T39' 

141 

Coca-Cola 

39.5 

200.0 

>  ; 

159! 

1T4.6|4 

96 

CSX 

129.8 

44,s 

-2.1 

^46 

203.8 

419' 

150  Natl  Semiconductor 

39.4 

40.8 

-2.4 

748! 

34.3|- 

162 
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Navigation/Guidance:  one  reason  aerospace 
electronics  has  become  our  business. 


That's  Singer  technology. 

Our  navigation/guidance  systems  are  employed  in  the 
rident  missile,  B-1B  aircraft,  Space  Shuttle,  and  a  wide  range 

of  other  defense  and  space  programs.  We're  a  leader  in 
precision  navigation/guidance— one  of  the  technologies  that 
make  aerospace  electronics  our  largest  business. 


EM© 


The  Singer  Company.  8  Stamford  Forum,  Stamford  CT  06904 


DIFFE 
COMPANY 

At  Owens-Illinois  we're  increasing 
shareholder  value. 


Our  objective  at  Owens-Illinois  is  to  generate  a  significantly  improved 
urn  on  equity  and  solid,  sustainable  earnings  growth  over  time.  In  the 
icess  we  expect  O-Fs  share  price  to  increase  proportionally  and  trade  well 
we  book  value  based  on  performance. 

And  we  are  performing.  Our  1985  earnings  reached  an  all-time  high. 
»E  also  improved  measurably.  And  our  share  price  rose  more  than  30 
cent.  Since  the  beginning  of  1984  O-I  shareholder  value  has  doubled,  from 
t  over  $1  billion  to  more  than  $2  billion. 

We  started  with  a  commitment  to  our  basic  businesses— glass,  plastic 
1  paper  packaging  and  consumer  and  specialty  glass  —  where  we  felt  we 
re  or  could  be  the  best. 

Then  we  worked  on  lowering  costs,  improving  productivity,  and  rede- 
ying  assets  as  appropriate.  Much  is  done.  More  remains. 

We  also  realized  these  solid  — but  low -growth  — businesses  alone  could 
get  us  to  our  goals.  So  we  began  moving  selectively  into  two  high- 
iwth  areas  — long-term  health  care  and  moti- 
ve banking.  O-I  is  already  the  sixth  largest 
irator  of  extended  care  facilities  and  one  of  the 
3  largest  producers  of  residential  mortgages  in 

nation. 

Owens-Illinois.  A  $3.7  billion  global  organiza- 
i  focused  on  profitable  growth.  You  should  get 
mow  us  better.  We're  touching  all  the  bases.  OWENS"ILLINOIS 

Toledo,  Ohio  43666 


The  Forbes  500s -Jobs  And  Productivity 


Rank  Company 

Employees 
(000) 

— Per  employee  ($000) — 
Sales          Profits  Assets 
(rank)           (rank)  (rank) 

Rank 

Company 

Employees 
(000) 

— Per  employee  ($000) —  ] 
Sales           Profits  Asseta 
(rank)           (rank)  (tank) 

151 

Pfizer 

39.2 

102.7 

(586) 

14.8 

(225) 

•1 13.8(512) 

Quaker  Oats 

1U  A 
zo.o 

123.2 

(480| 

5.7 

478) 

62.8(6i 

152 

Anheuser-Busch 

39.1 

179.0 

(297| 

11.3 

(320) 

130.9(484) 

206 

Pitney  Bowes 

28.5 

64.3 

(753) 

5.3 

493) 

61.9(6*. 

153 

Georgia-Pacific 

39.0 

172.2 

1312) 

4.5 

540) 

124.8(494) 

207 

Eli  Lilly 

28.4 

1 15.4 

(525) 

18.3 

159) 

139.5(4(1 

154 

Avon  Products 

38.4 

64.4 

(752) 

-1.6 

741) 

59.7(674) 

208 

United  States  Shoe 

28.0 

68.6 

(735) 

2.3 

653) 

30.3(7?] 

155 

Delta  Air  Lines 

38.2 

122.7 

(482) 

4.1 

557) 

93.0(557) 

209 

CBS 

27.9 

167.6 

(322) 

1.0 

701) 

125.8(4Sj 

156 

Cooper  Industries 

oo.U 

80.7 

(677| 

3.6 

(585) 

95.7(552) 

210 

FMC 

27  6 

118.2 

(506) 

7.1 

441) 

97.6(54 

157 

PPG  Industries 

37.5 

115.9 

(520) 

8.1 

(405| 

108.9(521) 

211 

United  Telecom 

27.5 

116.2 

(519) 

0.8 

704) 

209.5(41 

158 

Dana 

37.5 

100.3 

(596) 

4.4 

545) 

64.7(654) 

212 

BF  Goodrich 

27.5 

116.5 

(516) 

-12.9 

785) 

82.2(58 

159 

Sun  Company 

37.4 

368.2 

(  97) 

14.1 

235) 

345.6(365) 

213 

GenCorp 

27.4 

110.2 

(554) 

2.7 

633) 

75.6(6(1 

160 

Amer  Cyanamid 

37.3 

94.8 

(623) 

3.5 

590] 

91.3(563) 

213 

Reynolds  Metals 

27.4 

124.7 

(471) 

-10.9 

781) 

133.1(47) 

161 

Greyhound 

oo.y 

85.8 

(654) 

3.3 

(607) 

158.5(444) 

—  1  > 

Phillips  Petroleum 

27  3 

572.7 

(37) 

15.3 

210) 

514.5(32 

162 

Weyerhaeuser 

36.4 

142.8 

|400) 

5.5 

164.8(440) 

216 

Federal  Express 

27.1 

^  8 

(6541 

4.6 

533) 

73.1(62 

163 

Walgreen 

36.0 

90.7 

(640) 

2.7 

633) 

30.8(771) 

217 

Fruehauf 

26.6 

96.4 

(618) 

2.7 

633) 

67.8(6*1 

164 

Bristol-Myers 

36.0 

123.6 

(478) 

14.8 

225) 

103.5(535) 

218 

Brown  Group 

26.3 

53.6 

(772) 

2.0 

667) 

24.1(78! 

165 

Kimberly-Clark 

35.9 

113.3 

(540) 

7.4 

430) 

97.5(545) 

219 

Combustion  Eng 

26.2 

91.9 

(637) 

-3.6 

753) 

82.5(58) 

166 

Albertson's 

142.5 

(402) 

2.4 

(649) 

31.7(770) 

220 

Hercules 

lt\  0 

100.1 

Sy7 

5.2 

(500) 

102.8(53) 

167 

Castle  &  Cook 

35.0 

49.5 

(782) 

0.6 

713) 

46.5(724) 

221 

Corning  Glass 

25.8 

65.7 

(749) 

4.2 

551) 

78.9(591 

168 

Atlantic  Richfield 

34.6 

628.7 

(  29) 

-5.8 

766) 

586.9(308) 

222 

American  Can 

25.6 

162.7 

(333) 

5.8 

474) 

203.7(43 

169 

Tandy 

34.5 

90.6 

(641) 

5.9 

472) 

61.5(669) 

223  Chesebrough-Pond's 

25.6 

105.5 

(570) 

3.2 

(611) 

117.5(50j 

170 

First  Interstate 

34.3 

152.6 

(352) 

9.1 

385) 

1428.2(153) 

224 

Pan  Am 

25.4 

137.2 

(429) 

1.9 

,671) 

96.4(54} 

171 

Abbott  Laboratories 

1A  1 

98.2 

(608) 

13.6 

(250) 

101.4(538) 

225 

Boise  Cascade 

i  ^  i 

147.9 

(377) 

4.1 

(557) 

129.3(48j 

172 

Hilton  Hotels 

34.0 

20.1 

(797) 

2.9 

623) 

36.0(755) 

226 

Owens-Corning 

25.2 

131.1 

(447) 

5.2 

(500) 

93.9(55] 

173 

Ingersoll-Rand 

33.9 

77.8 

(694) 

2.3 

653) 

66.2(649) 

227 

Johnson  Controls 

25.1 

83.9 

(664) 

3.5 

(590) 

70.4(63j 

174 

Baxter  Travenol 

33.5 

70.2 

(727) 

4.1 

557) 

203.9(418) 

228 

Carson  Pirie  Scott 

25.0 

52.1 

(777) 

0.7 

(709) 

24.4(78] 

175 

Ashland  Oil 

33.4 

235.2 

(206) 

5.1 

507) 

118.2(499) 

229 

American  Intl 

24.9 

232.7 

(211) 

16.9 

(178) 

626.6(29j 

176 

Armco 

11  o 

113.3 

(540) 

0.1 

723) 

100.0(542) 

229 

Revco  DS 

1A  O 

102.4 

(5891 

1.1 

(698) 

41.0(74j 

177 

Merck 

32.9 

108.0 

(559) 

16.4 

190) 

149.2(452) 

231 

Ryder  System 

24.6 

117.9 

(509) 

5.1 

507 

15]  8(44! 

178 

Allegheny  Intl 

32.8 

62.7 

(757) 

-3.3 

751) 

46.0(725) 

232 

Super  Valu  Stores 

24.5 

307.1 

(131) 

3.8 

15701 

65.7(65] 

179 

Penn  Central 

32.8 

77.2 

(698) 

3.4 

601) 

87.8(570) 

233 

Libbey-O  wens-Ford 

24.4 

78.6 

(691) 

3.1 

(615| 

54.7|69i 

180 

Borden 

32.7 

144.2 

(397] 

5.9 

472) 

89.7(566) 

234 

Inland  Steel 

24.4 

122.9 

(481) 

-7.3 

772) 

107.8(52^ 

181 

International  Paper 

11  A 

138.1 

(422) 

4.0 

562) 

185.2(426) 

235 

Whirlpool 

13  O 
Zo.o 

146  2 

(384) 

7.7 

(421) 

74.1(611 

182 

Mfrs  Hanover 

32.3 

259.8 

(1811 

12.6 

278) 

2370.9  (61) 

236 

AMP 

23.7 

69.2 

17.331 

4.6 

(533) 

65.5(653 

183 

VF 

32.2 

46.0 

(784) 

4.3 

54Sl 

26.7(780) 

237  Service  Merchandise 

23.5 

107.4 

560! 

0.5 

,716) 

62.0(66! 

184 

Kidde 

32.0 

67.7 

(737) 

2.3 

653) 

52.8(699) 

238 

Schering-Plough 

23.5 

-■2  (i 

(668) 

8.2 

,402) 

118.0(501 

185 

Wang  Laboratories 

31.7 

76.6 

(703| 

-2.0 

744) 

81.7(585) 

239 

American  Motors 

23.5 

172.2 

(312) 

-5.3 

763) 

85.3(57< 

186 

SmithKIine 

1 1  A 

102.9 

(584) 

16.3 

194) 

117.9(501) 

240 

American  Electric 

11  A 

207.4 

(246) 

20.7 

(142) 

582.8(31( 

187 

Grumman 

31 .5 

96.9 

1615! 

2  6 

642) 

50.4(711) 

241 

Intel 

23.4 

S8  5 

(763) 

0.1 

(723) 

92.2(563 

188 

Southern  Company 

31.4 

216.9 

[228| 

26.4 

1(15! 

587.9(3071 

242 

Squibb 

23.3 

8^  S 

(650) 

9.7 

(374) 

105.2(531 

189 

Gillette 

31.4 

76.4 

(704) 

5  1 

507) 

77.2(605) 

243 

IU  International 

23.3 

80.8 

(674) 

-7.5 

774) 

43.0(731 

190 

Zenith  Electronics 

31 .0 

52.4 

(776) 

-0.2 

732) 

29.9(774) 

244 

General  Signal 

23.2 

77.6 

(696) 

2.1 

661| 

63.9(65^ 

190 

Jack  Eckerd 

i 1  n 

s2  a 

(666) 

-0.9 

737) 

33.0(766) 

245 

Loews 

Tin 

ZO.U 

291.6 

(149) 

25.6 

(107) 

701.6(27* 

192 

Harris  Corp 

31.0 

74.5 

1 7 1 1 1 

2.0 

667) 

58.2(683) 

246 

Black  &  Decker 

22.7 

77.1 

(700) 

-7.3 

(772) 

67.0(648 

193 

Travelers 

30.6 

476.4 

i  53) 

1 2  2 

289) 

1359.3(166) 

247 

Parker-Hannifin 

22.6 

67.2 

(738) 

3.5 

(590) 

49.8(714 

194 

Security  Pacific 

30.4 

is:  4 

(292) 

10.6 

354) 

1762.4  (  94| 

248 

EG&G 

22.5 

51.3 

(778) 

2.5 

645' 

19.1(793 

195 

Times  Mirror 

30.3 

97.2 

(614| 

7.8 

416| 

89.0(568) 

249 

James  River  Corp 

22.2 

115  5 

(524) 

4.6 

533) 

84.9(577 

196 

Lear  Siegler 

oU.o 

77.8 

|694) 

2.9 

623) 

48.7(718) 

250 

USG 

zZ.  1 

114.3 

(533) 

10.1 

363) 

78.4(591 

197 

JP  Stevens 

30  0 

57.0 

(768| 

-0.6 

735) 

38.2(7481 

251 

Square  D 

22  1 

61.1 

(759) 

4.0 

562) 

50.0(713 

198 

Gannett 

29.9 

73.9 

(715) 

8.5 

398) 

77.4(602) 

252 

Amfac 

22.0 

109.3 

,556 

0.8 

704) 

59.7|674 

199 

Emhart 

29.7 

59.8 

(761) 

2.7 

633) 

51.3(710) 

252 

Knight-Ridder 

22.0 

78.6 

(691) 

6.0 

468) 

63.41660 

200 

Fluor 

29.6 

149.2 

(372) 

-19.5 

789) 

90.6(564) 

252 

Mercantile  Stores 

22.0 

85.5 

(657) 

4.7 

529) 

52.3(704 

201 

ConAgra 

29.3 

192.4 

(274) 

3.4 

601) 

64.0(655) 

255 

Morrison-Knudsen 

22.0 

96.5 

(617) 

1.9 

671) 

42.6|738 

202 

Trans  World  Air 

29.1 

128.1 

(454) 

-7  2 

771) 

95.2(5531 

256 

Sterling  Drug 

22.0 

79.8 

(684) 

5.0 

515) 

74.1(618 

203 

Walt  Disney 

29.0 

72.2 

(720) 

6.1 

463) 

104.4|532) 

257 

Continental  Tel 

21.9 

116.7 

(513) 

10.9 

336) 

23  1  5(402 

203 

Pacific  G&E 

29.0 

290.7 

(150) 

35.5 

(  64) 

658.6|288) 

258 

Toys  "R"  Us 

21.8 

90.9 

(639) 

5.5 

484) 

56.4(687 

166 
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By  8  a.m. ,113 
JS Air's  135  planes  are  in  the  air. 


One  luxury  you  don't  have  is 
time.  So  US  Air  helps  you  make  the 
most  o  f  it. 

To  give  you  an  early  start,  we^get 
83%  of  our  fleet  off  the  ground  by 
8  a.m. 

We  design  our  schedules  so  you 
can  fly  out  and  back  the  same  day  and 
still  enjoy  a  full  business  day  at  your 
destination.  That's  especially  true  in 
the  Northeast,  where  we  offer  80% 
more  domestic  departures  than  any 
other  airline. 

We're  strong  in  the  Northeast, 


but  we  didn't  stop  there.  Our  system 
reaches  California,  Arizona,  Colorado, 
Texas,  Florida  and  Louisiana.  Our 
newest  cities  will  include  Atlanta  and 
Jacksonville.  In  all,  we  serve  more 
than  100  cities  in  the  U.S.  and  Canada. 

Con venient  schedules,  competitive 
fares,  professional  service  and  an 
expanding  Frequent  Traveler  Program 
have  made  us  one  of  the  most 
successful  major  airlines  in  the  world. 

For  information  or  reservations, 
contact  your  travel  consultant  Or,  call 
USAir.  We'll  be  up  early  to  serve  you. 


The  Forbes  500s-Jobs  And  Productivity 


 Per  employee  ($000)    Per  employee  ($000) — 


Rank  Company 

Employees 
10001 

Sales 
(rank) 

Profits 
(rank) 

Assets 
(rank) 

Rank 

Company 

F  m  n  1  f  i  v  i'  i'  v 

(000) 

Sales 
(rank) 

Profits 
(rank) 

Ass 
(ran 

259 

Yellow  Freight 

21.4 

71.4 

(723) 

2.6 

(642) 

34.9 

758) 

313 

MCA 

16.5 

127.2 

(459) 

9.1 

385) 

136.61 

260 

Scott  Paper 

21.4 

142.5 

(402) 

9.4 

(380) 

164.4 

4421 

313  Allegheny  Beverage 

16.5 

58.1 

(764| 

4.3 

548 

37.1 

261  Consolidated  Edison 

21.3 

258.4 

(183) 

26.5 

(103| 

420.4 

347) 

315 

Dover 

16.4 

87.5 

(650) 

6.1 

463) 

61.8 

262  Consol  Freightways 

21.2 

89.0 

(6451 

3.7 

(579| 

53.6 

696) 

316 

Texas  Utilities 

16.4 

254.8 

188 

35.9 

I  60) 

663.91 

263 

Roadway  Services 

20.9 

75.6 

(707) 

3.6 

(585| 

47.8 

720) 

317 

Dillard  Dept  Stores 

16.0 

100.0 

(598| 

4.2 

(551) 

53.8' 

264 

Armstrong  World 

20.8 

80.8 

(674) 

4.9 

(519) 

52.6 

701) 

318  White  Consolidated 

16.0 

121.6 

(485) 

2.1 

661] 

71.2 

265 

Unocal 

20.4 

525.4 

(  41) 

15.9 

(199) 

528.3 

321) 

319 

NWA 

15.9 

166.9 

(323) 

4.6 

(533) 

145.81 

266 

Upjohn 

20.4 

98.9 

(604) 

9.9 

(369) 

116.5 

508! 

320 

Mellon  Bank 

15.8 

203.8 

,252: 

12.8 

(269) 

21 13.4 

267 

Duke  Power 

20.4 

142.1 

(405) 

21.5 

(136) 

393.4 

354 

321 

Anderson,  Clayton 

15.8 

105.7 

56- 

1.3 

(691| 

55.1] 

268 

Baker  International 

20.4 

93.3 

(630) 

4.2 

(551) 

100.8 

540) 

322 

American  General 

15.7 

360.6 

1101) 

32.2 

(  78) 

1312.81 

269 

Cummins  Engine 

20.3 

105.6 

(568) 

2.5 

(645) 

83.9 

579) 

323 

Sundstrand 

15.7 

82.1 

(667) 

4.8 

(523) 

83.81 

270 

Tektronix 

20.2 

70.1 

(728) 

3.5 

(590) 

57.4 

684) 

324 

Norwest 

15.6 

161.3 

(336) 

6.9 

446 

1373.0(1 

271 

Limited 

20.2 

118.5 

(499) 

7.2 

(437) 

60.1 

673) 

325 

SunTrust  Banks 

15.6 

116.9 

(512| 

10.7 

(351) 

1246.81 

272 

Manville 

20.1 

93.5 

(629) 

-2.2 

(747) 

119.1 

498) 

326 

Perkin-Elmer 

15.5 

84.5 

(661) 

5.1 

5(T 

81.9( 

273 

Celanese 

20.0 

152.3 

(354) 

8.9 

(389) 

140.5 

466) 

32~ 

Ex-Cell-O 

15.4 

74.0 

(714) 

3.7 

(579) 

51.9|i 

273 

Mattel 

20.0 

52.5 

|7T5! 

2.9 

623: 

36.2 

754) 

328 

Kemper 

15.3 

188.7 

(281| 

6.1 

(463) 

606.51 

275  Waste  Management 

20.0 

81.4 

1671) 

8.6 

596! 

113.2 

513) 

329 

Gulf  &  Western 

15.3 

221.1 

(223) 

15.5 

(208) 

755  3|. 

276  Chemical  New  York 

19.9 

283  8 

(15S1 

19.6 

149 

2862  5 

1  45) 

330 

FPL  Group 

15.2 

286.1 

(156) 

24.5 

(114) 

586.7|. 

277 

Shoney's 

19  8 

28  5 

(792) 

2.0 

(667) 

16.1 

7961 

331 

Westvaco 

1  5  0 

113.8 

(536) 

6.8 

(448) 

129.11 

278 

Colt  Industries 

19.7 

80.4 

(681) 

7.0 

(444) 

63.6 

658) 

332 

Ames  Dept  Stores 

15.0 

100.8 

(595) 

2.7 

(633) 

56.9(1 

279 

Sherwin-Williams 

19.4 

112.9 

(543| 

3.8 

(570) 

54.3 

693| 

333 

Petrie  Stores 

15.0 

76.0 

(705) 

4.4 

(545) 

62.2(1 

280 

Bally  Mfg 

19.4 

66.7 

(743) 

1.3 

(691) 

78.7 

594| 

334 

Food  Lion 

14.9 

124.9 

469' 

3 : 

61  I 

29. 4( 

281 

Gould 

19.1 

74.3 

(712) 

-9.2 

779) 

72.6 

6251 

335 

Fleming  Cos 

14.9 

4-',  8 

1  52! 

4.0 

562' 

78M 

282 

Enserch 

19.1 

177.6 

(299) 

-2.0 

744) 

175.8 

431) 

336 

Olin 

14.9 

117.9 

(509) 

-11.1 

(782) 

107.6C 

283 

Brunswick 

19.1 

80.8 

1674) 

5.3 

493) 

52.6 

7011 

337 

Hershey  Foods 

14.8 

134.6 

(441) 

7.6 

(425) 

80. 8(i 

284 

Commonwealth  Ed 

18.6 

266.9 

(172) 

51.4 

I  28) 

973.9 

230) 

338 

Stanley  Works 

14.8 

81.7 

(670) 

5.3 

493 

52.6|' 

285 

Giant  Food 

18.6 

121.1 

(489) 

3.1 

615) 

33.6 

764) 

339 

Wells  Fargo 

14.7 

228.7 

(216) 

12.9 

(268) 

9007  O  ti 

—  1  ' 1  '  —    '■  ■  II 

285 

Transamerica 

18.6 

301.4 

(137) 

7.9 

414) 

741.3 

266) 

340 

Nordstrom 

14.6 

89.2 

644 

3.4 

1601) 

52.31'. 

285 

Tribune 

18.6 

104.5 

(578) 

6.7 

4511 

131.9 

481) 

341 

McGraw-Hill 

14.6 

102.4 

(5891 

10.1 

363 

87.4|; 

288  Leaseway  Transport 

18.5 

77.3 

(697) 

3.4 

601) 

55.7 

688) 

342 

Circle  K 

14.6 

138.8 

(417) 

2.7 

633) 

58.6K 

288 

Time  Inc 

18.5 

184.0 

(289) 

10.8 

344) 

166.0 

437) 

343 

Gerber  Products 

14.5 

67.2 

[738! 

3.5 

(5901 

41  3|; 

290 

RR  Donnelley 

18.4 

110.8 

(551) 

8.1 

405) 

86.6 

574) 

344 

Republic  Airlines 

14.3 

121.3 

(486| 

4.8 

(523) 

90.0(5 

291 

National  Service 

18.4 

66.5 

(744) 

3  8 

5^0' 

34.9 

758) 

345 

Piedmont  Aviation 

14.3 

107.0 

(561) 

4.7 

(529| 

104.2(; 

292 

Jim  Walter 

is  3 

123.3 

(4791 

6.4 

454) 

15}  4 

447) 

346 

Advanced  Micro 

14.2 

44.0 

(786) 

0.0 

728) 

54.0(6 

293  American  Greetings 

18.3 

53.7 

r7o' 

4.1 

55^ 

5  1  9 

706) 

347 

Texas  Air 

14.1 

137.8 

(426) 

3.4 

601) 

138.4|4 

294 

Air  Prods  &  Chems 

18.2 

102.7 

(586) 

8.0 

408) 

147.6 

454 

348 

First  Chicago 

14.1 

310.1 

(130) 

12.0 

298 

2759.3  ( 

295 

Automatic  Data 

18.0 

61.2 

(758) 

5.3 

493) 

58.6 

681) 

349 

Thrifty  Corp 

14.0 

101.9 

,59^ 

2.3 

653 

41.5(7 

295 

Bank  of  Boston 

18.0 

190.9 

(276) 

9.7 

374) 

1572.0 

1171 

349 

Texas  Eastern 

14  0 

3*9  - 

-2 

2.9 

62} 

385.1(3 

295 

Best  Products 

18.0 

124.2 

(474) 

0.1 

723) 

74.0 

620) 

351 

Gt  Northern  Nek 

13.9 

139.2 

(414) 

3.3 

607) 

141.6(4 

298 

Crown  Zellerbarh 

18.0 

170.3 

(320) 

-1.5 

740) 

133.8 

477) 

352 

Fort  Howard  Paper 

13.9 

98.2 

11.3 

320) 

110.7(5 

299 

Morton  Thiokol 

17  9 

105.5 

(570) 

1  1  3 

320) 

78.6 

5961 

353  So  New  England  Tel 

13  8 

94.2 

(624) 

8.7 

395) 

1 75  flr 

300 

Union  Camp 

17.6 

106.2 

(565) 

5  4- 

489) 

151.4 

450 

354 

Alexander  &  Alex 

13  8 

66.4 

(745) 

-0.5 

734) 

1 54.  ~t[i 

301 

Continental  Corp 

17.4 

292.6 

(147) 

3.5 

5901 

660.6 

28"' 

355 

Mack  Trucks 

13.7 

150.3 

|3661 

-4.4 

7581 

77.3(6 

301 

Alco  Standard 

17.4 

226.6 

(220) 

2.9 

623) 

75.4 

611) 

356 

Public  8t-r\  ice  1&.G 

13.7 

321.3 

(1251 

39.7 

4  s 

764.3(2 

303  Marsh  &  McLennan 

17.3 

78.8 

,6.S,s 

9.4 

380) 

59.4 

677) 

357 

Pittston 

-13.6 

92.2 

(6361 

0.0 

728) 

68.2(6 

304 

Becton  Dickinson 

17  3 

66.8 

(742) 

5.3 

493) 

73.6 

622) 

358 

Middle  South  Utils 

13  5 

239.4 

(2031 

29.6 

(  88) 

1009  6(2 

305 

Mead 

17.3 

158.9 

(338) 

5.4 

489' 

130.1 

4851 

359 

Gen  Public  Utils 

13.5 

213.1 

(234) 

7.2 

437) 

458.7(3 

306 

EF  Hutton  Group 

17.2 

182.9 

(291) 

2.5 

645! 

1267.0 

183) 

360 

Kaiser  Aluminum 

13.5 

150.8 

(364) 

-13.9 

787) 

242  4  - 

307 

Kellogg 

17.2 

170.7 

(319) 

16.4 

190) 

100.6 

541) 

361  Dominion  Resource 

13.4 

201.9 

(256) 

23.8 

122) 

631.4(2 

308 

Data  General 

17.1 

70.1 

(728) 

0.1 

723) 

74.9 

6151 

362 

Farmers  Group 

13.4 

74.2 

[713) 

13.8 

247| 

198.3(4 

309 

Browning-Ferris 

17.1 

70.1 

(728) 

6.8 

448) 

60.9 

672) 

363 

USAir  Group 

13.3 

133.0 

(444! 

8.8 

3931 

147.0(4 

310 

Rite  Aid 

17.0 

90.6 

(641) 

3.8 

570) 

44  4 

7311 

364 

JP  Morgan 

13.2 

497.2 

1  47) 

53.3 

(  24! 

5246.5  | 

311 

So  Calif  Edison 

17.0 

303.8 

1136) 

45.5 

(  36) 

740.2 

2671 

365 

CBI  Industries 

13.2 

114.9 

(527) 

-3.6 

7531 

85.5(5 

312 

Navistar  Intl 

16.8 

205.3 

|2-0i 

6.3  (458) 

125.1 

492) 

366 

Polaroid 

13.2 

98.4 

(606) 

2.8 

629) 

105.2(5 
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A  few  ideas 
about  the  paperless  office. 


As  an  idea,  the  paperless  office  is 
brilliant.  As  a  practical  matter,  a  truly 
paperless  office  is  probably  unattain- 
able. Even  as  we  move  into  the  elec- 
tronic age,  business  is  generating  more 
paper  than  ever. 

Moore  is  a  century-old  leader  in 
paper-based  business  communications. 
But  we've  done  more  than  watch  how 
electronic  technology  has  changed 
business  communications.  We  brought 
many  of  these  changes  about.  Not  to 
eliminate  paper,  but  to  eliminate  your 
paperwork. 

This  paperwork— the  processing 
and  management  of  business  informa- 
tion—can tie  up  millions  of  your  dollars 
in  data  processing  equipment  and  mail 
room  facilities.  Costly  investments  in 
technology  that  run  the  risk  of  becom- 
ing obsolete. 

Today,  Moore  offers  you  an  alterna- 
tive. Virtually  anything  you  can  do 
in-house,  or  with  the  help  of  multiple 
suppliers,  we  can  do  for  you.  And  save 
you  money  doing  it.  We  provide  an 
enormous  range  of  products,  systems 
and  services  to  help  companies  manage 
business  information  with  a  level  of 
sophistication  that  didn't  exist  a  few 
years  ago. 


Starting  with  business  forms, 
Moore  not  only  continues  to  produce 
forms  of  all  kinds,  but  is  also  helping 
companies  control  their  costs  by  offer- 
ing a  variety  of  forms  management 
programs. 

Business  mailings?  We  handle  all 
types,  small  or  multimillion  runs,  in  one 
continuous  computerized  operation, 
from  printing  to  mailbag.  And  then, 
we  can  receive,  analyze  and  report  on 
the  response. 

Perhaps  your  company  uses  auto- 
matic identification  systems.  Moore 
offers  total  bar  coding  capability,  from 
simple  bar  code  printing  to  complex 
turnkey  systems. 

And  as  an  added  service  to  busi- 
nesses of  all  sizes,  Moore  retail  stores 
and  direct  mail  catalogs  are  an  impor- 
tant source  for  computer  products 
and  supplies. 

Whether  your  business  is  large  or 
small,  whether  your  needs  are  paper- 
based  or  computer-based,  Moore  can 
help  you  manage  your  business  com- 
munications faster  and  more  cost 
effectively  than  you  can  do  yourself. 

For  more  ideas  on  how  we  can  help 
manage  your  business  information,  call 
Moore  now  at  1 800  447-3000,  ext.  7200. 


BUSINESS  FORMS 
&  SYSTEMS  DIVISION 

1205  Milwaukee  Avenue 
Glenview,  IL  60025 


two  years  old  and  growing 
stronger  e\oy  day 


It  comes  as  no  surprise.  From 
the  day  of  divestiture,  BellSouth 
has  been  the  largest  of  all  the  re- 
gional holding  companies.  We 
have  always  had  the  strength  to 
grow  and  the  skills  to  do  it. 

Our  strategies  have  been  clear: 
to  focus  on  telecommunications, 
the  business  we  know  best;  to  be 
financially  driven  while  maintain- 
ing our  consumer  orientation 
with  a  commitment  to  service; 
and  to  pursue  orderly  and  sensi- 
ble diversification. 


Two  years  of  strong  financial  performance 

°/o  cumulative  total  return  * 


1o   2o  3q   4q    1q   2q   3o  4o 


'Total  relurn  =  yield  +  price  appreciation 

Sound  Financial  Strategies 

The  soundness  of  these  strate- 
gies can  be  measured  in  a  number 
of  ways.  First,  financially.  More 
than  90%  of  our  revenues  come 
from  ourtwo telephone  operating 
companies,  Southern  Bell  and 
South  Central  Bell.  Their  perform- 
ances over  the  past  two  years  have 
helped  BellSouth  stock  to  outper- 
form both  the  Dow  Jones  Industrial 
Average  and  the  Standard  and 
Poor's  500  Average. 

Information  Age  Technology 

Our  focus  on  telecommunica- 
tions places  us  in  the  lead  as  Amer- 
ica races  into  the  Information  Age. 
In  this  new  era,  when  telecommu- 
nications will  become  the  most 
significant  part  of  this  nation's  eco- 
nomic infrastructure,  BellSouth's 
$21  billion  network  already  in  place 
is  offering  our  customers  the  lead- 
ing edge  of  technologies. 


Our  investment  of  some  $19 
billion  over  the  past  seven  years 
has  produced  an  abundance  of 
new  products  and  services  for  our 
present  and  future  customers.  We 
are  one  of  the  leading  companies 
in  the  deployment  of  fiber  optic 
cable.  Our  customers  today  can 
have  such  exotic  high-tech  serv- 
ices as  MegaLinkr  TouchStarf"1 
LightGate®  PulseLinkT1  Syn- 
chroNet5m  and  ESSX?  which 
transmit  voice,  data  or  video 
signals  over  telephone  access 
lines.  These  and  many  other  new 
services  are  being  marketed  ag- 
gressively to  our  residential  and 
business  customers. 


People,  Promise 

Though  BellSouth  is  just  two 
years  old,  we  are  not  new  at  all. 
We  inherited  the  legacy  of  two  of 
the  proudest  names  in  the  Bell 
System:  Southern  Bell  and  South 
Central  Bell.  We  are  a  company  of 
some  93,000  people  whose  tal- 
ents and  experience  become  ev- 
ermore important  as  technology 
spawns  new  market  opportunities 
for  us.  Accompanying  that  experi- 
ence are  financial  competence  and 
sound  management,  and,  above 
all,  a  commitment  to  lead  the  way 
into  the  Information  Age. 

Two  years  ago,  we  promised 
that  BellSouth  would  explore  new 
ventures  and  new  growth  markets 
and  that  our  goal  was  sound  and 
profitable  growth.  We  will  continue 
to  live  up  to  that  promise. 

Learn  more  about  BellSouth 
from  your  broker,  or  write:  Mr. 
L.E.  Spradlin,  Director  of  Investor 
Relations,  BellSouthCorporation, 
675  West  Peachtree Street,  N.E., 
Atlanta,  Georgia  30375.  Or  call 
404-420-8136. 


The  Strength  Of  Our  Region 

And  nowhere  is  the  future 
more  promising  than  in  our  nine- 
state  Southeast  region.  We  are 
serving  the  needs  of  one  of  the 
fastest  growing  areas  in  the  na- 
tion; BellSouth  companies  serve 
a  region  of  over  46  million  people. 
Our  population  is  growing  40  to 
50  percent  faster  than  the  U.S.  av- 
erage. Net  in-migration  to  the  re- 
gion totaled  about  1.4  million  from 
1980-84,  and  by  the  year  2000, 
our  nine  states  will  be  home  to 
some  57  million  people. 


The  BellSouth  Companies: 

South  Central  Bell  •  Southern  Bell  •  BellSouth 
Services  •  South  Central  Bell  Advanced  Systems 
•  Southern  Bell  Advanced  Systems 

BellSouth  Enterprises  •  BellSouth  Advertising  & 
Publishing  •  Stevens  Graphics  •  TechSouth  • 
BellSouth  Advanced  Systems  • 
BellSouth  Mobility  •  BellSouth  Systems  Technology 
•  BellSouth  International  •  FiberLAN,  Inc. 


BELLSOUTH 


©1986,  BellSouthCorporation 

DJIA— Dow  Jones  Industrial  Average  is  a  registered  trademark  of  Dow  Jones  Co  .  Inc 
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The  Forbes  500s -Jobs  And  Productivity 


 Per  employee  ($000)    Per  employee  ($000' 


Rank 

Company 

Employees 
,0001 

Sales 
(rank' 

Profits 
,rank) 

Assets 
(rankl 

Rank 

Company 

Employees 
,0001 

Sales 
(rank) 

Profits 
(rank) 

\sset: 
,  rank] 

367 

Genuine  Parts 

13  1 

173.8  |307) 

9.6(376) 

-  74.5 

6171 

421 

St  Paul  Cos 

9.8 

273.0 

(169) 

9.6(376! 

704.8(2j 

368 

National  Gypsum 

13.1 

102.3  (591| 

6.7,451) 

m  1 : 

5s9 

422 

NCNB 

195.1 

,266' 

17.0(1771 

2046.0  |  1 

369 

Barnett  Banks  Fla 

13.0 

121.0  (-491 ) 

9.9  (369! 

1139.9 

2021 

423 

Harcourt  Brace 

102.9  |584| 

5  3  ,493' 

142.4(4j 

370 

Hughes  Tool 

12.9 

97.7  |611l 

0.3(720! 

135. 7 

4731 

424 

Irving  Bank 

9.6 

211.3  |237) 

12.1  ,297! 

2255.3  |  ( 

371 

Payless  Cashways 

12.8 

.   —  55- 

3.0,619' 

47.5 

7221 

425 

Adolph  Coors 

9.6 

133.8 

14421 

5.6,4821 

135.4(4; 

372 

E-Systems 

12.7 

73.0  [718] 

3.5(590) 

-4-. 

425 

First  Bank  System 

96 

262.1 

,178) 

17.4,1711 

:    .  -  : 

373 

NL  Industries 

12.6 

113.0  ,542' 

1.7(677) 

126.8 

4v,; 

427 

New  York  Times 

9  6 

145.9  (388! 

12.2,289' 

:  35  - 

373 

Crown  Cork  &  Seal 

12.6 

118.1  (507! 

5.7(478) 

68.8 

^4; 

428 

Continental  Illinois 

-J 

303.9 

1  35 

14.1  235 

3221.6  |  ^ 

375 

General  Cinema 

12.5 

79.6  |6851 

7.3  (433' 

75.5 

610! 

429 

Central  &  SW 

9.4 

288.8  (154| 

36.2  1  59 

726.4(2« 

376 

Lincoln  National 

12.5 

393.1   |  "9! 

17.2(1741 

1085.7 

210! 

430 

Avnet 

9.4 

148.1 

1375) 

3.3  ,607' 

95.9(53 

377 

Hammermill  Paper 

12.4 

151.4  ,359! 

:  3  653 

103.1 

5361 

431 

Wetterau 

9.3 

357.6  ,103 

3.3  ,6071 

68.5(6| 

378 

Bk  of  New  England 

12  3 

139.2  ,4141 

10.7(351! 

1449.1 

1461 

432 

Carolina  P&L 

9.3 

208.6  (244' 

35. 7  1  62' 

-1-6,27 

379 

Centel 

12.3 

108.1  (558) 

10.5  (3561 

:  -  - 

417' 

433 

Ravchem 

9.2 

78.7  [689! 

4.1  ,5571 

78.7(59 

380 

Pacific  Lighting 

12.3 

4 ; 4  -  69 

12.7  ,272! 

3371 

36- 

434 

Northeast  Utilities 

-•  i 

::-  3  2is 

31. 7  SI 

674.4fl 

381  Diamond  Shamrock 

12.2 

335. 7  11171 

-49.5  ,797' 

378.0 

3591 

435 

Archer  Daniels 

9.1 

562.2 

,  38! 

22.1  (1301 

401.7(35| 

382 

McKesson 

12.2 

-  M 

6.0|468) 

175.9 

4301 

436 

Paccar 

. 

:  -  -  243 

8.0(4081 

116.6(5fJ 

383 

MCI 

12.1 

210.4  i238l 

11.6(312) 

373.3 

3611 

437 

Baltimore  G&E 

-;  : 

193.4  2-2 

27.3  ,  991 

461.2|33l 

384 

Lowe's  Cos 

172.4  ,311' 

5.0  (5151 

71.3 

631! 

438 

USF&G 

9.1 

3M  4 

1  87) 

-5  ;  -6i 

R23  ~*  2  S 

385 

Fireman's  Fund 

12.0 

278.9  [164| 

-3.7  ,7551 

665.1 

2831 

439 

National  Citv 

9.0 

144.7  (394) 

12.0  (298) 

1389.31  id 

386 

Louisiana-Pacific 

12.0 

105.1  |573l 

2.1  (6611 

116.4 

5091 

440 

KeiT-McGee 

9.0 

373.1 

95 

15.2,2121 

412.9(34) 

387 

Harsco 

11.9 

106.0  ;566' 

5.1  ,507' 

69.2 

6391 

441 

Intl  Minerals 

8.9 

173.5 

-."421 

::.  -  40 

388 

Rohm  &  Haas 

11.9 

172.7  ,310' 

11.9  (3031 

146.0 

45  7 ' 

441 

Cyclops 

8.9 

156.6  |3441 

2.8,629! 

61.0M 

389 

Marine  Midland 

11.9 

207.0  (2471 

10.5,356' 

1970.6 

,  T9' 

443 

Capital  Cities/ABC 

8.8 

116.5 

,5161 

16.2  ,196 

215.1(411 

390 

First  L'nion 

11.9 

139.9  412 

14  6  230 

1396.2 

1601 

444 

First  Citv  Bancorp 

8.7 

204.5 

(2511 

4.8(5231 

1927.9  (  81 

391 

A.MAX 

11.8 

151.2  ,362> 

-52.5,798! 

301.1 

3741 

445 

Sysco 

8.7 

330.7  (120) 

6.3,4581 

:  5- 

392 

Deluxe  Check 

M  -  -50 

8.8|393) 

44.1 

-33 

446 

NBD  Bancorp 

8.7 

1-4  " 

,306' 

13.6  ,250 

1922 7  ,  8. 

393 

MCorp 

11.8 

I*-  -  2.s4 

11.3  (320! 

1921.1 

,  84! 

447 

Sea-Land 

188.9  (280] 

1.6(682! 

22" 2  40 

394 

First  Wachovia 

11.7 

149.9  (3681 

16.0(1981 

1513.4 

131! 

448 

RepublicBank 

•  - 

:-;  *  W9 

16.4,190! 

;-.  -  5 

395 

Coastal  Corp 

11.7 

622.3  1  30! 

12.2(2891 

709.5 

274' 

449 

Pennzoil 

-  ; 

26  3  1  I" 

:  —  :<< 

3.-  -  3; 

396 

W  eis  Markets 

11.7 

87.3  (652! 

5.2(500! 

36.7 

752! 

450 

First  Fidelity  Bncp 

8.5 

:24  3 

:  1  :  333 

14U  -  13 

397 

Houston  Industries 

11.5 

353.8  1 106' 

40.5  ,  46' 

766.3 

259) 

451 

Pennsylvania  P&L 

8.4 

235.0  (  208! 

34.6  1  681 

-2-  ;  25 

398 

Consumers  Power 

11.3 

291  7  ,148' 

-23.9(7921 

761.9 

261! 

452 

Gt  Western  Finl 

8.4 

4    5  4 

24.0(119' 

3033.4  |  41 

399 

Collins  &.  Aikman 

11.3 

96.6  (6161 

5.7(478] 

53.5 

697' 

453 

PNC  Financial 

8.4 

:;  3  - 

2  33 

22.4,128! 

2242.1  I  6 

400 

Paine  Webber 

11.3 

178.7  ,2981 

3."  [579] 

1464.0 

141] 

454 

Amerada  Hess 

8.3 

-:3 : 

I  12! 

-31.4  ,794! 

750.2|2fV 

401 

InterNorth 

11.2 

912.9  13] 

18.2(161' 

880.8 

246' 

455 

Texas  Commerce 

8.3 

234.1 

,209' 

6.4,454 

24287  1  5« 

402 

Koppers 

11.1 

125.8  (464! 

-9.1  ,778' 

95.8 

551' 

456 

Witco 

8.3 

175.4 

,304' 

6.9(446' 

98.1(54, 

403 

Detroit  Edison 

11.1 

250.9  [194! 

39.4  ,  49' 

854.3 

250) 

45" 

Banc  One 

8.2 

144.5 

,396 

15.8(202) 

.    ;  I  ~ 

404 

Masco 

11.0 

i04.9  — 

i  ::. 

165.2 

4391 

458 

Sovran  Financial 

- : 

126.2 

,462! 

11.3  (320! 

: i"6  :  is 

405 

Niagara  Mohawk 

11.0 

:  > 

3 -.6  35 

640.5 

293! 

459 

Willamette  Inds 

- : 

141.1 

(409! 

74,430! 

406 

Safeco 

10.9 

199.5  i2601 

157,204' 

439.1 

3431 

460 

Capital  Holding 

8.2 

265.4 

175[167! 

,    ,  3 

407 

Columbia  Gas 

10.8 

373.5  194] 

-8.6  (7761 

537.9 

319! 

460 

Beneficial  Corp 

8.2 

252.6 

,190! 

12.4,288' 

:  -—2: 

408 

Ethvl 

10.8 

201.6  |257 

10.9(336 

281.2 

3841 

462 

American  Natl  Ins 

8.0 

98.4 

,606! 

18.-4  ,157' 

466.0|33. 

408 

Philadelphia  Elec 

:  - 

280.3  (1611 

48.9  |  311 

945.6 

235' 

463 

Warner  Comm 

8.0 

279.1 

,163' 

24.4,117' 

285.4(38, 

410 

National  Distillers 

: : '  6 

184.9  1287) 

7.3  ,433' 

190.1 

425' 

464 

Home  Group 

8.0 

252.4 

,191! 

-23.3  [791' 

635.9(29; 

411 

Bankers  Trust  NY 

10.5 

448.5   |  60' 

35.4  1  651 

4828.3 

1  14] 

465 

Bausch  &.  Lomb 

8.0 

75.0 

(7101 

8.4,400' 

78.9(59. 

412  Tecumseh  Products 

10.3 

;  s  4-4 

61.6 

6,^ 

466 

AZP  Group 

".8 

149.8 

(3691 

35.7  |  621 

•-•  .  2- 

413 

Western  Air  Lines 

10.3 

4  45  s 

3.5  (590' 

92.8 

— 

467 

Intl  Multifoods 

168.9 

,321' 

3.2,611' 

-4  - 

414 

Pantry  Pride 

10.2 

43.6  1787] 

6  -4; 

368.8 

362 

468 

Prime  Computer 

99.5 

(600! 

7.5,429i 

--  ; 

415 

Citizens  &  So  Ga 

10.2 

135.1  i438l 

12.2,289! 

1334.1 

172' 

469 

Consol  Natural  Gas 

7 6 

430.6 

6  5 

27.9  |  95' 

498.2,32! 

416 

Triangle  industries 

10.1 

163.5  $31 

3."  579] 

146.8 

456! 

470 

Cabot 

" 

. 

,290' 

-11.2(7831 

214  4  41 

417 

Longs  Drug  Stores 

10.0 

•  i-4 

3.8  (570! 

40.1 

"44 

471 

Ohio  Edison 

7.6 

232.3 

,213' 

49.1  |  30' 

965.1(23 

418 

Temple-Inland 

9.9 

125.6  (4651 

8.6,396' 

148.4,453' 

4"; 

Illinois  Tool  Works 

7.6 

79.0 

687 

4.2  ,551' 

:  -4 

419 

InterFirst 

9.9 

220.9  (224) 

6.2,4621 

.....  . 

4-3 

Bank  of  New  York 

7.5 

211.5 

236 

17.3,173' 

2-;2  -  5 

420 

Ps  'ifiCorp 

9.8 

202.1  (2551 

25.3(108! 

521.9,3231 

474 

Norstar  Bancorp 

7.4 

118.5 

499 

12.5,281' 

1208.8(19: 

172 
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The  facility  of  tomo 


complex  systems,  designed  to  operate,  control 
and  monitor  every  facet  of  its  function. 

However,  it  will  be  able  to  operate  effectively 
only  when  all  of  its  systems  are  coordinated 
and  integrated— talking  not  only  to  one  another, 
but  to  management  as  well. 

The  integration  of  systems  is  a  specialized, 
difficult  and  complicated  endeavor,  particularly 
when  process,  engineering,  support  and  build- 
ing systems  must  interface. 

The  Austin  Company  fully  understands  the 
intricacies  of  systems  integration,  because 
Austin  is  already  engaged  in  designing  and 
integrating  the  systems  of  a  number  of  world- 
class  facilities  of  tomorrow. 

To  develop  your  facility  of  tomorrow,  you 
should  be  talking  to  Austin  today. 

The  Austin  Company,  Cleveland,  Ohio 
44121.  (216)  382-6600. 

/Sf\  THE  AUSTIN 
COMPANY 

CONSULTANTS  • 
':.  '  •'  ,  DESIGNERS 

•■'  ■"'  '■•'^■•'''■■-■XK.i'':  ''.  .      ■  ENGINEERS  '-v  '    '  <; 

CONSTRUCTORS 

TLANTA.  CHICAGO  CLEVELAND.  HOUSTON.  KANSAS  CITY.  LOS  ANGELES.  NEW  YORK.  SEATTLE  •  AMSTERDAM.  LONDON.  MADRID  SYDNEY.  TORONTO  •  MILAN.  SAO  PAULO 
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Rank  Company 

Employees 
(000) 

 Per  employee  ($000)  

Sales           Profits  Assets 
(rank)           (rank)  (rank) 
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475 

No  States  Power 

7.4 

242.3 

(201) 

26.8(101) 

•548.4(317) 

529 

Wilson  Foods 

5.5 

270.3 

(171) 

-6.9 

770) 

40.9(7 

476 

Union  Electric 

7.3 

217.8 

(227) 

46.2  (  35) 

845.9(252) 

530 

Rainier  Bancorp 

5.5 

149.8 

(369) 

11.9 

303) 

1528.5(1 

477 

Macmillan 

7.3 

92.7 

(634) 

6.1  (463) 

80.5(588) 

531 

Nicor 

5.5 

390.6 

|  80) 

-27.9 

793) 

373.8(3 

478 

Valley  National 

7.1 

143.9 

(398) 

10.8(344) 

1398.3(159) 

532  Long  Island  Lighting 

5.4 

375  6 

(  90) 

96.8 

(8) 

1469.0(1, 

479 

Nash  Finch 

7.0 

187.9 

(283) 

1.7(677) 

34.1(763) 

533 

First  Wisconsin 

5.4 

112.0 

(546) 

7.3 

433) 

1197.1(1' 

480 

Southeast  Banking 

7.0 

156.5 

(345) 

9.3(382) 

1576.6(116) 

534 

Telex 

5.4 

124.8 

(470) 

12.5 

281) 

88.7(5 

481 

Waldbaum 

7.0 

252.0 

(192) 

2.4(649) 

51.8(708) 

535 

Potomac  Electric 

5.4 

244.9 

(200) 

34.2 

I  71) 

562.2(3 

481 

Phibro-Salomon 

7.0 

3985.1 

(3) 

79.6  (  12) 

12657.3  (5) 

536  Tandem  Computers 

5  4 

118.4 

(502) 

6.0 

468) 

106.4(53 

481 

Hasbro 

7.0 

176.2 

(301) 

14.1  (235) 

120.8(496) 

537 

Shawmut 

5.3 

135  1 

(438) 

10.7 

351) 

1465.4(13 

484 

George  A  Hormel 

7.0 

232.7 

(211) 

5.6(482) 

81.2(586) 

538 

Maryland  National 

5.3 

165.3 

(326) 

13.7 

249) 

1 465.4(  | 

485 

Public  Service  Colo 

7.0 

250.8 

(195) 

15.9(199) 

429.7(344) 

539 

Big  Three  Inds 

5.3 

156.9 

(343) 

2.7 

6331 

200. 7  (4ll 

486 

MidCon 

7.0 

653.7 

(27) 

20.1  (145) 

906.5(242) 

540 

United  Virginia 

5.3 

137.2 

(429) 

12.7 

(272) 

1527. 6(1? 

487 

Dow  Jones 

6.9 

151.1 

(363) 

20.1  (145) 

Fl  1(435) 

541  Berkshire  Hathaway 

5.3 

177.3 

(300) 

82.2 

(  10) 

600.1  (3d 

488 

Newmont  Mining 

6.8 

99.9 

(599) 

-5.3(763) 

304  4(372) 

542 

BayBanks 

5.3 

116.7 

(513) 

9.2 

384) 

1191.6(1!) 

489 

Sonat 

6.8 

366.0 

(  98) 

-8.8(777) 

523.0(322) 

543 

Geico 

5.3 

232.0 

(214) 

32.4 

(  77) 

452.4(3^ 

490 

Eastern  Gas  &  Fuel 

6.8 

194.8 

(267) 

-5.4(765) 

177.9(429) 

544 

Bank  of  Virginia 

5.3 

154.9 

(3481 

13.5 

(254) 

1474.9(1^ 

490 

Engelhard 

6.8 

332  9 

(119) 

6.3  (458) 

137.6(471) 

545 

Jefferson-Pilot 

5.2 

194.8 

(267) 

24.5 

(114) 

693.3(27 

492 

Michigan  National 

6.7 

123.9 

(475) 

5.2(500) 

1086.4(209) 

546 

Rubbermaid 

5.2 

129.2 

(450) 

11.0 

(333) 

92.9(53 

493 

HF  Ahmanson 

6.7 

455.5 

(57) 

33.2  (  74) 

4093.9  (21) 

547 

CityFed  Financial 

5.2 

201  2 

:25,sl 

12.2 

289 1 

1598.9(11 

494 

Torchmark 

6  6 

205.6 

(249) 

25.3(108) 

564.5(313| 

548  Gulf  States  Utilities 

5.1 

361.9 

(100) 

51.7 

(  26) 

1082.0(21( 

494 

Brown-Forman 

6.6 

144.7 

(394) 

12.5(281) 

144.7(460) 

549 

Florida  Natl  Banks 

5.1 

118.6 

(498) 

17.4 

(171) 

1175.5(15) 

496 

Combined  Intl 

6.6 

206.8 

(248) 

27.7  (  97) 

486.1(331) 

550 

WW  Grainger 

5.1 

216.2 

(229) 

14.2 

(234) 

142.1(46 

497 

Staley  Continental 

6.6 

434.7 

(  61) 

1.4(689) 

248.3(394) 

551 

Fleet  Financial 

5.0 

157.8 

(339) 

16.3 

(194) 

1415.7(13 

498 

Gelco 

6.5 

156.3 

(346) 

3.1  (615) 

398.2(352) 

552 

New  England  Eiec 

5.0 

289  0 

[153! 

U.S 

(  76) 

737.8(26 

499 

Chubb 

6.5 

371.2 

(  96) 

10.9(336) 

893.5(244) 

553 

First  Security 

5.0 

1  15.7 

(521) 

3.8 

(570) 

1062.1(21) 

500 

Florida  Progress 

6.4 

258.7 

(182) 

25.2(110) 

546.8(318) 

554 

GATX 

5.0 

140.2 

(410) 

-9.2 

(779) 

483.2(33 

50! 

Washington  Post 

6.3 

171.2 

(317) 

18.1  (163) 

140.5(466) 

555 

Maytag 

4.9 

138.7 

(419) 

14.6 

(230) 

74.0(62 

502 

Wisconsin  Electric 

6.2 

232.9 

(210) 

27.1  (100) 

412.0(349) 

556  Utah  Power  &  Light 

4.9 

212.3 

(235) 

31.8 

(  80) 

615.1(30 

503 

Comerica 

6.2 

165.4 

(325) 

8.5(398) 

1581.9(115) 

557 

Nalco  Chemical 

4.9 

139.0 

(416) 

14.9 

(223) 

110.3(51 

504 

Vulcan  Materials 

6.2 

157.6 

(340) 

11.6(312) 

132.8(480) 

558  Consolidated  Papers 

4.9 

147.2 

(381) 

22.0 

(131) 

131.6(48 

505 

Cleveland  Electric 

6.2 

203.7 

(253) 

50.5  (  29) 

917.7(240) 

559 

San  Diego  G&E 

4.9 

358.1 

(102) 

41.8 

(41) 

635.6(29) 

506 

KeyCorp 

6  1 

114.9 

(527) 

11.1  (330) 

1158.5(201) 

560 

Apple  Computer 

4.8 

362.3 

(  99) 

14.9 

(223) 

2111  [41 

507 

Midlantic  Banks 

6  1 

145.3 

(391) 

14.8(225) 

1692.0(104) 

561 

Analog  Devices 

4.8 

67.0 

(740) 

5.5 

(484) 

72.5(621 

508 

Loral 

6.1 

98.2 

(608) 

8.0(408) 

106.7(527) 

562 

Tele-Comm 

4.8 

121.3 

(486) 

2.1 

(661) 

367.8(361 

509 

AH  Robins 

6.1 

116.7 

(513) 

10.2(362) 

116.8(505) 

563 

Duquesne  Light 

4.7 

194.1 

(271) 

37.3 

|  56) 

817.7(25 

509 

Snap-on  Tools 

6.1 

97.7 

(611) 

9.9  (369) 

76.0(607) 

564 

Lubrizol 

4  ' 

194.7 

(269) 

12.8 

(269) 

182.1(42 

511 

Panhandle  Eastern 

5.9 

489.6 

(  48) 

21.2  (138) 

851  S|25i! 

565 

Primark 

4.7 

401  6 

(  78) 

1 10 

(333) 

334.0(36 

512  Commerce  Clearing 

5.9 

77.2  (698] 

7  6  [425] 

67.1(646) 

566 

Freeport-McMoRan 

4.7 

166.1 

(324) 

24.0 

(119) 

442.8(34 

513 

Murphy  Oil 

5.9 

374.2 

(  92) 

13.6(250| 

453.1(338) 

567 

Price  Co 

4.6 

456.0 

(  56) 

10.9 

(336) 

107.3(52 

514 

CalFed 

5.9 

388.1 

(  83) 

23.0(125) 

3241.4  (  34) 

568 

Southwest  Airlines 

4.6 

147.7 

(378) 

10.3 

(360) 

222.1(40 

515 

Williams  Cos 

5.9 

536.7 

1  40) 

5.4(489) 

741.4(265) 

569 

Kansas 

4.6 

297.5 

(141) 

20.6 

143' 

368.8(36 

516 

No  Indiana  Pub  Svc 

5.8 

327.4 

(122) 

18.4(157) 

657.5(289! 

570 

Entex 

4.6 

294.7 

(145) 

-  8  1 

405' 

1078.4(21 

517 

Allegheny  Power 

5.8 

314.5 

(128) 

30.7  (  84) 

697.3(277) 

570 

Cincinnati  G&E 

4.6 

306.9 

(132) 

37.0 

1  57) 

653.7(29 

518 

Crown  Central  Pet 

5.8 

254.3 

(189) 

0.7(709) 

83.6(581) 

572 

AmeriTrust 

4  5 

209  2 

(241 1 

17.7 

(165) 

2136.9  (  6 

519 

Hartford  National 

5.7 

138.1 

(422) 

14.0(243) 

1457.7(145) 

573  National  Intergroup 

4.5 

-54  S 

(  21) 

-3.4 

(752) 

446.6(34 

520  Fin  Corp  of  America 

5.7 

585.1 

(  33) 

1.7(677) 

4789.2  (  15) 

574 

Northern  Trust 

4.5 

164.0 

(330) 

7.6 

(425| 

1662.3(10 

521 

Southmark 

5.7 

98.9  (604| 

17.2(174) 

309.3(370) 

575 

Coleco  Industries 

4.4 

175.2 

(305) 

14.5 

(232) 

89.7(56 

522 

Clorox 

5.7 

191.0  (275) 

16.1  (197) 

132.9(479) 

576 

Intergraph 

4.4 

119.1 

(495) 

15.3 

(210) 

115.7(51 

523 

US  Bancorp 

5.6 

145.0  (393) 

11.8(306) 

1482.3(136) 

577 

Transco  Energy 

4.4 

S4s'  I 

(  16) 

26.8 

(101) 

963.7(23 

524 

Washington  Natl 

5.6 

135.7  (433) 

5.0(515) 

618.9(300) 

578 

Illinois  Power 

4.4 

265.7 

(173) 

54.6 

1  21) 

1074.1(21 

525 

Mapco 

5.6 

341.1 

(114) 

18.6(1561 

288.1(378) 

579 

NY  State  E&G 

4.4 

285.2 

(157) 

47.9 

1  32| 

913.3(24 

526 

Society 

5.6 

137.6  (428) 

10.8(344) 

1568.8(1191 

580 

Boatmen's  Bcshs 

4.3 

141.6 

(406) 

13.6 

250) 

1624.4(11 

527 

CoreStates 

5.6 

186.9  (285| 

34.4  (  69) 

1987.1  (  77) 

581 

Provident  Life 

4.3 

390.1 

I  811 

28.9 

(  91) 

1343.2(17 

528 

Alltel 

5.6 

120.6  (492) 

12.6(278) 

286.4(381) 

582 

Meridian  Bancorp 

4.3 

152.1 

(356) 

13.3 

260) 

1440.4(15 

174 
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Huntington  Bcshs 


4.3 


146.8  (382 


12.2(289 


1445.6 


147 


636   Home  Federal  S&L 


3.3 


344.3 


112) 


21.8(134] 


Boston  Edison 


4.3 


279.5 


162 


21.9(133 


531.2 


320 


638     First  Virginia  Bks 


3.3 


107.0 


561 


12.0|298) 


>tate  Street  Boston 


4.3 


126.8 


460 


12.8  (269 


1544.3 


122 


639  United  Banks  Colo 


3.3 


145.2 


392) 


10.8(344) 


Bowater 


4.3 


209.9 


239 


15.7(204 


305.4 


371 


640    First  Florida  Banks 


3.2 


125.3 


466) 


13.3(260) 


Centex 


4.3 


319.9 


26 


10.8(344 


208.: 


415 


641 


Pioneer  Hi-Bred 


3.2 


254.9 


187) 


30.9  (  83) 


Mercantile  Bancorp 


4.3 


152.0 


357 


12.2(289 


1587.1 


13 


642 


First  Citizens 


3.2 


643) 


8.0(408) 


GlenFed 


4.3 


354.8 


104 


14.4(233 


3467.6 


27 


643 


Alleghany 


3.1 


122.4 


484) 


34.3  |  70) 


irst  of  America  Bk 


4.2 


122.7 


482 


10.3  (360 


1275.2 


182 


644 


Louisiana  Bcshs 


3.1 


142.2 


404) 


11.6(312) 


irst  Kentucky  Natl 


4.2 


103.6 


582 


10.1  (363 


997.2 


225 


645      Bergen  Brunswig 


3.1 


864.9 


14) 


8.0(408) 


Viacom  Intl 


4.2 


107.0 


S61 


8.9  (389 


384.6 


358 


646      Portland  General 


3.1 


264.6 


176) 


56.3  I  19) 


TECO  Energy 


4.1 


214.1 


232 


23.9(121 


492.6 


329 


647     United  Jersey  Bks 


3.1 


138.0 


424) 


11.6(312) 


Oklahoma  G&E 


4.1 


265.0 


175 


26.5(103 


556.0 


316 


648       Bancorp  Hawaii 


3.1 


149.3 


371) 


12.5(281) 


First  Tennessee 


4.1 


129.6 


449 


9.3(382 


1291.5 


SI) 


649 


First  Boston 


3.1 


799.6 


42.5  (  40) 


California  First  Bk 


4.1 


135.6 


434 


6.3  (458 


1331.0 


.73 


650 


Colorado  Natl 


3.0 


111.2 


550) 


1.8(674) 


GAP 


4.1 


180.7 


293 


13.4(257 


217.1 


409 


651    Old  Kent  Financial 


3.0 


146.0 


387) 


16.5(188) 


1CH 


4.0 


376.4  I  89 


35.3  (  66 


946.7 


234 


652 


First  American 


3.0 


152.2 


355) 


13.5(254) 


Bear  Stearns  Cos 


4.0 


583.2  (34 


28.4  (  93 


6740.1 


653       First  Jersey  Natl 


3.0 


114.0 


535) 


10.1  (363) 


PSFS 


4.0 


432.1   (  63 


5.2(500 


4286.1 


18 


654 


Questar 


2.9 


219.9 


225) 


21.1  (139) 


>uth  Carolina  Natl 


4.0 


111.3 


549 


8.0(408 


1062.8 


217 


655    CrossLand  Savings 


2.9 


304.1 


134) 


39.0  (51) 


Commerce  Bcshs 


4.0 


124.3 


472 


9.6(376 


1242.8 


IS7 


656  Dayton  Power  &  Lt 


2.9 


339.3 


115) 


19.4(150) 


Public  Service  Ind 


4.0 


246.8 


197 


29.9  (  85 


688.7 


280 


657     Tesoro  Petroleum 


2.9 


730.5 


22) 


-34.4(795) 


AmSouth  Bancorp 


4.0 


117.2 


SI  1 


11.8(306 


1323.3 


175 


658     Continental  Bmp 


2.9 


164.1 


329) 


17.6(166) 


Marshall  &  llsley 


3.9 


121.3 


486 


10.9(336 


1201.8 


193 


659 


SouthTrust 


2.9 


138.8 


417) 


15.1  (218) 


lanufacturers  Natl 


3.9 


165.0 


328 


13.0(266 


1809.8 


91 


660 


Kansas  City  P&L 


2.9 


209.3 


240) 


54.4  (  22) 


Nucor 


3.9 


197.0 


264 


15.2(212 


145.5 


459 


661    Central  111  Pub  Svc 


2.8 


247.4 


196) 


26.2(106) 


Community  Psych 


3.8 


53.4 


773 


11.7(309 


72.3 


628 


662 


PHH  Group 


2.8 


301.3 


138) 


15.0(221) 


Scana 


3.8 


289.9 


151 


29.7  (  87 


664.2 


284 


663        Central  Fidelity 


2.8 


129.1 


451) 


11.8(306) 


Brooklyn  Union 


3.8 


274.4 


166 


15.8  (202 


295.2 


375 


664 


H&R  Block 


2.8 


194.2 


270) 


19.4(150) 


US  Tobacco 


3.7 


128.3 


453 


25.0(112 


125.1 


492 


665      Horizon  Bancorp 


2.7 


113.6 


537) 


11.3(320) 


First  Pennsylvania 


3.7 


151.7 


358 


4.5|540 


1513.8 


1  }0 


666    Equitable  Bancorp 


2.7 


147.7 


378) 


12.0(298) 


onfort  of  Colorado 


3.7 


403.1 


77 


4.8(523 


62.1 


664 


667 


Cray  Research 


2.7 


141.2 


408) 


28.1  (  94) 


ltl  Flavors  &  Frags 


3.7 


135.1 


438 


18.8(155 


150.9 


451 


668 


Moore  Financial 


2.6 


135.5 


436) 


7.8(416) 


irst  RR  &  Banking 


3.7 


114.7 


529 


10.9  (336 


961.1 


233 


669 


Turner 


2.6 


817.2 


I  7! 


4.2(551) 


Banco  Popular  PR 


3.7 


104.1 


579 


8.9(389 


1123.0 


204 


670 


Imperial  Corp 


2.6 


373.6 


93) 


-6.3(768) 


Allied  Bancshares 


3.7 


295.5 


143 


33.3  (  73 


2794.0 


4"' 


671 


Rochester  G&E 


2.6 


286.3 


155) 


41.8  (  41) 


Louisville  G&E 


3.7 


184.4 


288 


19.0(153 


421.4 


346 


672  Republic  New  York 


2.6 


483.6 


50) 


47.4  (  33) 


Texas  American 


3.7 


180.5 


294 


7.2(437 


1752.7 


97 


673 


Delmarva  P&L 


2.6 


283.5 


159) 


37.9  (  52) 


Old  Republic  Intl 


3.6 


203.7 


253 


17.5(167 


572.8 


312 


674 


Toledo  Edison 


2.5 


235.2 


206) 


68.6  (13) 


First  Maryland 


3.6 


127.6 


456 


7.8(416 


1233.7 


190 


675       Central  Bancorp 


2.5 


155.9 


347) 


13.4(257) 


First  Alabama 


3.6 


105.1 


573 


14.1  (235 


1019. 


221 


676      American  Family 


2.5 


381.0 


85) 


21.8(134) 


Charter 


3.6 


413.6 


70 


-5.9(767 


180.2 


428 


676     Arizona  Bancwest 


2.5 


148.1 


375) 


11.4(318) 


Arkla 


3.6 


277.2 


[65 


16.7(182 


471.5 


334 


678 


N W  Natl  Life 


2.5 


456.9 


55) 


10.0(368) 


Tambrands 


3.6 


18.4 


502 


17.5(167 


92.3 


560 


678  Equitable  Resource 


2.5 


1  89  2 


279] 


22.0(131] 


Third  National 


3.5 


145.6 


389 


14.1  (235 


1423.2 


154 


680 


General  Re 


2.5 


850.6 


15) 


54.4  (  22] 


Peoples  Energy 


3.5 


462.7 


54 


23.4(124 


411.9 


350 


681 


Conifer  Group 


2.5 


104.6 


577) 


8.4  (400) 


Montana  Power 


3.5 


171.3 


316 


34.9  (  67 


500.1 


327 


682 


Wisconsin  P&L 


2.5 


237.1 


204) 


24.4(117] 


Ltnerican  Petrofina 


3.5 


691.7 


23 


-2.9(750 


521.9 


323 


683    Gibraltar  Financial 


2.4 


419.9 


67] 


15.9(199) 


Dominion  Bkshs 


3.5 


146.2 


384 


11.3  (320 


1355.1 


167 


684   Wisconsin  Pub  Svc 


2.4 


261.9 


79) 


23.6(123] 


Centerre  Bancorp 


3.4 


149.0 


573 


7.9(414 


1503.4 


134 


685 


Branch  Corp 


2.4 


118.5 


499) 


9.5(379] 


Fidelcor 


3.4 


190.7 


278 


14.1  (235 


1974.4 


7S 


686     Mercantile  Bkshs 


2.4 


116.5 


516| 


15.1  (218) 


Public  Service  NM 


3.4 


219.8 


226 


42.9  (  39 


883.5 


245 


687  Central  Bancshares 


2.4 


138.5 


4201 


12.7(272] 


Premier  Industrial 


3.4 


127.6 


456 


11.6(312 


79.0 


591 


688  So'western  Pub  Svc 


2.4 


346.2 


1  10) 


47.0  (  34] 


Alex  &  Baldwin 


3.4 


141.4 


407 


24.8(113 


256.0 


391 


689    Kansas  Gas  &  Elec 


2.4 


171.5 


315) 


40.8  (  44] 


Shared  Medical 


3.3 


93.6 


628 


12.5(281 


75.6 


608 


690       Peoples  Bancorp 


2.4 


106.5 


564) 


6.0(468) 
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"Bring  all  Hi 

in  magnificen 


HJirts  together 
\armony? 


£  HEART  OF  C&C:  Beethoven  described  it  190  years  ago. 


When  you  listen  to  Beethoven,  you  can 
hear  the  harmony  at  the  heart  of  the  concept 
that  NEC  calls  C&C,  for  the  integration  of 
computers  and  communications. 

Because  at  NEC 
we  have  always  known 


microwave  or  satellite  transmission  links. 

Our  products  are  strong  individual 
performers.  Combined  they're  even  better. 
They  interface  smoothly  with  other 
suppliers'  equipment,  so  it's  easy  to  form 
the  exact  ensemble  you  need. 


that  managing  infor- 
mation takes  more  than 
computers  or  communi- 
cations alone.  To 
orchestrate  the  modern 
office,  you  need  both, 
1 1 1  working  together  as 
a  unified  whole. 


That's  why  our  remarkable  NEAX  2400 
IMS  is  more  than  a  powerful  digital  PBX. 
This  total  Information  Management  System 
can  take  an  office  full  of  diverse  systems 
and  turn  them  into  a  joyful 
chorus.  Its  talents  embrace 
not  only  voice,  but  data,  text 
and  image  as  well.  On  any 
scale  you  need. 

Linked  up  with  a 
NEAX  2400,  our  APC  and 
ASTRA  Series  computers 
aren't  just  superb  business 
machines.  They're  perfectly 
matched  to  our  Dterm  digital 
telephones.  Our  BIT  Series 
fax  terminals,  cellular  mobile 
telephones  and  teleconference  systems 
can  also  be  easily  integrated  with  NEAX 
2400.  In  networks  with  fiber  optic, 


U  U  u  . 
•  LU  u  B 

U  U  L-  - 

i  ;  <—  lj  w  —  —  i — 


And  we  don't  just  believe  in  perfor- 
mance. We  back  it  up  with  leadership  on 
every  level:  from 
microchips  to 

supercomputers 
and  global 
communication 
networks. 
No  other 
supplier 
offers  our  •■. 
broad  and  ***** 
balanced  expertise,  not  only  in  computers 
and  communications,  but  in  semiconductors 
and  other  electronic  components  as  well. 

If  you  like  the  sound  of  perfect  harmony 
and  would  like  to  learn  more  about 
our  full  range  of  office  products, 
please  drop  us  a  line  or 
give  us  a  call. 


NEC  America,  Inc. 
Corporate  Marketing 
8  Old  Sod  Farm  Road 
Melville,  N.Y.  11747 
Tel.  (516)  753-7000 


NEC 


C&C 

Computers  and  Communications 


The  Forbes  500s-Jobs  And  Productivity 


Rank 

Company 

Employees 
(000) 

 Per  employee  IS000)  

Sales           Profits  Assets 
(rank)           (rank)  (rank) 

Rank 

Company 

Employees 
(0001 

 Per 

Sales 
(rank) 

employee  (S000)  

Profits  Asset 
(rank)  ,ranl 

691 

Puget  Sound  P&L 

2.4 

300.8  1140) 

53.0  |  251 

•101 1.4,222! 

745 

Northeast  Bancorp 

1.6 

157.1 

342 

16.9(1781 

1533.611 

692 

Golden  West  Finl 

2.4 

582.2  (351 

67.6  (  14) 

5124.4  |  121 

746 

Howard  Savings 

1  5 

240.3 

202 

10.5  ,356' 

2386.7  ( 

693 

American  Fletcher 

2.4 

154.3  (350) 

15.6(207! 

1755.6  I  961 

746 

Carteret  Savings 

1.5 

384.8 

(  84) 

16.6(185! 

3347.71 

694 

Marine 

2.4 

151.3  (361) 

11.3(320! 

1583.2(114) 

748  United  Illuminating 

1.5 

336.6 

|1161 

65.1  1  171 

:   ■<)  3  2 

695  Affiliated  Bshs  Colo 

118.9  [4961 

4.3(548) 

1093.5(208) 

749 

Wilmington  Trust 

1.5 

150.3 

(3661 

17.8(1641 

1538.9|l| 

696 

Cullen/Frost 

2.3 

152.5  |353l 

•  541 

-  -  -  .  ;  3 

750 

Western  S&L 

1.5 

327.8 

121 

24.5  [1141 

3209.2  (] 

697 

Public  Service  NH 

2.3 

226.9  (219) 

67.5  l  15) 

1162.1(199) 

751 

Iowa-Illinois  G&E 

1.5 

379.6 

40.0  |  47! 

753.1,2 

698 

Indiana  National 

2.3 

157.6  (3401 

14.0(243) 

1921.9  l  831 

752 

American  Security 

1.5 

256.9 

.  -5 

17.2(174' 

2816  7  , 

699 

First  Commerce 

2.3 

136.8  |431l 

9.8(373) 

1663.0(107) 

753 

Merchants  Natl 

1.5 

179.1 

(2961 

11."  309 

1748 .6  , 

700 

Valero  Energy 

2.3 

1168.4  |  101 

15.2(212! 

875.7(249) 

754 

Dauphin  Deposit 

1.5 

173.4 

|309! 

16.8(1811 

701 

Ipalco  Enterprises 

2.3 

208.2  (245) 

31.3  (  82! 

721.8(2701 

755 

Guarantee  Finl 

14 

237.1 

,204' 

9.9|369! 

1998.8  1 

702 

Homestake  Mining 

: : 

137.8  |4261 

10.,-  ?44 

329.3(3691 

756 

FirsTier 

.  4 

172.0 

[314| 

10.1  (363! 

174"  0,1 

703 

First  Hawaiian 

2  1 

139.3  (4131 

i: -  2"2 

1514  "  129 

756 

Washington  Water 

1  4 

324.9 

1 124! 

57.6  I  18! 

97b  in 

704 

Commerce  Union 

:  1 

146  3  (383) 

10.9  [3361 

145.S  0  144 

758 

Fremont  General 

1.4 

430.7 

1  641 

65.3  [  161 

10^0. 1(2 

705  Gt  Amet  1st  Savings 

2.1 

410.7  |  71] 

21.4(137) 

3856.8  |  231 

759 

First  Capital 

1.4 

150.5 

(365! 

15.4(2091 

1686  ",ll 

706 

First  Empire  State 

2.1 

125.9  |463) 

10.6|3541 

1213.2(191) 

760 

Cincinnati  Finl 

1.4 

—  -  • 

40.6  [  451 

926.2(2 

707 

City  National 

2.1 

125.2  ,467] 

11.7(309) 

1197.1(194! 

761  Central  Hudson  Gas 

1.3 

3^  - 

4;  ;  3- 

783.2(2}! 

708 

Bank  South 

2.1 

131.2  |446) 

11.4(318! 

1350.3(1681 

762 

Pacific  First  Finl 

1.3 

255.4 

-5  ;  -6: 

2582.5  |J 

709 

Deposit  Guaranty 

2.1 

136.5  (432! 

10.5  |3561 

1389.7(161! 

763 

LIN  Broadcasting 

1  - 

: 32  - 

44; 

27.6  ,  98' 

295.1(3] 

710 

Atlantic  City  Elec 

2.1 

282.0  (160) 

29.4  (  89! 

632.1(297! 

764 

CenTrust 

1.3 

424.1 

1  66) 

19.2(152) 

3762.8(| 

711 

United  Missouri 

2.0 

127.7  |455! 

14.8(2251 

1861.8  (  88! 

765 

Life  Investors 

1.3 

659.3 

25 

27.9  |  95! 

1832.8  (1 

712 

1st  Natl  Cincinnati 

2.0 

154.2  (351 ) 

16.7(182) 

1673.4(1061 

766  Washington  Mutual 

1.2 

354.6 

[105) 

15.7(204! 

3395.911 

713  Marion  Laboratories 

2.0 

170.8  |318) 

22.9(1261 

122.7(495' 

767 

Tosco 

1.2 

1215.3 

191 

-  :  -i4i 

505.5(31 

714 

Kentucky  Utilities 

2.0 

271.9  (170) 

33.2  |  741 

661.4(2861 

768 

Georgia  Federal  Bk 

1.2 

260.6 

W1 

16  -  :  -: 

2314.8  |I 

715  Fifth  Third  Bancorp 

2.0 

151.4  (359) 

22.6  1 127) 

1412.5(1571 

769 

Bks  of  Mid-Amer 

1.2 

296.5 

142 

10.8  ,344! 

3234.1  (4 

716 

USLife 

2.0 

522.2  |  44) 

39.1  (  50) 

1706.0(103) 

770 

Hibernia 

1.2 

209.2 

241 

21.0(1411 

2473 

717  Western  Capital  Lnv 

1.9 

190.8  |277l 

9.1  (3851 

1557.5|120) 

771  Perpetual  American 

1.1 

408.4 

I  73) 

17.5(167) 

3558.7  |  j 

718 

Citizens  Fidelity 

is 

195.2  (265! 

21.1  (139! 

2051.0  |  72) 

772 

American  Savings 

1.1 

344.5 

111 

13.2(263) 

3396  2  (J 

719 

First  Federal  .Mich 

1.9 

575.7  (36) 

28.5  |  92) 

5266.5  (  10| 

773 

El  Paso  Electric 

1.1 

319.8 

|127| 

106.5  (61 

1807.0(1 

720 

Sunwest  Financial 

1.9 

133.4  (4431 

12.7  (272) 

1237.4(1881 

774 

Tucson  Electric 

1.0 

433.4 

1  62: 

107.0  [5 

1553  9  12 

721 

Liz  Claiborne 

19 

292.9  |146) 

31.9  |  791 

117.1(503) 

775 

First  Columbia  Finl 

1.0 

352.6 

(107) 

7.3(433) 

2350.6  |  6 

722 

Monarch  Capital 

1  9 

501.8  146! 

29.8  |  86) 

1316.8(176! 

776 

Amer  Continental 

1.0 

657.3 

|  26) 

43.2  1  38) 

4177.6  |  J 

723 

Natl  Bcshs  Texas 

1.9 

154.7  |349) 

13.5  ,254' 

1530.3(126' 

777 

Society  for  Savings 

1.0 

304.5 

(1331 

8.9(389) 

2592.3  |  $ 

724 

Riggs  National 

1  9 

251.3  (1931 

16.5(188) 

2898.1  |  43 

778 

Downey  S&L 

1.0 

312.4 

129' 

56.1  (  20! 

2721.9  I  5 

725 

First  Bncp  of  Ohio 

1.9 

115.7  (5211 

14.7(229! 

1283.4(181' 

779 

Whitney  Holding 

0.9 

273.3 

(168! 

35.8  |  61! 

4  4 

726 

Union  National 

1.9 

135.4  |437) 

11.1  (330! 

1349  2(1691 

780 

Pacific  Resources 

0.9 

1598.8 

:  -  :  : 

638.3(251 

727 

Minnesota  Power 

1.8 

225.5  (221! 

37.9  |  52' 

693.4(278) 

781 

Louisiana  Land 

0.8 

1405.1 

• 

12.7(272' 

1718. 0|10l 

728  Super  Food  Services 

1.8 

773.7  |  19! 

5.2(500) 

107.8(5221 

781 

Subaru  of  America 

0.8 

2022.2 

(4! 

101.9  (7) 

605. 3  (3a 

729 

Old  Stone 

i.8 

188.4  (282) 

12.2(289! 

2060.4  1  71) 

783 

Amer  si-L  Fla 

0.8 

-U7.8 

-36.3  -oA 

3422  7 , 2 

730 

Fedl  Natl  Mortgage 

1.8 

20.6(143) 

55324.8  ill 

784 

Genentech 

0.8 

104.1 

_  .      .  _ 

304.4(37 

731 

Pennbancorp 

1.8 

118.3  (5051 

11.2(3291 

1722.1(101! 

785 

Valley  Federal  S&L 

■ 

406.5 

~~ 

13.4(257! 

3213.0jJ 

732 

US  Trust 

1.8 

161.7  (335' 

14.0(2431 

1813.4  (  90! 

786 

I  nittd  Financial 

- 

24 

-4.1  |756! 

6470.9  ( 

732 

Coast  S&L  Assoc 

1.8 

410.0  (  721 

4.01562) 

4230.1  1  191 

"8" 

Student  Loan 

1710.8 

164.4  4 

19266.9  | 

734 

MeraBank 

1.8 

349.5  1108! 

16.6,1851 

2970.7  (  421 

788 

Farm  &  Home  Sav 

0.7 

-  4  : 

,  76) 

18.9(154] 

3836.8  (  2 

735 

Toledo  Tnistcorp 

1.7 

145.5  (390! 

13.0(266) 

1  748.5  (  99) 

789 

Great  Lakes  Federal 

0.7 

20.1  (1451 

3421  5  : 

736 

Fourth  Financial 

1  " 

120.1  494 

15.2,212' 

1509.3(132] 

'90 

Comdisco 

0.7 

929.2 

1  ID 

92.3  (9) 

199-  •  i 

737 

Union  Planters 

1.7 

147.5  (3801 

4.5  ,540 

1371.5(1651 

"91 

Dreyfus 

0.7 

258.2  |184! 

81.7   |  [1| 

; s  ,  5  53 

738 

Transohio  Finl 

1.7 

215.6  (23U 

7.8(416) 

1913.2  1  86) 

792 

First  Executive 

0.7 

4294.9 

2 

182.9  [3] 

12949.9  ( 

739 

Zions  Utah  Bncp 

1.7 

165.1  (327! 

16.9 1 178) 

1909.1  |  87) 

793 

US  Health  Care 

0.7 

523.8 

4  3 

5- 

293  "  ii 

740 

Sumitomo  Bk  Cal 

1  7 

179.9  [295 

7.8  (416) 

1760.6  1  95| 

794Fin  Cp  Santa  Barbara 

0.7 

487.7 

1  49' 

4.7  529 

4783.5  |  1 

741 

Idaho  Power 

1.6 

273.9  (167! 

51.5  |  27) 

1004.1(224) 

795 

Citadel  Holding 

561.1 

1  391 

41.3  1  431 

4976.2  |  1 

742 

BancOklahoma 

1.6 

199.2  12611 

3.8  [570! 

1916.5  (  85| 

796 

Columbia  S&L 

0.6 

1601.6 

[6| 

213.4  ,2' 

124196  , 

743  Florida  Federal  S&L 

1.6 

343.4  (113) 

-20.7(7901 

3267.0  (  33) 

-0- 

Mesa  Petroleum 

0.6 

642.3 

> 

303.4  ill 

2277.1  (  6 

744 

Northeast  Savings 

1.6 

289.2  (152) 

18.21161) 

2863.0  1  44) 

798 

Far  West  Financial 

0.5 

524.5 

42 

29.3  |  90! 

442".0  1  1 

178 
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HE  ECONOMY  BLOOMS 
M  THE  GARDEN  STATE 
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Special  Advertising  Supplement 


avidS.  Glick 

ie  students  won't  be 
their  homework  on 
rber  205  computer 
installed  at  the  John 
jumann  Center  for 
:ific  Computing  down 
id  from  the  Princeton 
rsity  campus,  but 
will  be  other  uses  for 
int  machine.  Capable 
drming  five  million 
ations  per  second,  it 
ve  the  largest  capacity  of  any 
jter  in  the  world, 
computer,  located  in  Princeton 
'sity's  Forrestal  Center  in  Plains- 
was  funded  by  a  $70  million 
lal  Science  Foundation  grant  to 
iortium  of  major  universities.  The 
'  will  make  central  New  Jersey 
ca  for  complex  computer  applica- 
>f  all  kinds,  providing  a  natural 
one  around  which  corporate 
/  will  evolve. 

von  Neumann  center  is  an 
tant  addition  to  New  Jersey's 
ig  array  of  high-technology  tools, 
tant  not  only  for  what  it  does  but 
>r  what  it  represents.  Although 
ersey  has  been  a  scientific  center 
Thomas  Edison  was  tinkering  in 
snlo  Park  laboratory,  for  many 
cans,  New  Jersey  has  been  syn- 
)us  with  smokestack  industries 
e  environmental  problems  that 
ipany  them.  But  a  new  New  Jer- 
is  emerged,  one  that  in  many 
exemplifies  the  directions  in 
the  U.S.  economy  is  moving, 
w  Jersey  is  on  its  way  to  achiev- 
lational  reputation  as  being  on 


the  cutting  edge  of  a  high-technology 
economy,"  says  Governor  Thomas  H. 
Kean.  "We  have,  in  the  past  few  years, 
launched  an  aggressive  campaign  to 
attract  high-tech  development,  to  bring 
high-tech  programs  into  our  state 
colleges  and  to  prepare  our  state  for 
the  economic  demands  of  the  years 
ahead.  Those  efforts  are  paying  off." 

Says  Roger  Etherington,  chairman 
of  the  board  of  Horizon  Bancorporation 
in  Morristown,  N.J.,  "The  state  has 
been  shifting  rather  dramatically  from 
manufacturing  scenarios  to  something 
approaching  a  high-tech  base."  New 
Jersey  now  ranks  fifth  among  states 
in  the  proportion  of  its  work  force 
employed  in  high-technology  industries. 
Moreover,  the  percentage  of  its  popula- 
tion employed  in  the  service  sector  is 
higher  than  the  national  average, 
reflecting  the  state's  transition  to  the 
new  economic  environment. 

By  every  measure,  New  Jersey  is  an 
economic  powerhouse.  The  state's 
1985  $140  billion  gross  state  product 
ranks  ninth  among  the  50  states.  And 
as  a  result  of  its  adept  economic  transi- 
tion, Borden  R.  Putnam,  commissioner 


of  the  state  Department  of 
Commerce  and  Economic 
Development,  says  the 
state's  economy  "is  in  an 
extremely  strong  condition 
right  now."  Thomas  Hamilton, 
president  of  Collective 
Federal  Savings  &  Loan  in 
Egg  Harbor  City,  N.J., 
agrees:  "We're  now  con- 
centrating our  lending 
here  in  the  state  because 
of  the  strength  of  the 
economy."  New  Jersey 
looks  far  stronger  than  the  Sunbelt, 
according  to  Hamilton. 

In  1979,  the  U.S.  Department  of 
Labor  ranked  New  Jersey  43rd  among 
states  in  growth  rate  of  its  job  market. 
But  during  the  first  half  of  the  1980s,  it 
rose  to  eighth  place,  and  the  state's 
Economic  Policy  Council  is  now  fore- 
casting the  creation  of  70,000  to 
100,000  new  jobs  in  1986,  after  two 
successive  years  of  above-average  in- 
creases. In  recent  months,  New  Jersey 
has  had  the  third-lowest  unemploy- 
ment rate  among  the  nation's  11  major 
industrial  states,  and  the  overall  un- 
employment rate  was  well  below  the 
national  average. 

New  Jersey  is  not  only  serving  as  a 
bellwether  of  where  the  U.S.  economy 
is  going,  it's  also  a  paradigm  of  some 
increasingly  important  lifestyles  in  this 
country.  When  the  United  States  was 
initially  urbanizing,  New  Jersey  be- 
came the  most  urban  state.  But  New 
Jersey  has  led  the  nation  in  becoming 
what  the  New  York  Times  called  "the 
ultimate  suburban  state." 

New  images  of  revitalization  are  sup- 
planting visions  of  pollution  and  urban 


I 


Governor  Kean  and  Commissioner  Putnam  review  plans  for  the  New  Jersey  Commerce 
.  -  Construction  projects  totalling  $200  million  are  currently  on  tap  in  Trenton. 


Our  Business  Is  Helping  Yours. 

For  companies  looking  to  expand,  New  Jersey  means  business.  No  wonder:  in  the  next 
two  years  alone,  $15.5  billion  from  private  and  public  sources  will  be  spent  on  new  constructio 
commercial  developments  and  revitalization  of  our  cities. 

We're  committed  to  creating  a  unique  environment  for  business.  If  you  plan  a  corporate 
headquarters,  research,  manufacturing  or  commercial  facility,  our  programs  can  provide  you 
with  the  assistance  you  need.  The  bottom  line  is  simple:  our  business  is  helping  yours. 


Thomas  H.  Kean,  Governor  Borden  R.  Putnam,  Commissioner  ^^J% 

New  Jersey  Department  of  Commerce  &  Economic  Development,  CN  820,  Trenton,  NJ  08625 
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i.  Along  the  Hudson  River,  for 
pie,  The  Port  Authority  of  New  York 
lew  Jersey  calculates  that  nearly 
llion  square  feet  of  office  space 
ng  built  between  the  George 
ington  Bridge  and  Bayonne,  and 
is  extensive  residential  and  retail 
opment  going  on  as  well.  The 
s  will  completely  alter  the 
front  skyline. 

years,  New  Jersey  had  an  uncer- 
lentity  because  of  its  location 
;en  two  of  the  nation's  largest 
-New  York  and  Philadelphia-but 
is  a  new  assurance  in  the  state 
buoyed  by  its  economic  success. 
■  back  as  colonial  times,  Benjamin 
Jin  called  the  state  "a  barrel 
d  at  both  ends,"  but  the  factors 
iffused  the  state's  cultural  iden- 
ive  advanced  its  economic  des- 
larly  on,  New  Jersey  offered  an 
jance  of  space  impossible  to  ob- 
1  the  major  cities  that  bordered  it. 
ly,  it  provided  fruits  and  vegeta- 

0  the  crowded  populations  of 
fork  and  Philadelphia,  becoming 
n  as  the  Garden  State.  Later,  it 
id  abundant  industrial  space  as 
s  proximity  to  major  population 
rs. 

>r  a  small  state,  New  Jersey  has 

1  very  diversified  economy,"  notes 
:errara,  director  of  economic 
opment  in  the  state's  Department 
mmerce  and  Economic  Develop- 

.  It  has  long  ranked  number  one 
nation  in  pharmaceuticals,  with 
giants  as  Hoffmann-LaRoche, 
ring-Plough,  Ciba-Geigy,  Sandoz, 
)b  and  Johnson  &  Johnson  in  the 
But  New  Jersey  also  ranks  sec- 
l  chemicals,  fifth  in  rubber  and 
c,  seventh  in  petroleum,  eighth 


in  food  and  paper  products,  ninth  in  elec- 
trical machinery  and  fabricated  metal. 

Because  of  its  extensive  industrial- 
ization, New  Jersey  quickly  felt  the 
effects  of  the  U.S.  economic  trans- 
formation that  began  nearly  two 
decades  ago.  The  state's  massive 
manufacturing  base  began  to  decline 
amid  competition  from  low-wage  pro- 
duction centers,  particularly  in  the  Far 
East.  Between  1970  and  1980,  manu- 
facturing employment  fell  from  33%  of 
the  work  force  to  25%  as  the  state  lost 
more  than  79,000  manufacturing  jobs. 
The  hometowns  of  those  who  worked 
in  these  industries,  cities  like  Newark 
and  Camden,  saw  their  cores  decay 
and  their  economies  suffer  because 
of  the  unemployment  that  resulted. 

However,  "The  state  has  made  a 
pretty  successful  transition  in  its  eco- 
nomic base,"  notes  David  E.  Sparks, 
executive  vice  president  of  Midlantic 
Banks  Inc.  of  Edison,  N.J.  As  a  result 
of  its  fundamental  strengths  and 


aggressive  economic  development 
efforts,  new  activities  have  replaced  the 
old  ones,  and  Putnam,  a  former  execu- 
tive at  American  Cyanamid,  says,  "The 
new  service  jobs  and  the  high-tech 
jobs  together  have  more  than  offset 
the  decrease  in  manufacturing  jobs. 
Employment  in  the  state  is  the  highest 
it's  ever  been."  Now,  services,  com- 
munications, trade  and  finance  ac- 
count for  58%  of  all  jobs.  New  Jersey 
shared  in  the  nation's  manufacturing 
decline,  but  it  has  led  the  rebounding 
as  well,  positioning  itself  as  an  exem- 
plar of  where  the  American  economy  is 
going.  And  David  R.  Clare,  president  of 
Johnson  &  Johnson,  says,  "I  antici- 
pate even  stronger  performance  in 
future  years." 

New  Jersey  has  been  able  to  re- 
bound for  several  reasons,  Putnam 
says,  including  the  fact  that  "we  are 
located  in  the  center  of  an  enormous 
market  for  goods  and  services  of  all 
kinds."  The  state  sits  in  the  middle  of  a 
vast  urban  corridor,  which  runs  from 
Boston  through  New  York,  Philadelphia 

New  Jersey's  unemploy- 
ment rates  are  well  below 
the  national  average. 

and  Baltimore  to  Washington,  and  puts 
some  80  million  people  within  450 
miles  of  New  Jersey.  Putnam  notes, 
"One-third  of  the  U.S.  market  for  any- 
thing, whether  it's  corn  flakes  or  auto- 
mobiles, is  accessible  from  New  Jersey 
with  a  simple  overnight  truck  drive. 
That  accounted  for  the  diversity  and 
strength  of  our  manufacturing  industry 
for  many  years."  And  it's  playing  an 
important  role  in  the  emerging  new 
industries  as  well. 

Moreover,  because  of  its  extensive 
industrial  base  and  decentralized 
patterns  of  development,  the  state  has 
built  an  extensive  network  of  roads  and 
mass  transportation  systems.  "There 
is  great  access  to  major  highways," 
says  Dan  Infanti,  manager  of  corporate 
marketing  at  Sharp  Electronics  Corp. 
in  Mahwah.  The  traffic  circle  and  clover- 
leaf  were  introduced  in  New  Jersey, 
reflecting  the  state's  early  involvement 
in  the  development  of  expressways. 
And  it  has  more  railroad  tracks  per 
square  mile  than  any  other  state. 

In  addition,  New  Jersey's  port  facilities 
are  among  the  busiest  and  best 
developed  in  the  nation.  "They  lead  the 
nation  in  the  value  of  oceanborne 
trade,"  says  Philip  D.  Kaltenbacher, 
chairman  of  the  Port  Authority  of  New 
York  and  New  Jersey.  Moreover,  New- 
ark International  Airport  has  become 
"the  fastest-growing  major  airport  in 
the  world,"  according  to  Vincent 


Unemployment  Rate 


ersey's  unemployment  rate  fell  to  its  lowest  level  in  fifteen  years. 

sey  Office  of  Economic  Research 


Hoffmann-LaRoche's  new  sterile  products 
manufacturing  facility  in  Clifton,  N.J. 


New  Jersey  now  has  the 
third-highest  number 

of  major  corporate  

headquarters  in  the  nation. 

Bonaventura,  general  manager  of  New 
Jersey  airports  for  the  port  authority. 
He  adds,  "It  all  started  with  airline  de- 
regulation. Then  People  Express  came 
here,  and  that  attracted  a  lot  of  traffic." 
In  1985,  this  airport  handled  nearly 
29  million  passengers,  surpassing 
LaGuardia  Airport,  as  well  as  Washington 
National,  Miami  and  Logan  airports. 

New  Jersey's  location,  well-devel- 
oped infrastructure  and  relatively  low 
costs  initially  brought  industrial  plants 
to  the  state,  but  a  number  of  compan- 
ies also  concluded  they  didn't  need  ex- 
pensive central  city  office  space  when 
they  could  create  a  more  comfortable 
and  economical  life  further  from  the 
urban  core.  The  Morristown  area,  for 
example,  was  once  of  interest  largely 
to  colonial  history  buffs.  But  it  has  be- 
come home  to  a  number  of  major 
corporations.  Recently,  when  Armco 
announced  plans  to  move  its  executive 
offices  to  Morristown,  it  capped  some 
two  decades  of  corporate  migration  to 
that  part  of  the  state. 

AT&T  has  contributed  a  good  deal  to 
this  office  boom. "Every  one  of  our  ma- 
jor lines  of  business  is  represented  in 
New  Jersey  and  most  of  them  have 
their  headquarters  here,"  says  Stanley 
W.  Smith,  president  of  AT&T  Resource 
Management  Corp.  "We're  all  over 
northern  New  Jersey." 

Chubb  Insurance,  Crum  &  Forster, 
Allied  Signal,  American  Cyanamid, 
Ingersoll-Rand,  Nabisco  Brands, 
Beneficial  and  an  assortment  of  other 
companies  have  also  chosen  the  subur- 
ban campus  settings.  New  Jersey  now 
ranks  third  in  the  nation  in  the  number 
of  major  corporate  headquarters. 

This  growth  has  generated  its  own 
momentum,  drawing  not  only  more 
companies,  but  also  the  law  firms,  con- 
sultants and  others  that  provide  serv- 
ices to  major  companies.  Moreover, 
there's  now  over  150  million  square 
feet  of  office  space  in  the  state,  so 
there's  plenty  of  choices  for  every 
need.  And  as  James  Bruno,  president 
and  chief  operating  officer  of  Syntrex, 
points  out,  "We  need  to  attract  techni- 
cal people,  sales  and  marketing 
people,  but  there  is  now  a  good  pool 
of  professional  people  here." 

While  real  estate  economics  has 
exerted  a  powerful  centrifugal  force 
bringing  both  back-office  and  front- 
office  activities  out  of  the  center  city 
locations,  another  important  factor  in 
New  Jersey's  economic  resurgence  has 
been  its  research  and  development 


capabilities.  As  Edward  Cohen,  direc- 
tor of  the  Governor's  Commission  on 
Science  and  Technology,  notes,  those 
involved  in  advanced  technology  "want 
to  rub  shoulders  with  like-minded 
people  and  receive  services  from  like- 
minded  firms."  New  Jersey  has  had  the 
critical  mass  of  R&D  activities  needed 
to  generate  technology-based  eco- 
nomic growth.  After  all,  for  years  both 
Bell  Labs  and  RCA's  David  Sarnoff 
Labs  did  pioneering  work  in  electronics 
and  communications  in  New  Jersey. 
Moreover,  Exxon's  national  research 


center  is  just  west  of  Readington  Tow 
ship  on  Interstate  78,  and  the  state's 
many  pharmaceutical  companies  als 
have  been  heavily  oriented  toward  R 

Another  crucial  element  of  the 
intellectual  infrastructure  needed  for 
knowledge-based  industries  has  bee 
provided  by  New  Jersey's  institutions 
of  higher  education.  Says  Joseph 
Rechner,  vice  president  of  Concurrer 
Computers,  a  manufacturer  of  super 
minicomputers  based  in  Holmdel: 
"We've  got  excellent  colleges  and 
universities  in  the  state  and  proximity 
other  leading  colleges  and  universitii 
Princeton  and  Rutgers,  Stevens 
Institute,  the  New  Jersey  Institute  of 
Technology  and  some  70  other  collec 
and  universities  provide  not  only  opp 
tunities  for  education  but  a  core  of 
talented  faculty  members  who  can 
assist  technically-oriented  enterprise 

New  Jersey  has  more  scientists  an 
engineers  per  capita  than  any  other 
state,  and  one  out  of  every  10  R  &  D 
dollars  spent  by  goverment  or  indust 
in  the  United  States  is  spent  in  New 
Jersey.  The  state  ranks  third  in  the 
nation  in  the  number  of  patents  per 
capita  issued,  and  fourth  in  the 
number  of  high-tech  firms. 

Recently,  this  intellectual  garden  h 
been  blooming.  One  result  has  been 
the  rapid  growth  of  a  new  high-tech 
corridor  along  a  25-mile  stretch  of  U. 
Route  1,  anchored  by  Princeton  and 
Rutgers  universities.  In  this  emergin 
center  for  high-tech  research  and  rm 
ufacturing,  an  estimated  30  million 
square  feet  of  office  space  is  being 
built  along  one  seven-mile  strip 
flanking  Princeton. 

Morristown  has  also  been  a  focal 


s 


s 


Want  to  get  something  growing  in  1 
the  Garden  State?  Contact  Midlantic  at 
31-321-8000  and  see  what  Hungry  Banking 
can  do  for  your  business. 

MidLantic 

Midlantic  Banks  Inc  Metro  Park  Plaza, 
RO.  Box  600,  Edison  NJ  08818 

Complete  Personal  and  Corporate  Banking  Services, 
Factoring,  Leasing,  Mortgage  Banking,  Trust  and 
W  .  International  Activities. 


Blake  us  a  fall  partner,  and 
we'll  make  it  worth  your  while. 


Making  Jersey  Central 
Power  &  Light  Company 
your  partner  in  energy 
conservation  could  turn 
out  to  be  a  very  profitable 
decision. 


Together  we  can  find 
ways  to  help  you  conserve 
energy  and  money,  without 
sacrificing  your  comfort 
or  productivity.  And  we 
provide  this  service 
absolutely  free! 


We  will  perform  free 
energy  surveys  of  your 
facilities  or  provide  you 
with  insightful  information 
through  our  energy 
management  courses  and 
seminars. 

We'll  even  pump  money 
back  into  your  business 
when  you  take  advantage 
of  our  Commercial  and 
Industrial  Rebate  Programs. 

For  more  information  on 
all  the  ways  we  can  put 
the  power  in  your  hands, 
call  us  and  talk  to  your 
new  partner...  a  JCP&L 
energy  expert. 


rESD 

We  put  the  power  in  your  hands. 


JCP&L 


-WE  HAVEN'T 
REDEFINED 
THE  WORD. 
BIT  WE  HAVE 

REVIVED 
ITS  MEANING. 

Excellence  in  Insurance  Brokerage. 


Bayly.  Martin  6-  Fay    New  Jersey 
Steven  J.  Batzer,  CPCU,  CLU,  Chairman 
5008  Wellington  Avenue  /  Ventnor,  N.J.  08406/(609)  823-3636 
Village  Road /New  Vernon,  N.J.  07976  /  (201)  326-9290  /  TELEX:  136-529 
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Bell  Laboratories  in  Murray  Hill,  N.J. 

point  for  a  telecommunications  corric 
that  has  spread  out  along  Interstates 
287  and  78,  cutting  through  the  horsi 
country  of  Somerset,  Morris  and  Hur 
don  counties.  Here,  major  research 
facilities  of  AT&T,  most  notably  Bell 
Labs,  have  attracted  a  range  of  smal 
telecommunications  companies.  S\n 
the  Bell  System  was  broken  up,  Bell 
Communications  Research  Corp.  ha 
operated  in  New  Jersey  as  well. 

The  state  has  taken  important  step 
to  foster  this  high-tech  base.  Voters 
approved  a  $90  million  "Jobs,  Scienc 
and  Technology"  bond  issue  in  1984 
to  provide  funds  for  a  network  of 
advanced  technology  centers  at  the 
state's  public  and  private  colleges. 
The  state  is  spending  $33  million  to 
upgrade  college  computer  facilities, 
engineering  labs  and  technical  equip 
ment.  The  new  Cyber  205  super- 
computer will  further  stimulate  high-l 
development. 

As  a  result  of  the  growth  of  technol 
based  companies  so  far,  the  Americc 
Electronics  Association  estimated 
that  some  112,000  people  are  emplo 
in  electronics  in  the  state,  ranking  it 
sixth  in  the  nation.  Overail,  New  Jers 
ranks  fourth  in  the  nation  in  the  num- 
ber of  high-tech  companies.  Moreov< 
says  Clare  of  Johnson  &  Johnson, 
"There  is  a  growing  recognition  by  N 
Jersey  companies  in  all  industries  th 
future  growth  will  stem  from  technolc 
ical  advances." 

The  factors  that  have  sharply  alter 
New  Jersey's  role  in  the  domestic  ec< 
nomy  have  also  increased  its  involve 
ment  in  the  global  economy.  New 
Jersey  is  the  tenth-ranking  state  in  b 
the  value  of  its  exports-$8  billion-an 
the  number  of  export-related  jobs.  Tc 
enhance  its  role  in  foreign  trade,  the 
state  established  a  foreign  trade  zon 
in  Mount  Olive,  off  Interstate  80.  This 
670-acre  area,  which  permits  goods 
move  in  and  out  of  the  country  with 
ease,  is  managed  by  the  Rockefeller 
Group.  It  complements  the  2,100-aci 
foreign  trade  zone  maintained  by  Th 
Port  Authority  of  New  York  and 
New  Jersey  in  the  Port  Newark/Port 
Elizabeth  area. 


ARTS  IN  A  STATE 
)F  RAPID  GROWTH. 

IT'S  CALLED 
NEW  JERSEY. 

You  could  say  that  AT&T  and  New  Jersey  grew 
up  together.  Before  anyone  ever  heard  of  Silicon 
Valley,  AT&T  had  helped  New  Jersey  to  grow  into  one 
of  America's  most  innovative  centers  of  high  tech. 

Today,  New  Jersey  is  home  to  AT&T  Communi- 
cations, Information  Systems,  Network  Systems, 
Bell  Laboratories,  Technology  Systems,  International, 
and  Resource  Management,  all  of  which  help  keep 
New  Jersey  ahead  of  the  pack. 

AT&T  is  the  largest  private  employer  in  the 
state  with  54,000  employees.  In  addition,  we  have 
$3  billion  invested  in  plant  and  buildings.  We  create  a 
$6  billion  economic  impact. 

AT&T  has  made  this  kind  of  major  commitment 
because  New  Jersey  is  the  perfect 
state  for  high  tech  and  a  very 
human  place  to  live  and  work. 

New  Jersey,  youVe  been 
good  for  us.  And  we  believe  weve  AT&T 
been  good  for  you.  The  right  choice. 


"Our  state  really  has  a  very  aggres- 
sive program  to  promote  the  export  of 
New  Jersey  products,"  says  Ming  Hsu, 
Governor  Kean's  special  trade  repre- 
sentative and  director  of  the  Division  of 
International  Trade.  She  adds,  "We 
help  small  and  medium-sized  com- 
panies enter  the  international  market. 
We  develop  trade  leads  for  them  and 
help  them  pursue  new  markets."  For 
example,  she  says, "We  take  companies 
who  need  help  to  participate  in  interna- 
tional markets  to  trade  shows  and  help 
them  bring  their  products  to  the  inter- 
national marketplace."  The  state  has 
brought  some  225  companies  to  28 
trade  shows  in  15  countries,  Hsu  notes. 

In  addition  to  being  a  major  source 
of  U.S.  exports,  New  Jersey  is  also  an 
important  factor  in  international  trade 
because  it  is  host  to  more  than  1,000 
companies  from  48  foreign  countries. 
About  4%  of  the  state's  work  force  is 
employed  by  foreign  companies. 

Some  of  these  companies  have 
moved  to  New  Jersey  from  other  loca- 
tions. For  example,  American  Hoechst, 
the  subsidiary  of  the  giant  West 
German  chemicals  firm,  had  originally 
been  headquartered  in  New  York  but 
moved  to  Bridgewater,  N.J.,  in  1969. 
Says  President  Dieter  zur  Loye:  "We 
needed  room  for  planned  expansion, 
we  wanted  a  stable  and  professional 
work  force  available  and  we  also 
sought  an  area  where  the  quality  of  life 
would  be  outstanding  in  order  to 
attract  the  best  people." 


tji  ' 

... 

Governor  Kean  and  Dan  Sinnott,  chairman  of 
Syntrex,  participating  in  the  company's  expansion 
ceremonies. 


But  many  others  have  come  directly 
to  New  Jersey.  Samsung  Electronics  of 
South  Korea  has  not  only  developed 
office  and  warehouse  facilities  in  Bergen 
County,  it  also  chose  a  Morris  County 
site  for  a  $25  million  television  and 
microwave  oven  manufacturing  plant. 
Hai-Min  Lee,  president  of  Samsung 
International  Inc.,  notes  that  the  state's 
willingness  to  provide  assistance  in 
financing  the  plant  helped  shape 
Samsung's  decision. 

New  Jersey's  leaders  are  convinced 


In  addition  to  being  a 
major  source  of  U.S. 
exports,  New  Jersey  is 
also  an  important  factor 
in  international  trade... 

such  state  investments  pay  dividends. 
Syntrex's  Bruno,  for  example,  points 
out,  "In  our  formative  stages,  we  were 
eligible  for  a  bond  from  the  New  Jersey 
Economic  Development  Authority, 
which  we  used  for  capital  equipment 
purchases,  and  it  was  a  very  good  pro- 
gram." With  the  help  of  this  financing, 
since  1979,  Syntrex  has  grown  into  a 
firm  with  sales  of  $60  million  and  700 
employees.  The  state  EDA  has  been 
helping  raise  funds  for  business  at  the 
rate  of  more  than  a  billion  dollars  a  year. 

In  general,  says  Etherington  of 
Horizon  Bancorporation,  "The  state 
government  has  tried  to  make  the 
environment  more  friendly."  New  Jersey 
has  in  recent  years  begun  phasing 
out  the  net  worth  tax  on  business, 
which  will  be  completed  by  the  end  of 
1986.  The  state  has  also  repealed  the 
unincorporated  business  tax  and  the 
sales  tax  on  production  machinery  and 
equipment;  phased  out  the  business 
personal  property  tax;  and  enacted 
legislation  enabling  firms  to  carry  for- 
ward business  losses  for  seven  years. 
In  1982,  the  state's  unemployment 
compensation  fund  owed  the  federal 
government  $700  million.  Following  a 
final  payment  of  $213  million  made  in 
October  1985,  the  fund  is  now  in  the 
black.  Because  of  the  improvement  in 
the  financial  status  of  this  fund,  New 
Jersey  companies  will  save  $110  mil- 
lion in  taxes  in  1986.  New  Jersey  has 
kept  its  own  fiscal  house  in  order,  and, 
as  a  result,  it  is  the  only  state  in  the 
Northeast  with  a  triple  A  bond  rating 
from  both  Moody's  and  Standard  & 
Poor's.  "Our  goal  is  to  make  it  possible 
for  companies  to  thrive  in  New  Jersey," 
says  Kenneth  C.  LeFevre,  deputy  com- 


missioner of  the  Department  of  Corrw 
merce  and  Economic  Development. 

The  state's  changing  role  in  the  aul 
mobile  industry  reflects  the  trends 
reshaping  the  New  Jersey  economy. 
In  1980,  Ford  closed  down  its  Mahwai 
assembly  plant.  But  since  then,  "Sha 
Electronics  has  taken  over  65  acres  a 
the  site  for  an  office  and  distribution 
center  employing  750  people  and 
growing  at  the  rate  of  10%  a  year," 
according  to  corporate  marketing 
manager  Infanti.  The  site's  other  110 
acres  are  being  redeveloped  to  indue 
a  25-story  office  and  hotel  complex. 

Despite  the  growth  of  the  service 
sector,  however,  Ferrara  of  the  state 
Department  of  Commerce  and  Eco- 
nomic Development,  emphasizes, 
"We're  trying  to  keep  a  balance;  we'n 
not  abandoning  manufacturing."  Nor 
has  manufacturing  abandoned  the 
state.  While  Ford  has  left  Mahwah, 
General  Motors  is  staying  in  Linden 
and  will  spend  $300  million  to  refit  tha 
plant  to  produce  a  new  line  of  Chevrol 
debuting  in  1987.  In  addition,  GM 
has  also  been  urging  suppliers  to 
locate  near  its  Linden  factory. 

The  results  of  New  Jersey's  altered 
economic  environment  have  not  gone 
unnoticed.  A  1984  survey  by  Alexandi 
Grant  &  Co.  showed  New  Jersey  had 
the  best  business  climate  of  all  statesi 
in  the  Northeast.  And  a  1985  Inc.  mag 
azine  survey  found  New  Jersey  had  th 
eighth-best  climate  in  the  nation  for  ' 
small-business  growth,  up  from 
20th  in  1983.  Monroe  Systems  for  Bus 
ness  of  Morris  Plains,  N.J.  sells  its 
products  in  localities  all  over  the  Unite 
States,  and  Monroe  CEO  John  L. 
Vidovich  says,  "New  Jersey  seems 
about  as  dynamic  as  any  state  we've 
got  right  now." 

New  Jersey's  economic  resurgencei 
has  extended  to  all  portions  of  the 
state.  "We  just  seem  to  be  growing 
every  place  you  look,"  says  William  A. 
Verrochi,  president  of  Jersey  Central 
Power  &  Light  Co.,  which  services 
about  45%  of  the  state.  For  example, 
the  highly  developed  counties  of  north 
ern  New  Jersey  continue  to  experienci 
outward  movement  from  their  old 
centers  as  development  spreads  alone 
major  transportation  corridors. 

There  is  also  a  good  deal  of  backfill- 
ing and  redevelopment  going  on,  par- 
ticularly along  the  Hudson  River.  The 
waterfront,  says  Kaltenbacher  of  the 
port  authority,  "is  comprised  of  some 
of  the  most  valuable  real  estate  in  the 
world,"  consequently,  "deteriorated  oi 
unused  sections  of  our  waterfront  are 
major  untapped  economic  develop- 
ment opportunity  for  the  region." 

Many  of  the  underutilized  piers  and 
warehouses  along  the  waterfront  are 
now  the  scene  of  commercial  develop- 
ment projects,  such  as  the  $400  millioi 


)echst  High  Chem 


|'t  see  the  difference 
;n  these  two  micro- 
3ut  because  of  Hoechst 
hem,  there's  a  tiny — yet 
difference.  American 
st's  AZ®  5200  Series 
>sists  pack  four  times 
:uitry  into  the  same  min- 
space.  And  in  the  doing 
-and  even  beat — indus- 
idards  for  high-speed 
sing,  thermal  stability 
emical  exposure. 


Hoechst  High  Chem — a  syn- 
ergistic blending  of  chemistry, 
engineering,  physics,  medi- 
cine and  biology — made  this 
achievement  possible. 

Throughout  the  communica- 
tions industry,  Hoechst  High 
Chem  is  hard  at  work.  In  plas- 
tics for  computer  housing.  Film 
for  wire  insulation,  floppy 
disks,  and  audio  and  video 
tapes.  Pigments  for  inks. 


Fiber  optics.  Plate  making. 
Microfilm. 

We  can  list  equally  impressive 
accomplishments  for  Hoechst 
High  Chem  in  food  and  agri- 
culture, health  care,  plastics 
and  textiles. 

In  the  U.S.A.,  we're  a  $1.7-bil- 
lion  company  backed  by  the 
resources  of  a  worldwide  com- 
pany that  invests  $3  million 


Hoechst 

each  working  day  to  find  new 
and  better  ways. 

Through  Hoechst  High  Chem 
we  are  meeting  challenging 
problems  with  productive  solu- 
tions that  make  life  easier,  bet- 
ter and  more  enjoyable. 

American  Hoechst  Corporation 
Somerville,  New  Jersey  08876 
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Logic  vs. 

1115th  the  diameter  of  a 
human  hair.  The  circuitry  of 
this  computer  microchip  is 
that  fine. 


More  Logic 

1133rd  the  diameter  of  a 
human  hair.  Quadrupling  the 
potential  power  of  this 
microprocessor  chip  results 
from  the  introduction  of  the 
AZ5200  Series  photoresists. 


A  1984  survey  by 


Alexander  Grant  &  Co. 
showed  New  Jersey  had 
the  best  business  climate 

of  all  states  in  the  

Northeast. 


Harborside  Financial  Center,  located 
at  Exchange  Place  in  Jersey  City.  It  will 
employ  some  15,000  people.  Moreover, 
developer  Harry  B.  Helmsley  has  plans 
for  two  Y-shaped  office  towers  to  be 
built  in  Fort  Lee,  next  to  the  George 
Washington  Bridge.  The  $300  million 
project  will  also  include  670  condomin- 
ium apartments  and  620,000  square 
feet  of  commercial  space. 

Meanwhile,  in  December,  the  New 
Jersey  Housing  and  Mortgage  Finance 
Agency  issued  $150  million  in  long- 
term  bonds  to  finance  construction  of 
1,500  apartments  in  the  first  phase  of 
Newport  City  on  the  Jersey  City  water- 
front. This  $10  billion  project,  devel- 
oped by  the  Lefrak  organization,  will 
cover  400  acres  at  the  New  Jersey  end 
of  the  Holland  Tunnel  and  include 
9,000  housing  units,  4.3  million  square 
feet  of  office  space,  a  major  shopping 
center,  plus  three  hotels,  an  aquarium, 
a  museum,  a  park  and  a  marina  with 
1,000  boat  slips. 

Nearby,  work  has  begun  on  Port 
Liberte,  a  $600  million  residential  and 
commercial  complex  just  south  of 
Liberty  State  Park  and  the  Statue  of 
Liberty.  The  78-acre  Jersey  City  site 
will  have  1.700  residential  units  built 
around  a  canal  system  on  the  Hudson 
River,  similar  to  architect  Francois 
Spoerry's  plans  for  Port  Grimaud  near 
St.  Tropez  in  France. 
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The  strength  of  New  Jersey's  economy  lies  in  its  balance  between  goods  producing  and 

Service  industries.  New  Jersey  Office  of  Economic  Research 


Altogether,  it  is  estimated  that  more 
than  a  dozen  projects,  stretching  along 
18  miles  of  shoreline  and  adding  up  to 
some  $6  billion,  are  in  the  works,  repre- 
senting the  biggest  waterfront  develop- 
ment anywhere  in  the  United  States. 
An  $825  million  Hudson  River  trans- 
portation improvement  fund  will  bolster 
this  revitalization. 

Further  inland,  the  Hackensack 
Meadowlands  has  been  completely 
transformed  over  the  last  decade  from 
a  regional  garbage  dump  to  a  massive 
area  of  development.  It  not  only  in- 
cludes a  racetrack,  a  sports  stadium 
and  an  indoor  arena,  but  also  millions 


3eneficial  Center  in  Peapack,  N.J. 


of  square  feet  of  commercial  and  in- 
dustrial space,  which  have  generate< 
30,000  new  jobs.  Residential  develoi 
ments  are  in  place,  and  the  Hacken- 
sack Meadowlands  Development 
Commission,  which  oversees  the 
area's  growth,  reports  that  more  than 
$1  billion  in  new  projects  are  planned 
Overall,  the  state's  population  and 
development  is  slowly  drifting  west  ai 
south  of  the  traditional  northern  New 
Jersey  population  centers.  Thus,  the 
biggest  building  boom  is  occurring  in 
central  New  Jersey,  primarily  Middle- 
sex, Mercer  and  Somerset  counties. 
"In  Mercer  County,"  says  Geoffrey 
Schubert,  executive  vice  president  of 
the  Vantage  Companies,  a  real  estate 
development  organization  based  in 
West  Paterson,  "there  is  tremendous 
growth  in  the  office  market.  In  fact,  th 
Route  1  office  corridor  has  grown  ven 
quickly."  Princeton,  a  quintessential 
college  town,  has  proven  to  be  a  pow- 
erful magnet  for  companies  as  well  a; 
families.  But  development  opportu- 
nities are  limited  there,  Schubert  note 
"so  perimeter  areas  such  as  East 
Windsor  are  expanding." 

Princeton  University  has  capitalize 
on  the  boom  by  developing  the  ForreJ 
tal  Center,  a  carefully  planned  office 
center  on  a  1,600-acre  site  it  owns. 
Eventually,  Forrestal  will  have  650  aci 
for  corporate  and  research  space,  plu 
190  acres  for  housing,  500  acres  of 
park  land,  and  275  acres  for  the  Uni- 
versity's James  Forrestal  Research 
Center.  Current  tenants  include  Exxo 
Siemens.  RCA  and  IBM. 


A  COPIER  SO  INNOVATIVE 
)THER  COMPANIES  WILL  COPY  II 


i  the  beginning,  copiers  were  big  and  cumbersome, 
took  forever  to  make  copies, 
hen  time  and  technology  brought  economies  of  scale 
and  greater  speed. 

But  it  still  required  a 
console-size  copier  to  handle 
high  volume 
copying. 
Not  anymore. 
Sharp  innovation  has  led  to 
the  remarkable  SF-9600 


O 


New  Technology: 

The  Cylindrical  Automatic 

Document  Feeder. 


copier/duplicator.  The  forerunner  of  the  next  generation 
of  copiers. 

It's  the  first  to  combine  the  speed  and  strength  of  a 
duplicator  with  the  size  and  price  of  a  desk-top  copier. 

60  copies  a  minute.  Up  to  80,000  copies  per  month. 

Instead  of  a  conventional  feeder,  the  SF-9600  uses  a 
unique  cylindrical  document  feeder. 

It's  a  new  technology  that  will  one 
day  be  offered  by  all  copier  companies.  SHARP 

But  until  then,  there's  only  one 
number  to  call:  1-800-BE-SHARP.       from  sharp  minds 

COME  SHARP  PRODUCTS 


rs.  Audio  A/V  Equipment  Banking  Systems.  Broadcast  Cameras.  Calculators.  Cash  Registers,  Computers  and  Peripherals.  Electronic  Components.  Electronic  Typewriters 
ule.  Medical  Products.  Microwave  Ovens.  Televisions.  Vacuum  Cleaners.  Video  Recorders  ©  1986  Sharp  Electronics  Corporation.  Sharp  Plaza.  Mahwah,  New  Jersey  07430 


"When  your  business 
moves  to  New  Jersey  your 
telecommunications  move 

into  the  21st  century" 


-  JohnSeazholtz,  Vice  President 
Marketing  &  Sales.  New  Jersey  Bell 

New  Jersey  makes  more  anc 
more  sense  to  any  business  in 
search  of  a  logical  place  to 
relocate,  especially  companies 
involved  in  nigh  technology. 

"At  New  Jersey  Bell,  we  thir 
communication  systems  shoul 
bear  a  logical  relationship  to  yc 
needs,"  says  John  Seazholtz. 
"That's  why  our  sales  and  en- 
gineering teams  work  full  time 
develop  products  tailored  to  sp« 
cific  business  needs  -  from  dial 
tone  and  customer  calling  serv: 
es  to  wide  band  fiber  optics  and 
advanced  business  systems. 

"Take  our  Public  Data 
Network  (PDN),  for  example. 
This  proposed  network  will  allc 
all  kinds  of  computers  and  ter- 
minals to  communicate  with 
virtual  error-free  reliability.  No 
need  to  lease  private  lines  or  bu 
costly  conversion  devices.  The 
result?  Easy  access  to  data  base 
electronic  home  banking  and 
shopping,  videotext  and  compi 
ter  bulletin  boards. 

'  'Then  there's  our  central- 
office  based  local  area  network 
(CO  LAN).  It  takes  simultaneou 
voice  and  data  transmission 
where  it's  never  been  before  - 
over  existing  telephone  lines  - 
eliminating  the  need  for  costly 
dual  facilities.  And  providing  fu 
digital  connectivity  between  in 
dependent  data  devices  such  as 
mainframe  computers,  termina 
PCs  and  telephones. 

'  'The  way  we  see  it, ' '  adds 
JohnSeazholtz,  "our manage- 
ment of  this  technology  is  what 
sets  us  apart.  So  that  when  you 
business  moves  to  New  Jersey, 
your  telecommunications  can 
move  effortlessly  into  the  2 1  st 
century." 


New  Jersey  Be 

A  Bell  Atlantic  Company 

We  make  sure  you're  always  well  connect 


Now  is  the  time 
to  make  your  move. 


ired  aDO^is  Rory  O'Reilly,  current 
d  record  holder  in  the  flying  500 
r  and  flying  1000  Meter  sprints. 


Concurrent  Computer 
Corporation  is  confident  that 
the  future  of  computing  lies  in 
parallel  processing  technology. 

And  we  think  it's  only  a 
matter  of  time  before  you  come 
to  the  same  conclusion.  There  is 
a  steadily  increasing  demand  for 
number  crunching  power  and 
newer,  more  sophisticated 
applications  in  real-time  and 
real-time  transaction  processing. 
Today,  every  computer  installation 
experiencing  growth  can  take 
advantage  of  parallel  processing. 

But  timing  is  crucial.  The 
sooner  you  make  the  move  to 
parallel  processing,  the  sooner 
you'll  reap  the  benefits.  Wait 
until  later,  and  the  high  cost  of 
conversion  may  cause  you  some 
regrets. 

There's  one  company  that  can 
take  you  into  tomorrow  with  a 
powerful  parallel  processing 
solution  today.  Concurrent 
Computer  Corporation.  With 
proven  technology.  Available 
product.  And  solid  support. 

So  follow  our  lead  and  break 
away  from  the  pack.  Sooner  or 
later  you'll  be  using  a  parallel 
processing  solution.  And  sooner 
is  clearly  better. 

To  get  the  full  story,  mail  the 
coupon.  Or  call  toll-free: 
1-800-631-2154. 


Concurrenti 
Computer  Corporation 


I  want  to  lead  the  pack 
with  Parallel  Processing. 

Name  


Title. 


Company. 
Address  


City. 


.State,. 


.Zip. 


Phone  (  1% 


Mail  to:  Concurrent  Computer 
Corporation,  Two  Crescent  Place, 
Occanport,  New  Jersey  07757 


NEW  JERSEY  s  headquarters  of  the 

world's  largest  toy  specialty  retail  chain. 


Tovsirus 


Currently  operates  235  toy  stores  in  the  United 
States,  13  international  toy  stores  and  23 
Kids  "R"  Us  children's  clothing  stores. 


Meanwhile,  just  south  of  the  Prince- 
ton campus,  there's  the  Carnegie  Cen- 
ter, a  520-acre  development  straddling 
Route  1.  This  $750  million  project  will 
include  2.5  million  square  feet  of  com- 
mercial and  retail  space.  Already,  11 
office  buildings  and  a  hotel  have  been 
completed,  and  the  original  15-year 


development  timetable  has  been  tele- 
scoped into  five  years  because  of 
strong  demand  for  space  in  the  devel- 
opment. Tenants  include  E.R.  Squibb, 
Prudential-Bache  and  Bell  Atlantic. 

Nearby  Middlesex  County  is  also 
growing.  The  Metro  Park  area  of  Wood- 
bridge  offers  a  million  square  feet  of 


Non-Agricultural  Employment  Trends 
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New  Jersey  added  over  400,000  new  jobs  in  the  last  three  years. 

Ne*  J*-sey  Office  of  Economic  Research 


THOUSAND 


Prudential's  Gateway  Three  in  Newark,  N.J. 


Another  important  factoi 
in  New  Jersey's  economi 
resurgence  has  been 

its  research  and  

development  capabilities 


office  space  in  a  3.5-mile  radius. 
Merrill  Lynch  is  bullish  on  the  area.  It 
built  an  educational  center  in  Plains- 
boro  where  nearly  5,000  of  its  broker 
train  each  year,  and  the  Merrill  Lynch 
Corporate  Campus  houses  some  3,0 
employees.  Another  1,700  work  at  an 
office  building  in  Somerset  County, 
which  is  preparing  for  a  spate  of  deve 
opment  of  its  own  following  completic 
of  Interstate  78. 

While  Route  1  from  New  Brunswicr- 
to  Lawrenceville  has  been  called  "a 
boomtown,"  nonetheless,  some  of  the 
most  dramatic  changes  are  occurring 
in  the  southern  half  of  the  state.  Says 
Vantage's  Schubert:  "Monmouth  and 
Ocean  counties  are  the  waves  of  the 
future,  the  next  growth  areas  for  both 
office  and  industrial  uses."  Louis 
Galgano,  area  manager  for  Ocean 
Spray  in  Burlington  County,  adds, 
"This  area  has  really  come  into  its 
own."  Southern  New  Jersey  was  long 
thought  of  as  a  bucolic  agricultural 
area  surrounding  a  fading  resort  area 
called  Atlantic  City.  Both  visions  are 
thoroughly  out-of-date.  Burlington 
County,  for  example,  is  one  of  the  fas1 
est-growing  counties  in  the  nation. 
"The  areas  around  Mount  Laurel  in 
Burlington  County  and  Cherry  Hill  in 
Camden  County  used  to  be  just  rural, 
but  tremendous  growth  is  taking  placi 
there,"  notes  Steven  Batzer,  chief  exe 
utive  officer  of  Bayly,  Martin  &  Fay 
Inc.,  a  New  Jersey  insurance  firm 
headquartered  in  Atlantic  City.  The 


DO  IT  ALL 


Innovation  is  nothing  new  to  Adler-Royal.  For  over  80  years  we  have  enjoyed 
the  reputation  for  building  the  world's  finest  typewriters. 

All  Adler  and  Royal  electronic  typewriters  are  interfaceable  to  our  Textriter 
word  processors.  And  the  same  superb  craftsmanship,  quality  control  and 
automated  functions  that  have  made  our  innovative  typewriters  industry  leaders, 
are  also  important  elements  of  our  other  office  machines. 

For  example,  we  have  a  complete  line  of  dependable,  full-featured  copiers. 
And  a  wide  selection  of  multi-function  calculators  and  cash  registers  for  every  need. 

But  the  best  feature  is  the  one  built  into  every  Adler  and  Royal  office 
product.  Reliability.  The  quality  is  free. 

^  Satisfy  all  your  office  machine  needs  with  just  one  phone  call .  Check  the 
Yellow  Pages  for  your  authorized  Adler  or  Royal  office  machine 
dealer.  Or  call  toll-free  1-800-228-2028,  ext.  39  (Adler); 
ext.  47  (Royal).  In  Nebraska,  1-800-642-8300. 

Adler-Royal  Business  Machines,  Inc.,  1600 
Route  22,  Union,  NJ  07083 
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The  Robert  M.  Schaeberle  Technology  Center,  Nabisco  Brands,  Inc.,  in  East  Hanover,  N.J. 


area  is  "dotted  with  industrial  parks," 
notes  Ferrara  of  the  Department  of 
Commerce  and  Economic  Development. 

And  in  Atlantic  City,  legalized 
gambling,  of  course,  has  dramatically 
transformed  the  economy  and  the  way 
of  life  since  the  first  casino  opened  in 
1978.  The  11  casinos  have  proven 
enormously  popular,  with  revenues  ap- 
proaching $2  billion.  New  Jersey  casinos 
now  provide  40,000  jobs.  Two  more 
casinos  are  under  construction  and  will 
open  next  year.  Plans  are  being  devel- 
oped for  a  new  convention  center  to  be 
located  adjacent  to  the  city's  railroad 
terminal,  which  will  be  the  terminus  for 
a  proposed  high-speed  rail  line  from 
Philadelphia  to  Atlantic  City. 

In  1976,  the  state  voted  to  permit 
gambling  to  help  revive  Atlantic  City; 
slowly  but  surely  that  seems  to  be 
occurring.  The  casinos  have  invested 
more  than  $3  billion  in  the  state  and 
spend  a  billion  dollars  a  year  on  goods 
and  services.  "Gaming  has  generated 
more  economic  development  than  any- 
one ever  projected,"  says  Batzer,  who 
is  chairman  of  the  Atlantic  County  Eco- 
nomic Development  Advisory  Council. 
He  says  the  casinos  have  provided  the 


Fort  Lee,  N.J. 


lington  Bridge  leading  into 


spark  for  such  developments  as  Atlantic 
Metroplex,  the  first  new  office  building 
to  be  constructed  in  the  area  in  half  a 
century.  Meanwhile,  Hamilton  Mall  is 
under  construction  in  Atlantic  County, 
adjacent  to  the  Atlantic  City  Race 
Course  in  McKees  City.  When  completed 
in  1987,  it  will  be  one  of  the  largest 
enclosed  shopping  malls  in  the  country. 

There's  more  to  the  Atlantic  City  area 
than  gaming,  however.  Hamilton  of 
Collective  Federal  Savings  and  Loan 
says,  "There  is  an  effort  to  make  this 
into  a  high-tech  area."  The  Federal  Avi- 
ation Administration  has  a  major  experi- 
mental and  testing  center  in  Pomona, 
N.J.,  and  is  expected  to  spend  $2  billion 
there  over  the  next  decade  as  part  of 
an  $11  billion  program  to  upgrade  the 
nation's  air  traffic  control  system.  The 
expenditures  at  the  FAA  Technical 
Center  are  expected  to  attract  some 
200  companies  involved  in  the  project. 
IBM,  for  example,  has  opened  a  facility 
in  Egg  Harbor  to  support  its  work  for 
the  FAA,  and  overall,  Hamilton  says, 
"This  project  will  really  have  a  dramatic 
effect  on  the  whole  economy." 

Southern  New  Jersey  has  only  about 
15%  of  the  state's  250,000  jobs  in 
high-tech  industries,  but  community 
leaders  are  attempting  to  improve  this 
percentage.  Says  Batzer:  "There  are 
plans  to  build  a  high-tech  industrial 
park  and  incubator  center  on  the 
campus  of  Stockton  State  College." 

Amid  this  growth  and  development, 
there  are  some  caution  signals.  For 
example,  Schubert  says,  "There  are 
certain  pockets  which  are  overbuilt,  but 
it's  not  the  same  problems  as  most  of 
the  major  cities  of  the  West  or  the 
Sunbelt."  He  foresees  some  slowdown 
in  new  office  construction  over  the  next 
12  to  18  months.  And,  he  says,  "We 
have  to  really  work  on  our  highway 
system  and  upgrade  it"  to  keep  traffic 
from  becoming  unmanageable.  The 
state  has  a  $3  billion  transportation 


fund  which  is  being  used  to  grapple 
with  this  problem.  Verroichi  of  Jerse 
Central  adds  that  in  dealing  with 
growth  in  New  Jersey,  "There  is  a 
need  for  more  regional  planning  an> 
more  regional  authority"  to  coordi- 
nate development. 

In  addition,  New  Jersey's  older, 
highly  urbanized  areas  have  contini 
to  confront  an  assortment  of  problei 
Putnam  says  that  the  15%  loss  of  rr 
ufacturing  jobs  that  occurred  durinc 
the  1970s  "was  not  evenly  spread  o* 
the  state.  It  was  concentrated  in  the 
urban  communities,  in  the  largest  c 
in  the  state:  Newark,  Camden, 
Elizabeth  and  so  forth.  We  lost  aboi 
30%  of  the  manufacturing  jobs  in  th 
areas  and  not  in  the  more  suburban 
areas.  So  we  have  had  significant 
urban  problems." 

But,  he  adds,  "We've  adopted  a 
number  of  measures  to  deal  with  the 
economy  in  an  urban  setting.  And  th 
one  that  is  quite  exciting  right  now 
is  the  Urban  Enterprise  Zones."  The 
zones,  which  provide  an  array  of  tax 
benefits  and  special  services  to  firm 
that  locate  within  them,  will  generati 
some  6,500  new  jobs  in  the  first  two 
years,  Putnam  says,  adding  that  cor 
rations  have  committed  themselves 
invest  more  than  $260  million  in  ther 

There  is  also  the  Local  Developme 
Financing  Fund  which  has  provided 
$14  million  in  long-term,  low-cost 


Retail  Sales  Per  Capita 

$ 

6500 


Since  1980,  per  capita  retail  sales  in 
New  Jersey  exceeded  the  U  .S.  average. 

New  Jersey  Office  of  Economic  Research 


THE  PORT  AUTHORITY  OF  NY  &  N  J. 
IT'S  ABOUT  60  MILES  LONG, 

50  MILES  WIDE, 
15  MILLION  PEOPLE  STRONG... 

AND  ONE  VERY  BIG  IDEA. 

Sixty-five  years  ago  the  people  of  the  New  York  and  New  Jersey 


Like  most  good,  simple  ideas,  it  worked.  For  instance,  the  Port 
Authority  has  generated  275,000  jobs;  invested  billions  for  ex- 
panded job  opportunites;  and  created  the  world's  busiest  complex 
of  airports,  the  world's  first  and  still  leading  containerport  and 
today's  trend  setting  Teleport  office  park/satellite  communications 
center.  And  we've  done  it  without  relying  on  tax  dollars. 

The  Port  Authority  of  NY  &  NJ —a  very  big  idea  that's  been  working 
well  now  for  65  years,  and  has  helped  our  region  remain  the 
world's  most  stimulating  place  to  live,  work  and  play. 

THE  PORT  AUTHORITY     mm  M 


Armco 
makes  its  move 


In  a  rapidly  changing  business  environment,  Armco  has  moved  its  executive 
offices  into  the  strong  economic  climate  New  Jersey  offers.  We  believe  essential 
changes  in  Armco's  strategic  direction  and  management  style  can  best  be  impleji 
mented  by  locating  our  key  people  in  the  mainstream  of  American  business. 

Although  Armco  is  changing  dramatically,  our  philosophy  of  businessl 
and  our  relationship  to  employees,  customers  and  shareholders  remain  true  to 
the  principles  on  which  Armco  was  founded  86  years  ago.  These  time-honored 
concepts  will  continue  to  guide  our  everyday  activities. 

Armco  is  a  major  producer  of  carbon,  electrical,  stainless  and  specialty 
steels  and  steel  products  for  the  automotive,  appliance,  construction,  mining  an 
other  markets.  In  addition,  we  manufacture  oilfield  machinery  and  equipment 
used  to  find  and  produce  oil.  gas  and  geothermal  energy  worldwide.  In  Latin 
America,  we  provide  products  needed  for  the  development  of  infrastructures. 

For  information  on  any  Armco  product  or  service,  call  toll-free 
1-800-231-1054.  (In  Ohio:  1-800-232-3748) 


Armco  Inc. .  Executive  Offices.  Morristown.  New  Jersey 


\  I 

ARMCO 
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"The  state  that  landed  our  business 
tf)  a  lot  to  do  with  how  fast  it  took  off." 


-  Donald  Burr,  CEO,  People  Express  Airlines 


April,  1981,  a  new  airline  tried 

zings  for  the  first  time. 

was  called  People  Express. 

ke  many  airlines,  People  Express  mO^M 

its  are  scheduled  in  a  "hub  and  spoke" 

ern.  All  of  the  more  than  400  daily 

its  start  or  stop  in  a  single  place 'the  hub. 

nd  the  place  People  Express  chose  for  its 

was  in  New  Jersey. 

rhe  location  was  perfect.  Right  in  the 

t  of  one  of  the  richest  markets  in  the 

ltry,"  said  Donald  Burr. 

)cation.  It's  what  made  our  little  state 

i  a  big  attraction  to  People  Express. 

nd  thousands  of  other  businesses. 


In  New  Jersey,  we've  got  a  state  govern' 
ment  com  mitted  to  being  an  innovative 
partner  with  business.  A  commitment  that 
finds  expression  in  everything  from  financial 
incentives  to  expert  help  with  site  selection, 
zoning  and  coping  with  local  regulations. 

If  you'd  like  to  know  more,  write  Borden 
R.  Putnam,  Commissioner,  Department  of 
Commerce  &  Economic 
Development,  Box 
CN820,TrentonNJ 
08625.  Or  call 
(609)292-2444. 

And  watch  your 
business  take  off. 


vV  JERSEY  DEPARTMENT  OF  COMMERCE  &  ECONOMIC  DEVELOPMENT 
Thomas  H.  Kean,  Governor,  Borden  R.  Putnam,  Commissioner 


New  Jersey  Provides  The  Ultimate  Corporate  Environment... 

OFFICES  WITH  A  VIEW! 


New  Jersey's  magnificent  mountains  and 
greenery  provide  a  campus-type  backdrop  for 
the  many  businesses  that  have  fled  the  crowds. 

In  fact,  New  Jersey  has  the  third  highest 
concentration  of  corporate  headquarters  in  the 
nation.  And  37,000  new  businesses  have  incor- 
porated here  over  the  past  24  months. 


For  our  computerized  office  listings  and 
free  literature,  call  PSE&G's  Site-Finders  at 
1-201-430-6861.  Or  write  John  Maddocks, 
PSE&G,  Area  Development,  Department  F-7, 
P.O.  Box  570,  Newark,  NJ  07101. 

You  and  Your  Business  Are  Setter  Off  in  New  Jersey 

0PSEG 


New  ideas  for  an  exciting 
future  with  New  Jersey. 


collective  Federal  takes  justifiable  pride  in  the  part  it 
has  played  in  the  growth  of  New  Jersey. 

Financial  stability,  a  weil-defined  management  blueprint 
for  the  future  and  innovative,  anticipatory  product  lines 
and  services  have  been  translated  into  growth  excellence; 
growth  that  has  enabled  Collective  to  more  than  double  its 
asset  size  within  the  past  three  years  alone. 

We  believe  this  combination  makes  Collective  unique 
among  financial  services  companies. 

If  you're  interested  in  learning  more  about  Collective, 
just  fill  out  the  coupon  and  send  it  along  to  us 

The  Association's  common  stock  is  reported  on  the  NASDAQ  National  Market  System 
under  the  symbol  COFD 

Collective 

FEDERAL  SAVINGS 

HEADQUARTERS:  158  Philadelphia  Ave  »Egg  Harbor»N  J  •08215 
□  Please  send  me  a  copy  of  Collective's  latest  Annual  Report. 


'614 
Million 

in  assets 


Name 


Address 


Economic  growth  has 
been  accompanied  by  am 
improvement  in  the 
quality  of  life. 


loans.  These  funds  have  stimulated 
$50  million  in  private  investment  and! 
generated  2,000  jobs.  The  message, 
Putnam  says,  is  that  the  state  is  pre- 
pared to  provide  a  great  deal  of  assist 
ance  to  those  locating  facilities  in 
economically  troubled  areas. 

Moreover,  says  Deputy  Commis- 
sioner LeFevre,  "Some  serious  com- 
mitments have  been  made  in  both 
areas  by  major  corporations,  and  then 
is  some  heavy  duty  development  oc- 
curring." In  Newark,  for  example,  Publ 
Service  Electric  &  Gas  and  New  Jers8 
Bell  have  both  put  up  new  downtown 


Ice  sailing  at  Lake  Hopatcong  in  Hopatcong,  N.J 

office  towers  in  recent  years.  And 
Prudential  Insurance  has  invested  mo 
than  $350  million  in  Newark,  principall 
in  the  Gateway  complex,  which  in- 
cludes three  office  towers  and  a  Hilton 
Hotel,  all  connected  to  Newark's  Penn 
sylvania  Station.  A  fourth  office  tower 
is  scheduled  to  open  in  the  spring  of 
1987.  Meanwhile,  Newark  has  put  its 
fiscal  house  in  order,  prompting 
Moody's  and  Standard  &  Poor's  Corp. 
to  raise  Newark's  bond  rating  to  an  A. 

At  the  other  end  of  the  state,  in 
Camden  last  year,  the  Campbell  Soup 


IB  "A  Complete  Financial  Services  Company" 


Five  reasons  Syntrex 
is  succeeding  in  office  automation. 


Flowers  optional 


Typewriter  does  triple  duty  - 
keyboard,  printer,  and  typewriter 


Screen  tilts,  rotates, 

does  up  to  three  windows  at  once 


File  server  — 

stores  up  to  28,500  pages, 
serves  up  to  12  terminals 


We're  succeeding  because  we  found  out 
vhat  you  wanted  from  office  automation 
>efore  we  designed  the  systems.  You  wanted 
i  system  that  is  easy  to  learn  and  use, 
:omfortable  to  work  with,  pleasing  to  look 
it,  and  reliable.  Ask  for  our  references  in 
egal  offices,  title  insurance,  aerospace, 
ranking,  advertising  agencies,  education, 
entertainment,  etc.,  etc.,  etc. 


SYNTREX  INCORPORATED  246  Industrial  Way  West,  Eatontown,  NJ  07724 •'1-800-526-2829/201-542-1500  in  NJ 


Sandy  Hook  Lighthouse,  a  national 
historic  landmark. 


Company  and  the  state  proposed  a 
$150  million  project  that  would  revitalize 
that  city's  waterfront  by  building  a  new 
headquarters  for  Campbell's  and  an 
aquarium  on  75  acres  along  Camden's 
downtown  waterfront  area. 

The  emphasis  on  redeveloping  in 
the  downtowns  to  provide  a  locomotive 
for  encouraging  revitalization  of  the 
rest  of  these  cities  has  its  critics.  But 
with  the  state  government  taking  a 
lead,  the  cities  are  showing  signs  of 
economic  recovery.  "A  lot  of  good 
things  are  starting  to  happen  in  these 
areas,"  Ferrara  says. 

All  over  the  state,  economic  growth 
has  been  accompanied  by  an  improve- 
ment in  the  quality  of  life.  Last  year, 
Rutgers  University  polled  New  Jersey 
residents  and  found  that  80%  of  the 
respondents  rated  the  state  a  good 
or  an  excellent  place  to  live,  up  from 
68%  in  1980  and  62%  in  1977.  About 


Tourism  has  become  a 
$10  billion  industry,  ranking 
New  Jersey  fifth  in  the 
nation. 


30%  rated  it  as  excellent,  nearly 
double  the  16%  who  gave  it  that 
rating  in  1977. 

There's  still  no  shortage  of  jokes 
about  New  Jersey.  But  the  less  desir- 
able concomitants  of  industrial  life  are 
disappearing  in  the  post-industrial  era. 
Governor  Kean  has  led  the  state  in 
adopting  strong  laws  on  toxic  wastes 
and  has  heightened  concern  about 
aesthetics  and  environmental  issues. 
As  a  result,  Etherington  says,  "The 
quality  of  life  in  New  Jersey  is  very 
attractive.  This  is  a  state  that  has 
many  attributes  which  make  it  a  nice 
place  to  live." 

The  state's  growth  and  prosperity 
have  enabled  it  to  support  an  increas- 
ingly broad  range  of  leisure-time  alter- 
natives. The  most  visible  example  of 
this  is  the  Meadowlands,  where  New 
Jersey's  own  professional  sports  teams 
-the  Jets,  Nets,  Giants  and  Devils- 
draw  sellout  crowds.  There,  cultural 
and  entertainment  events  draw  large 
numbers  of  people  as  well. 

But  there  are  cultural  and  entertain- 
ment events  throughout  the  state.  New 
Jersey  has  some  80  museums,  and 
some  50  orchestra  and  chamber  music 
groups.  There's  the  Garden  State  Arts 
Center  and  McCarter  Theater  in 
Princeton,  one  of  the  country's  more 
interesting  regional  theaters.  The 
development  of  cultural  events  has 
been  aided  by  a  strong  increase  in 
corporate  support  for  the  arts.  As  the 
number  of  corporate  offices  has 
grown,  the  development  of  cultural 
events  has  been  aided  by  a  strong 
increase  in  corporate  support  for  the 
arts.  In  addition,  Victoria  D.  Schmidt, 


director  of  the  Division  of  Travel  and 
Tourism  of  the  Department  of  Com- 
merce and  Economic  Development, 
points  out  that,  "There  are  more  hisU 
ical  sites  in  New  Jersey  than  in  any 
other  state  in  the  nation." 

Despite  its  industrial  heritage,  Nev 
Jersey  has  long  offered  a  variety  of 
natural  attractions.  Although  it's  the 
most  densely  populated  state  in  the 
nation,  67%  of  the  state's  five  milliom 
acres  are  undeveloped  or  agricul- 
tural. The  state  has  some  127  miles 
of  beaches. 


«  m 


I 


Jersey  tomatoes  from  Warren  County. 

Portions  of  the  state  remain  surpris 
ingly  pristine.  Writer  John  McPhee, 
who  lives  in  Princeton,  has  chronicled 
the  attractions  of  the  Pine  Barrens.  A) 
a  vast  array  of  retirement  communitiet 
have  been  developed  in  the  Pine 
Barrens  and  shore  areas,  New  Jersey 
has  become  America's  fifth  most 
popular  state  for  retirees;  12%  of  the 
state's  total  population  is  now  over  65> 

Moreover,  because  of  New  Jersey's 
varied  attractions,  "tourism  has  be- 
come the  second  largest  industry  in 
the  state,"  says  Schmidt.  She  adds, 
this  "rapidly  growing  industry"  gener- 
ates $10  billion  in  revenues  and  pro- 
vides more  than  300,000  jobs,  placing 
New  Jersey's  tourism  industry  fifth  in 
the  nation.  But  New  Jersey  is  more 
than  a  nice  place  to  visit.  Syntrex's 
Bruno  says,  "It's  a  nice  place  to  live; 
it's  not  difficult  to  attract  professional 
people."  These  days  it's  not  difficult  to 
attract  business  either.  There's  a  lot 
going  on  in  New  Jersey,  a  lot  that's  ver 
different  from  the  state's  past  but  that's 
very  much  a  part  of  the  nation's 
economic  future.  □ 


This  supplement  was  written  by  David 
S.  Glick  in  cooperation  with  the  New 
Jersey  Department  of  Commerce  & 
Economic  Development.  His  byline  hai 
appeared  in  numerous  financial 
publications. 


Clinton  Museum  in  Clinton,  N.J. 


Design:  DeMartino/Schultz  Inc. 


Relationship  Banking  —  It's  our  hands-on  expertise 

for  all  your  banking  needs. 

It's  the  relationship  between  you,  your  business  and  your  bank.  And  at 
FIRST  FIDELITY©,  Relationship  means  total  commitment.  We  want  to 
have  that  kind  of  relationship  with  you. 

Our  experienced  Account  Relationship  Managers  have  the  resources 
to  handle  all  your  banking  needs.  To  finance  your  growth.  To  improve  your 
cash  management.  To  manage  your  public  offerings.  And  their  trusteeships. 
To  provide  your  employees  with  payroll  services  and  other  banking 
services,  including  savings  and  retirement  plans  and  personal  loans. 

We  want  our  personal  trust  experts  to  take  care  of  your  personal 
needs.  And  offer  you  our  full  range  of  tax  exempt  securities  and  other 
investment  opportunities. 

And  if  you  do  business  overseas,  we  want  to  be  there  for  you. 

In  short,  we  offer  total  banking  capabilities. 

We  offer  you  the  unparalleled  commitment  of  New  Jersey's  leading 
commercial  banking  organization.  We  have  over  300  full-service  branches 
statewide,  and,  the  ability  to  handle  any  and  all  of  your  financial  needs. 
Locally,  nationally  and  internationally. 

To  discover  the  difference  between  a  banking  association  and  a 
banking  relationship,  call  Ken  Mathews,  Executive  Vice  President,  at  First 
Fidelitv  at  1-800-962-1243. 


Members  FDIC 


1 


FIRST 
FIDELITY 


Members  First  Fidelity  Bancorporation 


Equal  Opportunity  Lenders 


WE'RE  ADDING  3  MILLION  NEW 
SQUARE  FEET  TO  NEW  JERSEY. 


wantage  Companies  New  Jerse 
Division  is  creating  more  than 
3.2  million  square  feet  of  new 
industrial,  office,  and  mixed-use 
space  in  exciting  developments 
around  the  Garden  State.  And 
that's  only  the  beginning. 

Vantage  is  committed  to  success 
in  New  Jersey.  And  we're  backit 
that  commitment  with  the  stren 
of  27  years  of  experience  and  a 
track  record  of  85  million  squar 
feet  and  $6  billion  in  deals. 

Today,  Vantage  is  the  5th  larges 
developer  of  commercial  real  es 
in  the  world.  Founded  in  1959, 
ours  is  a  full-service  organizatio 
that  has  pioneered  the  concept  c 
centralized  responsibility. 

Every  aspect  of  property 
development  ana  management 
is  handled  by  Vantage  and  its 
subsidiaries — market  analysis,  s 
selection,  architectural  design, 
engineering,  financing,  construct 
landscaping,  leasing,  maintenar 
and  on-site  management. 

Excellence  from  a  single  source- 
that's  the  Vantage  advantage. 
Now  New  Jersey  has  it,  with  ov 
3  million  new  square  feet  of  spa 
coming  soon. 


Vantage 

Companies 

New  Jersey  Division 

Complete  Real  Estate  Services 

5  Garret  Mountain  Plaza 

W.  Paterson,  New  Jersey  07424 

(201)977-8080 

John  T.  Lieser  VP-Marketing 


Ranking  The  Forbes  500s 


This  alphabetic  list  compares  Forbes  500s 
companies  in  performance  and  shows 
their  positions  on  the  four  rankings. 


One  statistic  alone  is  a  poor  mea- 
sure of  corporate  size.  That's  why 
The  Forbes  500s  rank  U.S. -based 
publicly  held  companies  by  four  mea- 
sures: sales,  profits,  assets  and  market  val- 
ue. Genentech  appears  on  The  Forbes  Mar- 
ket Value  500  list  for  the  first  time,  at  361. 
But  with  latest  12-month  sales  of  only  $82 
million  and  profits  of  $5.6  million,  this 
little  company  does  not  make  any  other 
list.  In  contrast,  IBM  is  first  in  profits  and 


market  value  and  fifth  and  fifteenth  in 
sales  and  assets,  respectively.  This  year, 
255  companies  make  all  four  rosters.  And 
532  are  on  two  or  more  Forbes  500s  lists. 

Fiscal  year-end  results  are  used  for  com- 
panies with  years  ending  in  November, 
December  or  January.  For  all  other  firms, 
trailing  12  months  are  used  for  sales,  prof- 
its and  cash  flow.  Assets  are  for  the  most 
recently  reported  quarter.  Market  value  is 
for  Dec.  31,  1985. 


-Where  they  rank:  1985- 


Market 


Net 


Cash 


Number 


ets 

Sales 

Market 
value 

Net 
profits 

Company 

Assets 
($mil) 

Sales 
i$mil) 

value 
($mil) 

profits 
($mil) 

flow 
($mil) 

employed 
(thou) 

3 

213 

36 

63 

Abbott  Laboratories 

3,468 

3,360 

8,177 

465.3 

621.1 

34.2 

■ 

274 

■ 

Advanced  Micro  Devices 

765 

624 

1,609 

0.5 

52.7 

14.2 

2 

20 

55 

88 

Aetna  Life  &  Casualty 

58,294 

18,612 

5,904 

371.7 

406.2 

41.1 

4 

■ 

■ 

■ 

Affiliated  Bankshares  of  Colorado 

2,552 

278 

164 

10.0 

16.9 

2.3 

4 

241 

318 

141 

HF  Ahmanson 

27,229 

3,029 

1,368 

220.8 

281.5 

6.7 

4 

374 

239 

236 

Air  Products  &  Chemicals 

2,687 

1,870 

1,890 

145.7 

352.2 

18.2 

132 

385 

370 

Albertson's 

1,125 

5,060 

1,080 

85.1 

145.1 

35.5 

185 

■ 

■ 

Alco  Standard 

1,313 

3,942 

817 

49.9 

89.3 

17.4 

■ 

327 

■ 

Alexander  &  Alexander  Services 

2,127 

914 

1,327 

-7.3 

20.0 

13.8 

■ 

■ 

373 

Alexander  &  Baldwin 

864 

477 

795 

83.6 

119.7 

3.4 

■ 

■ 

318 

Alleghany 

1,213 

384 

568 

107.7 

114.6 

3.1 

■ 

■ 

422 

Allegheny  Beverage 

612 

958 

161 

70.3 

110.4 

16.5 

337 

■ 

■ 

Allegheny  International 

1,507 

2,057 

208 

-109.1 

-58.0 

32.8 

9 

379 

263 

182 

Allegheny  Power  System 

4,059 

1,831 

1,665 

178.4 

303.5 

5.8 

1 

■ 

474 

284 

Allied  Bancshares 

10,246 

1,084 

865 

122.0 

137.3 

3.7 

2 

59 

35 

■ 

Allied-Signal 

13,271 

9,115 

8,190 

-279.0 

83.0 

143.8 

4 

174 

287 

216 

Allied  Stores 

2,772 

4,135 

1,531 

159.3 

252.4 

64.0 

■ 

■ 

424 

Alltel 

1,596 

672 

612 

70.1 

174.4 

5.6 

7 

124 

124 

■ 

Aluminum  Co  of  America 

6,354 

5,163 

3,133 

-16.6 

335.5 

40.1 

2 

384 

446 

■ 

AMAX 

3,561 

1,789 

933 

-621.0 

-449.7 

11.8 

4 

81 

190 

■ 

Amerada  Hess 

6,219 

7,653 

2,263 

-260.4 

223.6 

8.3 

8 

114 

106 

71 

American  Brands* 

8,371 

5,616 

3,607 

420.9 

531.1 

76.3 

8 

172 

273 

229 

American  Can* 

5,215 

4,165 

1,611 

149.1 

212.8 

25.6 

7 

■ 

■ 

■ 

American  Continental 

4,115 

647 

128 

42.5 

46.8 

1.0 

9 

198 

155 

266 

American  Cyanamid 

3,405 

3,536 

2,697 

129.1 

308.9 

37.3 

9 

138 

80 

58 

American  Electric  Power 

13,621 

4,848 

4,572 

485.0 

898.9 

23.4 

7 

41 

12 

27 

American  Express 

74,777 

11,850 

11,771 

810.0 

810.0 

67.5 

■ 

498 

500 

American  Family 

2,271 

955 

828 

54.6 

60.5 

2.5 

6 

■ 

■ 

■ 

American  Fletcher 

4,131 

363 

299 

36.8 

42.5 

2.4 

0 

110 

134 

55 

American  General 

20,668 

5,677 

3,039 

506.4 

530.3 

15.7 

■ 

400 

400 

American  Greetings 

948 

979 

1,048 

75.0 

96.5 

18.3 

0 

147 

27 

?0 

American  Home  Products 

?  395 

4,685 

9,487 

717.1 

813.8 

47.3 

7 

61 

21 

1  y 

American  Information  Technology 

18,149 

9,021 

10,368 

1,077.7 

2,680.4 

76  1 

1 

106  ■ 

37 

72 

American  International  Group 

15,571 

5,782 

8,126 

420.5 

463.3 

24.9 

500  list    "Figures  include  unconsolidated  subsidiaries 
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Ranking  The  Forbes  500s 


— Where  they 

Net 

Cash 

Vim 

in  urn 

Market 

Net 

Assets 

Sales 

value 

profits 

flow 

empli 

Assets 

Sales 

value 

profits 

Company 

(Srnil) 

(Smil) 

l$mil) 

l$mil) 

($mil) 

[thJ 

309 

295 

259 

228 

American  Medical  International 

3,875 

2,396 

1,690 

149  9 

301.4 

4l! 

■ 

180 

■ 

■ 

American  Motors 

2,001 

4,040 

303 

-125.3 

11.6 

23| 

324 

■ 

377 

231 

American  National  Insurance 

3,738 

789 

1,094 

147.8 

147.8 

8 

■ 

291 

■ 

■ 

American  Petrofina 

1,817 

2,409 

542 

-10,2 

169.2 

aj 

432 

■ 

■ 

■ 

American  Savings  &  Loan  Assn  of  Fla 

2,694 

329 

47 

-28.6 

-25.6 

0 

340 

■ 

■ 

■ 

American  Savings  Bank  FSB 

3,614 

367 

90 

14.1 

24,6 

1 

292 

■ 

■ 

■ 

American  Security 

4,155 

379 

343 

25.4 

32.6 

1] 

■ 

247 

290 

■ 

American  Standard 

2,269 

2,912 

1,523 

22.1 

1  18.7 

41 

346 

31 

218 

224 

American  Stores 

3,514 

13,890 

2,033 

154.5 

346.4 

121 

23 

9 

4 

8 

American  Tel  &  Tel 

40,463 

34,910 

26,733 

1,556.8 

4,788.4 

351  j 

131 

■ 

■ 

385 

AmeriTrust" 

9,706 

950 

665 

80.4 

90.5 

■ 

438 

439 

■ 

Ames  Department  Stores 

S54 

1,513 

953 

40  4 

58.8 

IS 

■ 

293 

■ 

■ 

Amfac 

1,313 

2,405 

420 

17.9 

62  $ 

22. 

40 

13 

7 

6 

Amoco 

25,198 

26,922 

16,009 

1,953.0 

4,012.0 

51 

■ 

415 

97 

316 

AMP 

1,549 

1,636 

3,887 

108.0 

204.4 

23. 

195 

102 

174 

93 

AMR 

6,425 

6,131 

2,448 

345.8 

682.5 

49. 

236 

■ 

■ 

■ 

AmSouth  Bancorporation 

5,227 

463 

510 

46.5 

55.7 

4. 

■ 

■ 

485 

■ 

Analog  Devices 

346 

320 

848 

26.4 

50.8 

4., 

■ 

410 

■ 

■ 

Anderson,  Clayton 

868 

1,666 

674 

19.9 

-,s  $ 

15 

243 

88 

57 

66 

Anheuser-Busch  Cos 

5,121 

7,000 

5,852 

443.7 

679.8 

$9 

■ 

392 

317 

412 

Apple  Computer 

1,022 

1,754 

1,370 

72.0 

119.5 

4. 

336 

128 

159 

162 

Archer  Daniels  Midland 

3,654 

5,114 

2,665 

200.9 

328.1 

9. 

308 

■ 

■ 

■ 

Arizona  Bancwest 

3,939 

371 

434 

28.5 

38.3 

2. 

■ 

■ 

465 

474 

Arkla 

1,690 

993 

886 

59.7 

119.7 

3. 

369 

190 

■ 

■ 

Armco 

3,293 

3,733 

638 

3.0 

155.0 

32. 

■ 

409 

390 

331 

Armstrong  World  Industries 

1,093 

1,679 

1,070 

100.9 

164.5 

20. 

$06 

78 

395 

197 

Ashland  Oil 

3,943 

7,843 

1,065 

168.9 

375.3 

33. 

■ 

162 

329 

289 

Associated  Dry  Goods 

2,289 

4,385 

1,320 

119.7 

207.3 

64. 

■ 

■ 

■ 

462 

Atlantic  City  Electric 

1,300 

580 

520 

60.5 

102.5 

2. 

53 

16 

15 

■ 

Atlantic  Richfield 

20,279 

21,723 

11,458 

-202.0 

-199.7 

34, 

■ 

■ 

206 

345 

Automatic  Data  Processing 

1,054 

1,101 

2,141 

95.5 

214.9 

18.1 

■ 

465 

348 

■ 

Avnet 

897 

1,385 

1,216 

31.3 

51.8 

9. 

■ 

286 

200 

■ 

Avon  Products 

2,289 

2,470 

2,189 

-59.9 

-2.3 

3&J 

233 

■ 

220 

120 

AZP  Group 

5,325 

1,175 

2,026 

279  5 

$78  8 

7.! 

■ 

364 

340 

369 

Baker  International 

2,052 

1,898 

1,252 

86.3 

220.2 

20.' 

■ 

492 

■ 

■ 

Bally  Manufacturing 

1,529 

1,295 

444 

25.6 

137.0 

19.- 

290 

390 

226 

128 

Baltimore  Gas  &  Electric 

4,183 

1,755 

1,966 

247.3 

427.8 

9.1 

112 

■ 

298 

263 

Banc  One 

10,823 

1,192 

1,491 

130.4 

152.9 

8.: 

293 

■ 

■ 

■ 

Banco  Popular  de  Puerto  Rico 

4,14: 

384 

216 

32.9 

40.0 



3  ' 

389 

■ 

■ 

■ 

BancOklahoma 

3,076 

320 

105 

6.1 

14.3 

L< 

277 

■ 

■ 

■ 

Bancorp  Hawaii 

4,439 

459 

320 

38.6 

47.2 

3.1 

32 

204 

346 

189 

Bank  of  Boston 

28,296 

3,436 

1,225 

173.8 

206,9 

18.C 

70 

403 

373 

261 

Bank  of  New  England 

17,804 

1,710 

•  1,108 

131.2 

159.0 

12.3 

63 

423 

422 

265 

Bank  of  New  York 

18,486 

1,594 

991 

130.3 

152.7 

7.5 

165 

■ 

■ 

418 

Bank  of  Virginia 

7,745 

813 

699 

71  I 

85.2 

5.3 

421 

■ 

■ 

■ 

Bank  South 

2,788 

271 

304 

23.5 

28.9 

2.1 

2 

36 

179 

■ 

Bank  America 

1  18,541 

13,390 

2,397 

-337.2 

-92.2 

82.8 

16 

145 

171 

89 

Bankers  Trust  New  York 

50,581 

4,699 

2,511 

371.2 

418.8 

10.5 

318 

a 

■ 

■ 

Banks  of  Mid-America 

3,803 

349 

73 

12.7 

18.8 

1.2 

83 

427 

301 

268 

Barnett  Banks  of  Florida 

14,829 

1,574 

1,445 

128.3 

171.6 

13.C 

■ 

■ 

438 

437 

Bausch  &  Lomb 

627 

596 

959 

66.8 

86.3 

8.0 

■  Not  on  500  list.    'Figures  include  unconsolidated  subsidiaries. 
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Manage 

•  Handle  or  direct  with  a  degree  of  skill;  e.g.,  apply  high 
technology  to  global  markets. 

•  Achieve;  e.g.,  increased  productivity  through  strategic 
investments  in  the  work  of  Z  5, 000  engineers,  scientists 
and  supporting  technical  personnel,  123,000  employees 
worldwide. 

•  Succeed  in  accomplishing,  as  in  record  sales,  record 
earnings,  record  return  on  equity. 


:'re  not  out  to  change  the  world.  Just  to  supply 
^chnology  it  takes  to  make  it  better.  But  technology 
does  not  bring  a  21.8%  Return  on  Equity  or  ten 
;ht  years  of  increased  earnings. 

at  takes  management.  Rockwell  International  management 
lied  at  evaluating  and  running  diverse  areas  of  commercial 
;overnment  business.  By  analyzing  high-technology  growth 
ets.  By  moving  quickly  and  decisively  to  take  advantage  of 
rtunities.  And  by  applying  the  technical  and  financial 
rces  to  be  a  leader  in  each  of  our  markets.  To  learn 
about  us,  write:  Rockwell  International,  Depart- 
815R-5,  600  Grant  Street,  Pittsburgh,  PA  15219. 


• 


Rockwell 
International 


...where  science  gets  down  to  business 

Aerospace  /  Electronics  /  Automotive 
General  Industries  /A-B  Industrial  Automation 


Ranking  The  Forbes  500s 


—Where  they  rank:  1985— 

Market 

Net 

Cash 

\  ur 

Market 

Net 

Assets 

Sales 

value 

profits 

flow 

emp| 

Assets 

Sales 

value 

profits 

Company 

($mil) 

($mil) 

i$mil) 

($mil) 

(Smil) 

iih 

184 

299 

116 

251 

Baxter  Travenol  Laboratories 

6,839 

2,355 

3,327 

137.0 

271.0 

v 

200 

■ 

■ 

■ 

BayBanks 

6,269 

614 

403 

48.6 

68.5 

1 

35 

300 

378 

301 

Bear  Stearns  Cos 

26,988 

2,335 

1,094 

113.9 

123.4 

153 

40 

69 

82 

Beatrice 

8,292 

12,046 

5,201 

395.0 

849.0 

B| 

■ 

■ 

337 

359 

Becton  Dickinson 

1,273 

1,156 

1,264 

91.1 

149.1 

." 

55 

60 

19 

16 

Bell  Atlantic 

19,788 

9,084 

10,636 

1,092.9 

2,576.8 

4 

42 

48 

8 

10 

BellSouth 

25,008 

10,664 

14,958 

1,417.8 

3,220.0 

9^ 

144 

336 

386 

330 

Beneficial  Corp 

8,709 

2,059 

1,076 

101.2 

116.7 

■ 

265 

■ 

■ 

Bergen  Brunswig 

739 

2,703 

403 

25.0 

33.0 

1 

377 

■ 

148 

69 

Berkshire  Hathaway 

3,181 

940 

2,787 

435.8 

435.8 

j 

■ 

311 

■ 

Best  Products 

1,332 

2,235 

408 

2.2 

39.9 

\h 

262 

127 

■ 

■ 

Bethlehem  Steel 

4,743 

5,118 

K12 

-196.0 

86.7 

44 

■ 

406 

375 

470 

Beverly  Enterprises 

2,020 

1,691 

1,104 

59.8 

133.0 

96 

■ 

■ 

434 

■ 

Big  Three  Industries 

1,067 

834 

965 

14.5 

99  "7 

5 

a 

396 

380 

■ 

Black  &  Decker 

1,522 

1,751 

1,092 

-166.6 

-70.9 

22 

■ 

■ 

437 

• 

H&R  Block 

327 

542 

959 

54.1 

72.5 

2 

176 

■ 

■ 

477 

Boatmen's  Bancshares 

7,055 

615 

489 

59.2 

79.0 

4 

136 

34 

38 

41 

Boeing 

9,246 

13,636 

8,109 

566.0 

952.0 

98 

370 

189 

335 

324 

Boise  Cascade 

3,268 

3,737 

1,272 

104.3 

290.3 

25 

406 

144 

162 

169 

Borden 

2,932 

4,716 

2,651 

193.8 

316.5 

32 

415 

217 

208 

181 

Borg-Warner 

2,823 

3,330 

2,136 

178.5 

285.7 

86 

■ 

■ 

■ 

348 

Boston  Edison 

2,288 

1,204 

744 

94.2 

232.7 

4 

■ 

■ 

■ 

434 

Bowater 

1,315 

904 

721 

67.5 

115.4 

41 

426 

■ 

■ 

■ 

Branch  Corp 

2,766 

289 

257 

23.1 

28.3 

2 

328 

155 

29 

49 

Bristol-Myers 

3,721 

4,444 

9,146 

531.4 

617.8 

36 

■ 

■ 

■ 

473 

Brooklyn  Union  Gas 

1,117 

1,038 

478 

59.7 

91.7 

3 

■ 

■ 

421 

375 

Brown-Forman 

959 

959 

994 

82.8 

108.3 

6 

■ 

458 

■ 

■ 

Brown  Group 

633 

1,406 

645 

51.6 

75.9 

26 

■ 

■ 

196 

297 

Browning-Ferris  Industries 

1,038 

1,195 

2,231 

116.2 

241.0 

17 

■ 

429 

454 

332 

Brunswick 

1,002 

1,539 

916 

100.3 

149.9 

19 

■ 

257 

457 

■ 

Burlington  Industries 

2,113 

2,832 

908 

16.4 

156.6 

49 

98 

65 

71 

34 

Burlington  Northern 

12,512 

8,651 

5,022 

658.3 

1,133.9 

46 

271 

134 

143 

127 

Burroughs 

4,556 

5,038 

2,887 

248.2 

586.6 

62 

■ 

461 

■ 

■ 

Cabot 

1,629 

1,395 

726 

-85.0 

0.6 

7 

61 

305 

■ 

255 

CalFed 

19,005 

2,276 

559 

134.7 

177.6 

5 

230 

■ 

■ 

■ 

California  First  Bank 

5,401 

550 

376 

2^  6 

37.5 

4 

429 

170 

123 

148 

Campbell  Soup 

2,749 

4,185 

3,193 

212.4 

338.2 

44 

■ 

■ 

142 

240 

Capital  Cities/ABC 

1,885 

1,021 

2,918 

142.2 

199.9 

8 

193 

320 

299 

238 

Capital  Holding 

6,588 

2,163 

1,489 

142.8 

160.3 

8 

190 

358 

185 

98 

Carolina  Power  &  Light 

6,655 

1,935 

2,305 

331.4 

573.3 

9 

■ 

489 

■ 

■ 

Carson  Pirie  Scott 

609 

1,302 

266 

18.4 

53.0 

25 

■ 

184 

■ 

■ 

Carter  Hawley  Hale  Stores 

2,235 

560 

48.0 

123.0 

56 

241 

■ 

■ 

■ 

Carteret  Savings  Bank 

5,129 

590 

172 

25.4 

37.8 

1 

■ 

400 

■ 

■ 

Castle  &  Cook 

1,627 

1,733 

535 

20.9 

47.0 

35 

210 

9! 

92 

165 

Caterpillar  Tractor 

6,016 

6,725 

4,132 

198.0 

674.0 

55 

■ 

434 

■ 

■ 

CBI  Industries 

1,128 

1,516 

430 

-47.0 

26.7 

13 

348 

149 

154 

■ 

CBS 

3,509 

4,677 

2,717 

27.4 

162.3 

27 

418 

240 

246 

183 

Celanese 

2,809 

3,046 

1,806 

rs.o 

424.0 

20 

461 

480 

331 

267 

Centel 

2,521 

1,326 

1,307 

128.7 

308.7 

12 

240 

a 

■ 

■ 

Centerre  Bancorporation 

5,172 

512 

262 

27.2 

38.9 

3 

■ 

468 

■ 

■ 

Centex 

895 

1,376 

453 

46.3 

61.5 

4 

■  Not  on  500  list. 
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M,  ENERGY  AND  THE  MITE  Y  BARONS.  Twenty  years  ago  Ft.  McMurray, 
ada,  wasn't  the  town  it  is  today.  In  fact,  it  was  barely  a  town  at  all.  That  was 
)re  Sun  Company  developed  a  process  to  extract  oil  from  the  surrounding  tar 
is.  And  Sun  people  like  Ken  Flaherty  can  tell  you  what's  developed  since  then. 
"There  was  a  time  when  this  place  was  mostly  tar  sands  and  virtually  un- 
sloped.  But  Sun  brought  a  lot  of  energy  to  Ft.  McMurray.  We're  getting  more 
)  fifty  thousand  barrels  of  oil  a  day  from  these  sands.  And  under  the  snow 
jnd  here  there's  more  oil  than  in  Saudi  Arabia. 

"We've  got  jobs,  a  community,  and  some  pretty  decent  hockey  teams.  The 
rgy's  not  just  under  the  snow.  It's  everywhere." 

At  Sun  we  think  putting  our  energy  back  into  a  community  is  just  as  important 
etting  it  out. 

WHERE  THERE'S  SUN 
THERE'S  ENERGY 


Ranking  The  Forbes  500s 


-Where  they  rank:  1985— 

Market 

Net 

Cash 

Nun) 
cm  pi 
1th. 

Assets 

Market 
Sales  value 

Net 
profits 

Company 

Assets 
(Smil) 

Sales 
(Smil) 

value 
(Smil) 

profits 
(Smil) 

flow 
(Smil) 

185 

264 

166 

95 

Central  &  South  West 

6,817 

2,711 

2,605 

339.8 

574.1 

| 

311 

■ 

■ 

■ 

Central  Bancorpqration 

3,856 

391 

326 

33.5 

42.8 

2 

 1 

373 

■ 

Central  Bancshares  of  the  South 

3,240 

335 

330 

30.6 

39.1 

347 

■ 

Central  Fidelity  Banks 

3,51] 

364 

350 

53  < 

39.8 

1 

■ 

475 

Central  Hudson  Gas  &  Electric 

1,039 

505 

362 

59.7 

83.9 

i 

■ 

■ 

■ 

404 

Central  Illinois  Public  Service 

1,633 

701 

679 

74  3 

135.9 

i 

266 

■ 

■ 

■ 

CenTrust 

4,711 

531 

43 

24.0 

48.4 

i 

208 

107 

183 

210 

Champion  International 

6,098 

5,770 

2,311 

163  1 

426.3 

50 

■ 

444 

■ 

■ 

Charter 

647 

1,485 

39 

-21.2 

-7.7 

i 

5 

55 

147 

42 

Chase  Manhattan 

87,685 

9,733 

2,802 

564.8 

703.3 

4S 

13 

111 

198 

83 

Chemical  New  York 

56,990 

5,651 

2,220 

390.2 

480.0 

isj 

401 

266 

297 

378 

Chesebrough-Pond's 

3,008 

2,699 

1,497 

82.2 

210.4 

25 

24 

7 

10 

9 

Chevron 

38,899 

41742 

13,043 

1,547  4 

4,462.8 

69 

97 

17 

76 

7 

Chrysler 

12,582 

21,256 

4,694 

1,635.2 

2,111.5 

107 

220 

296 

254 

420 

Chubb 

5,763 

2,394 

1,730 

70.5 

80.8 

6 

20 

23 

77 

■ 

Cigna 

44,736 

16,197 

4,653 

-732.5 

-651.9 

48 

■ 

■ 

467 

497 

Cincinnati  Financial 

1,255 

608 

883 

55.0 

60.3 

1 

403 

460 

430 

198 

Cincinnati  Gas  &  Electric 

2,974 

1,397 

972 

168.5 

248.9 

4 

■ 

344 

■ 

■ 

Circle  K 

853 

2,020 

442 

39.4 

'8  3 

14 

380 

■ 

■ 

■ 

Citadel  Holding 

3,140 

354 

119 

26.0 

29.1 

0 

1 

14 

48 

21 

Citicorp 

173,597 

22,504 

6, 188 

998  0 

1,347.0 

76 

90 

467 

381 

277 

Citizens  &  Southern  Georgia 

13,591 

1,376 

1,091 

124.6 

155.9 

10 

303 

■ 

■ 

■ 

Citizens  Fidelity 

3,983 

379 

451 

41.0 

47.5 

1 

468 

■ 

■ 

■ 

City  National 

2,473 

259 

291 

24.2 

29.7 

2 

154 

■ 

■ 

451 

CityFed  Financial 

8,234 

1,036 

167 

62.9 

75.5 

5 

222 

499 

222 

107 

Cleveland  Electric  Illuminating 

5,651 

1,254 

2,002 

310.7 

407.9 

6 

■ 

■ 

336 

358 

Clorox 

751 

1,0^9 

1,265 

91.1 

115.6 

5 

167 

■ 

■ 

■ 

Coast  Savings  &  Loan  Assn 

7,470 

724 

184 

7.0 

26.8 

1 

152 

84 

352 

239 

Coastal  Corp 

8,294 

7,275 

1,176 

142.4 

426.2 

11 

182 

76 

17 

29 

Coca-Cola 

6,898 

7,904 

10,872 

722.3 

918.2 

39 

■ 

■ 

■ 

447 

Coleco  Industries 

398 

776 

272 

64.2 

75.6 

4 

417 

152 

182 

312 

Colgate-Palmolive 

2,814 

4,524 

2,314 

109.4 

180.5 

40 

■ 

■ 

■ 

444 

Collins  &  Aikman 

605 

1,091 

684 

64.9 

90.5 

11 

405 

■ 

■ 

■ 

Colorado  National  Bankshares 

2,937 

334 

239 

5.4 

18.5 

3 

■ 

426 

350 

250 

Colt  Industries 

1,251 

1,579 

1,208 

138.0 

169.7 

19 

216 

179 

278 

■ 

Columbia  Gas  System 

5,835 

4,053 

1,601 

-93.8 

173.8 

10 

175 

■ 

■ 

282 

Columbia  Savings  &  Loan  Assn 

7,116 

918 

152 

122.3 

128.4 

0 

376 

474 

262 

179 

Combined  International 

3,196 

1,360 

1,665 

182.0 

229.1 

6 

■ 

292 

410 

■ 

Combustion  Engineering 

2,161 

2,408 

1,025 

-95.4 

-29.0 

26 

■ 

■ 

■ 

446 

Comdisco 

1,398 

650 

769 

64.6 

83.0 

0 

129 

■ 

■ 

■ 

Comerica 

9,770 

1,022 

470 

52.7 

68.6 

6 

252 

■ 

■ 

■ 

Commerce  Bancshares 

4,924 

493 

328 

37.9 

49.2 

4 

■ 

■ 

464 

■ 

Commerce  Clearing  House 

394 

454 

'  887 

44.8 

59.5 

5 

384 

■ 

■ 

■ 

Commerce  Union 

3,116 

313 

248 

23.3 

29.7 

2 

68 

135 

62 

23 

Commonwealth  Edison 

18,114 

4,964 

5,721 

955.7 

1,497.7 

18 

■ 

■ 

481 

■ 

Community  Psychiatric  Centers 

278 

205 

853 

44.8 

50.5 

3 

■ 

112 

308 

339 

ConAgra 

1,873 

5,631 

1,410 

98.3 

148.0 

29 

458 

■ 

■ 

■ 

Conifer  Group 

2,543 

261 

216 

21.0 

26.5 

2 

138 

117 

75 

43 

Consolidated  Edison 

8,945 

5,498 

4,776 

563.7 

882.6 

21 

■ 

368 

412 

391 

Consolidated  Freightways 

1,134 

1,882 

1,020 

79.3 

165.2 

21 

319 

221 

210 

i  9 

Consolidated  Natural  Gas 

3,798 

3,282 

2,098 

212.4 

465.8 

7 

■  Not  on  500  list. 
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inwa's  added  reach  in  Japanese  finance 
can  do  a  lot  for  your  business 

A 


wide  client  base 

The  Sanwa  Bank,  one 
pf  Japan's  top  financial 
nstitutions.  has  always 
stressed  the  importance 
3i  providing  a  wide  range 
)f  services  without  bias 
o  a  wide  spectrum  of 
ndustries.  With  a  cor- 
porate client  base  that  is 
low  among  the  largest 
md  most  diversified  in 
apan,  Sanwa  is  uniquely 
positioned  to  assist  over- 
seas companies  of  all 


industries  in  mergers  and 
acquisitions,  joint  ven- 
tures, investment  consul- 
tation, etc. 

Extensive  domestic  and 
overseas  operations 

With  more  than  260 
offices,  Sanwa's  domestic 
network  is  one  of  Japan's 
most  extensive.  Sanwa 
specialists  across  the 
country  work  in  close  co- 
operation with  the  Bank's 
vast  overseas  network 


in  marketing  advisory 
and  other  services  to  its 
growing  international 
clientele. 

The  world's 
7th  largest  bank 

Forward-looking  bank- 
ing made  Sanwa  what  it 
is  today:  the  world's  7th 
largest  bank*,  with  total 
assets  of  over  US$109 
billion  and  the  highest 
credit  rating  in  inter- 
national finance.  Backed 


also  by  subsidiaries 
and  affiliates,  Sanwa 
bankers  are  now  more 
active  than  ever  in  pro- 
viding the  specialized 
financial  and  marketing 
assistance  that  overseas 
companies  require  in 
their  dealings  with  Japan. 
Just  ask  your  Sanwa 
banker.  And  see  what 
Sanwa's  added  reach  in 
Japanese  finance  can  do 
for  your  business. 


Sanwa  bankers  are  working  for  you  everywhere. 


*1984  Institutional  Investor  surve,  ;j| 


Ranking  The  Forbes  500s 


-Where  they  rank:  1985— 

Market 

Net 

Cash 

N  urn  1 
emplol 
th.j '! 

Assets 

Market 
Sales  value 

Net 
profits 

Company 

Assets 
l$mil) 

Sales 
($mil) 

value 
($mil) 

profits 
l$mil) 

flow 

Mllll 

■ 

■ 

353 

322 

Consolidated  Papers 

640 

716 

1,165 

106.9 

135.3 

4.1 

145 

220 

■ 

■ 

Consumers  Power 

8,615 

3,298 

660 

-269.8 

-50.9 

"I 

265 

■ 

■ 

■ 

Continental  Bancorp 

4,718 

476 

494 

51.0 

57  0 

2.| 

107 

129 

168 

457 

Continental  Corp 

1 1,495 

5,092 

2,591 

61.3 

100.3 

17.1 

30 

Loo 

256 

Continental  Illinois 

30,528 

2,880 

457 

134.0 

181.0 

9  1 

246 

275 

238 

130 

Continental  Telecom 

5,074 

2,557 

1,892 

2399 

578.3 

21  1 

146 

140 

486 

■ 

Control  Data 

8,565 

4,810 

847 

-567.5 

-358.9 

49  | 

338 

236 

237 

254 

Cooper  Industries 

3,636 

3,067 

1,893 

135.1 

240.9 

38. 

■ 

495 

1 

■ 

Adolph  Coors 

1,297 

1,281 

765 

53.4 

140.3 

9 

109 

■ 

435 

171 

CoreStates  Financial 

11,080 

1,042 

964 

192.0 

209.8 

5 

■ 

407 

163 

319 

Corning  Glass  Works 

2,032 

1,691 

2,649 

107.6 

234.3 

25 

399 

169 

173 

242 

CPC  International 

3,017 

4,210 

:  4.so 

142.0 

290.9 

401 

■ 

■ 

228 

398 

Cray  Research 

443 

380 

1,952 

75.6 

116.3 

2. 

159 

1 

300 

CrossLand  Savings  FSB 

8,022 

890 

203 

114.0 

151.7 

2' 

■ 

447 

■ 

Crown  Central  Petroleum 

484 

1,473 

1 13 

4.1 

52.8 

5* 

■ 

442 

442 

416 

Crown  Cork  &  Seal 

866 

1,487 

944 

71.7 

115.4 

12  ' 

478 

237 

359 

■ 

Crown  Zellerbach 

2,406 

3,062 

1,153 

-26.8 

90.3 

18( 

108 

83 

79 

■ 

CSX 

1  1  494 

"',320 

4  611) 

-118.0 

291.0 

56.<j 

352 

1 

■ 

Cullen/Frost  Bankers 

3,472 

352 

151 

10.3 

19.1 

2.5 

■ 

323 

■ 

■ 

Cummins  Engine 

1,705 

2,146 

690 

50.4 

129.6 

20.5 

■ 

464 

■ 

■ 

Cyclops 

540 

1,386 

217 

24.5 

42.0 

8.5 

476 

188 

303 

205 

Dana 

2,424 

3,754 

1,432 

165.1 

258.2 

37.5 

226 

54 

51 

62 

Dart  &  Kraft 

5,502 

9,942 

6,279 

466.1 

657.5 

73.2 

■ 

■ 

■ 

Data  General 

1,281 

1,199 

1,160 

2.4 

93.9 

17.1 

447 

■ 

■ 

Dauphin  Deposit 

2,598 

252 

>  \ 

24.3 

2"  S 

1.5 

279 

64 

81 

117 

Dayton-Hudson 

4,418 

8,793 

4,459 

283.6 

456.5 

128.C 

■ 

■ 

494 

489 

Dayton  Power  &  Light 

:  077 

987 

838 

56.5 

113.2 

:  ? 

223 

183 

229 

■ 

Deere 

6  1  5 

3,999 

1,951 

24.3 

219.8 

41.8 

■ 

■ 

483 

342 

Delmarva  Power  &  Light 

;  r^s 

723 

850 

96.6 

164.4 

2.6 

344 

146 

282 

218 

Delta  Air  Lines 

3,555 

4,690 

1,564 

156.8 

515.4 

38.2 

■ 

■ 

223 

325 

Deluxe  Check  Printers 

521 

764 

2,000 

104.2 

129.8 

11.8 

411 

■ 

■ 

■ 

Deposit  Guaranty 

2,864 

281 

195 

21.7 

32.2 

2.1 

134 

259 

181 

68 

Detroit  Edison 

9,492 

2,788 

2,327 

437.5 

656.0 

11. 1 

270 

1  7jC 
1  fO 

i  /id 

■ 

Diamond  Shamrock 

4,618 

4,102 

1,639 

-604.7 

-202. 7 

12.2 

181 

0  f 

3Q 

80 

Digital  Equipment 

6,914 

7,029 

7,957 

400.6 

754.7 

87.3 

■ 

422 

379 

436 

Dillard  Department  Stores 

■s62 

1,601 

1,093 

66.9 

106.8 

16.0 

395 

332 

103 

186 

Walt  Disney 

3,027 

2,093 

3,655 

176.0 

309.1 

29.0 

267 

■ 

■ 

■ 

Dominion  Bankshares 

4,689 

506 

359 

39.3 

48.2 

3.5 

147 

263 

120 

102 

Dominion  Resources 

8,481 

2,712 

3,225 

319.8 

676.8 

13.4 

■ 

Of  u 

1  77 

230 

RR  Donnelley  &  Sons 

1,593 

2,038 

2,429 

148.4 

252.1 

18.4 

■ 

451 

305 

334 

Dover 

1,017 

1,440 

1,423 

100.0 

153.1 

16.4 

103 

43 

41 

480 

Dow  Chemical 

11,830 

11,537 

7,797 

58.0 

1,035.0 

51.5 

a 

■ 

132 

249 

Dow  Jones 

1,177 

!,039 

•3,046 

138.6 

192.0 

6.9 

448 

■ 

■ 

■ 

Downey  Savings  &  Loan  Assn 

2,591 

297 

198 

53.4 

57.9 

1.0 

382 

175 

312 

■ 

Dresser  Industries 

3,121 

4,132 

1,382 

-201.4 

-26.5 

44.3 

■ 

■ 

383 

493 

Dreyfus 

401 

176 

1,084 

55.6 

57.0 

0.7 

41 

10 

6 

14 

EI  du  Pont  de  Nemours 

25,140 

29,239 

16,333 

1,118.0 

2,914.0 

151.9 

158 

250 

109 

67 

Duke  Power 

8,024 

2,899 

3,580 

437.6 

900.0 

20.4 

436 

260 

50 

110 

Dun  &  Bradstreet 

2,673 

2,772 

6,366 

294.7 

412.6 

56.0 

312 

■ 

355 

187 

Duquesne  Light 

\  SS4 

915 

1,162 

176.0 

285.7 

4.7 

9 

■ 

461 

■ 

E-Systems 

479 

927 

890 

45.0 

63.2 

12.7 

■  Not  on  500  list. 
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Diversity  is  a  powerful  asset 


Total  Assets,  $6.7  Billion.  Revenues,  $2.1  Billion.  Shareholders'  Equity,  $1.8  Billion. 


General 
Re 


America's  Largest  Reinsurance  Group 


:neral  Re  Corporation,  Financial  Centre,  Stamford,  CT 


Ranking  The  Forbes  500s 


'  

—Where  thev  rank:  1985 — 

Market 

Net 

Cash 

Numl 

.Market 

Net 

Assets 

Sales 

value 

profits 

flow 

cmpu 

Assets 

Sales 

value 

profits 

Company 

iSmill 

Smil 

vSmill 

.SrniP 

tSmil) 

tho 

139 

■ 

■ 

Eastern  Air  Lines 

4,815 

- 

5.9 

.  - 

■ 

481 

■ 

■ 

Eastern  Gas  &  Fuel  Associates 

1,210 

: 

::- 

-•" 

:  : 

6 

100 

49 

16 

97 

Eastman  Kodak 

12  135 

10631 

11  426 

-  ■ : 

1.163  0 

:2« 

♦16 

135 

Eaton 

:  - 

3  6T5 

2  105 

2V.  * 

327.0 

41 

■ 

276 

■ 

lack  Eckerd 

1,024 

- 

-29  1 

5.4 

31. 

■ 

■ 

402 

- 

EG&.G 

430 

1, 155 

'  - 

■ 

■ 

■ 

304 

El  Paso  Electric 

.    r.  ■ 

340 

539 

- 

127.  | 

1. 

361 

56 

77 

Emerson  Electric 

4  6>s0 

5,889 

402  1 

553  2 

-; 

■ 

387 

458 

MM 

Em  hart 

1.523 

1  775 

- 

80.5 

136  6 

29. 

■ 

- 

■ 

■ 

Engelhard 

936 

2  264 

653 

42.7 

81.5 

6. 

365 

209 

■ 

Enserch 

3  391 

1,247 

-  -  : 

_- 

253 

477 

■ 

■ 

Entex" 

-  ' 

:  34; 

407 

r 

;  "• 

- 

317 

■ 

■ 

■ 

Equitable  Bancorporation 

-  -  - 

-  . 

261 

32  6 

39.7 

a 

■ 

■ 

49- 

Equitable  Resources 

862 

4-' 

55  0 

746 

1 

396 

293 

Ethyl* 

■  :• 

:  .  - 

117.1 

198  9 

10. 

■ 

■ 

■ 

483 

Ex-Cell-0 

799 

1, 140 

;" 

89.2 

15. 

9 

2 

2 

Exxon 

69.160 

-  -  -~: 

-  :-- 

4  -  :  ,  - 

9.143  5 

146. 

♦74 

■ 

■ 

■ 

Far  West  Financial 

2  426 

287 

.  . 

.  - : 

0. 

♦20 

■ 

■ 

■ 

Farm  &.  Home  Savings  Assn 

2.801 

295 

164 

.  •  - 



-U3 

■ 

175 

Farmers  Group 

2.652 

993 

: 

184.6 

:  - : 

13.. 

■ 

301 

: : : 

278 

Federal  Express 

1,979 

•  ;  ■ 

.  14 

■ 



3 

; " 

240 

■ 

Federal  National  Mortgage  Assn 

99,087 

.  ;-: 

:  »s« 

36  9 

36.9 

119 

: : ; 

Federated  Department  Stores 

5,527 

;  251 

286.6 

515.2 

127.' 

■ 

■ 

■ 

Fidelcor 

6  760 

343 

48. 2 

55.3 

-:■ 

■ 

■ 

■ 

Fifth  Third  Bancorp 

2  761 

494 

44.2 

21 

■  Not  on  500  list.  "Figures  include  unconsolidated  subsidiaries 



How  to  save  a  drowning  rr 


Ranking  the  rorbes  5UUs 


— Where  they  rank:  1985— 

Market 

Net 

Cash 

Number 

Market 

Net 

Assets 

Sales 

value 

profits 

flow 

employed 

!tS 

Sales 

value 

profits 

Company 

(Smil) 

($mil) 

(Smil) 

(Smil) 

(Smil) 

(thou) 

;: 

215 

■ 

■ 

Financial  Corp  of  America 

27,375 

3,345 

359 

9.5 

65.0 

5.7 

: 

■ 

■ 

■ 

Financial  Corp  of  Santa  Barbara 

5.133 

319 

41 

.5  1 

8.5 

0.7 

214 

215 

■ 

Fireman's  Fund 

7,987 

3,350 

2,043 

-44.3 

-29.1 

12.0 

I 

187 

441 

■ 

Firestone  Tire  &  Rubber 

2,400 

3,794 

946 

-7.0 

138.0 

57.3 

i 

■ 

■ 

■ 

First  Alabama  Bancshares 

3,684 

380 

502 

51.1 

605 

3.6 

1 

■ 

■ 

■ 

First  American 

4,789 

453 

367 

40.2 

51.4 

3.0 

3 

■ 

■ 

■ 

First  Bancorporation  of  Ohio 

2,404 

217 

271 

2^  S 

31.1 

1.9 

3 

283 

354 

204 

First  Bank  System 

25,484 

2,510 

1,162 

1  66  H 

193.3 

9.6 

5 

341 

264 

First  Boston 

45,531 

2,452 

1,250 

130.3 

142.4 

3.1 

l 

■ 

■ 

■ 

First  Capital 

2,299 

205 

207 

21.0 

24.7 

1.4 

5 

163 

288 

196 

First  Chicago 

38,893 

4,370 

1,527 

169.0 

243  9 

14.1 

■ 

■ 

■ 

First  Citizens 

2,765 

282 

244 

25.1 

.50.0 

3.2 

5 

386 

■ 

■ 

First  City  Bancorporation  of  Texas 

16,819 

1,784 

419 

41.8 

73.4 

8.7 

3 

■ 

■ 

■ 

First  Columbia  Financial 

2,388 

358 

52 

7.4 

11.6 

1.0 

J 

■ 

■ 

■ 

First  Commerce 

3,792 

312 

240 

22.4 

31.7 

2.3 

J 

■ 

■ 

■ 

First  Empire  State 

2,548 

264 

181 

22.2 

26.2 

2.1 

3 

249 

471 

280 

First  Executive 

8,741 

2,899 

876 

123.5 

123.5 

0.7 

: 

■ 

■ 

496 

First  Federal  of  Michigan 

10,196 

1,115 

55.1 

64.0 

1.9 

5 

■ 

■ 

351 

First  Fidelity  Bancorp 

12,620 

1,056 

"8" 

93.8 

108.4 

8.5 

1 

■ 

■ 

■ 

First  Florida  Banks 

4,026 

405 

503 

43.0 

58.8 

3.2 

■ 

■ 

■ 

First  Hawaiian 

3,242 

298 

229 

27  2 

32.3 

2  1 

120 

186 

104 

First  Interstate  Bancorp 

48,991 

5,235 

2,300 

313.1 

415.3 

34.3 

5 

■ 

■ 

■ 

First  Jersey  National 

3,449 

338 

278 

30.1 

58.3 

3.0 

t 

■ 

■ 

First  Kentucky  National 

4,142 

430 

432 

41.9 

48  1 

4.2 

■ 

■ 

First  Maryland  Bancorp 

4,493 

465 

364 

28.3 

42.0 

3.6 

on 

500  list 

35-knot  crosswind 

This  proven  technology  has  caught  the  interest 
of  the  U.S.  Army.  The  "fenestron"  has  been 
requested  in  the  specifications  for  the  Army's 
next  generation  helicopter...  the  LHX. 
As  we  see  it,  advanced  technology  is 
synonymous  with  increased  operational  safety 
and  reliability.  This  means  adapting  leading- 
edge  technology  to  satisfy  our  customer's 
needs,  which  is  one  reason  why  the  U.S.C.G.  as 
well  as  fire  departments,  police  units,  hospitals, 
armed  forces,  and  VIPs  the  world  over  place 
their  trust  in  Aerospatiale...  the  world's  leading 
helicopter  exporter. 

at's  special,  that's  aerospatiale. 


S8B  aerospatiale 


Ranking  The  Forbes  500s 


—Where  they 

rank:  1985— 

Market 

Net 

Cash 

Numbq 

Net 

Assets 

Sales 

value 

profits 

flow 

employ 

Assets 

Sales 

value 

profits 

Company 

($mil)- 

($mil) 

($mil) 

($mil) 

($mil) 

(thou 

.358 

a 

■ 

First  National  Cincinnati 

3,419 

315 

392 

34  1 

43.8 

2.0 

232 

■ 

■ 

■ 

First  of  America  Bank 

5,326 

513 

353 

4  5  2 

50.8 

4.2 

221 

■ 

■ 

■ 

First  Pennsylvania 

5,652 

567 

200 

16.8 

25.3 

37 

343 

■ 

■ 

■ 

First  Railroad  &  Banking  Co  of  Ga 

3,559 

425 

486 

40.3 

54.6 

3.7~] 

234 

■ 

■ 

■ 

First  Security 

5,294 

577 

267 

19.0 

32.4 

5.0] 

235 

a 

■ 

First  Tennessee  National 

5,249 

527 

346 

37.8 

56.2 

4.ll 

78 

4!1 

247 

190 

First  Union 

16,567 

1,660 

1,766 

173.6 

205.3 

11.9] 

379 

■ 

■ 

■ 

First  Virginia  Banks 

3,144 

556 

41  3 

40.0 

4^  < 

3.3 

71 

394 

244 

174 

First  Wachovia 

17,707 

1,753 

1,813 

187.7 

218.8 

11.7 

194 

■ 

■ 

■ 

First  Wisconsin 

6,477 

606 

408 

39.6 

54.4 

5  4 

469 

a 

■ 

FirsTier 

2,470 

243 

121 

14.3 

20.4 

1.4 

173 

■ 

■ 

377 

Fleet  Financial  Group 

7.122 

794 

704 

82.2 

109.0 

5.0 

■ 

86 

488 

468 

Fleming  Cos 

1,165 

7,095 

845 

60  1 

94.4 

14.9 

239 

■ 

■ 

■ 

Florida  Federal  Savings  &  Loan  Assn 

5,175 

544 

164 

-32  7 

-25.2 

1.6 

213 

■ 

■ 

363 

Florida  National  Banks  of  Florida 

5,981 

603 

504 

88.6 

104.4 

5.1] 

350 

413 

302 

213 

Florida  Progress 

3,494 

1,653 

1,442 

160.9 

320.3 

6  4 

435 

158 

345 

■ 

Fluor 

2,679 

4,410 

1,228 

-577.8 

-435.1 

29.6i 

433 

224 

261 

167 

FMC 

2,691 

3,261 

1,683 

196.6 

357.8 

27.6 

■ 

376 

358 

■ 

Food  Lion 

440 

1,866 

1,158 

47.6 

69.0 

14.9 

29 

4 

18 

4 

Ford  Motor 

31,366 

52,774 

10,794 

2,515.4 

4,908.2 

369.3 

■ 

472 

117 

217 

Fort  Howard  Paper 

1,537 

1,363 

3,292 

157.0 

239.9 

13.9 

453 

■ 

■ 

■ 

Fourth  Financial 

2,566 

204 

255 

25.8 

31.0 

1.7 

139 

164 

112 

87 

FPL  Group 

8,917 

4,349 

3,420 

372.3 

774.7 

15.2 

■ 

■ 

351 

307 

Freeport-McMoRan 

2,059 

772 

1,202 

111.5 

240.2 

4.7 

■ 

■ 

■ 

362 

Fremont  General 

1,484 

597 

263 

90.6 

92.9 

1.4 

■ 

273 

■ 

421 

Fruehauf 

1,804 

2,564 

483 

70.5 

164.9 

26.6 

■ 

■ 

403 

■ 

GAF 

879 

732 

1,041 

54.3 

71.5 

4.1 

497 

312 

72 

123 

Gannett 

2  513 

2,209 

4,918 

253.3 

356  s 

29.9 

484 

■ 

■ 

■ 

GATX 

2,392 

694 

438 

-45.5 

38.8 

5.0 

488 

■ 

286 

194 

Geico 

2,378 

1,219 

1,540 

170.6 

178.8 

5.3 

446 

■ 

■ 

■ 

Gelco 

2,600 

1,020 

270 

20.1 

309.4 

6.5 

■ 

242 

292 

399 

GenCorp 

2,073 

3,021 

1,514 

75.2 

212.8 

27.4 

■ 

■ 

361 

■ 

Genentech 

239 

82 

1,145 

5.6 

11.4 

0.8 

■ 

■ 

332 

360 

General  Cinema 

944 

995 

1,283 

91.0 

132.0 

12.5 

276 

71 

141 

84 

General  Dynamics 

4,448 

8,164 

2,919 

383.3 

605.9 

98.0 

37 

11 

3 

5 

General  Electric 

26,432 

2*.  285 

33,172 

2,336.0 

3,562.0 

304.0 

■ 

156 

146 

270 

General  Mills 

2,249 

4,411 

2,849 

126.3 

236.7 

63.2 

11 

1 

5 

3 

General  Motors 

63  643 

96,372 

22,253 

3,999.0 

10,207.5 

811.0 

206 

255 

392 

343 

General  Public  Utilities 

6,176 

2,870 

1,069 

96.5 

375.6 

13.5 

189 

325 

73 

253 

General  Re 

6,689 

2,123 

4,860 

135.8 

136.5 

2.5 

■ 

382 

326 

■ 

General  Signal 

1,483 

1,801 

1,332 

49.3 

104.2 

23.2 

■ 

304 

219 

271 

Genuine  Parts 

977 

2,279 

2,029 

126.2 

143.5 

13.1 

422 

■ 

■ 

■ 

Georgia  Federal  Bank  FSB 

2,787 

314 

■  200 

20.1 

26.2 

1.2 

255 

92 

152 

184 

Georgia-Pacific 

4,866 

6,716 

2,735 

177.0 

487.0 

39.0 

a 

■ 

475 

■ 

Gerber  Products 

597 

9^3 

865 

50.6 

77.0 

14.5 

■ 

308 

■ 

487 

Giant  Food 

623 

2,247 

797 

57.0 

93.8 

18.6 

128 

• 

■ 

■ 

Gibraltar  Financial 

9,862 

1,028 

178 

3  s  9 

53.9 

2.4 

475 

294 

204 

215 

Gillette 

2,425 

:  400 

2,149 

159.9 

246.5 

31.4 

84 

439 

■ 

455 

GlenFed 

14,751 

1,509 

369 

61.5 

101.8 

4.3 

101 

466 

432 

214 

Golden  West  Financial 

12,130 

1,378 

967 

160.0 

181.7 

2.4 

a 

228 

s 

■ 

BF  Goodrich 

2,260 

3,201 

746 

-354.6 

-236.5 

27.5 

■  Not  on  500  list 
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Many  magazines  are  born  to 
spend  their  brief  lifetimes  sitting 
unruffled  on  coffee  tables. 

But  a  copy  of  Barron's  is  liable  to 
end  up  looking  like  it's  been  in  a 
wrestling  match.  Which,  in  a  very 
real  sense,  it  has. 

A  Barron's  article  spotlighting  a 
promising  young  company  may 
send  you  rifling  through  pages  to 
the  stock  tables  for  earnings 
comparisons. 

A  piece  on  where  the  market  is 
headed  may  occasion  a  trip  to  the 
Barron's  Market  Laboratory  to 
check  charts,  facts  and  figures. 

A  Barron's  interview  may  turn 
up  two  or  three  interesting 
investment  ideas.  These  may  get 
scrawled  on  a  Barron's  cover  as  a 
reminder.  Perhaps  just  beneath  the 
coffee  stain  that  somehow  got 
there  while  you  were  reading  an 
especially  irreverent  Alan  Abelson 
column. 

In  fact,  the  typical  Barron's 
reader— whose  reading  time 
is  scarce  and  jealously  guarded— 
spends  two  hours  each  week  with 
Barron's.  Which  explains  the 
disheveled  specimen  above. 

Of  course,  we  could  print 
Barron's  on  nice,  glossy  paper.  But 
in  the  time  it  takes  a  publication  to 
get  glossy,  it's  no  longer  timely. 
And  Barron's  is  very  much  for 
those  who  prefer  their  news  new 
and  their  facts  unvarnished. 

If  you  do  too,  pick  up  a  copy  at 
a  newsstand  this  weekend.  Or  if 
you  prefer,  subscribe  by  calling* 
1-800-345-8000,  Ext.  187. 

BARRQN'S 

HOW  THE  SMART  MONEY 
GETS  THAT  WAY. 


Ranking  The  Forbes  500s 


Where  they  rank:  1985 

Market 

Net 

Cash 

Numll 

Assets 

Market 
Sales  value 

Net 
profits 

Company 

Assets 
($mil) 

Sales 
($mil) 

value 
($mil) 

profits 
($mil) 

flow 
($mil) 

emplo|| 
(thoi| 

180 

56 

1 15 

Goodyear  Tire  &  Rubber 

6,954 

9,585 

3,378 

412.4 

712.9 

134. 

■ 

455 

320 

■ 

Gould 

1,388 

1,420 

1,358 

1  75  7 

-90.3 

IV 

229 

122 

165 

233 

WR  Grace 

5,421 

5,193 

2,641 

146.9 

456.1 

82. 

■ 

■ 

371 

415 

WW  Grainger 

718 

1,092 

1,110 

71.8 

88.9 

V 

155 

■ 

• 

■ 

Great  American  First  Savings  Bank 

8,211 

874 

281 

45.7 

56.8 

2. 

■ 

95 

497 

491 

Great  Atlantic  &  Pacific  Tea 

1,608 

6,615 

829 

56.1 

134.0 

65  J 

479 

■ 

■ 

■ 

Great  Lakes  Federal  Savings  &  Loan 

2,405 

264 

65 

14.1 

19  H 

o-, 

■ 

357 

397 

■ 

Great  Northern  Nekoosa 

1,968 

1,935 

1,058 

46.2 

158.9 

13! 

39 

207 

309 

158 

Great  Western  Financial 

25,471 

3,404 

1,390 

201.7 

232.4 

8.' 

215 

231 

294 

286 

Greyhound* 

5,853 

3,171 

1,503 

120.1 

181.4 

36! 

■ 

239 

450 

381 

Grumman 

1,586 

3,049 

922 

si  5 

141.8 

31  | 

36 

24 

24 

■ 

GTE 

26,558 

15,732 

9,745 

-161.1 

2,036.9 

184  C 

413 

■ 

■ 

■ 

Guarantee  Financial  Corp  of  Calif 

2,860 

339 

78 

14.1 

20.8 

14 

106 

211 

127 

132 

Gulf  &  Western  Industries* 

11,519 

3,371 

3,098 

236.0 

273.9 

15.3 

224 

377 

321 

122 

Gulf  States  Utilities 

5,556 

1,858 

1,344 

265.5 

378.3 

5.1 

269 

141 

140 

■ 

Halliburton 

4,662 

4,781 

2,988 

28.7 

371.5 

66.2 

■ 

372 

■ 

■ 

Hammermill  Paper 

1,278 

1,877 

584 

28.9 

87.6 

12.41 

■ 

■ 

484 

■ 

Harcourt  Brace  Jovanovich" 

1,370 

990 

849 

50  5 

91.3 

9.6 

■ 

302 

376 

460 

Harris  Corp 

1,801 

2,307 

1,097 

60.7 

1  s  ?  2 

31.0 

■ 

496 

■ 

463 

Harsco 

824 

1,261 

686 

60.5 

110.3 

ll.j 

151 

■ 

■ 

386 

Hartford  National 

8,343 

791 

673 

80.4 

96.4 

5.7 

■ 

■ 

493 

337 

Hasbro 

846 

1,233 

838 

99.0 

127.8 

7.0 

408 

168 

85 

114 

Hf  Heinz 

2,877 

4,224 

4,326 

288.0 

372.7 

45.0 

440 

272 

207 

257 

Hercules 

2,659 

2,587 

2,140 

133.2 

248.7 

25.9 

■ 

.UK 

271 

306 

Hershey  Foods 

1,197 

1,996 

1,614 

112.2 

164.6 

14.8 

218 

97 

28 

59 

Hewlett-Packard 

5,769 

6,571 

9,462 

482.0 

792.0 

83.0 

412 

■ 

■ 

■ 

Hibernia 

2,864 

242 

239 

24.3 

27.4 

1.2 

■ 

■ 

275 

333 

Hilton  Hotels 

1.226 

684 

1,608 

100.2 

146.4 

34.0 

472 

381 

296 

243 

Holiday  Corp 

2,448 

1,804 

1,499 

141.3 

285.2 

49.8 

124 

■ 

■ 

410 

Home  Federal  Savings  &  Loan 

10,019 

1,148 

548 

72.8 

86.2 

3.3 

245 

345 

433 

■ 

Home  Group 

5,087 

2,019 

965 

-186.0 

-186.0 

8.0 

■ 

■ 

362 

■ 

Homestake  Mining 

712 

298 

1,143 

23.3 

85.2 

2.2 

249 

94 

1 14 

118 

Honeywell 

5,034 

6,625 

3,393 

281  6 

625.5 

94.1 

393 

■ 

■ 

■ 

Horizon  Bancorp 

3,030 

309 

328 

30.6 

38.0 

2.7 

■ 

417 

■ 

■ 

George  A  Hormel 

567 

1,626 

492 

39.2 

67.7 

7.0 

201 

173 

128 

1 16 

Hospital  Corp  of  America 

6,259 

4,152 

3,090 

283.7 

524  5 

62.0 

102 

210 

203 

150 

Household  International 

11,929 

3,383 

2,169 

210.9 

510  5 

43.0 

141 

178 

135 

64 

Houston  Industries 

8,797 

4,062 

3,039 

464.4 

-is : 

11.5 

335 

■ 

■ 

■ 

Howard  Savings  Bank 

3,656 

368 

195 

16.0 

20.0 

1.5 

■ 

498 

■ 

■ 

Hughes  Tool 

1,750 

1,260 

739 

4.1 

125.4 

12.9 

414 

303 

133 

142 

Humana 

2,832 

2,280 

3,043 

217.7 

371.7 

43.2 

202 

■ 

■ 

a 

Huntington  Bancshares 

6,240 

634 

495 

52.5 

65.0 

4.3 

47 

233 

382 

■ 

EF  Hutton  Group 

21,749 

3,139 

1,084 

43.7 

90.6 

17.2 

258 

160 

225 

212 

IC  Industries 

4,818 

4,405 

1,966 

162.8 

320.9 

43.1 

315 

436 

490 

241 

ICH 

3,810 

1,515 

843 

142.1 

157.2 

4.0 

■ 

■ 

■ 

372 

Idaho  Power 

1,654 

451 

7  79 

-4  S 

130.4 

1.6 

264 

■ 

295 

129 

Illinois  Power 

4,719 

1,167 

1,499 

240.0 

319.7 

4.4 

■ 

a 

468 

■ 

Illinois  Tool  Works 

^22 

596 

882 

31.5 

58.9 

7.6 

157 

a 

■ 

■ 

Imperial  Corp  of  America 

8,047 

v"M 

146 

-16.5 

-3.6 

2.6 

280 

■ 

■ 

■ 

Indiana  National 

4,391 

360 

299 

32.1 

38.3 

2.3 

■ 

271 

396 

389 

Ingersoll-Rand 

2,243 

2,637 

1,064 

79.6 

151.5 

33.9 

■  Not  on  500  list.  *Figu 

es  include  unconsolidat 

ed  subsidiaries. 
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It's  11  o'clock,  do  you  know  where  your  shipment  is?  Regardless  of  the  time  or  place,  ship- 
;  via  CF  means  youll  always  know.  Because  you'll  always  be  able  to  contact  our  know-it-all 
king  system  to  find  out  exactly  where  it  is.  And  exactly  when  it'll  be  there.  Whether  it's  going 
md,  sea,  or  air,  anywhere  in  the  world. 

We  built  the  freight  transportation  industry's  most  sophisticated  communications  and 
king  system  for  just  one  reason.  We  know  you  like  to  stay  in  touch. 


Ranking  The  Forbes  500s 


— Where  they 

rank:  1985— 

Market 

Net 

Cash 

Nurj 

Market 

Net 

Assets 

Sales 

value 

profits 

flow 

empi 

Assets 

Sales 

value 

profits 

Company 

($mil) 

($mil) 

($mil) 

($mil) 

($mil) 

445 

244 

■ 

■ 

Inland  Steel 

2,632 

2,999 

576 

-178.4 

-58.7 

2 

■ 

470 

113 

■ 

Intel 

2,152 

1,365 

},  595 

1.6 

167.8 

zj 

■ 

284 

416 

382 

Interco 

1,578 

2,509 

1,01 1 

81.4 

126.6 

46 

316 

■ 

458 

InterFirst 

22,071 

2,179 

696 

61.1 

1 12.1 

■ 

■ 

217 

432 

Intergraph 

511 

526 

2,034 

67.8 

79.5 

15 

5 

1 

1 

international  Business  Machines 

52,634 

50,056 

95,697 

6,555.0 

9,874.0 

40* 

■ 

■ 

300 

426 

International  Flavors  &  Fragrances 

560 

501 

1,482 

69.7 

84.3 

4 

■ 

430 

445 

431 

International  Minerals  &  Clients 

1,963 

1,535 

940 

68.0 

185.6 

6 

■ 

484 

■ 

■ 

International  Multifoods 

580 

1,314 

326 

24.8 

38.5 

209 

154 

176 

262 

International  Paper 

6,039 

4,502 

2,432 

131.0 

398.0 

127 

52 

221 

154 

InterNorth 

9,893 

10,253 

2,010 

203.9 

632.2 

1 1 

■ 

■ 

■ 

476 

Iowa-Illinois  Gas  &  Electric 

1,115 

562 

470 

59.3 

1 14.5 

l 

■ 

■ 

■ 

419 

Ipalco  Enterprises 

1,633 

471 

706 

70.9 

122.7 

2 

48 

343 

■ 

298 

Irving  Bank 

21,651 

2,028 

784 

116.0 

152.4 

9 

26 

18 

68 

111 

ITT* 

37,849 

19,901 

5,340 

293.5 

810.4 

233 

■ 

371 

■ 

■ 

IU  International 

999 

1,878 

393 

-173.5 

-108.1 

23 

■ 

274 

323 

329 

James  River  Corp  of  Virginia 

1,880 

2,558 

1,341 

102.0 

168.4 

22 

339 

■ 

311 

269 

Jefferson-Pilot 

3,616 

1,016 

1,387 

128.1 

131.0 

S 

419 

307 

428 

296 

Jim  Walter 

2,806 

2,256 

978 

116.3 

211.5 

18 

244 

99 

25 

35 

Johnson  &  Johnson 

5,095 

6,421 

9,623 

613.7 

864.2 

74 

■ 

329 

451 

364 

Johnson  Controls 

1,768 

2,105 

921 

88.4 

161.6 

25 

125 

is 

82 

140 

K  mart 

9,991 

22,420 

4.4SS 

221.2 

581.2 

310 

371 

342 

■ 

■ 

Kaiser  Aluminum  &  Chemical 

3,261 

2,029 

752 

-186.5 

-73.8 

13 

441 

■ 

■ 

222 

Kansas  City  Power  &  Light 

2,654 

597 

700 

155.1 

225.4 

2 

493 

■ 

■ 

340 

Kansas  Gas  &  Electric 

2,348 

411 

572 

97.7 

148.4 

2 

■ 

475 

■ 

352 

Kansas  Power  &  Light 

1,679 

1,354 

687 

93.8 

154.6 

\ 

■ 

246 

86 

119 

Kellogg 

1,726 

2,930 

4,287 

281.1 

356.5 

17 

135 

252 

338 

355 

Kemper 

9,264 

2,882 

1,261 

93.3 

93.3 

15 

■ 

■ 

■ 

441 

Kentucky  Utilities 

1,309 

538 

579 

65.6 

112.4 

2 

331 

216 

260 

252 

Kerr-McGee 

3,702 

3,345 

1,690 

136.5 

517.5 

9 

174 

■ 

■ 

430 

KeyCorp 

7,122 

707 

643 

68  4 

85.0 

6 

■ 

319 

■ 

411 

Kidde 

1,689 

2,165 

739 

"~2  2 

120.2 

32 

349 

177 

130 

121 

Kimberly-Clark 

3,504 

4,073 

3,069 

267.1 

407.4 

35 

■ 

401 

193 

258 

Knight-Ridder  Newspapers 

1,394 

1,730 

2,244 

132.7 

201.6 

22 

■ 

459 

■ 

■ 

Koppers 

1,066 

1,400 

600 

-101.1 

-34.7 

11 

291 

22 

212 

180 

Kroger 

4,178 

17,124 

2,091 

ISO  s 

390.4 

164 

■ 

298 

459 

365 

Lear  Siegler 

1,475 

2,358 

895 

8K.2 

146.4 

30 

■ 

452 

■ 

452 

Leaseway  Transportation 

1,030 

1,430 

397 

62.5 

217.8 

18 

■ 

360 

■ 

402 

Libbey-Owens-Ford 

1,337 

1,922 

681 

74.6 

130.5 

24 

500 

■ 

■ 

■ 

Life  Investors 

2,291 

824 

447 

34.9 

38.6 

1 

305 

222 

42 

53 

Eli  Lilly 

3,954 

3,271 

7,777 

517.6 

653.8 

28 

■ 

297 

99 

237 

Limited 

1,212 

2,387 

3,745 

145.3 

225.4 

20 

■ 

426 

■ 

LIN  Broadcasting 

382 

172 

983 

35.8 

44.8 

1 

91 

137 

199 

146 

Lincoln  National 

13,550 

4,907 

2.213 

214.3 

238.2 

12 

268 

150 

188 

126 

Litton  Industries 

4,664 

4,568 

2,267 

248.2 

410.4 

61 

■ 

■ 

404 

461 

Liz  Claiborne 

223 

557 

1,040 

60.6 

63.7 

; 

289 

57 

122 

78 

Lockheed 

4,184 

9,535 

3,204 

401.0 

595.0 

84 

80 

93 

83 

37 

Loews 

16,120 

6,700 

4.442 

589.0 

649.4 

23 

161 

341 

463 

52 

Long  Island  Lighting 

7,954 

2,034 

888 

524.3 

591.0 

5 

■ 

446 

■ 

■ 

Longs  Drug  Stores 

399 

1,481 

666 

37.7 

48.5 

10 

■ 

■ 

476 

■ 

Loral 

651 

599 

861 

48.7 

74.3 

6 

■  Not  on  500  list.    'Figures  include  unconsolidated  subsidiaries. 
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\rtificial 
intelligence: 

ae  of  the  most 
;nificant  develop- 
ents  in  the  history 
computer  tech- 
)logy  since  our 
vention  of  the  ^ 
tegrated  circuit,  i 

.'s  new  generation 
products  and  pro- 
ams  can  dramati- 
lly  enhance  your 
oductivity  and  put 
u  ahead  of  your 
mpetition  into 
e  21st  century. 


Knowledg 

Texas  Instruments  brings  the  pract 


"Al  will  be  a  significant  force  in  the  worldwide      A  rtificial  !ntelllgence  fa  hot 

...       r  j  7      j      7  .  i  /— \  news.  New  jargon,  new 

competition /or  productivity  leadership  . . .  and  1Y  ventures  and  new  promise 

a  key  enabler  for  the  new  billion-dollar  markets  abound-  Some  struggle  with  defi- 

r  .1     r  '-nr         li.  7     J   7  »  nitions  and  debate  its  import  for 

of  the  future.  1 1  can  hd£>  ;you  (cad  the  way.  mankind . . .  whiie  uncertainty 

-  Dr.  George  Hei/meier,  Senior  Vice  President  and  Chief  Technical  Officer,  Texas  Instruments.  prevails  Over  action. 


echnologies: 

lications  of  AI  to  your  business.Now 


it  at  Texas  Instruments,  the 
i  is  clear.  And  the  vision  has 
nae  reality:  we  are  putting  AI 
>rk  under  a  company-wide 
:gy  we  call  "Knowledge  Tech- 
These  are  the  real  prod- 


The  Explorer  MegaChip 
LISP  processor'  can 
replace  hundreds  of  chips 
in  today's  LISP  machines. 


aggressively  pursue  the  potential  of 
AI  through  practical  applications 
—  throughout  our  own  company 
and  for  our  customers. 

In  1978,  TI  launched  one  of  the 
worlds  largest  commitments  to 
Artificial 
Intelligence. 
We  saw  it  then 
and  see  it  now 
as  a  driving 
force  in  the 
next  genera- 
tion of  com- 
puting technol- 
ogy and  thus  a  cornerstone  to 
future  competitive  productivity. 
Today,  we  offer  the  broadest  array 
of  products,  tools  and  programs 
available  to  help  you  realize  its 
bright  potential. 

What  data  has  been  to  the  first 
generation  of  computing,  knowl- 
edge is  to  the  second. 

Knowledge  is  the  capital  of  the 
future.  If  you  manage  it  as  the 
strategic  resource  it  is,  its  impact 
on  productivity  can  have  powerful 
economic  repercussions  in  the 
decades  ahead. 


Intelligence  on  a  chip. 

At  the  heart  of  Knowledge 
Technologies  lies  the  development 
of  a  pioneering  semiconductor 
chip.  We  developed  it  under  con- 
tract to  the  U.S.  Government  for 
use  in  aerospace  and  defense,  but  its 
impact  will  be  felt  in  all  areas.  One 
of  its  first  commercial  applications 
will  be  to  enhance  the  power  and 
performance  of  the  TI  Explorer* 
computer,  already  one  of  the  world's 
most  advanced  AI  development 
tools.  Also,  it  will  add  new  mem- 
bers to  the  Explorer  family  of 
products. 


nes 


programs  and  tools  required  to 


( juried  with  Personal  Consultant  Plus*  software,  TVs 
Business-Pro  AT-ckss  PC  is  a  powerful  development 
and  delivery  tool  for  expert  systems. 


The  Explorer  system  is  an  advanced  work  station  ideally 
suited  for  the  rapid  development  and  delivery  of  M  soft- 
ware and  for  conventional  software. 

This  advanced  chip,  called  the 
Explorer  MegaChip  *  LISP  pro- 
cessor, promises  to  greatly  extend 
the  range  of  AI  applications.  Intel- 
ligent machines  will  be  easier  to 
use,  easier  to  obtain  and  easier  to 
afford.  On  the  horizon  are  ma- 
chines that  will  communicate  in  a 
language  everyone  understands; 
speak,  hear  and  see;  solve  complex 
problems  requiring  inference  and 
deduction;  and  help  make  compli- 
cated and  subjective  decisions,  j. 

►  See  back  page  for  more  mforrnation. 


competitive  edge. 

Retaining  their  leadership  posi- 
tion in  the  late  '80s  and  beyond  was 
the  driving  force  behind  Campbell 
Soup's  search  for  new  technology. 
They  discovered  a  very  powerful 
tool  called  AI.  And  TI  s  Knowledge 
Technologies  put  it  to  work.  They 
saw  it  as  a  competitive  edge,  an 
advantage  they  could  build  on  to 
ensure  their  future  success. 

In  Campbell's  case,  their  first 
application  of  AI  yielded  an  expert 
system  that  incorporated  44  years  of 
one  man's  troubleshooting  know- 
how  and  delivered  it  to  mainte- 
nance workers  in  Campbell  Soup 
plants  across  the  nation.  Instead  of 
relying  on  one  man's  expertise,  the 
system  can  diagnose  problems  and 
recommend  actions  through 
dialogues  on  a  standard  PC.  The 
system  has  worked  so  well  that 
three  others  are  in  development, 
with  more  planned  for  the  future. 

Expert  systems  and  knowledge 
engineers. 

The  expert  system  mentioned 
above  was  developed  in  seven 
months  by  Campbell's  "expert"  and 
a  TI  knowledge  engineer  using  Per- 
sonal Consultant*  software,  which 
provides  an  efficient  way  to  build 
expert  systems.  In  order  to  answer 
the  growing  demand  for  knowledge 
engineers,  TI  has  created  a  Knowl- 
edge Engineering  Department  with 
professionals  trained  to  identify 
appropriate  expert  system  applica- 
tions, organize  knowledge  into  rule- 
based  structures  and  create  proto- 
type expert  systems. 

Expert  systems  promise  to  be 
invaluable  productivity  tools  in 


*6» 


—  almost 


cine,  finance  and  law- 
every  field  requiring  human  exper- 
tise. Applications  will  include  pre- 
diction, diagnosis,  design,  plan- 
ning, alarm  analysis,  monitoring, 
simulation,  repair,  instruction, 
interpretation  and  control. 

Start  with  TI.  Stay  with  TI. 

We  have  tools  that  can  help 
get  you  started,  no  matter  where 
your  company  is  on  the  AI  learning 
curve.  We  have  courses  and  pro- 


T/'s  AI  Education  Center  in  Austin,  Texas,  is  equipped 
to  handle  your  AI  education  needs. 

grams  that  can  take  the  mystery  out 
of  AI  and  help  you  to  see  where  it 
fits  into  your  company.  We  can 
help  you  build  expert  system  pro- 
totypes so  you  can  safeguard 
and  multiply  your  company's  hu- 
man inventory  of  knowledge 
and  experience. 

Or  we  can  teach  you  how  to  use 
our  tools  to  build  your  own  expert 
systems.  Or  how  to  enhance  your 
own  software  productivity  by  solv- 
ing software  design  problems  and 
functionally  testing  in  prototype 
form. 


broad  range  of  software,  hardwar 
training  and  support.  And  we  hai 
ongoing  programs  designed  to  ke 
you  current  with  the  technology, 
doesn't  take  a  huge  investment, 
either.  For  under  $1 ,000  for  Per-  ! 
sonal  Consultant  software,  you  ca 
start  building  expert  systems  on  ai 
industry-standard  PC. 

Take  your  first  step  into  the 
future. 

It's  important  to  start  now.  And 
because  we  offer  the  widest  array  c 
products,  tools  and  programs,  the 
best  way  is  to  start  with  us.  We  can 
help  you  identify  your  company's 
projects  where  AI  can  be  applied, 
where  your  people  can  gain  expen 
ence  quickly,  and  where  we  can 
help  you  prepare  for  the  future. 

Write  us  on  your  letterhead.  Te 
us  whom  you'd  like  us  to  talk  to  in 
your  organization,  and  we'll  take  i 
from  there.  We'll  get  you  started  ii 
AI.  We  think  once  you  start  with 
TI,  you'll  stay  with  TI. 


"Texas  Instruments 
has  made  a  major, 
long-term  commit- 
ment to  Artificial 
Intelligence.  We 
have  applied  AI 
aggressively  to  our  own  productiv- 
ity and  products.  And  now  we  are 
helping  our  customers  realize  AI's 
potential  through  a  wide  range  of 
products,  services  and  support." 

— Jerry  R.  Junkms 
President  and  Chief  Executive  Officer 


Write  to:  Data  Systems  Group,  Office  < 
the  President,  Mail  Station  2068,  Tex£ 
Instruments,  P.O.  Box  2909,  Austin, 
Texas  78769. 


Texas 
Instruments 


31597 
©  1986  TI. 

*  Knowledge  Technologies,  Business-Pro,  Explorer.  MegaChip,  Personal  Consultant,  and  Personal  Consultant  Plus  are  trademarks  of  Texas  Instruments  Incorporated. 
tMegaChip  IC  size  — .  3937"  x  .3937";  actual  package  size  —  1. 75"  x  1.75" 


Ranking  The  Forbes  500s 


 Where  they  rank:  1985— 

Market 

Net 

Cash 

Number 

\\  j  rkc  t 

Net 

Assets 

Sales 

value 

profits 

flow 

employed 

s  Sales 

value 

profits 

Company 

($mil) 

($mil) 

($mil) 

($mil) 

($mil) 

(thou) 

■ 

■ 

■ 

Louisiana  Bancshares 

4,302 

445 

353 

36.2 

47.7 

3.1 

■ 

495 

■ 

Louisiana  Land  &  Exploration 

1,405 

1,149 

831 

10.4 

279.1 

0.8 

497 

■ 

■ 

Louisiana-Pacific 

1,397 

1,261 

790 

25.5 

133.7 

12.0 

■ 

■ 

427 

Louisville  Gas  &  Electric 

1,543 

675 

579 

69.5 

112.0 

3.7 

334 

436 

472 

Lowe's  Cos 

857 

2,073 

959 

59.7 

81.5 

12.0 

70 

■ 

■ 

LTV 

6,307 

8,199 

598 

-771.5 

-524.3 

57.5 

■ 

370 

466 

Lubrizol 

854 

913 

1,111 

60.2 

109.5 

4.7 

58 

334 

368 

Lucky  Stores 

1,988 

9,382 

1,275 

86.5 

186.2 

68.0 

335 

■ 

■ 

Mack  Trucks 

1,062 

2,063 

313 

-59.8 

-30.1 

13.7 

■ 

487 

■ 

Macmillan 

587 

677 

845 

44.7 

69.9 

7.3 

153 

121 

153 

RH  Macy 

2,531 

4,506 

3,205 

205.8 

309  0 

55.5 

69 

231 

76 

Manufacturers  Hanover 

76,526 

8,385 

1,948 

407.5 

549.8 

32.3 

■ 

■ 

■ 

Manufacturers  National 

6,980 

636 

431 

50.0 

60.9 

3.9 

369 

■ 

■ 

Manville 

2,393 

1,880 

144 

-45.1 

39.2 

20.1 

363 

■ 

326 

Mapco 

1,611 

1,908 

809 

104.1 

169.9 

5.6 

■ 

■ 

Marine  Corp 

3,720 

356 

211 

26.6 

34.8 

2.4 

Is  7 

■ 

274 

Marine  Midland  Banks 

23,386 

2,456 

719 

125.1 

152.8 

11.9 

a 

258 

■ 

Marion  Laboratories 

247 

344 

1,694 

46.2 

55,8 

2.0 

167 

145 

201 

Marriott 

3,664 

4,242 

2,856 

167.4 

279.3 

137.4 

469 

139 

211 

Marsh  &  McLennan  Cos 

1,030 

1,368 

2,991 

162.9 

201.7 

17.3 

■ 

■ 

■ 

Marshall  &  Ilsley 

4,741 

479 

415 

43.0 

54.4 

3.9 

157 

227 

124 

Martin  Marietta 

2,258 

4,4111 

1,959 

249.4 

381.4 

46.1 

■ 

■ 

408 

Maryland  National 

7,792 

879 

639 

73.0 

89.8 

5.3 

■ 

169 

207 

Masco 

1,817 

1,154 

2,588 

164.5 

199.0 

11.0 

■ 

■ 

479 

Mattel 

725 

1,051 

434 

58.1 

67.0 

20.0 

131 

157 

133 

May  Department  Stores 

3,442 

5,080 

2,673 

235.4 

361.5 

77.3 

■ 

398 

414 

Maytag 

365 

684 

1,058 

71.8 

86.9 

4.9 

331 

101 

227 

MCA 

2,254 

2,099 

3,691 

150.0 

811.2 

16.5 

194 

44 

70 

McDonald's 

5,043 

3,695 

6,925 

433.0 

667.3 

145.0 

45 

138 

94 

McDonnell  Douglas 

7,268 

11,478 

2,994 

345.7 

658.1 

92.7 

441 

178 

232 

McGraw-Hill 

1,274 

1,491 

2,420 

147.4 

190.7 

14.6 

278 

161 

247 

MCI  Communications 

4,510 

2,542 

2,651 

139.6 

497.1 

12.1 

105 

391 

407 

McKesson 

2,137 

5,827 

1,070 

73.1 

1  23  9 

12.2 

313 

478 

259 

MCorp 

22,586 

2,206 

858 

132.4 

163.4 

11.8 

262 

313 

354 

Mead 

2,245 

2,740 

1,379 

93.5 

223.3 

17.3 

227 

307 

159 

Mellon  Bank 

33,406 

3,222 

1,413 

201.7 

246.7 

15.8 

142 

153 

151 

Melville 

1,807 

4,775 

2,730 

210.8 

273  9 

72.0 

■ 

■ 

■ 

MeraBank 

5,219 

614 

188 

29.1 

37.2 

1.8 

■ 

■ 

■ 

Mercantile  Bancorporation 

6,763 

648 

420 

52.2 

62.7 

4.3 

■ 

■ 

■ 

Mercantile  Bankshares 

2,568 

283 

438 

36.7 

73.5 

2.4 

370 

360 

327 

Mercantile  Stores 

1,151 

1,880 

1,151 

102.4 

145.7 

22.0 

■ 

■ 

■ 

Merchants  National 

2,576 

264 

197 

17.3 

22.7 

1.5 

197 

26 

48 

Merck 

4,902 

3,548 

9,614 

539.9 

722.4 

32.9 

■ 

■ 

482 

Meridian  Bancorp 

6,230 

658 

470 

57.6 

68.5 

4.3 

85 

110 

137 

Merrill  Lynch 

48,117 

7,117 

3,502 

224.3 

384.8 

43.6 

■ 

■ 

199 

Mesa  Petroleum 

1,257 

355 

181 

167.5 

304.0 

0.6 

■ 

■ 

■ 

Michigan  National 

7,252 

827 

424 

34.4 

57.6 

6.7 

151 

156 

246 

MidCon 

6,303 

4,545 

2,691 

139.9 

364.3 

7.0 

226 

202 

79 

Middle  South  Utilities 

13,656 

3, 2. 

2,174 

401.0 

666.5 

13.5 

■ 

470 

361 

Midlantic  Banks 

10,355 

889 

879 

90.6 

105.1 

6.1 

77 

22 

33 

Minnesota  Mining  &  Manufacturing 

6,593 

7,846 

10,283 

664.0 

1,108.0 

86.1 

n  500  list. 
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— Where  they 

rJtiK.  ivoj — 

\  V  i  r  k 1 '  i 

Net 

Cash 

Nu 

Market 

Net 

Assets 

Sales 

value 

profits 

flow 

em 

Assets 

Sales 

value 

profits 

Company 

(Srnil) 

($mil) 

($mil) 

Mini 

Mini 

It 

■ 

■ 

■ 

428 

Minnesota  Power 

1,270 

413 

541 

69.4 

106.7 

21 

3 

11 

18 

Mobil 

41,752 

55,960 

12,353 

1,040.0 

3,428.0 

i: 

467 

■ 

■ 

490 

Monarch  Capital 

2,486 

947 

403 

56.3 

56.3 

■ 

440 

■ 

■ 

Monfort  of  Colorado 

231 

1,499 

123 

18.0 

31.3 

140 

90 

102 

■ 

Monsanto 

8,877 

6,747 

3,665 

-128.0 

471.0 

■ 

■ 

■ 

285 

Montana  Power 

1,743 

597 

717 

121.6 

172.4 

354 

■ 

■ 

■ 

Moore  Financial  Group 

3,459 

358 

179 

20.6 

26.5 

8 

96 

64 

31 

|P  Morgan 

69,375 

6,575 

5,604 

705.4 

758.4 

i 

■ 

326 

■ 

■ 

Morrison-Knudsen 

936 

2,122 

491 

41.5 

69.8 

2 

■ 

366 

253 

160 

Morton  Thiokol 

1,408 

1,888 

1,732 

201.7 

269.1 

1 

281 

119 

78 

413 

Motorola 

4,370 

5,443 

4,638 

72.0 

513.0 

438 

314 

414 

388 

Murphy  Oil 

2,661 

2,198 

1,018 

79.7 

344.6 

■ 

■ 

401 

405 

Nalco  Chemical 

542 

682 

1,047 

73.3 

107.9 

■ 

482 

■ 

■ 

Nash  Finch 

240 

1,323 

160 

12.0 

26.3 

409 

■ 

■ 

■ 

National  Bancshares  Corp  of  Texas 

2,877 

291 

259 

25.4 

31.4 

99 

488 

■ 

315 

National  City 

12,505 

1,302 

702 

108.4 

131.4 

■ 

352 

388 

393 

National  Distillers  &  Clients 

2,020 

1,965 

i  ir: 

77.2 

159.1 

1 

■ 

478 

417 

366 

National  Gypsum 

1,051 

1,340 

1,008 

K7  6 

1  18.4 

! 

■ 

206 

■ 

■ 

National  Intergroup 

2,019 

3,412 

630 

-15.2 

12.4 

383 

261 

249 

225 

National  Medical  Enterprises 

3,116 

2,744 

1,755 

150.7 

272.5 

6 

■ 

421 

367 

■ 

National  Semiconductor 

1,350 

1,606 

1,120 

-95.4 

61.5 

: 

■ 

■ 

440 

425 

National  Service  Industries 

640 

1,220 

952 

69  8 

93.6 

1 

■ 

202 

■ 

323 

Navistar  International 

2,107 

3,457 

538 

105.4 

148.0 

1 

77 

435 

425 

291 

NBD  Bancorp 

16,676 

1,515 

984 

118.0 

138.6 

56 

367 

267 

206 

NCNB 

19,754 

1,884 

1,652 

164.5 

196.0 

307 

166 

95 

103 

NCR 

3,940 

4,317 

3,940 

315.2 

566.3 

6 

332 

449 

330 

208 

New  England  Electric  System 

3,687 

1,444 

1,320 

164.1 

330.9 

304 

■ 

285 

152 

New  York  State  Electric  &  Gas 

3,977 

1,242 

1,546 

208.4 

306.5 

■ 

462 

224 

295 

New  York  Times 

1,296 

1,394 

1,982 

116.3 

174.7 

■ 

■ 

304 

■ 

Newmont  Mining 

2,085 

684 

1,429 

-36.4 

39.7 

177 

267 

167 

75 

Niagara  Mohawk  Power 

7,014 

2,695 

2,602 

411.4 

587.5 

1 

■ 

324 

■ 

■ 

Nicor 

2,037 

2,129 

610 

-152.1 

-39.6 

■ 

454 

492 

■ 

NL  Industries 

1,597 

1,423 

841 

21.5 

123.4 

i 

■ 

490 

462 

■ 

Nordstrom 

763 

1,302 

889 

50.1 

87.5 

! 

130 

186 

70 

57 

Norfolk  Southern 

9,769 

3,825 

5,118 

500.2 

754.5 

i 

137 

■ 

423 

356 

Norstar  Bancorp 

8,998 

882 

988 

93.0 

119.0 

444 

161 

387 

380 

North  American  Philips 

2,643 

4,395 

1,076 

81.5 

179.5 

5 

485 

■ 

■ 

■ 

Northeast  Bancorp 

2,389 

245 

273 

26.4 

33.0 

274 

■ 

■ 

■ 

Northeast  Savings  FA 

4,492 

454 

90 

28.5 

40.9 

207 

333 

235 

113 

Northeast  Utilities 

6,148 

2,081 

1,904 

288.5 

423.3 

314 

362 

■ 

321 

Northern  Indiana  Public  Service 

3,833 

1,909 

721 

107.1 

246.8 

300 

385 

266 

166 

Northern  States  Power 

4,048 

1,789 

1,657 

197.7 

422.0 

166 

■ 

■ 

■ 

Northern  Trust 

7,500 

740 

421 

34.1 

47.4 

494 

133 

216 

145 

Northrop 

2,333 

5,057 

2,043 

214.4 

407.8 

4 

386 

■ 

■ 

■ 

Northwestern  National  Life  Insurance 

3,093 

1,142 

225 

25.1 

25.1 

49 

282 

447 

319 

Norwest 

21,419 

2,516 

930 

107.6 

164.7 

1 

■ 

■ 

■ 

478 

Nucor 

560 

758 

771 

58.5 

89.6 

496 

270 

419 

406 

NWA 

2,320 

2,655 

1,002 

73.1 

255.7 

1 

51 

51 

23 

15 

Nynex 

20,600 

10,314 

9,881 

1,095.3 

2,528.5 

9 

105 

29 

111 

65 

Occidental  Petroleum 

11,586 

14,534 

3,442 

455.0 

1,335.1 

4 

169 

391 

192 

90 

Ohio  Edison 

7,290 

1,755 

2,245 

370.7 

544.8 

■  Not  on 

500  list. 
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for  on-the-go  leaders. 


i  a  hard-charging  entrepreneur: 

With  my  JetKanger,  I  easily  made  two  appointments  ■ 
verc  80  miles  apart.  And  1  gave  a  client  an  aerial  view 
roposed  construction  site.  Then,  lunch.  And  afterwards, 
■  to  five  more  locations.  What  a  sense  of  satisfaction]  M) 
mger  is  comfortable,  quiet,  smooth  —  definitely  the 
ine  I  needed  to  make  the  most  of  my  valuable  time . . 
JetRanger  III!  It's  the  latest  model  of  the  world's 
widely  used  line  of  light,  turbine- powered  heli- 
:rs.  And  it's  been  performing  many  jobs.  Saving 
Boosting  productivity.  Giving  on-the-go  leaders 
opportunities  to  get  ahead. 
A  Colorado  rancher  uses  his  JetRanger  to  check 
ends  in  all  his  far-flung  pastures.  In  Texas,  a  real 
:  salesman  sees  more  customers  with  his  JetRanger. 
w  York  executive's  JetRanger  shrinks  days  of  work 
lours. 


ability  so  many  jobs  demand. 

That's  one  reason  it  has  such  a  high  resale  value. 
Not  to  mention  such  an  incredible  warranty  —  2  years 
or  2, 000  hours. 

Other  reasons:  a  tough  420  SHP  Allison  C-20 
turbine  with  millions  of  hours  of  flight  experience.  And 


-} — 


lest  resale  value,  best  warranty  in  its  class 
A  JetRanger  III  can  handle  so  many  different  tas 
lse  it  combines  the  safety,  versatility  and  depend 


a  strong,  sleek  airframe  that's  been  proven  in  over  15 
million  flight-hours. 
Worlds  best  service  and  support 

Bell  reliability  keeps  you  living.  And  when  service 
is  needed,  Bell's  network  of  159  service/support  centers 
gets  you  back  in  the  air  fast. 

No  other  helicopter  manufacturer  has  as  many 
service  centers  —  just  what  you'd  expect  from  the 
world's  most  experienced  helicopter  manufacturer. 

For  more  information,  call  or  wiite  Jim  Hamilton, 
Vice  President,  Commercial  Marketing,  Bell  Helicopter 
Textron,  Inc.,  Dept.  564,  P.O.  Box 482,  Ft,  Worth,  Texas 
76101  (817)  280-8200. 


The  future  is  ours  by  design. 

Bell  Helicopter  EnEHD 


A  Subsidiary  of  Textron  Inc. 


Ranking  The  Forbes  500$ 


—Where  they 

rank:  1985— 

Market 

Net 

Cash 

Nun 

Market 

Net 

Assets 

Sales 

value 

profits 

flow 

empll 

Assets 

Sales 

value 

profits 

Company 

(Sm'il) 

(Smil) 

(Smil) 

(Smil) 

(Smil) 

(th.| 

■ 

■ 

357 

313 

Oklahoma  Gas  &  Electric 

2,276 

1,085 

1,158 

108.6 

187.1 

4 

283 

■ 

■ 

■ 

Old  Kent  Financial 

4,323 

438 

403 

49.4 

57.3 

i 

■ 

■ 

■ 

449 

1    ]    T»             1-1*       ¥      *            _     •  1 

Old  Republic  International 

2,088 

743 

496 

63.9 

63.9 

3 

330 

■ 

■ 

■ 

Old  Stone 

3,705 

339 

126 

21.9 

31.2 

1 

■ 

395 

482 

■ 

Olin 

1,598 

1,751 

853 

-165.4 

-39.3 

—a 

490 

219 

368 

260 

Owens-Corning  Fiberglas 

2,366 

3,305 

1,117 

131.2 

256.5 

25t 

367 

193 

280 

219 

Owens-Illinois 

3,306 

3,696 

1,587 

156.1 

337.5 

45| 

m 

365 

489 

409 

Paccar 

1,057 

1,893 

844 

72.9 

94.0 

364 

■ 

■ 

■ 

Pacific  First  Financial 

3,360 

332 

84 

-6.7 

-3.6 

1 

60 

68 

46 

19 

Pacific  Gas  &  Electric 

19,098 

8,431 

6,747 

1,030.8 

1,574.0 

29 

295 

130 

230 

221 

Pacific  Lighting 

4,133 

5,083 

1,950 

156.0 

347.4 

12 

■ 

471 

■ 

■ 

Pacific  Resources 

544 

1,364 

159 

21.5 

32.3 

Oi 

57 

67 

30 

24 

Pacific  Telesis  Group 

19,538 

8,499 

9,085 

929.1 

2,167.1 

74. 

242 

349 

213 

125 

PacifiCorp 

5,122 

1,983 

2,059 

248.5 

504.2 

9. 

79 

347 

■ 

■ 

Paine  Webber  Group 

16,470 

2,010 

721 

42.0 

58.6 

Hi 

471 

200 

405 

■ 

Pan  Am 

2,448 

3,484 

1,036 

48.8 

257.1 

25. 

250 

251 

257 

275 

Panhandle  Eastern 

5,026 

2,889 

1,701 

125.0 

339.7 

5. 

■ 

433 

389 

387 

Parker-Hannifin 

1,127 

1,520 

1,071 

80.1 

127.7 

22. 

■ 

463 

■ 

■ 

Payless  Cashways 

606 

1,388 

546 

38.1 

63.3 

12. 

410 

279 

214 

308 

Penn  Central 

2,874 

2,527 

2,045 

110.8 

238.9 

32. 

390 

■ 

■ 

■ 

Pennbancorp 

3,076 

211 

421 

20.0 

24.1 

1. 

117 

33 

91 

81 

JC  Penney 

10,522 

13,747 

4,  1  57 

397.2 

609.5 

178. 

179 

350 

205 

112 

Pennsylvania  Power  &  Light 

6,966 

1,977 

2,142 

290.6 

510.4 

8. 

368 

309 

164 

303 

Pennzoil 

3,300 

2,239 

2,643 

113.2 

449.1 

8. 

487 

■ 

■ 

■ 

Peoples  Bancorporation 

2,380 

255 

189 

14.3 

22.0 

2. 

■ 

420 

■ 

379 

Peoples  Energy 

1,440 

1,617 

639 

81.7 

126.4 

3. 

214 

73 

49 

47 

PepsiCo 

5,861 

8,057 

6,381 

543.7 

834.5 

150. 

■ 

485 

315 

390 

Perkin-Elmer 

1,269 

1,310 

1,375 

79.5 

125.7 

15. 

302 

■ 

■ 

■ 

Perpetual  American  Bank 

4,018 

461 

175 

19.7 

33.7 

1. 

■ 

■ 

365 

440 

Petrie  Stores 

933 

1,140 

1,121 

66.0 

104.2 

15. 

275 

182 

34 

40 

Pfizer 

4,463 

4,025 

8,295 

579.7 

709.2 

39. 

466 

■ 

■ 

■ 

PHH  Group 

2,490 

853 

611 

42.4 

50.3 

2. 

4 

12 

47 

44 

Phibro-Salomon 

88,601 

27,896 

6,447 

557.0 

582.0 

7. 

123 

243 

129 

51 

Philadelphia  Electric 

10,165 

3,014 

3,087 

525.3 

710.3 

10. 

72 

39 

20 

12 

Philip  Morris  Cos 

17,429 

12,149 

10,548 

1,255.0 

1,679.0 

75. 

86 

25 

151 

73 

Phillips  Petroleum 

14,045 

15,636 

2,754 

418.0 

1,462.0 

27. 

■ 

432 

■ 

438 

Piedmont  Aviation 

1,487 

1,527 

566 

66.7 

171.7 

14. 

313 

125 

158 

1  76 

Pillsbury 

3,848 

5,146 

2,668 

184  =i 

327.2 

86. 

■ 

a 

349 

■',  56 

Pioneer  Hi-Bred  International 

923 

821 

1,213 

99.5 

127.8 

3. 

■ 

378 

243 

226 

Pitney  Bowes 

1,763 

1,832 

1,832 

150.4 

254.0 

28. 

■ 

500 

a 

■ 

Pittston 

925 

1,251 

469 

0.3 

53.8 

13. 

62 

383 

264 

173 

PNC  Financial 

18,778 

1,790 

1,664 

187.8 

209.7 

8. 

■ 

491 

325 

■ 

Polaroid 

1,385 

1,295 

•1,339 

36.9 

y.3  8 

13. 

450 

■ 

418 

188 

Portland  General 

2,579 

827 

1,006 

175.9 

285.4 

3. 

397 

483 

270 

177 

Potomac  Electric  Power 

3,020 

1,316 

1,629 

1  83  6 

290.0 

5. 

298 

165 

136 

109 

PPG  Industries 

4,084 

4,346 

3,023 

302.7 

521.7 

37. 

■ 

■ 

477 

■ 

Premier  Industrial 

269 

434 

859 

39.3 

48.5 

3. 

■ 

328 

276 

■ 

Price  Co 

496 

2  107 

1,602 

50.6 

56  2 

4. 

■ 

373 

■ 

■ 

Primark 

1,557 

1,872 

471 

51.2 

112.8 

4. 

■ 

s 

406 

481 

Prime  Computer 

597 

770 

1,028 

57.8 

107.4 

7. 

94 

30 

13 

32 

Procter  &  Gamble 

12,745 

14,162 

11,701 

690.0 

1,097.0 

62. 

■  Not  on  500  list 
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"We  won't  give  you  quick  solutions, 
fe'll  give  you  the  best  solution  quickly." 


"Responsiveness  doesn't  mean  quick  an- 
swers. It  means  having  the  ability  to  analyze 
a  customer's  needs  and  problems,  and  then 
arrive  at  the      solution.  At  MetLife  Capital 
Credit  Corporation,  our  people  have  the  ex- 
perience to  look  at  a  problem  from  all  sides; 
to  handle  a  transaction  with  expertise  and 
speed.  That's  real  service." 

MetCredit's  responsiveness  and  financial 
strength  is  supported  by  three  decades  of  ex- 
perience in  providing  creative  financing.  We 
are  your  source  for  sound  financing  now,  and 
in  the  future.  Give  us  a  call;  we're  the  logical 
choice. 


Asset-Based  Financing 
Collateral  Valuations 
Debt  Placements 
Lease  Syndications 
Leveraged  Leasing 
Municipal  Financing 


National  Sales  Force 
Operating  Leases 
Portfolio  Acquisitions 
Remarketing  Services 
Tax  and  Nontax  Transactions 
Vendor  Programs 


The  Logical  Choice  In 
Financial  Services 


METLIFE  CAPITAL  CREDIT 
CORPORATION 

A  METROPOLITAN  LIFE  COMPANY 

Ten  Stamford  Forum,  P.O.  Box  601 
Stamford,  CT  06904  (203)  328-2844 


J.  Bradley  Crawford 

Vice  President!  Lease  Finance 


©  1985,  MetLife  Capital  Credit  Corporation. 
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—Where  they  rank:  1985— 
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Cash 

Ni 

Market 
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profits 

Company 

($mil) 

(Smil) 
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(| 

217 

408 

424 

Provident  Life  &  Accident 

^  ft  1 1 

J,o  I  z 

1 ,000 

OftA 

1  Z3  .U 

141  4 
1  <+ 1  .*+ 

74 

402 

■ 

■ 

PSFS 

17,153 

1,729 

355 

21.0 

90.4 

402 

397 

374 

309 

Public  Service  Co  of  Colorado 

2,995 

1,747 

1,106 

110.7 

225.1 

430 

■ 

290 

Public  Service  Co  of  Indiana 

2,721 

975 

390 

118.2 

204.1 

437 

■ 

223 

Public  Service  Co  of  New  Hampshire 

2,662 

520 

311 

154.7 

180.4 

400 

366 

Zo4 

Public  Service  Co  of  New  Mexico 

o,uiu 

740 
1 4y 

1  i  in 
1 , 1  zu 

1  4  A  2 
140. 0 

TOO  T 

zuy.z 

1 1  ft 
1  I  o 

159 

88 

46 

Public  Service  Electric  &  Gas 

10,487 

4,409 

4,165 

544.6 

874.5 

48 1 

452 

272 

Puget  Sound  Power  &  Light 

2,401 

714 

919 

125.9 

204.0 

■ 

199 

191 

209 

Quaker  Oats 

1,792 

3,517 

2,261 

163.4 

241.7 

■ 

454 

Questar 

1,005 

644 

567 

61.7 

1 18.3 

150 

m 

A  A1 

44Z 

Rainier  Bancorporation 

ft  2/1 0 

q  1  ft 

oyo 

OD.Z 

77  7 

if./ 

442 

1 13 

108 

92 

Ralston  Purina 

2,653 

5,617 

3,584 

347.9 

493.9 

 4 

■ 

384 

■ 

Raychem 

723 

724 

1,082 

37.3 

73.9 

357 

100 

89 

85 

Raytheon 

3,441 

6,409 

4,165 

375.9 

585.5 

188 

63 

65 

91 

RCA 

6,702 

8,972 

5,386 

369.1 

628.5 

■ 

399 

■ 

A^Q 

4zy 

Republic  Airlines 

1  T  ft  A 
1,280 

1 ,  /  o4 

2A  1 
OOl 

oy.z 

1 4  £  7 

14D.  / 

1 

82 

■ 

469 

283 

Republic  New  York 

15,324 

1  245 

879 

122.1 

132.8 

44 

330 

456 

245 

Republic  Bank 

23,206 

2,104 

908 

140.2 

180.1 

■ 

277 

500 

■ 

Revco  DS 

1,019 

2,546 

823 

28.1 

59.2 

2 

321 

■ 

■ 

■ 

Revlon  Group 

3,762 

445 

386 

-16.6 

-8.6 

i 

7C 

35 

40 

ZU 

RJ  Reynolds  Industries 

lo,yoU 

l,UUl.U 

1  a  cri  0 
l,4oU.U 

12 

337 

205 

■ 

■ 

Reynolds  Mf  tals 

3,647 

3,416 

822 

-297.5 

-132.8 

2 

228 

■ 

■ 

■ 

Riggs  National 

5,434 

471 

371 

31.0 

38.9 

428 

394 

448 

Rite  Aid 

756 

1,543 

1,067 

63.9 

93.8 

1 

425 

310 

397 

Roadway  Services 

1,000 

1,580 

1,388 

75.9 

157.6 

1 

■ 

■ 

4o0 

AH  KODins 

7H7 

/UO 

T  7£ 
Z/D 

A  1  A 

01 .4 

77  a 

■ 

■ 

314 

Rnrtipctpr  (  .1*.  &  F-  Iprf  rir 

1  850 

743 

670 

108.5 

1 72.5 

171 

42 

67 

39 

Rockwell  International 

7,261 

11,741 

5,342 

580.6 

1,080.6 

11 

338 

248 

244 

Rohm  &  Haas 

1,734 

2,051 

1,759 

141.2 

241.7 

1 

■ 

342 

486 

Rubbermaid 

483 

671 

1,248 

57.1 

87.4 

oZZ 

248 

279 

273 

Ryder  System 

3,741 

2,905 

1,596 

125.3 

450.5 

<i 
j 

261 

318 

283 

195 

Safeco 

4  764 

2  165 

1  560 

170.4 

170.4 

] 

257 

19 

194 

134 

Safeway  Stores 

4,841 

19,651 

2,244 

231.3 

564.7 

lr- 

■ 

479 

■ 

■ 

Sa£a 

446 

1,340 

339 

22.5 

56.0 

6 

183 

268 

277 

349 

St  Paul  Cos 

6,898 

2,672 

1,601 

94.2 

106.2 

1Q~7 
OOf 

398 

293 

157 

San  Diego  Gas  &  Electric 

3,086 

1,739 

1,507 

202.7 

335.2 

104 

98 

53 

61 

Tdllld  rc  iJUUlIlCIll  ralllH 

1 1  808 

6  438 

5  917 

469.6 

1  038  7 

5 

362 

72 

150 

144 

Sara  Lee 

3,365 

8,080 

2,756 

216.4 

351.4 

s 

457 

■ 

364 

302 

Scans 

2,544 

1,110 

1,123 

1 13.6 

223.1 

423 

359 

137 

170 

Schering-Plough 

2,773 

1,927 

3,007 

192.6 

256.7 

; 

1A  C 

238 

242 

161 

Scott  Paper 

3,517 

3,050 

1,838 

201.1 

374.4 

■ 

416 

■ 

Sea-Land 

1 ,700 

1  A  24 

■J4U 

14  2 

119  6 

10 

8 

9 

11 

Sears  Roebuck 

66  417 

40,715 

■  14,153 

1,303.3 

1,753.3 

46 

14 

116 

175 

101 

Security  Pacific 

53,503 

5,537 

2,440 

322.8 

413.7 

3 

■ 

280 

■ 

■ 

Service  Merchandise 

1,459 

2,526 

412 

10.7 

54.7 

2 

B 

■ 

466 

■ 

Shared  Medical  Systems 

252 

312 

883 

41.7 

60.6 

■ 

■ 

485 

Shawmut 

7,823 

721 

497 

57.3 

75.3 



■ 

315 

413 

4fil 

Sherwin*  Williams 

i,uao 

Z,  1  7  J 

1  ni  0 

1  ,U1  7 

74  6 

lf)2  7 

j 

■ 

8 

491 

■ 

Shoney's 

318 

562 

842 

38.8 

62.3 

1 

■ 

290 

■ 

376 

Singer 

1,392 

2,416 

729 

82.3 

150.0 

4 

327 

225 

58 

54 

SmithKline  Beckman 

3,733 

3,257 

5,846 

514.4 

647.8 

s 

■  Not  on  500  list. 
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You'll  find  Anacontp  products 
at  these  fine  locations. 


Granted,  Anacomp  isn't  exactly  on 
tip  of  the  tongues  of  corporate  America. 

But  for  many  FORTUNE  500  companies, 
nation's  largest  financial  institutions,  and 
usands  of  other  firms,  we're  a  valuable 
imodity. 

Because  we  support  so  many  vital 
rations.  With  products.  Service.  Ideas. 

Ask  all  the  banks  and  credit  unions 
d  use  our  software.  Covering  everything 
n  consumer  services  to  collection 
nagement. 


Or  talk  to  the  customers  who  keep  our 
micrographics  centers  going  24  hours  a 
day,  7  days  a  week.  (With  60  centers  nation- 
wide, no  one  has  more.) 

Or  check  with  the  companies  who 
track  their  purchasing  inventories  around 
the  world  with  Anacomp  software. 

They'll  all  tell  you  the  same  thing:  that 
Anacomp  is  an  important,  progressive, 
customer- oriented  company. 

By  helping  so  many  companies  succeed, 
we're  putting  ourselves  on  the  map,  too. 

anacomp 


better  in  so 


Corporate  America  once  fell 
in  love  with  South  Carolina  without 
really  knowing  why. 

Many  companies,  no  doubt, 
were  attracted  by  all  the  attributes 
indigenous  to  many  of  the  Sunbelt 
states  at  the  time. 

But  they  did  not  invest  nearly 
$15  billion  in  new  plants  solely  on  the 
basis  of  "cheap  labor,  cheap  taxes, 
and  cheap  country  club  dues!' 

Ironically,  the  executives  who 
moved  here  to  manage  those  plants 
have  become  our  biggest  boosters. 

Many,  in  fact,  nave  changed 
jobs  or  changed  careers,  to  avoid 
oeing  transferred  back  home. 

And  what  they  tell  us  is  that 
South  Carolina  simply  works  better 
than  most  other  places  in  America. 

There  are  quite  a  few  reasons, 
of  course.  But  chief  among  them  is 
the  fact  that  our  people  work  better. 

That's  no  surprise  when  you 
consider  that  our  grandparents  and 
great-grandparents,  in  most  cases, 
grew  up  on  a  farm. 

it's  just  a  matter  of  fact  that 


mply  wot 
lan  it  does  inothers. 


the  work  ethic  is  a  way  of  life  here, 
not  a  hollow  phrase  dreamed  up  by 
an  advertising  agency. 

As  a  result,  we  consistently 
have  the  highest  levels  of  worker 
productivity,  and  the  lowest  levels 
of  work  stoppages,  in  America. 

To  find  out  how  our  people 
can  make  your  business  work  better, 
write  T.  Mac  Holladay,  Director,  State 
Development  Board,  Suite  7001,  P.O. 
Box  927,  Columbia,  S.C.  29202,  or 
call  803-758-3145. 

You'll  find  there  are  a  great 
many  things  that  seem  to  work  better 
in  South  Carolina,  and  many  of  them 
have  nothing  to  do  with  business. 

And  that  may  help  to  explain 
why  so  many  people  come  to  live  in 
South  Carolina  and 
never  want  to  live 
anywhere  else. 

Ineresmoreto 
SouthCaidinathan 
making  aprofit. 
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The  classified  sky. 


only  aircraft 
t  solely  to  baffle 
my  radar  so 
5 ions  will  succeed. 


'  into  airspace  monitored  by 
le  radar  systems  and  you  be- 
;  a  vulnerable  blip  on  a  screen, 
t  not  if  in  the  sky  with  you  is 
ne  carrying  an  electronic 
termeasures  system  designed, 
rated,  programmed,  and  given 
s  by  Grumman, 
e  Grumman  system  bewilders 


hostile  radars,  keeps  your  precise 
position  a  mystery  until  it's  too  late. 

It's  aboard  the  Navy  and  Marine 
Corps  EA-6B  electronic  counter- 
measures  aircraft  and  the  Air  Force 
EF-111,  both  built  by  Grumman.  The 
only  aircraft  totally  dedicated  to 
jamming  enemy  radars. 

The  protective  edge  such  aircraft 
provide  is  one  reason  why  the  per- 
formance of  onboard  electronics  is 
as  important  as  the  performance  of 
the  aircraft.  It's  why  Grumman  air- 
craft typically  carry  twice  the  elec- 
tronics of  comparable  planes.  It's 
why  half  of  Grumman 's  engineers 


are  not  aeronautical  engineers,  but 
specialists  in  electronics. 

It's  why  Grumman  can  build  air- 
craft that  are  cost-effective.  Less 
subject  to  obsolescence.  More 
dependable.  And  able  to  perform 
missions  no  other  plane  can  handle. 


Only  GRUMMAN 


GRUMMAN 


'A  registered  trademark  of  Grumman  Corporation. 
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Can 
your 

copier 


t 


ISr 


man  Kodak  Company,  1986 


Unless  your  present  copier  is  from  Kodak,  you 
aren't  using  the  copier  rated  tops  in  the  industry 
in  Datapro's  latest  survey. 

And  that  means  you're  not 
yet  enjoying  the  Kodak  Ektaprint 
copier-duplicator's  advantages:  supe- 
rior reliability,  superior  copy  quality,  and 
superior  service. 

But  you  can  begin  to  remedy  that  by  calling  1 800 
44KODAK,  Ext  606,  to  arrange  for  a  demonstration. 
See  for  yourself  why  Datapro,  an  independent 
research  organization,  gave  Kodak  copiers  the  advantage  in 
overall  customer  satisfaction  five  years  in  a  row. 
To  read  the  survey  results  no  other  copier  can  duplicate, 
just  write:  Eastman  Kodak  Company, CP6 20 7, Rochester,  NY  14650. 


ECHNOLOGY  ALONE,  BUT  IN  THE  ABILITY  TO   MANAGE  IT. 


DIGITAL  DATA  TRANSPORT.  WISHFUL 
THINKING?  OR  AFFORDABLE  REALITY? 

THE  NEEDS  OF  BUSINESS  FOR 

~;  HERE 
S  TO 

/E  A 

THAT  HAS 
F  OUR 
ST 
IS  OF 
, AND ONE 
IANAGE 
SPORT  IS 
ANY 

IAKING 
S  THE 


FOR  YOU.™ 


-ELL  ATLANTIC  PROPERTIES, COMPUSHOP,  MAI  CANADA.  SORBUS.  TELECOMMUNICATIONS  SPECIALISTS,  INC.,  AND  TRICONTINENTAL  LEASING. 
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34.7 

100.7 

— i 

— 

465 

■ 

Valley  Federal  Savings  &  Loan  Assn 

2,500 

316 

52 

10.4 

15.3 

126 

■ 

394 

Valley  National 

9,931 

1,022 

695 

77.0 

98.5 

7. 

■ 

445 

272 

248 

VF 

860 

1,481 

1,613 

139.4 

189  5 

32.: 

■ 

363 

■ 

Viacom  International 

1,596 

444 

1,124 

37.0 

85.0 

4 .j 

■ 

409 

417 

Vulcan  Materials 

819 

972 

1,027 

71  3 

139.9 

6 ; 

385 

66 

31 

99 

Wal-Mart  Stores 

3,104 

8,581 

8,958 

327.5 

417.2 

93.C 

■ 

389 

■ 

■ 

Waldbaum 

362 

1,764 

151 

17.1 

43.1 

7.C 

■ 

223 

255 

344 

Walgreen 

1,109 

3,265 

1,729 

95.8 

132.1 

36( 

449 

289 

149 

■ 

Wang  Laboratories 

2,591 

2,428 

2,756 

-63.3 

137.3 

31.i 

■ 

310 

184 

168 

Warner  Communications 

2,286 

2,235 

2,306 

195.3 

219.0 

g.( 

492 

229 

107 

■ 

Warner-Lambert 

2,358 

3,200 

3,597 

-3  1  5  6 

-222.8 

40.C 

286 

■ 

■ 

■ 

Washington  Mutual  Savings  Bank 

4,238 

443 

114 

19  6 

24  6 

1  2 

351 

■ 

■ 

■ 

Washington  National 

3,474 

762 

285 

28.3 

32.9 

S.t 

■ 

■ 

291 

299 

Washington  Post 

885 

1,079 

1,523 

114.3 

154.8 

6i 

■ 

■ 

■ 

383 

Washington  Water  Power 

1,383 

459 

543 

81.4 

113.8 

l.i 

■ 

418 

105 

193 

Waste  Management 

2,261 

1,625 

3,624 

171.6 

323.4 

20.C 

■ 

■ 

339 

467 

Weis  Markets 

428 

1,017 

1,253 

60.1 

75.6 

11./ 

31 

212 

324 

172 

Wells  Fargo 

29,429 

3,362 

1,340 

190  0 

254  H 

14./ 

■ 

■ 

333 

396 

Wendy's  International 

811 

1,100 

1,277 

76.2 

124.7 

46.5 

■ 

486 

■ 

■ 

Western  Air  Lines 

952 

1,307 

309 

35.4 

92.8 

10.2 

394 

■ 

■ 

■ 

Western  Capital  Investment 

3,029 

371 

143 

17.7 

24.7 

l.$ 

259 

■ 

■ 

■ 

Western  Savings  &  Loan  Assn 

4,807 

491 

151 

$6  7 

44.1 

l.£ 

132 

47 

45 

36 

Westinghouse  Electric 

9,682 

10,700 

6,844 

605.3 

1,054.3 

124.S 

■ 

404 

347 

328 

Westvaco 

1,939 

1,709 

1,221 

102.2 

227.8 

15.C 

■ 

218 

■ 

■ 

Wetterau 

638 

3,329 

481 

31.2 

53.2 

9.5 

212 

121 

94 

163 

Weyerhaeuser 

6,005 

5,206 

3,995 

200.1 

550.3 

36.J 

■ 

201 

245 

178 

Whirlpool 

1,760 

3,474 

1,810 

182.3 

269.3 

23.1 

■ 

353 

■ 

■ 

White  Consolidated  Industries 

1,140 

1,946 

550 

34  1 

69.0 

16.C 

462 

■ 

■ 

■ 

Whitney  Holding 

2,510 

246 

310 

32.2 

61.2 

0.! 

404 

258 

■ 

■ 

Wickes  Cos 

2,957 

2,806 

457 

40.6 

93.5 

50.C 

■ 

■ 

■ 

465 

Willamette  Industries 

918 

1,152 

785 

60.2 

124.7 

8.2 

282 

232 

411 

■ 

Williams  Cos 

4,337 

3,140 

1,021 

31.6 

195.7 

S.i 

495 

■ 

■ 

■ 

Wilmington  Trust 

2,328 

227 

329 

27.0 

31.6 

Li 

■ 

443 

■ 

■ 

Wilson  Foods 

225 

1,487 

34 

-38.2 

-29.6 

5.5 

■ 

74 

281 

317 

Winn-Dixie  Stores 

1,236 

8,049 

1,570 

107.8 

274.9 

71." 

455 

450 

328 

200 

Wisconsin  Electric  Power 

2,549 

1,441 

1  323 

167.5 

294.5 

6.2 

£ 

■ 

■ 

459 

Wisconsin  Power  &  Light 

1,111 

589 

534 

60.7 

130.5 

2.5 

■ 

■ 

■ 

484 

Wisconsin  Public  Service 

966 

639 

454 

57.4 

123.4 

1A 

a 

448 

■ 

488 

Witco 

810 

1,449 

591 

56.8 

108.3 

8.3 

459 

233 

1  Of 

rw  wooiwortn 

L,  DOD 

l,yzl 

i  77  n 

zoo.U 

1  1  fl  1 

1 10. 1 

73 

61 

60 

Xerox  # 

1 7, 1 63 

1 1  526 

5  763 

475  3 

1,324.2 

1  Lli 

■ 

499 

494 

Yellow  Freight  System 

748 

1,530 

828 

55.5 

135.8 

2U 

9 

252 

347 

Zayre 

1  ,JOZ 

4,UoO 

1  ,  f  <DO 

OA  A 

1  AC\  A 

JZ.J 

D 

419 

■ 

■ 

Zenith  Electronics 

927 

1,624 

474 

-7.7 

29.0 

31.0 

378 

a 

a 

a 

Zions  Utah  Bancorporation 

3,181 

275 

254 

28.2 

32.4 

1.7 

■  Not  on  500  list.  T 

igures  include  unconsolidated  subsidiaries. 
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Move  InTheHighrBusiness  Circle. 

At  the  heart  of  New  York  City,  there's  an  inner  circle.  A  special  place,  where  for  more  than  half  a  century,  the  most 
important  names  in  business  have  chosen  to  reside.  Here,  at  Rockefeller  Center,  you'll  find  office  space  that  provides  much 
more  than  just  four  walls  and  a  door.  You'll  find  a  sophisticated,  contemporary  business  environment.  Call  212-698-8800.  Or 
write  Rockefeller  Center  Management  Corporation,  A  Rockefeller  Group  Company,  1230  Avenue  of  the  Americas, 
New  York,  NY  10020-1579.  Rockefeller  Center.  The  right  choice  in  off  ice  space,  all  the  way  around. 

d) 

ROCKEFELLER 
CENTER 


A  Special  Place  InThe  HcarrC  X  Newark . 


©  Rockefeller  Group.  Inc.  1986 


The  Forbes  500s  on  Wall  Street 


Here  are  12 -month  and  5-year  stock 
performance  numbers  as  well  as  key 
ratios  for  the  798 firms  that  qualified 
for  one  or  more  of  the  500s  lists. 


Investors  are  so  bullish  that  Wall  Street  is  starting  to 
smell  like  a  feedlot.  The  Dow  is  up  more  than  520 
points  over  the  last  52  weeks.  Share  prices  of  the  798 
Forbes  500s  companies  are  up  an  average  of  41%  over  the 
same  span.  Investors  keep  wondering  whether  the  rally 
has  run  its  course.  Alas,  our  tables  cannot,  by  themselves, 
tell  you  to  buy,  hold  or  sell.  But  the  27  key  data  listed  for 
each  stock  provide  a  good  starting  point  for  comparisons — 
assuming  you  do  stay  in  the  market. 

Take  Allied  Stores,  a  New  York  City-based  department 
store  chain  (Brooks  Brothers,  Joske's,  et  al.)  with  665 
outlets.  Allied  has  a  fiscal  year  ending  in  January.  Its 
results  through  January  1986  are  reported  below  as  its 
fiscal  year  1985.  The  Forbes  rule:  Any  fiscal  year  ending 
between  June  1985  and  May  1986  is  treated  as  fiscal  1985, 
no  matter  how  designated  by  the  company.  If  fiscal  1985 
per-share  earnings  are  not  available,  an  estimate  is  used 
and  so  noted. 

Allied's  five-year  price  range  through  Mar.  21,  1986  is 
adjusted  for  stock  splits  and  rounded  to  the  nearest  full 
point.  There  was  a  2-for-l  split  earlier  this  month,  so  the 
five-year  high  of  76V2,  for  example,  which  was  hit  in 


March,  was  divided  by  2  and  reported  as  38. 

The  "recent"  figure  is  Allied's  closing  price  on  Mar.  21, 
1986.  The  12-month  performance  shows  the  percentage 
gain  or  loss  in  the  stock  price  since  Mar.  22,  1985.  Allied 
rose  28%.  The  relative  performance  compares  Allied  with 
the  overall  market.  Here's  how  it's  done:  First  we  take  a 
hypothetical  $100  investment  in  Allied  (ignoring  the  com- 
mission) and  calculate  that  with  a  28%  gain  it  would  grow 
to  $128  in  12  months.  Next  we  compare  this  with  the 
result  of  a  $100  investment  in  the  average  stock  (using  a 
weighted  index  from  William  O'Neil  &.  Co.,  a  Los  Angeles 
publisher  of  stock  charts  and  Investor's  Daily).  The  average 
stock  would  have  turned  a  $100  investment  into  $136.  The 
relative  performance  of  Allied  to  the  market,  94,  is  the 
ratio  of  the  two  performances,  multipled  by  100. 

The  price/earnings  ratio  for  the  latest  12  months  is  the 
ratio  of  the  recent  price  to  the  earnings  per  share  (EPS)  over 
the  last  four  quarters  for  which  results  have  been  reported. 
Allied's  P/E  is  10.  Its  P/E  for  1986  is  calculated  similarly 
but  uses  an  estimate  from  security  analysts. 

Price/earnings  ratios  are  basic  to  the  appraisal  of  stocks. 
A  valuable  supplemental  ratio  is  the  price-to-sales  ratio,  or 


Stock  performance 

— Stock  price  ratios — 

-Stock  price— 

— latest  12  months — 

 price/earnings- 

Ticker 

5-year 

12-month 

price 

relative  to 

5-year 

latest 

1986 

P 

Company/fiscal  year-end 

Symbol 

Exch 

high-low 

high-low 

recent 

change 

market 

high-low 

12  months 

est 

s 

Abbott  Laboratories/Dec 

ABT 

n 

81-24 

81-50 

78% 

51% 

110 

19-11 

20.3 

17.6 

. 

Advanced  Micro/Mar 

AMD 

n 

41-  5 

34-22 

29V4 

-in 

66 

NM-11 

NM 

42.5 

: 

Aetna  Life  &  Cas/Dec 

AET 

n 

66-27 

66-39 

63V4 

56 

114 

37-  6 

19.4 

11.7 

Affiliated  Bshs  Colo/Dec 

AFBK 

o 

20-  9 

18-14 

17'/2 

22 

89 

is-  5 

18.6 

9.9 

c 

HF  Ahmanson'Dec 

AHM 

n 

68-  8 

68-29 

59'/2 

83 

134 

NM-  4 

7.5 

6.5 

c 

Air  Prods  &  Chems/Sep 

APD 

n 

83-24 

83^17 

81 

67 

122 

15-  4 

16.6 

14.9 

Albertson's/fan 

ABS 

n 

38-12 

38-27 

37'  , 

27 

93 

15-  8 

14.7 

13.5 

c 

Alco  Standard/Sep 

ASN 

n 

45-17 

45-32 

44% 

31 

95 

17-  6 

19.9 

13.8 

c 

Alexander  &  Alexander/Dec 

AAL 

n 

38-17 

38-26 

37 

18 

86 

NM-  8 

NM 

15.9 

1 

Alexander  &  Baldwin/Dec 

ALEX 

o 

52-10 

52-33 

50 

30 

95 

11-  5 

11.1 

10.2 

1 

Alleghany/Dec 

Y 

n 

101-29 

101-74 

100% 

32 

97 

33-  5 

7.7 

NA 

Allegheny  Beverage/Mar 

ABEV 

0 

31-  4 

31-15 

271.4 

36 

99 

NM-  3 

2.7 

10.5 

Allegheny  Intl/Dec 

AG 

n 

55-16 

29-17 

23% 

-11 

65 

NM-  4 

NM 

16.6 

c 

Allegheny  Power/Dec 

AYP 

n 

39-14 

39-28 

38 

24 

91 

10-  5 

10.6 

10.1 

1 

•Range  is  for  less  than  period  indicated.    NA:  not  available  or  not  applicable.    NM:  not  meaningful    E:  estimate.    Stock  prices  as  of  Mar.  21,  1986 
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L,  which  compares  the  recent  stock  price  with  latest  12- 
nth  sales  per  share.  Allied  has  a  fairly  low  PSR,  0.42, 
ut  normal  for  a  retailer.  Other  retailers,  such  as  J.C. 
ney  and  Sears,  have  similar  PSRs.  In  contrast,  IBM  has 
>R  of  1.83.  Why  the  difference?  IBM's  net  profit  margin 
3.1%,  while  retailers  tend  to  have  low  profit  margins, 
ed's  net  profit  margin  of  3.9%  means  that  the  company 
is  each  dollar  of  sales  into  less  than  4  cents  of  profit, 
he  highest  PSRs  go  to  companies  that  have  lucrative 
inesses  (like  Telerate,  which  sells  financial  informa- 
i)  or  that  are  thought  to  be  on  the  verge  of  having 
rative  businesses  (like  Genentech,  which  uses  gene- 
cing  to  make  drugs). 

he  table  lists  three  per-share  earnings  figures:  the  latest 
nonths,  the  1985  result,  and  the  1986  average  estimate 
n  various  Wall  Street  analysts.  The  table  shows  that 

analysts  expect  Allied  to  earn  $3.75  in  1986.  This 
:cast  is  an  average  from  22  analysts.  The  next  column  is 

confidence  factor  on  Allied's  1986  estimate.  The 
idi"  means  that  there  was  fairly  good  agreement  among 

analysts  who  contributed  estimates.  Contrast  this 
h  Amax,  which  showed  "very  low"  harmony  among 


the  15  analysts  willing  to  make  a  guess  about  this  compa- 
ny. Not  surprising.  A  mining  company  is  much  less  pre- 
dictable than  a  retailer. 

The  indicated  dividend,  $1.16  for  Allied,  is  the  most 
recent  quarterly  dividend  times  4.  Forbes  includes  special 
dividends  if  they  are  paid  at  least  two  years  in  a  row.  The 
payout  rate  compares  the  indicated  dividend  with  the 
trailing  12-month  earnings.  The  dividend  growth  rate 
shows  the  five-year  trend  in  annual  dividend  increases. 

The  n  says  that  Allied  is  traded  on  the  New  York  Stock 
Exchange;  a  is  American  Stock  Exchange;  o,  over-the- 
counter. 

The  number  of  shares  outstanding  is  as  of  Dec.  31,  1985, 
adjusted  for  any  splits  since  then.  The  same  figure  is  used 
to  compute  the  market  value  in  the  tables  beginning  on 
page  150. 

The  stock  market  performance  data  come  from  William 
O'Neil  &.  Co.  The  estimates  are  provided  by  the  Institu- 
tional Brokers  Estimate  System,  a  service  of  New  York 
City  brokerage  firm  Lynch,  Jones  &  Ryan.  Earnings  and 
other  fundamental  data  are  from  annual  reports,  Forbes 
questionnaires  and  telephone  calls. 


-Earnings- 


-Dividends- 


— Shares  outstanding- 


net 

latest 

estimated 

%  change 

number 

confidence 

5-year 

common 

%  held 

>rofit 

12  months 

1985 

1986 

'86  vs  '85 

of 

factor  on 

indicated 

payout 

growth 

stock 

by 

largin 

EPS 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

ratio 

rate 

(mil) 

institutions 

13.8% 

$3.88 

$3.88 

$4.47 

15% 

36 

very  high 

$1.40 

36% 

18% 

119.6 

48% 

0.1 

0.01 

-0.55E 

-0.56 

NM 

32 

very  low 

0.00 

0 

NA 

55.5 

54 

2.0 

3.28 

3.28 

5.43 

66 

26 

low 

2.64 

80 

3 

110  4 

62 

3.6 

0.94 

0.94 

1.77 

88 

7 

average 

0.80 

85 

7 

9.8 

48 

7.3 

7.89 

7.89 

9.10 

15 

17 

average 

1.38 

17 

8 

28.1 

85 

7.8 

4.87 

4.75 

5.45 

15 

23 

high 

1.60 

33 

14 

29.5 

67 

1.7 

2.57 

2.57 

2.80 

9 

15 

high 

0.84 

33 

15 

33.2 

40 

1.3 

2.25 

2.32 

3  26 

41 

10 

average 

1.24 

55 

4 

21.4 

36 

NM 

-0.19 

-0.19 

2.33 

NM 

17 

average 

1.00 

NM 

-18 

39.9 

50 

17.5 

4.50 

4.50 

4.91 

9 

5 

high 

1.80 

40 

14 

18.6 

35 

28.0 

13.05 

13.05 

NA 

NA 

NA 

NA 

0.00 

0 

NA 

6.6 

34 

7.3 

9.97 

2.22E 

2.59 

17 

3 

average 

0.40 

4 

13 

6.3 

25 

NM 

-13.08 

-13.08 

1.44 

NM 

4 

very  low 

0.00 

0 

NA 

10.8 

38 

9.7 

3.59 

3.59 

3.77 

5 

25 

very  high 

2.70 

75 

7 

50.3 

33 

G65;  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBKS),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  Isys  Corp ;  Forbes 
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Stock  per 

ormance 

— Stock  price  ratios — 

-Stock  price— 

--latest  12  months — 

Ticker 

5-year 

12-month 

price      relative  to 

5-year  latest 

1986 

v_uropany i  uwi«j  ycdi  ciiu 

symbol 

Exch 

high-low 

high-low 

recent 

change 

high-low 

1  9  miinths 

■  *~    III  <f  1!  Ill  ^ 

est 

S3 

Allied  Bancshares  Dec 

ALBN 

0 

Zo—  lo 

ZO— ID 

IO/8 

—30% 

51 

1 1 
lo— 

O 

5.7 

0  ' 

Allied*  Signal  /Dec 

ALD 

55-19 

55-36 

51% 

39 

101 

iNm- 

4 

NM 

12.6 

0 

."\illCU    JlUICS  1-1. 

ALS 

n 

38-11 

38-25 

37Vt 

28 

OA 

94 

I  1 

I I  — 

5 

10.0 

99 

0.^ 

A  llf  pl/TV»r 

AT 

n 

35-14 

35-26 

52"  - 

25 

0 1 
91 

1  n 

0 

10.0 

9.6 

1.1 

AA 

n 

49-22 

46-30 

42Vs 

25 

91 

NM- 

NM 

13.8 

n 

A  M  A  Y/TW- 

AMX 

n 

69-1 1 

19-11 

153/s 

—12 

64 

NM- 

g 

NM 

NM 

0.' 

Amerada  Hess/T)ec 

AHC 

n 

Jo-  Id 

o4— iy 

")f\J/D 

Zl>/s 

—34 

48 

XT  \M 

NM 

10.2 

0. 

American  Brands/Dec 

AMB 

87-34 

87-53 

84 

21 

89 

1U— 

5 

1 1.4 

10  - 

0 

Ampriran  r'an/Dpr 

.TVX1J  CI  luSll   V  all  t-'^^ 

AC 

n 

80-26 

80-51 

76V9 

45 

106 

NM— 

7 

15.1 

12.9 

0.' 

A mpriran  r~fintinpnfai/Opr 

.TJllCIKillJ    V,Ullllllvlllal    1  -  ^  >_ 

AMCC 

o 

15-  5 

15-  6 

123/8 

90 

139 

lo— 

0 

4.6 

NA 

0.1 

American  C  van  am  id 1  Dec 

ACY 

n 

72-24 

72^8 

70'/4 

39 

102 

22- 

g 

26.2 

17.1 

0.! 

A  mpriran  F 1  pptrir/Opf* 

AEP 

n 

28-15 

28-20 

26 '-4 

23 

90 

1 1- 

5 

10.3 

9.5 

1  1 

American  Express/Dec 

AXP 

n 

'U— lo 

/U— 4U 

ODvS 

58 

1 15 

1 0 

ly— 

6 

18.5 

14.2 

1.. 

American  Family/Dec 

APL 

31-  3 

31-13 

29 

117 

158 

17- 

6 

21.3 

16  1 

1.1 

American  Fletcher  Dec 

APLT 

o 

38-  7 

38-21 

35  Vi 

67 

122 

10- 

4 

9.2 

9.5 

0.! 

American  General  Dec 

AGC 

43-11 

43-27 

Wh 

47 

107 

11- 

4 

12.0 

11.9 

O.i 

American  Greetings/Feb 

AGREA 

o 

38-  6 

37-27 

35% 

6 

78 

18- 

4 

15.2 

13.5 

1. 

American  Home  Prods/Dec 

AHP 

80-28 

80-55 

76 

23 

90 

15- 

9 

16  2 

:-  - 

2.. 

American  Info  Tech/Dec 

AIT 

n 

122—62' 

122—82 

120 

47 

107 

11- 

7» 

10.9 

10.2 

1  ^ 

Ampr-ir*an  Tn*l  CL  mil     /  1^  r 
AVlll C 1 1  L-ctll  111  11  uiUlip  UCt 

AIG 

141-42 

141—70 

1331/4 

83 

134 

25- 

8 

24.2 

16.1 

1  • 

American  Aledical/Aug 

AMI 

37-14 

29-16 

21': 

—11 

65 

24- 

9 

12.2 

12.2 

0.' 

American  Alotors,  Dec 

AMO 

11-2 

5-  2 

4'/4 

26 

92 

NM-NM 

NM 

-7.9 

0 

-American  ^»atl  Ins/Dec 

AN  AT 

o 

39-12 

39-32 

38% 

12 

81 

12- 

5 

7.5 

10.0 

. 

Ajnerican  Petrofina  Dec 

APIA 

65-38 

61-38 

44 'A 

—ZD 

54 

19- 

5 

NM 

-0.5 

0.: 

American  b&L  rla/bep 

AAA 

n 

26—  4 

14—  5 

1  lVs 

79 

131 

NM- 

4 

NM 

7.8 

u. 

American  Savings/Dec 

ARMY 

0 

zo — lO 

TCI  3» 

ZD^IO 

22  Vs 

72* 

145' 

NA-NA 

NA 

» 

n  I 

American  Security/Dec 

ASEC 

37-12 

37-20 

34 

70 

124 

52- 

5 

15.7 

::  - 

1.1 

American  Standard  Dec 

AST 

47-17 

47-27 

45 

49 

109 

NM- 

6 

NM 

13.1 

0.1 

American  Stores/Jan 

ASC 

68-  7 

68-4.9 

60 

12 

82 

14- 

5 

14.6 

11.4 

0. 

American  Tel  &•  Tel/Dec 

ji 

25-15" 

25—20 

22% 

z 
0 

77 

19- 

12- 

1  A  A 
1O.0 

13.9 

0.' 

Am  e  ri  T  rust/Dec 

AMTR 

o 

45—13 

45-30 

45  Vs 

52 

111 

11- 

4 

10.5 

10.2 

0.1 

D 

zy—  o 

TO    1  C 

zy— 19 

Li  1% 

55 

113 

24- 

6 

22.8 

16.3 

n  t 

U.I 

Amfac/Dec 

AMA 

31-17 

30-22 

28'  1 

11 

81 

NM- 

4 

26.4 

15.6 

0. 

Amoco/Dec 

AN 

74-33 

70-53 

60 

0 

73 

12- 

5 

8.1 

9.2 

0.; 

AMP  Dec 

AMP 

43-15 

43-28 

407/8 

27 

93 

38-12 

40.9 

2-  2 

: 

AMR,  Dec 

AMR 

54—  9 

54_38 

515/8 

ZO 

yz 

NM- 

4 

Q  7 

9.2 

O.f 

AmSouth  Bancorp/Dec 

ASO 

n 

36-  8 

36-18 

31Vs 

71 

124 

9- 

4 

11.2 

10.1 

(J 

A nal a<7  r^pvip*^c/f~W*f 

Q 

Ol  —  3 

Ol—lo 

ZO'^ 

37 

100 

56-15 

37.0 

28.8 

z.< 

Anderson,  Clayton/Juii 

AYL 

61-20 

61-36 

53  Vi 

34 

98 

37- 

4 

32.8 

16.5 

Anheuser-Busch  Cos/Dec 

BUD 

49—1 1 

49—26 

47  Vi 

78 

130 

16- 

7 

16.7 

14.8 

o.< 

Apple  Computer/Sep 

AAPL 

63—1 1 

30—14 

27>i 

26 

92 

57- 

10 

24.0 

1-1.2 

0.5 

Archer  Daniels/Tun 

ADM 

30-10 

30-19 

28% 

42 

104 

19- 

5 

14.3 

12.3 

O.f 

Arizona  BancWest/Dec 

AZBW 

0 

42-  9 

42-24 

42  Vs 

70 

124 

16- 

5 

15.5 

13.9 

1J 

ATM  J  L*eC 

ALG 

n 

30-13 

24—16 

I8V4 

-15 

62 

32- 

7 

15.5 

1  Z.f 

0.! 

Arm  co  /Dec 

AS 

D 

42-  7 

12-  7 

11 

28 

93 

NM- 

5 

NM 

11.0 

O.i 

Armstrong  World  Inds/Dec 

ACK 

n 

60-13 

60-31 

59"r 

85 

135 

37- 

6 

U  5 

13.2 

: 

Ashland  Oil/Sep 

ASH 

n 

47-21 

47-29 

46~' 

60 

117 

NM- 

4 

g  a 

9.8 

: 

Associated  Dry  Goods/Jan 

DG 

n 

46-12 

46-28 

13  - 

50 

109 

15- 

6 

M  - 

12.3 

0.= 

Atlantic  City  Elec/Dec 

ATE 

n 

36-15 

36-24 

35% 

44 

105 

10- 

5 

11.9 

11.2 

i.i 

•Range  is  for  less  than  period  indicated.    NA  not  available  or  not  applicable    NM.  not  meaningful.    E:  esumate.    Stock  prices  as  of  Mar.  21.  1986 


FORBES,  APRIL  28,  1 


Earnings    Dividends   — Shares  outstanding — 


net 

profit 

largin 

latest 
12  months 
EPS 

1985 
EPS 

estimated 
1986 
EPS 

%  change 
'86  vs  '85 
EPS 

number 
of 

analysts 

confidence 
estimate 

■  iw!  w  j t t>fl 

1 UU  ICdLCU 

rate 

ratio 

5-year 

grow  in 
rate 

common 
(mil) 

%  held 

hv 

Dy 

institutions 

11.3% 

$2.95 

$2.95 

$2.85 

-3% 

15 

low 

$0.84 

28% 

17% 

41.4 

26% 

NM 

-3.28 

-3.28 

4.11 

NM 

21 

high 

1.80 

NM 

3 

175.2 

48 

3.9 

3.70 

3.70 

3.75 

1 

22 

high 

1.16 

31 

4 

45.8 

65 

10.4 

3.30 

3.30 

3.44 

4 

21 

very  high 

1.96 

59 

4 

20.8 

23 

NM 

-0.23 

-0.23 

3.10 

NM 

23 

low 

1.20 

NM 

-10 

81.4 

68 

NM 

-9.35 

-9.35 

-0.75 

NM 

15 

very  low 

0.00 

0 

NA 

68.5 

24 

NM 

-3.08 

-3.08 

2.00 

NM 

26 

very  low 

0.00 

0 

NA 

83.0 

51 

7.5 

7.34 

7.34 

8.09 

10 

21 

high 

4.05 

55 

6 

54.8 

33 

3.6 

5.06 

5.06 

5.92 

17 

10 

average 

2.90 

57 

0 

26.9 

42 

6.6 

2.71 

2.71 

NA 

NA 

NA 

NA 

0.00 

0 

NA 

12.2 

16 

3.7 

2.68 

2.68 

4.10 

53 

25 

average 

1.90 

71 

5 

46.9 

65 

10.0 

2.54 

2.54 

2.77 

9 

24 

high 

2.26 

89 

1 

193.5 

25 

6.8 

3.55 

3.55 

4.63 

30 

25 

average 

1.36 

38 

7 

222.1 

64 

5.7 

1.36 

1.36 

1.80 

32 

10 

very  high 

0.40 

29 

9 

40.0 

23 

10.1 

3.83 

3.83 

3.70 

-3 

7 

very  high 

0.80 

21 

5 

9.5 

38 

8.9 

3. S3 

3.53 

3.57 

1 

19 

average 

1.12 

32 

11 

87.2 

48 

7.7 

2.35 

2.31E 

2.64 

14 

12 

very  high 

0.66 

28 

25 

32.1 

60 

15.3 

4.70 

4.70 

5.13 

9 

34 

very  high 

3.10 

66 

11 

150.9 

54 

11.9 

11.02 

11.02 

11.76 

7 

35 

very  high 

6.60 

60 

NA 

97.4 

34 

7.3 

5.51 

5.51 

8.28 

50 

24 

average 

0.44 

8 

10 

.76.7 

44 

6.3 

1.76 

1.94 

1.76 

-9 

35 

low 

0.72 

41 

20 

86.7 

52 

NM 

-1.24 

-1.24 

-0.54 

NM 

9 

very  low 

0.00 

0 

NA 

110.1 

9 

18.7 

5.10 

5.10 

3.85 

-25 

4 

high 

1.20 

24 

13 

29.0 

18 

NM 

-0.85 

-0.85 

NA 

NA 

NA 

NA 

0.00 

0 

NA 

12.0 

6 

NM 

-5.96 

-7.03 

1.50 

NM 

2 

NM 

0.00 

0 

NA 

5.3 

23 

3.8 

NA 

NA 

1.50 

NM 

2 

NM 

0.00 

0 

NA 

6.0 

15 

6.7 

2.17 

2.17 

2.63 

21 

7 

average 

1.02 

47 

6 

11.8 

21 

0.8 

0  56 

0  56 

3.43 

513 

13 

average 

1.60 

286 

-9 

39.3 

59 

U 

4.11 

4.11 

5.27 

28 

15 

average 

0.84 

20 

29 

31.4 

68 

4.5 

1.37 

1.37 

1.64 

20 

40 

average 

1.20 

88 

NA 

1,069.4 

11 

8.5 

4.30 

4.30 

4.42 

3 

12 

very  high 

1.60 

37 

4 

18.7 

43 

2.7 

1.19 

1.19 

1.66 

39 

11 

high 

0.10 

8 

13 

37.6 

62 

0.7 

1.09 

1.09 

1.84 

69 

9 

low 

0.00 

0 

NA 

15.8 

57 

7.3 

7  42 

7.42 

6.51 

-12 

35 

low 

3.30 

44 

5 

258.7 

36 

6.6 

1.00 

1.00 

1.56 

56 

25 

average 

0.72 

72 

16 

108.0 

76 

5.6 

5.94 

5.94 

5.63 

-5 

26 

low 

0.00 

0 

NA 

59.2 

83 

10.0 

2.77 

2.77 

3.07 

11 

9 

very  high 

1.04 

38 

10 

19.4 

29 

8.2 

0.77 

0.87 

0.99 

14 

15 

average 

0.00 

0 

NA 

32.2 

50 

1.0 

1.63 

1.24 

3.24 

161 

5 

average 

0.00 

0 

NA 

12.1 

22 

6.3 

2.84 

2.84 

3.21 

13 

22 

very  high 

0.80 

28 

18 

138.5 

57 

4.1 

1.15 

0.99 

1.95 

97 

25 

low 

0.00 

0 

NA 

62.3 

29 

3.9 

1.97 

1.62 

2.29 

41 

14 

average 

0.14 

7 

4 

102.5 

58 

7.7 

2.72 

2.72 

3.02 

11 

3 

very  high 

0.80 

29 

6 

10.7 

25 

6.0 

1.18 

1.18 

1.47 

25 

19 

low 

1.08 

92 

13 

50.3 

34 

0.1 

-0.17 

-0.17 

1.00 

NM 

13 

very  low 

0.00 

0 

NA 

68.0 

38 

6.0 

4.20 

4.20 

4.54 

8 

14 

high 

1.30 

31 

4 

24.0 

72 

2.2 

4.89 

4.12 

4.78 

16 

17 

low 

1.60 

33 

-12 

28.5 

48 

2.7 

3.00 

3.00 

3.52 

17 

22 

very  high 

1.40 

47 

10 

34.8 

81 

10.4 

3.00 

3.00 

3.18 

6 

14 

high 

2.58 

86 

6 

18.3 

10 

Sources  William  O'Neil  &  Co..  The  Institutional  Broken  Estimate  System  1 1  HI'S),  a  serf  ice  of  lynch.  Jones  &  Ryan  via  Micro/ Scan  from  Isys  Corp .  Forbes 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratios- 
Stock  price                  . — latest  12  months —   price/earnings  


Company/fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high-low 

12-month 
high-low 

recent 

price 
change 

relative  to 
market 

5-year 
high-low 

latest 
12  months 

1986 
est 

P 

Atlantic  Richfield  I  tec 

ARC 

n 

68-32 

68-48 

52% 

8% 

79 

24- 

5 

NM 

8.7 

a 

Automatic  Data  Proc/Jun 

AUD 

n 

71-21 

71-42 

65'/4 

54 

1 12 

24-12 

24.8 

22.4 

2 

Avnet/[un 

AVT 

n 

50-17 

40-27 

36  Vi 

15 

84 

42- 

9 

41.5 

31.7 

0 

Avon  Products/Dec 

AVP 

n 

42-18 

33-18 

32 

56 

1 14 

15- 

6 

NM 

14.4 

u 

AZP  Group/Dec 

AZP 

n 

30-15 

30-21 

29 '/n 

30 

95 

8- 

4 

7.5 

7.7 

1 

Baker  International/Sep 

BKO 

n 

47-13 

19-13 

13  % 

-20 

58 

NM- 

5 

10.9 

17.1 

(J 

Bally  Manufacturing/Dec 

BLY 

n 

32-1 1 

20-14 

19% 

36 

99 

NM- 

7 

20.4 

13.3 

a 

Baltimore  Gas  &  Elec/Dec 

BGE 

n 

28-1 1 

28-20 

26% 

31 

96 

9- 

5 

9.6 

9.2 

i 

Banc  One/Dec 

ONE 

n 

31-  7 

31-17 

30 

79 

131 

13- 

7 

14.9 

14.1 

i 

Banco  Popular  PR/Dec 

BPOP 

0 

36-  6 

36-21 

34% 

67 

122 

8- 

2 

9.5 

NA 

0| 

BancOklahoma/Dec 

BOKC 

0 

25-  9 

21-  9 

lOVi 

-47 

38 

11- 

5 

15.1 

7.3 

0 

Bancorp  Hawaii/Dec 

BN'HI 

0 

44—16 

44—28 

42  Vi 

50 

109 

9- 

4 

9.8 

8.3 

Q 

Bank  of  Boston/Dec 

BKB 

n 

78-21 

78-44 

76% 

72 

126 

7- 

4 

9.1 

-  - 

Bank  of  New  England  Dec 

BKNE 

o 

67-16 

67-35 

64J/4 

79 

131 

9- 

10.4 

9.1 

(J 

Bank  of  New  York/Dec 

BK 

n 

63-16 

63-37 

62 

62 

1 18 

5- 

4 

9.7 

9.3 

0 

Bank  of  Virginia/Dec 

BKV 

n 

36-  6 

36-24 

36 

40 

103 

12- 

4 

1 1.8 

10.3 

1 

Bank  South/Dec 

BKSO 

0 

30-  6 

30-19 

29 '/2 

53 

112 

14- 

4 

13.6 

11.7 

1 

BankAmerica/Dec 

BAC 

n 

29-12 

23-12 

16% 

-1 1 

65 

NM- 

5 

NM 

12.8 

0. 

Bankers  Trust  NY/Dec 

BT 

n 

46-13 

46-29 

45 

42 

103 

7_ 

) 

8.3 

7.8 

0 

Banks  of  Mid-America/Dec 

BOMA 

0 

20-  7 

12-  7 

7% 

-33 

49 

NM- 

5 

11.9 

8.0 

0. 

Barnett  Banks  Fla/Dec 

BBF 

n 

52-13 

52-32 

49 '/s 

48 

108 

11- 

6 

12.3 

11.0 

1. 

Bausch  &.  Lomb/Dec 

BOL 

n 

41-17 

41-25 

40% 

61 

117 

63-10 

18.1 

15.8 

2. 

Baxter  Travenol  Labs  Dec 

BAX 

n 

31-12 

20-12 

187/s 

22 

89 

NM- 

10 

22.2 

20.1 

1. 

BayBanks/Dec 

BBNK 

0 

80-19 

80-46 

79% 

70 

124 

9- 

4 

10.4 

10.0 

0. 

Bear  Stearns  Cos/ Apr 

BSC 

n 

33-19* 

33-19* 

32  Vi 

48' 

118' 

13- 

r 

12.7 

NA 

0. 

Beatrice/Feb 

BRY 

n 

49-17 

49-28 

48% 

58 

115 

NM- 

\ 

12.3 

16.8 

0. 

Becton  Dickinson/Sep 

BDX 

n 

39-15 

59-23 

38 'A 

58 

1 15 

32- 

.r 

17.7 

14.5 

1. 

Bell  Atlantic/Dec 

BEL 

n 

127-65' 

127-83 

123 '/J 

48 

108 

31- 

8' 

11.3 

10.5 

1. 

BellSouth/Dec 

BLS 

n 

55-27* 

55—35 

52'/2 

50 

109 

35- 

T 

11.2 

10.1 

L. 

Beneficial  Corp/Dec 

BNL 

n 

55—15 

55-36 

54 

48 

108 

13- 

6 

14.1 

10.9 

0. 

Bergen  Brunswig/Aug 

BBCA 

a 

38-12 

37-21 

337/s 

51 

110 

27- 

. 

18.1 

17.2 

Berkshire  Hathaway/Dec 

BKHT 

0 

3250-430 

3250-1475 

3060 

62 

118 

59- 

1  I 

8.1 

NA 

3. 

Best  Products/|an 

BES 

n 

26-  9 

16-12 

14% 

25 

91 

65- 

6 

NM 

11.6 

0. 

Bethlehem  Steel/Dec 

BS 

n 

32-13 

22-13 

207/s 

18 

86 

NM- 

4 

NM 

12.3 

0. 

Beverly  Enterprises/Dec 

BEV 

a 

45-10 

41-32 

38  Vi 

20 

88 

32- 

9 

18.0 

15.2 

0. 

Big  Three  Industries/Dec 

BIG 

n 

38-15 

27-20 

25% 

13 

83 

70- 

6 

66.8 

13.8 

1. 

Black  &.  Decker/Sep 

BDK 

n 

29-12 

24-H 

23 

78 

NM- 

■ 

NM 

15.6 

0. 

H&R  Block/Apr 

HRB 

n 

44-13 

44-24 

43"* 

73 

126 

18- 

8 

41.0 

15.3 

2. 

Boatmen's  Bancshares/Dec 

BOAT 

o 

-14-  !  2 

44-30 

42V4 

28 

93 

9- 

4 

9  6 

9.0 

0. 

Boeing/Dec 

BA 

n 

57-10 

57-38 

55  lA 

30 

95 

15- 

4 

14.7 

11.9 

0. 

Boise  Cascade/Dec 

BCC 

n 

60-20 

60-37 

58% 

52 

111" 

NM- 

6 

17.0 

14.7 

0. 

Borden/Dec 

BN 

n 

61-13 

61-32 

58  Vi 

63 

119 

14- 

5 

15.6 

13.7 

0. 

Borg- Warner/Dec 

BOR 

n 

31-11 

31-20 

2s>:  . 

4^ 

106 

15- 

5 

14.7 

12  1 

Boston  Edison/Dec 

BSE 

n 

53-20 

5*  m- 

51M 

34 

98 

9- 

4 

10.2 

KM 

0. 

Bowater,  Dec 

BOW 

n 

32-15* 

32-20 

30 

36 

99 

12- 

7" 

13.0 

12.9 

0. 

Branch  Corp/Dec 

BNCH 

o 

40-12 

40-32 

38 

19 

87 

12- 

4 

12.1 

10.7 

0. 

Bristol-Myers/Dec 

BMY 

n 

T6-23 

76-54 

"5  . 

31 

96 

18-10 

19.6 

17.6 

2. 

Brooklyn  Union  Gas/Sep 

BU 

n 

24-10 

24-18 

24V4 

98 

8— 

a 

9  5 

0. 

Brown-Forman/Apr 

BFDB 

a 

53-23 

53-33 

53 

1 13 

13- 

1  i  - 

12.8 

[] 

'Range  is  for  less  than  period  indicated.    NA;  not  available  or  not  applicable.    NM:  not  meaningful    E:  estimate.    Stock  prices  as  of  Mar.  21.  1986. 
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FORBES,  APRIL  28, 


Earnings    Dividends   — Shares  outstanding — 


net 

rofit 

argin 

latest 
12  months 
EPS 

1985 
EPS 

estimated 
1986 
EPS 

%  change 
'86  vs  '85 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

payout 
ratio 

5-year 
growth 
rate 

common 
stock 
Imil) 

%  held 
by 

institutions 

NM 

$-0.97 

$-0.97 

$6.03 

NM 

39 

low 

$4.00 

NM 

14% 

179.7 

56% 

8.7% 

2.65 

2.47 

2.93 

19",, 

20 

very  high 

0.68 

26% 

12 

36.3 

70 

2.3 

0.88 

1.39 

1.15 

-17 

24 

low 

0.50 

57 

2 

35.5 

74 

NM 

-0.76 

-0.76 

2.22 

NM 

21 

average 

2.00 

NM 

-10 

79.2 

31 

23.8 

3.88 

3.88 

3.77 

-3 

23 

average 

2.72 

70 

5 

74.3 

18 

4.5 

1.23 

1.25 

0.78 

-38 

29 

very  low 

0.92 

75 

10 

70.0 

62 

2.0 

0.95 

0.95 

1.46 

54 

12 

low 

0.20 

21 

18 

26.9 

36 

14.1 

2.80 

2.80 

2.92 

4 

26 

very  high 

1.70 

61 

10 

78.6 

35 

10.9 

2.01 

2.01 

2.13 

6 

17 

high 

0.80 

40 

16 

63.7 

30 

8.6 

3.66 

3.66 

NA 

NA 

NA 

NA 

1.12 

31 

25 

9.0 

9 

1.9 

0.68 

0.68 

1.40 

106 

7 

very  low 

0.40 

59 

11 

6.2 

15 

8.4 

4.31 

4.31 

5.09 

18 

4 

high 

1.36 

32 

5 

9.0 

55 

5.1 

8.46 

8.46 

8.92 

5 

20 

high 

2.64 

31 

9 

19.6 

60 

7.7 

6.22 

6.22 

7.10 

14 

15 

very  high 

2.00 

32 

9 

20.7 

38 

8.2 

6.39 

6.39 

6.67 

4 

13 

high 

2.28 

36 

2 

19.3 

42 

8.7 

3.05 

3.05 

3.49 

14 

11 

high 

1.12 

37 

16 

23.2 

16 

8.7 

2.17 

2.17 

2.53 

17 

3 

average 

0.64 

29 

26 

10.9 

25 

NM 

-2.68 

-2.68 

1.31 

NM 

31 

very  low 

0.00 

0 

_2 

153.4 

31 

7.9 

5.39 

5.39 

5.77 

7 

28 

very  high 

1.49 

28 

10 

68.3 

66 

3  6 

0.62 

0.62 

0.92 

48 

3 

low 

0.00 

0 

14 

8.1 

34 

8.2 

3.98 

3.98 

4.47 

12 

29 

high 

1.04 

26 

12 

32.3 

44 

11.2 

2.23 

2.23 

2.56 

15 

17 

very  high 

0.78 

35 

0 

29.8 

68 

5.8 

0.85 

0.85 

0.94 

11 

36 

low 

0  40 

47 

18 

211.3 

34 

7.9 

7.62 

7.62 

7.90 

4 

5 

high 

2.40 

31 

13 

6.4 

38 

4.9 

2.55 

NA 

NA 

NA 

NA 

NA 

0.60 

24 

NA 

49.7 

12 

3.3 

3.94 

2.50E 

2.89 

16 

10 

average 

1.80 

46 

6 

113.1 

42 

7.0 

2.16 

2.10 

2.63 

25 

26 

average 

0.66 

31 

4 

40.8 

31 

12.0 

10.94 

10.94 

11.7] 

7 

37 

very  high 

6.80 

62 

NA 

99.9 

32 

13.3 

4.69 

4  69 

5.20 

11 

35 

high 

3.04 

65 

NA 

305.3 

24 

4.9 

3.82 

3.82 

4.97 

30 

10 

high 

2.00 

52 

0 

22.2 

56 

0.9 

1.87 

1.91 

1.97 

3 

8 

high 

0.32 

17 

14 

13.2 

67 

46.4 

379.99 

379.99 

NA 

NA 

NA 

NA 

0.00 

0 

NA 

1.1 

7 

0.1 

0.08 

0.08 

1.28 

NM 

13 

low 

0.24 

300 

7 

26.9 

64 

NM 

-4.37 

-4.37 

1.70 

NM 

15 

very  low 

0.00 

0 

NA 

52.0 

60 

?  5 

2.M 

2.14 

2.54 

19 

24 

very  high 

0.40 

19 

8 

30.3 

62 

1.7 

(i  w 

0.38 

1.84 

384 

11 

average 

0.88 

NM 

8 

37.3 

57 

NM 

-3.27 

-3.11 

1.47 

NM 

16 

low 

0.64 

NM 

-4 

50.8 

60 

10.0 

1.07 

2.50E 

2.86 

14 

5 

very  high 

1.36 

127 

6 

24.9 

82 

9.6 

4.40 

4.40 

4.72 

7 

6 

average 

1.65 

38 

12 

13.3 

18 

4.2 

3.75 

3.75 

4.66 

24 

36 

average 

1.20 

32 

0 

155.2 

60 

2.8 

3.45 

3.45 

4.00 

16 

19 

average 

1.90 

55 

0 

27.1 

57 

4.1 

3.75 

3.75 

4.27 

14 

14 

very  high 

1.52 

41 

10 

51.3 

47 

5.4 

2.01 

2.01 

2.44 

21 

13 

average 

0.96 

48 

11 

86.7 

39 

7.8 

5.03 

5.03 

4.98 

-1 

18 

very  high 

3.44 

68 

4 

16.2 

24 

7.5 

2.30 

2.30 

2.32 

1 

12 

average 

0.72 

31 

NA 

29.3 

54 

8.0 

3.13 

3.13 

3.55 

13 

5 

high 

1.24 

40 

4 

7.5 

16 

12.0 

3.86 

3.86 

4.30 

11 

37 

very  high 

2.20 

57 

20 

138.0 

56 

5.8 

2.46 

2.51 

2.53 

1 

12 

high 

1.62 

66 

6 

21.4 

22 

8.6 

3.83 

3.98E 

4.14 

4 

5 

average 

1.00 

26 

5 

21.4 

37 

Sources  William  O'Neil  &  Co..  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  lynch.  Jones  &  Ryan  via  Micro/Scan  from  Isys  Corp .  Forbes 


APRIL  28,  1986 


245 


The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ration- 
Stock  price                  —latest  12  months —   price/earnings  


Company/fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high-low 

12-month 
high-low 

recent 

price 
change 

relative  to 
market 

5-year 
high-low 

latest 
12  months 

1986 
est 

P 

a 

Brown  Group/Oct 

BG 

n 

40-1 1 

40-25 

38'/4 

37% 

100 

21- 

5 

14.5 

12.9 

0 

Browning-Ferris  Inds/Sep 

BFI 

n 

38-  8 

38-21 

36% 

70 

124 

21- 

8 

22. 1 

19.7 

2 

Brunswick/Dec 

BC 

n 

34—  4 

34-16 

33% 

84 

134 

NM- 

1 

14.4 

12.9 

0 

Burlington  Inds/Sep 

BUR 

n 

43-17 

39-24 

37 

38 

100 

73- 

5 

63.8 

18.0 

( 

Burlington  Northern/Dec 

BN1 

n 

82-17 

82—49 

75 

42 

104 

11- 

4 

9.3 

9.4 

( 

Burroughs/Dec 

BGH 

n 

72-27 

72-52 

62% 

5 

77 

23- 

6 

1 1.5 

10.0 

C 

Cabot/Sep 

CBT 

n 

36-16 

29-21 

255/s 

-9 

66 

15- 

5 

MM 

10.6 

c 

CalFed/Dec 

CAL 

0 

35-1 1* 

35-16 

30 

68 

122 

9- 

3* 

5.0 

5.1 

c 

California  First  Bk/Dec 

CFBK 

0 

33-12 

33—19 

29  % 

53 

1 12 

14- 

4 

12.9 

NA 

c 

Campbell  Soup/Jul 

CPB 

n 

58-13 

58-32 

52 '/s 

44 

105 

19- 

6 

15.8 

15.4 

c 

Capital  Cities/ABC/Dec 

CCB 

n 

256-64 

256-183 

226 

10 

80 

22- 

10 

20.8 

20  8 

Capital  Holding/Dec 

CPH 

n 

35-  9 

35—20 

34  V* 

43 

105 

11- 

5 

13.0 

12.1 

c 

Carolina  Pwr  &  Lt/Dec 

CPL 

n 

36-17 

36-25 

34% 

30 

95 

8- 

5 

9.0 

9.2 

l 

Carson  Pirie  Scott/Jan 

CRN 

n 

31-  7 

31-18 

30'/; 

50 

109 

14- 

6 

16.4 

13.4 

c 

Carter  Hawley  Hale/Jan 

CHH 

n 

36-1 1 

36-25 

31  xh 

17 

85 

NM- 

6 

34.2 

12.7 

c 

Carteret  S&L/Sep 

CFCC 

o 

23-  5* 

23-  8 

20% 

149 

182 

8- 

2* 

8.0 

5.5 

c 

Castle  &  Cooke/Dec 

CKE 

n 

20-  7 

15-10 

14% 

29 

94 

NM- 

8 

NM 

24.8 

c 

Caterpillar  Tractor/Dec 

CAT 

n 

73-28 

54-30 

51'/2 

63 

1 19 

NM- 

7 

25.5 

16.7 

c 

CBI  Industries/Dec 

CBH 

n 

54-18 

28-18 

2VA 

-17 

61 

NM- 

5 

NM 

14.5 

c 

CBS/Dec 

CBS 

n 

143—33 

143-98 

140'a 

33 

97 

26- 

6 

NM 

19.1 

c 

Celanese/Dec 

CZ 

n 

203-41 

203-89 

193 

1 12 

155 

NM- 

5 

14.1 

12.0 

c 

Centel/Dec 

CNT 

n 

54-26 

54-40 

53% 

29 

94 

10- 

7 

1 1.6 

10.5 

1 

Centerre  Bancorp/Dec 

CTBC 

o 

45-16 

45-29 

41 

38 

101 

11- 

4 

1 1.6 

10.5 

c 

Centex/Mar 

CTX 

n 

34-1 1 

34-21 

32% 

47 

107 

17- 

7 

13.0 

1 1.0 

c 

Central  &  South  West/Dec 

CSR 

n 

32-13 

32-22 

30'/« 

33 

97 

8- 

5 

8.3 

8.1 

1 

Central  Bancorp/Dec 

CBAN 

o 

51-10 

51-29 

50  'A 

64 

120 

64- 

4 

12.4 

10.7 

] 

Central  Bancshares/Dec 

CBSS 

0 

28-  5 

28-13 

24'A 

76 

129 

11- 

3 

1 1.0 

10.0 

1 

Central  Fidelity  Bks/Dec 

CFBS 

0 

32-  6 

32-19 

28  V* 

49 

109 

13- 

4 

1 1.7 

10.4 

1 

Central  Hudson  G&E/Dec 

CNH 

n 

35-16 

35-24 

34 '/j 

32 

97 

7- 

4 

7.3 

7.5 

c 

Central  III  Pub  Svc/Dec 

CIP 

n 

24-10 

24-17 

23  % 

31 

96 

12- 

5 

12.3 

1 1.8 

1 

CenTrust/Sep 

CTST 

0 

NA-NA* 

11-  5* 

9Vi 

46* 

111' 

NA-NA" 

1.8 

NA 

c 

Champion  Intl/Dec 

CHA 

n 

30-12 

30-20 

27% 

35 

99 

NM- 

9 

17.5 

11.8 

( 

Charter/Dec 

QCHR 

n 

16-  1 

3-  2 

2Vi 

18 

86 

NM  - 

4 

NM 

NA 

c 

Chase  Manhattan/Dec 

CMB 

n 

48-16 

48-25 

44  V* 

69 

124 

s- 

3 

6.9 

6.7 

c 

Chemical  New  York/Dec 

CHL 

n 

54-18 

54-33 

52 '/i 

39 

101 

7- 

3 

7.2 

6  9 

0 

Chesebrough-Pond  s/Dec 

CBM 

n 

49-30 

49-31 

43% 

38 

101 

14- 

9 

18.7 

14.4 

( 

Chevron/Dec 

CHV 

n 

46-24 

41-34 

37% 

9 

79 

10- 

5 

8.3 

100 

Chrysler/Dec 

C 

n 

47-  2 

47-22 

45 '/s 

97 

144 

NM- 

2 

4.8 

5.4 

c 

Chubb/Dec 

CB 

n 

78-13 

78-38 

73% 

92 

140 

NM- 

5 

38.3 

14.3 

0 

Cigna/Dec 

CI 

n 

77-27 

77^+8 

75% 

55 

113 

NM- 

4 

NM 

1 1.4 

0 

Cincinnati  Financial/Dec 

CINF 

0 

70-14 

70-44 

70'/j 

52 

111" 

18- 

6 

19.3 

15.1 

1 

Cincinnati  G&E/Dec 

CIN 

n 

25-  9 

25-15 

24 

56 

1 14 

7- 

3 

7.3 

8.0 

c 

Circle  K/Apr 

CKP 

a 

28-  5 

28-19 

24  - 

15 

84 

NM- 

5 

9  4 

12.9 

Citadel  Holding/Dec 

CDL 

a 

53-10 

53-23 

48>/i 

101 

147 

9- 

3 

6.3 

7.0 

0 

Citicorp/Dec 

CCI 

n 

61-22 

61-40 

--,9  : 

36 

99 

8- 

4 

8.4 

c 

Citizens  &  So  Ga/Dec 

CSGA 

0 

26-  7 

26-17 

25=  . 

31 

96 

12- 

5 

10.8 

9.9 

0 

Citizens  Fidelity/Dec 

CFDY 

0 

31-  7 

31-18 

2S". 

59 

116 

12- 

5 

13.2 

11.8 

1 

City  National/Dec 

CTYN 

0 

43-13 

43-23 

is 

57 

115 

18- 

7 

14.6 

12.1 

1 

CityFed  Financial/Dec 

CTYF 

0 

15-  2 

15-  9 

13% 

49 

109 

NM- 

2 

3.7 

5.0 

0 

"Range  is  for  less  than  period  indicated    NA:  not  available  or  not  applicable    NM:  not  meaningful    E:  estimate.    Stock  prices  as  of  Mar.  21.  1986 
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 Earnings    Dividends   — Shares  outstanding — 

let  latest  estimated     %  change      number  confidence  5-year        common  %  held 

tofit  12  months  1985  1986  '86  vs  '85  of  factor  on      indicated  payout  growth  stock  by 

irgin  EPS  EPS  EPS  EPS  analysts       estimate  rate  ratio  rate  (mil)  institutions 

3.7%  $2.63  $2.63  $2.97  13%  11  average  $1.44  55%  18%  19.1  24% 

9.7  1.66  1.60  1.87  17  17  very  high  0.64  39  18  69.7  54 

6.5  2.34  2.34  2.60  11  14  average  0.56  24  18  42.0  59 
0.6  0.58  0.44  2.06  368  10  low  1.64  283  2  28.5  51 

7.6  8.03  8.03  7.94  -1  22  high  1.60  20  15  73.6  58 
4.9  5.46  5.46  6.28  15  25  high  2.60  48  0  45.6  72 
MM  -2.60  -2.07  2.42  NM  average  0.92  NM  0  28.5  61 
5.9  6.02  6.02  5.89  -2  14  low  0.48  8  NA  20.4  68 

4.7  2.26  2.26  NA  NA  NA  NA  1.08  48  2  11.6  79 
5.1  3.29  3.07  3.38  NM  23  very  high  1.32  40  5  64.7  60 
3.9  10.87  10.87  10.87  0  22  average  0.20  2  -5  13.0  55 

6.6  2.63  2.63  2.82  7  23  high  0.82  31  6  50.7  57 

7.1  3.86  3.86  3.81  -1  19  very  high  2.68  69  3  76.5  58 
1.4  1.86  1.86  2.28  23  4  average  0.60  32  0  10.1  54 

1.2  0.92  0.92  2.48  170  14  low  1.22  133  0  19.6  33 

4.3  2.60  2.45  3.81  56  6  low  0.00  0  NA  9.5  30 

1.2  -0.04  -0.04  0.60  NM  3  very  low  0.00  0  NA  41*1  41 
2.9  2.02  2.02  3.08  52  23  very  low  0.50  25  -32  98.4  59 
MM  -2.18  -2.18  1.55  NM  10  low  0.60  NM  -5  21.6  46 
0.6  0.81  0.81  7.36  809  28  average  3.00  370  2  23.4  63 

5.8  13.70  13.70  16.14  18  23  average  4.80  35  3  12.0  51 

9.7  4.61  4.61  5.07  10  24  very  high  2.44  53  3  27.7  45 

5.3  3.53  3.53  3.90  10  9  high  1.80  51  1  7.7  22 

3.4  2.52  2.71E  2.99  10  7  average  0.25  10  15  17.8  50 

2.5  3.61  3.61  3.70  2  26  very  high  2.14  59  6  94.7  46 

8.6  4.06  4.06  4.68  15  3  average  1.50  37  2  8.3  20 
9.1  2.21  2.21  2.43  10  4  very  high  0.88  40  19  13.8  7 
9.1  2.45  2.45  2.77  13  5  very  high  0.84  34  13  13.7  17 

1.8  4.67  4.67  4.59  -2  7  high  2.96  63  6  12.1  7 
0.6  1.92  1.92  2.00  4  14  high  1.64  85  3  34.2  25 
4.5  5.31  5.31  NA  NA  NA  NA  0.60  11  NA  6.3  NA 
2.8  1.59  1.59  2.35  48  18  average  0.52  33  -22  92.9  58 
MM  -2.09  -2.09  NA  NA  NA  NA  0.00  0  NA  16.5  3 

5.8  6.40  6.40  6.58  3  26  high  2.05  32  5  77.2  70 

6.9  7.33  7.33  7.58  3  21  very  high  2.60  35  10  48.9  59 
3.0  2.35  2.35  3.05  30  19  average  2.00  85  6  35.3  55 

3.7  4.52  4.52  3.78  -16  36  low  2.40  53  342.1  47 
7.7  9.38  9.38  8.36  -11  23  low  1.00  11  0  151.0  57 
2.9  1.92  1.92  5.16  169  28  low  1.56  81  5  31.5  60 
MM  -10.77  -10.77  6.59  NM  26  low  2.60  NM  9  72.4  76 

9.0  3.64  3.64  4.64  NM  8  low  1.32  36  15  14.8  17 

2.1  3.30  3.30  3.00  -9  17  high  2.16  65  -6  43.9  23 

2.0  2.59  1.67E  1.89  13  6  high  0.50  19  1  21.4  52 

7.3  7.73  7.73  6.90  -11  1  NM  0.00  0  NA  3.3  16 

4.4  7.12  7.12  7.90  11  31  very  high  2.26  32  10  129.4  69 

9A  2£8  2_38  1W  9  22  high  0.88  37  17  53X)  28 

0.8  2.19  2.19  2.45  12  9  very  high  0.80  37  14  18.4  49 

9.3  2.64  2.64  3.17  20  3  high  0.88  33  11  9.2  20 

6.1  3.65  3.65  2.73  -25  7  low  0  40  11  0  13.8  35 


Sources  William  O'Neil  &  Co .  The  Institutional  lirokers  Estimate  System  (IBES),  a  service  of  Lynch,  /ones  &  Ryan  via  Micro/Scan  from  fsys  Corp .  Forbes 
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"Management's  job  is  to  see  the  company  not  as  it  is. . . 

but  as  it  can  become."  —  John  W.  Teets,  Chairmar 


am 


am 


Jbms 


One  of  the  major  strengths  at 
Greyhound  is  our  ability  to  view  the 
company  objectively. 

Only  in  this  way  can  we  renew 
our  company,  making  certain  that  the 
Greyhound  of  tomorrow  is  not  just  differ- 
ent, but  better  than  the  Greyhound 
of  today. 


The  combination  of  divesting  m 
ginal  businesses  (we've  sold  14  of  tr 
in  the  last  three  years  alone) ...  the 
acquiring  of  new  companies  that  me 
our  15%  ROE  goal . . .  and  the  restruc 
turing  of  our  mature  businesses  . .  .1 
a  winning  formula  for  revitalization. 


The  Greyhound  Corporation 

Greyhound  Tower,  Phoenix,  Arizona  85077 


A  $3-billion,  multi-industry  company  offering: 

•  Consumer  Products 

•  Financial  Services 

•  Services 

•  Transportation  &  Manufacturing 


The  Forbes  500$  on  Wall  Street 


Stock  performance   Stock  price  ratios- 
Stock  price                  —latest  12  months —   price/earnings  


Ticker 

5-year 

12-month 

price 

relative  to 

5-year 

latest 

1986 

pi 

Company/fiscal  year-end 

symbol 

Exch 

high-low 

high-low 

recent 

change 

market 

high-low 

12  months 

est 

SI 

Cleveland  Electric/Dec 

cvx 

n 

28-14 

28-20 

27% 

34% 

98 

7-  4 

7.8 

8.5 

1 

Clorox/Jun 

CLX 

n 

56-10 

56-33 

55% 

66 

121 

15-  5 

16.2 

15.4 

1 

Coast  S&L  Assn/Dec 

COAS 

0 

20-14* 

20-14* 

15'/2 

3* 

91* 

27-27* 

29.2 

-0.2 

0 

Coastal  Corp/Dec 

CGP 

n 

40-  9 

40-26 

37% 

31 

96 

NM-  5 

10.4 

8.7 

0 

Coca-Cola/Dec 

KO 

n 

1 10-30 

1 10-66 

103% 

49 

109 

16-  8 

18.8 

17.1 

1 

Coleco  Industries/Dec 

CLO 

n 

65-  3 

22-13 

18'/2 

26 

92 

NM-  3 

4.8 

5.7 

0 

Colgate-Palmolive/Dec 

CL 

n 

39-14 

39-23 

38% 

55 

113 

39-  6 

27.6 

154 

0 

Collins  &  Aikman/Feb 

CK 

n 

40-  5 

40-18 

38 

76 

128 

13-  5 

12.7 

11.4 

0 

Colorado  Natl  Bkshs/Dec 

COLC 

0 

22-10 

22-17 

I8V2 

-3 

71 

44-  5 

36.3 

1 1.3 

0 

Colt  Industries/Dec 

COT 

n 

75-21 

75-54 

71'/? 

22 

89 

15-  7 

10.3 

10.9 

0 

Columbia  Gas  System/Dec 

CG 

n 

42-27 

42-27 

37% 

38 

101 

NM-  5 

NM 

1 1.6 

0 

Columbia  S&L/Dec 

CSV 

n 

28-  2 

28-  8 

26% 

234 

244 

4-  1 

3.4 

NA 

0 

Combined  Intl/Dec 

PMA 

n 

66-18 

66-41 

647a 

48 

108 

11-  5 

1 1.8 

12.2 

. 

Combustion  Eng/Dec 

CSP 

n 

50-21 

36-24 

35% 

2 

74 

NM-  4 

NM 

16.2 

0 

Comdisco/Sep 

CDO 

n 

28-  4 

23-  9 

22'/2 

1 17 

158 

24-  4 

14.2 

12.8 

1 

Comerica/Dec 

CMCA 

0 

46-18 

46-36 

45  Vi 

19 

87 

9-  4 

10.2 

8.1 

0 

Commerce  Bcshs/Dec 

CBSH 

o 

75-24 

75-49 

74% 

53 

1 1 1 

9-  4 

10.3 

9.3 

0 

Commerce  Clearing/Dec 

CCLR 

**) 

59-17 

59-36 

58'/2 

50 

109 

24-12 

23.5 

20.9 

2 

Commerce  Union/Dec 

COMU 

0 

52-  9 

52-33 

52% 

57 

115 

11-  4 

12.3 

12.3 

0 

Commonwealth  Ed/Dec 

CWE 

n 

35-18 

35-27 

33  Vi 

14 

83 

7-  5 

7.5 

7.5 

1 

Community  Psych/Nov 

CMY 

n 

36-  7 

36-22 

28% 

-11 

65 

36-13 

19.0 

15.9 

4 

ConAgra/May 

CAG 

n 

52-1 1 

52-29 

49 '/2 

67 

122 

18-  7 

17.4 

14.6 

0 

Conifer  Group/Dec 

CNFG 

0 

38-  9 

38-22 

37'/i 

62 

1 19 

11-  3 

11.0 

10.0 

0 

Consolidated  Edison/Dec 

ED 

n 

42-13 

42-31 

40% 

28 

94 

9-  4 

9.6 

9.2 

0 

Consol  Freightways/Dec 

CNF 

n 

49-16 

49-28 

49 

63 

119 

14-  7 

15.8 

14.0 

0 

Consol  Natural  Gas/Dec 

CNG 

n 

53-20 

53-39 

49% 

8 

79 

10-  5 

9.7 

9.6 

0 

Consolidated  Papers/Dec 

CPER 

o 

56-12 

56-35 

50 

33 

97 

12-  5 

10.2 

10.7 

1 

Consumers  Power/Dec 

CMS 

n 

22-  4 

14-  6 

12% 

92 

140 

NM-  2 

NM 

20.6 

0 

Continental  Bancorp/Dec 

CBRP 

0 

60-17 

60-31 

59 

89 

138 

10-  4 

12.7 

11.3 

1 

Continental  Corp/Dec 

CIC 

n 

55-21 

55-37 

527/h 

34 

98 

NM-  6 

52.4 

14.2 

0 

Continental  Illinois/Dec 

CIL 

n 

43-  3 

10-  6 

9'/4 

9 

79 

NM-14 

21.5 

15.2 

0 

Continental  Telecom/Dec 

CTC 

n 

30-15 

30-22 

29  V* 

29 

94 

11-  6 

9.1 

9.6 

0 

Control  Data/Dec 

CDA 

n 

63-15 

34-15 

24% 

-20 

58 

NM-  5 

NM 

40.4 

0 

Cooper  Industries/Dec 

CBE 

n 

56-19 

50-28 

49 

72 

125 

29-  7 

17.6 

14.5 

0 

Adolph  Coors/Dec 

ACCOB 

o 

29-10 

28-15 

27 

76 

128 

18-  6 

17.8 

16.7 

0 

CoreStates  Financial/Dec 

CSFN 

o 

42-  7 

42-25 

40% 

56 

1 14 

8-  3 

6.7 

10.4 

1 

Corning  Glass  Works/Dec 

GLW 

n 

75-20 

75-35 

70'/2 

99 

145 

33-  8 

27.9 

18.2 

! 

CPC  International/Dec 

CPC 

n 

66-28 

66-39 

63 

51 

110 

18-  6 

21.6 

14.5 

0 

Cray  Research/Dec 

CYR 

n 

75-10 

75-32 

68 '/2 

106 

150 

37-11 

27.5 

20.3 

5 

Crossland  Savings/Dec 

CRLD 

0 

24-  9* 

24-  9* 

20'/« 

121* 

174* 

2-  1* 

2.6 

NA 

0 

Crown  Central  Pet 'Dec 

CNPA 

a 

30-  9 

21-12 

20  - 

31 

96' 

NM-12 

43.8 

20.1 

9 

Crown  Cork  &  Seal/Dec 

CCK 

n 

91-23 

91-49 

86 

62 

118 

13-  5 

13.2 

11.3 

0 

Crown  Zellerbach/Dec 

ZB 

n 

53-15 

46-36 

45% 

9 

80 

NM-  9 

NM 

1 5.0 

0 

CSX/Dec 

CSX 

n 

$7-12 

37-23 

357/s 

58 

115 

NM-  4 

NM 

9.9 

0 

Cullen/Frost  Bankers/Dec 

CFBI 

0 

34-18 

23-18 

18M 

-7 

68 

NM  -  5 

12.9 

10.5 

0 

Cummins  Engine/Dec 

CUM 

n 

89-26 

79-58 

75  Vi 

1 

74 

NM-  3 

14.3 

94 

0 

Cyclops/Dec 

CYL 

n 

62-14 

62-43 

59;- 

18 

86 

NM  4 

9.6 

116 

0 

Dana/Dec 

DCN 

n 

34-15 

34-22 

33  V: 

22 

89 

30-  6 

11.4 

10  5 

0 

Dart  &  Kraft/Dec 

DKI 

n 

54-15 

54-30 

51  Vi 

64 

120 

14-  6 

16.0 

14.1 

0 

"Range  is  for  less  than  period  indicated    NA:  not  available  or  not  applicable.    NM:  not  meaningful    E:  estimate.    Stock  prices  as  of  Mar.  21,  1986 
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Earnings    Dividends   — Shares  outstanding — 


et 
>ti  t 
rgin 

latest 
12  months 
EPS 

1985 
EPS 

estimated 
1986 
EPS 

%  change 
'86  vs  '85 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

IIIUlLd  UU 

rate 

n  'i  vol  1 1 

LFu  V  UUl 

ratio 

5-year 
growth 
rate 

common 
(mil) 

%  held 
bv 

institutions 

4.8% 

$3.53 

$3.53 

$3.25 

-8% 

19 

average 

$2.64 

75% 

-1% 

78.5 

28% 

5.4 

3.45 

3.27 

3.64 

11 

18 

very  high 

1.36 

39 

13 

26.6 

44 

1.0 

0.53 

0.53 

NA 

NA 

NA 

NA 

0.00 

NA 

NA 

13.1 

0 

1.0 

3.61 

3.61 

4.31 

19 

22 

average 

0.40 

11 

7 

30.0 

31 

?.l 

5.51 

5.51 

6.04 

10 

21 

very  high 

3.12 

57 

6 

128.7 

55 

3.3 

3.87 

3.87 

3.22 

-17 

7 

low 

0.00 

0 

NA 

17.0 

17 

2.4 

1.39 

1.39 

2.49 

79 

16 

very  high 

1.36 

98 

3 

70.7 

40 

3.9 

3.00 

3.06E 

3.33 

9 

15 

high 

0.80 

27 

19 

21.7 

57 

1.6 

0.51 

0.51 

1.63 

220 

6 

low 

0.74 

145 

9 

10.7 

48 

1.7 

6.91 

6.91 

6.53 

-5 

6 

very  high 

2.50 

36 

12 

19.4 

43 

IM 

-2.67 

-2.67 

3.25 

NM 

17 

average 

3.18 

NM 

6 

40.5 

38 

i.3 

7.91 

7.91 

NA 

NA 

NA 

NA 

0.00 

0 

NA 

7.6 

26 

i.4 

5.48 

5.48 

5.31 

-3 

19 

high 

2.16 

39 

6 

32.5 

45 

IM 

-2.87 

-2.87 

2.19 

NM 

16 

low 

1.00 

NM 

1 

33.2 

45 

9.9 

1.58 

1.42 

1.76 

24 

4 

very  high 

0.16 

10 

22 

40.3 

19 

5.2 

4.48 

4.48 

5.65 

26 

7 

average 

2.20 

49 

5 

10.4 

41 

7.7 

7.23 

7.23 

8.01 

11 

4 

very  high 

2.08 

29 

5 

5.2 

22 

9.9 

2.49 

2.49 

2.80 

12 

6 

high 

1.20 

48 

14 

18.0 

55 

7.4 

4.26 

4.26 

4.25 

0 

6 

average 

1.04 

24 

6 

5.5 

23 

9.3 

4.45 

4.45 

4.49 

1 

25 

very  high 

3.00 

67 

3 

194.7 

42 

1.9 

1.51 

1.51 

1.81 

20 

31 

high 

0.28 

19 

21 

30.2 

52 

1.7 

2.85 

3.03E 

3.40 

12 

10 

average 

1.00 

35 

15 

33.2 

24 

1.0 

3.38 

3.38 

3.71 

10 

3 

high 

1.10 

33 

NA 

6.2 

0 

D.3 

4.26 

4.26 

4.42 

4 

24 

high 

2.68 

63 

13 

120.9 

28 

4.2 

3.10 

3.10 

3.50 

13 

20 

high 

1.10 

35 

10 

25.7 

77 

5.5 

5.15 

5.15 

5.19 

1 

20 

average 

2.64 

51 

7 

41.3 

30 

%.9 

4.91 

4.91 

4.68 

-5 

13 

average 

1.48 

30 

14 

21.8 

16 

IM 

^4.42 

-4.42 

0.62 

NM 

15 

very  low 

0.00 

0 

NA 

88.1 

22 

3.7 

4.65 

4.65 

5.23 

12 

4 

very  high 

2.04 

44 

11 

11.0 

10 

1.2 

1.01 

1.01 

3.72 

268 

23 

low 

2.60 

NM 

1 

55.1 

76 

1.7 

0.43 

0.43 

0.61 

42 

10 

low 

0.00 

0 

NA 

46.3 

1 

?.4 

3.21 

3.21 

3.04 

-5 

26 

high 

1.80 

56 

5 

73.8 

43 

IM 

-14.56 

-14.56 

0.60 

NM 

14 

very  low 

0.00 

0 

NA 

40.8 

50 

4.4 

2.79 

2.79 

3.38 

21 

21 

average 

1.60 

57 

3 

45.1 

47 

12 

1.52 

1.52 

1.62 

7 

16 

average 

0.50 

33 

11 

35.4 

23 

8.4 

6.05 

6.05 

3.93 

-35 

17 

high 

1.24 

20 

11 

30.2 

45 

5.4 

2.53 

2.53 

3.88 

53 

13 

high 

1.40 

55 

3 

42.9 

62 

5.4 

2.92 

2.92 

4.35 

49 

19 

very  high 

2.20 

75 

4 

48.6 

54 

?.9 

2.49 

2.49 

3.38 

36 

20 

average 

0.00 

0 

NA 

29.8 

73 

2.8 

7.81 

7.81 

NA 

NA 

NA 

NA 

0.00 

0 

NA 

14.6 

24 

3.3 

0.46 

0.46 

1.00 

117 

1 

NM 

0.00 

0 

NA 

6.3 

7 

4.8 

6.52 

6.52 

7.59 

16 

7 

very  high 

0.00 

0 

NA 

10.5 

39 

IM 

1.56 

-1.56 

3.06 

NM 

10 

average 

1.00 

NM 

-19 

28.0 

23 

IM 

-0.78 

-0.78 

3.61 

NM 

23 

high 

1.16 

NM 

5 

152.4 

52 

2.9 

1.42 

1.42 

1.74 

23 

4 

very  low 

0.94 

66 

6 

7.1 

28 

2.3 

5.27 

5.27 

8.06 

53 

12 

very  low 

2.20 

42 

3 

9.6 

71 

1.8 

6.20 

6.20 

5.15 

-17 

2 

NM 

1.10 

18 

-A 

3.9 

43 

4.4 

2.95 

2.95 

3.20 

8 

13 

average 

1.28 

43 

5 

52.6 

57 

4.7 

3.22 

3.22 

3.66 

14 

23 

very  high 

1.56 

48 

8 

144.3 

54 

Sources:  William  O'Neil  &  Co.;  The  Institutional  Brokers,  Estimate  System  (I BPS),  a  service  of  Lynch,  Jones  &  Ryan  eia  Micro/Scan  from  Isys  Corp;  Form* 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratios 

 Stock  price   .  — latest  12  months —   price/earnings  

Ticker  5-year     12-month  price      relative  to     5-year        latest  1986 


Company/fiscal  year-end 

symbol 

Exch 

high-low 

high-low 

recent 

change 

market 

high-low 

12  months 

est 

Data  General/Sep 

DGN 

n 

76-^10 

50-31 

38  >/< 

-16% 

61 

NM- 

7 

NM 

32  1 

Dauphin  Deposit/Dec 

DAPN 

0 

39-  7 

39-18 

34 

94 

142 

13- 

4 

13.3 

12.1 

Day  ton- Hudson '[;ni 

DH 

n 

50-13 

50-36 

49% 

30 

95 

19- 

7 

16.9 

14.2 

Dayton  Power  &  Lt/Dec 

DPL 

n 

23-11 

23-15 

23  Va 

50 

109 

8- 

4 

23.5 

9.2 

Deere/Oct 

DE 

n 

48-22 

35-24 

34 

11 

81 

NM- 

8 

NM 

64.2 

Delmarva  Power  &  Lt/Dec 

DEW 

n 

31-11 

31-23 

30'/« 

28 

93 

10- 

6 

10.9 

10.8 

Delta  Air  Lines/[un 

DAL 

n 

53-23 

53-36 

41  Va 

-10 

66 

NM- 

5 

10.5 

117 

Deluxe  Check/Dec 

DLX 

n 

55-  6 

55  n 

54% 

72 

125 

20- 

8 

22.3 

19.3 

Deposit  Guaranty/Dec 

DEPS 

o 

38-10 

38-  2  1 

37% 

79 

130 

9- 

4 

11.1 

10.1 

Detroit  Edison/Dec 

DTE 

n 

19-11 

19-14 

17% 

11 

81 

8- 

5 

7.6 

8.6  1 

Diamond  Shamrock/Dec 

DIA 

n 

37-11 

21-11 

IWa 

-33 

49 

NM- 

6 

NM 

9.0  1 

Digital  Equipment  Ilip 

DEC 

n 

174-62 

174-85 

153% 

48 

108 

29- 

9 

23.5 

17.9 

Dillard  Dept  Stores/Jan 

DDSA 

a 

45-  2 

45-27 

42  Va 

41 

103 

20- 

-t 

18.4 

15.4  i 

Walt  Disney/Sep 

DIS 

n 

36-11 

36-19 

34 'A 

76 

128 

60- 

9 

26.1 

22.0 

Dominion  Bankshares/Dec 

DMBK 

0 

45-17 

45-28 

40% 

39 

101 

10- 

s 

10.9 

9.9  ( 

Dominion  Resources/Dec 

D 

n 

41-16 

41-28 

38  % 

32 

96 

10- 

6 

10.6 

10.1 

RR  Donnelley /Dec 

DNY 

n 

79-17 

79-51 

75% 

38 

101 

17- 

8 

19.5 

17.2 

Dover/Dec 

DOV 

n 

49-18 

49-32 

44  Va 

25 

91 

18- 

7 

15.6 

14.4 

Dow  Chemical/Dec 

DOW 

n 

54-20 

54-28 

52% 

82 

133 

NM- 

6 

NM 

14.7 

Dow  Jones/Dec 

DI 

n 

58-17 

58-37 

54% 

20 

88 

36-13 

25.2 

22.6 

Downey  Savings&  Loan/Dec 

DSL 

a 

38-  2 

38-  7 

33% 

353 

330 

NM- 

1 

4.4 

7.4  ( 

Dresser  Industries/Oct 

DI 

n 

51-12 

24-16 

18  Va 

-10 

65 

NM- 

4 

NM 

19.8  ( 

Dreyfus/Dec 

DRY 

n 

119-  7 

119-45 

96% 

111 

154 

19- 

4 

20.2 

18.0 

EI  du  Pont/Dec 

DD 

n 

78-30 

78-51 

72% 

41 

103 

15- 

S 

15.7 

12.1  ( 

Duke  Power/Dec 

DUK 

n 

42-17 

42-30 

40  Vi 

25 

91 

10- 

s 

10.9 

10.0 

Dun  &  Bradstreet/Dec 

DNB 

n 

112-27 

112-69 

103 

43 

104 

26-12 

26.5 

22.9 

Duquesne  Light/Dec 

DQU 

n 

20-11 

20-14 

18% 

16 

84 

11- 

5 

8.1 

8.1 

E-Systems/Dec 

ESY 

n 

45-10 

33-24 

297s 

3 

75 

31- 

1 

20.3 

14.2  1 

Eastern  Air  Lines/Dec 

EAL 

n 

13-  4 

12-  5 

8% 

33 

97 

NM-NM 

NM 

-14.9  ( 

Eastern  Gas  &  Fuel/Dec 

EFU 

n 

29-14 

26-22 

24% 

11 

81 

NM- 

5 

NM 

10.5  1 

Eastman  Kodak/Dec 

EK 

n 

65-40 

62-41 

59% 

32 

97 

37- 

8 

41.0 

18.5 

Eaton/Dec 

ETN 

n 

79-23 

79-50 

71  '/2 

42 

103 

NM- 

6 

10.2 

10.1  1 

lack  Eckerd/Jul 

ECK 

n 

35-17 

32-20 

31% 

8 

79 

19- 

8 

NM 

15.6  ( 

EG&G/Dec 

EGG 

n 

43-15 

43-33 

40'/: 

8 

79 

26-11 

19.6 

17.1  1 

El  Paso  Electric/Dec 

ELPA 

o 

18-  9 

18-13 

17% 

27 

92 

6- 

4 

6.2 

6.4 

Emerson  Electric/Sep 

EMR 

n 

91-38 

91-67 

88  Vi 

24 

91 

15- 

9 

16.2 

15.2 

Emhart/Dec 

EMH 

n 

41-12 

41-26 

40  Va 

41 

103 

11- 

i 

13.9 

12.8 

Engelhard/Dec 

EC 

n 

45-17* 

31-22 

24  Vi 

-18 

60 

25- 

6' 

15.5 

13.2  1 

Enserch/Dec 

ENS 

n 

35-16 

30-18 

19% 

-31 

50 

NM- 

5 

NM 

14.0  ( 

Entex/Jun 

ETX 

n 

24-10 

21-17 

1 8% 

4 

76 

13- 

4 

1 1.3 

8.4  1 

Equitable  Bancorp/Dec 

EBNC 

o 

38-  6 

38-21 

37 

90 

138 

21- 

6 

11.7 

10.2  ( 

Equitable  Resources/Dec 

EQT 

51-13 

51-33 

371/2 

_4 

71 

10- 

4 

8.8 

7.9 

Ethyl/Dec 

EY 

39—  5 

39—18 

36  Va 

95 

142 

17- 

4 

19  8 

14.8 

Ex-Cell-O/Nov 

XLO 

n 

S3  IS 

53-34 

SIVa 

31 

100 

13- 

5 

12.7 

0.0  1 

Exxon/Dec 

XON 

n 

56-25 

56-^8 

54% 

10 

80 

9- 

5 

s  s 

9.0  1 

Far  West  Financial/Dec 

FWF 

n 

61-  6 

61-24 

58% 

128 

166 

NM- 

4 

7.4 

7.3 

Farm  &  Home  Savings/Dec 

FAHS 

0 

28-12* 

28-19 

22% 

-15 

62 

NM- 

2* 

11.7 

9.2 

Farmers  Group/Dec 

FGRP 

o 

91-25 

91-55 

86% 

57 

114 

13- 

7 

16.0 

14.3 

Federal  Express/May 

FDX 

n 

74-21 

74-34 

63 

79 

130 

29- 

11 

24.3 

15.7 

"Range  is  for  less  than  period  indicated.    tDoes  not  include  dividends  in  stock  in  another  company.  NA: 

E:  estimate.    Stock  prices  is  of  Mar.  21,  1986 

not  available  or  not  applicable.    NM:  not  meaningful 
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Earnings    Dividends   —Shares  outstanding — 


net 

rofit 

argin 

latest 
12  months 
EPS 

1985 
EPS 

estimated 
1986 
EPS 

%  change 
'86  vs  '85 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

payout 
ratio 

5-year 
growth 
rate 

common 
stock 
(mil) 

%  held 
bv 

institutions 

0.2% 

$9.00 

$0.92 

$1.19 

29% 

31 

low 

$0.00 

0% 

NA 

25.6 

67% 

9.6 

2.55 

2.55 

2.80 

10 

1 

NM 

1.08 

42 

10% 

10.1 

14 

3.2 

2.92 

2.92 

3.47 

19 

25 

high 

0.84 

29 

10 

97.2 

63 

5.7 

0.99 

0.99 

2.53 

156 

12 

low 

2.00 

202 

2 

40.9 

21 

0.6 

0.36 

0.45 

0.53 

is 

26 

very  low 

1.00 

278 

-19 

67.9 

73 

13.4 

2.76 

2.76 

2.80 

1 

21 

average 

2.02 

73 

6 

30.5 

16 

3.3 

3.92 

6.50 

3.52 

-46 

29 

low 

1.00 

26 

-6 

40.1 

64 

13  6 

2.43 

2.43 

2.81 

16 

12 

very  high 

1.04 

43 

31 

42.8 

47 

7.7 

3.40 

3.40 

3.73 

10 

5 

very  high 

1.14 

34 

6 

6.4 

18 

15.7 

2.33 

2.33 

2.06 

-12 

18 

average 

1.68 

72 

1 

146.6 

22 

NM 

-5.09 

-5.09 

1.30 

NM 

25 

low 

l.OOt 

NM 

-2 

118.1 

35 

5.7 

6.54 

7.42 

8.59 

16 

37 

average 

0.00 

0 

NA 

60.1 

82 

4.2 

2.29 

2.29 

2.75 

20 

9 

average 

0.12 

5 

21 

29.1 

39 

8.4 

1.31 

1.29 

1.56 

21 

21 

average 

0.32 

24 

2 

129.5 

40 

7.8 

3.73 

3.73 

4.11 

10 

10 

very  high 

1.32 

35 

6 

10.1 

25 

11.8 

3.60 

3.60 

3.76 

4 

26 

very  high 

2.84 

79 

7 

90.9 

26 

7.3 

3.88 

3.88 

4.39 

13 

13 

very  high 

1.28 

33 

17 

38.2 

59 

6.9 

2.83 

2.83 

3.08 

9 

12 

average 

0.88 

31 

8 

35.2 

49 

0.5 

0.31 

0.31 

3.57 

NM 

30 

average 

1.80 

NM 

0 

190.2 

49 

13.3 

2.15 

2.15 

2.39 

11 

16 

high 

0.82 

38 

15 

64.5 

31 

18.0 

7.53 

7.53 

4.50 

-40 

1 

NM 

0.27 

4 

0 

7.1 

5 

NM 

-2.64 

-2.58 

0.92 

NM 

29 

very  low 

0.80 

NM 

3 

76.2 

64 

31.6 

4.80 

4.80 

5.38 

12 

4 

average 

1.34 

28 

23 

12.5 

44 

3.8 

4.61 

4.61 

6.01 

30 

32 

average 

3.00 

65 

4 

240.6 

32 

15.1 

3.72 

3.72 

4.07 

9 

24 

high 

2.60 

70 

5 

101.2 

44 

10.6 

3.88 

3.88 

4.49 

16 

18 

very  high 

2.20 

57 

17 

76.0 

65 

19.2 

2.26 

2.26 

2.26 

0 

12 

high 

2.06 

91 

3 

71.5 

15 

4.9 

1.47 

1.47 

2.11 

44 

28 

high 

0.50 

34 

20 

30.0 

47 

0.1 

-0.37 

-0.37 

-0.58 

NM 

15 

very  low 

0.00 

0 

NA 

60.6 

14 

NM 

-1.61 

-1.61 

2.35 

NM 

14 

low 

1.30 

NM 

4 

23.0 

55 

3.1 

1.46 

1.46 

3.23 

121 

23 

low 

2.45 

168 

1 

225.7 

52 

6.3 

7.01 

7.01 

7.11 

1 

19 

average 

1.60 

23 

-8 

32.8 

55 

NM 

-0.73 

-0.22 

2  01 

NM 

14 

average 

1.04 

NM 

5 

35.9 

54 

4.8 

2.07 

2.07 

2.37 

14 

12 

very  high 

0.52 

25 

15 

27.2 

44 

33.3 

2.88 

2.88 

2.79 

-3 

8 

average 

1.52 

53 

4 

34.7 

26 

8.6 

5.46 

5.43 

S  SI 

7 

21 

very  high 

2.76 

51 

9 

72.5 

64 

4.5 

2.90 

2.90 

3.14 

8 

9 

average 

1.40 

48 

7 

27.7 

43 

1.9 

1.58 

1.58 

1.85 

17 

11 

low 

0.72 

46 

10 

26.9 

30 

NM 

-1.12 

-1.12 

1.38 

NM 

21 

very  low 

1.60 

NM 

3 

56.0 

53 

2.8 

1.66 

1.78 

2.23 

25 

9 

low 

1.36 

82 

9 

22.4 

40 

8.1 

3.17 

3.17 

<  63 

1  5 

5 

high 

1.00 

32 

29 

9.0 

30 

11.6 

4.27 

4.27 

4.76 

12 

9 

low 

1.72 

40 

30 

0.0 

37 

5.4 

1.83 

1.83 

2.45 

34 

22 

average 

0.64 

35 

1 1 

62.8 

35 

5.1 

4.05 

4.05 

4.71 

16 

14 

high 

1.72 

42 

3 

14.3 

50 

5.6 

6.46 

6.46 

13 

-5 

38 

low 

3.60 

56 

4 

730.6 

33 

5.6 

7  S9 

7.89 

8.00 

1 

1 

NM 

0.00 

0 

NA 

2.0 

4 

4.7 

1.95 

1.95 

2.50 

28 

1 

NM 

0.50 

26 

NA 

6.9 

0 

18.6 

5.43 

5.43 

6.05 

11 

19 

high 

2.00 

37 

12 

34.4 

60 

5.3 

2.59 

3.03E 

4.02 

33 

15 

average 

0.00 

0 

NA 

50.4 

62 

Sources  William  O'Neil  &  Co  .  '/he  Institutional  Brokers  Estimate  System  (IH/-S).  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  /sys  Corp.;  Forbes 


APRIL  28,  1986 


253 


The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratios- 


-Stock  price- 

.—latest 12  months — 

 price/earnings- 

Ticker 

5-year 

d-month 

price 

relative  to 

5-year 

latest 

1986 

P' 

Company/fiscal  year-end 

symbol 

Exch 

high-low 

high-low 

recent 

change 

market 

high-low 

12  months 

est 

$> 

Fedl  Natl  Mortgage/Dec 

FNM 

n 

33-  6 

33-15 

30 

88% 

137 

NM-13 

57.7 

10  1 

0 

Federated  Dept  Strs/fan 

FDS 

n 

79-32 

79-54 

74% 

33 

97 

15-  5 

12.7 

10.8 

Ol 

Fidelcor/Dec 

FICR 

0 

42-  8 

42-24 

41% 

68 

122 

10-  3 

9.9 

9.6 

q] 

Fifth  Third  Bancorp/Dec 

FITB 

0 

78-15 

78-43 

78 

81 

132 

11-  5 

13.5 

12.2 

2J 

Finl  Corp  of  America/Dec 

FIN 

n 

33-  4 

17-  5 

13% 

96 

143 

NM-  3 

NM 

5.4 

i). 

Fin  Cp  Santa  Barbara/Dec 

FSB 

n 

14-  3 

14-  4 

11 

159 

189 

NM-  6 

18.6 

5.5 

"ol 

Fireman's  Fund/Dec 

FFC 

n 

45-27* 

45-27* 

42  Vi 

54' 

123* 

NA-NA 

NM 

16.5 

oj 

Firestone/Oct 

FIR 

n 

27-  9 

27-18 

25% 

40 

102 

NM-  4 

NM 

12.6 

0. 

First  Alabama  Bcshs/Dec 

FABC 

o 

40-10 

40-25 

37% 

48 

108 

11-  4 

11.4 

10.4 

lj 

First  American/Dec 

FATN 

0 

31-  8 

31-19 

28% 

52 

111 

11-  4 

11.4 

10.0 

1. 

First  Bncp  of  Ohio/Dec 

FBOH 

0 

47-10 

47-25 

45 

78 

130 

10-  4 

11.8 

NA 

1 

First  Bank  System/Dec 

FBS 

n 

57-14 

57-31 

55  Vi 

75 

128 

8-  4 

9.8 

8.8 

0. 

First  Boston/Dec 

FBC 

0 

63-  6 

63-33 

60'/4 

77 

129 

11-  2 

14.2 

13  4 

0. 

First  Capital/Dec 

FCAP 

0 

50-21 

50-28 

49% 

77 

129 

10-  6 

10.3 

8.8 

1. 

First  Chicago/Dec 

FNB 

n 

33-14 

33-20 

31% 

43 

104 

NM-  4 

11.0 

7.3 

0. 

First  Citizens/Dec 

— 

— 

3550-400 

3550-2000 

3550 

56 

115 

11-  3 

11.0 

NA 

0. 

First  City  Bancorp/Dec 

FBT 

n 

41-  8 

16-  8 

8% 

-42 

43 

22-  4 

11.2 

11.0 

0. 

First  Columbia  Finl/Dec 

FCLF 

0 

30-  3 

30-15 

25  </i 

65 

120 

NM-  3 

8.6 

5.0 

0. 

First  Commerce/Dec 

FCOM 

0 

29-14 

29-18 

19Va 

-20 

59 

17-  5 

9  9 

8.3 

0. 

First  Empire  State/Dec 

FEMP 

o 

91-14 

91-48 

84% 

74 

127 

21-  3 

10.2 

9.1 

0. 

First  Executive/Dec 

FEXC 

0 

26-  4 

26-12 

25% 

91 

139 

20-  6 

12.6 

13.7 

0. 

First  Federal  Mich/Dec 

FFOM 

o 

27-  6* 

27-14 

25  Va 

73 

126 

5-  2* 

4.8 

5.5 

0. 

First  Fidelity  Bncp/Dec 

FFB 

n 

34-10 

34-24 

34W 

39 

101 

9-  3 

9.6 

9.0 

1. 

First  Florida  Banks/Dec 

FFBK 

o 

35-  8 

35-23 

34 '/2 

50 

109 

13-  5 

12.6 

11.0 

1. 

First  Hawaiian/Dec 

FHWN 

0 

43-11 

43-28 

39 '/a 

41 

103 

9-  4 

9.7 

9.1 

0. 

First  Interstate/Dec 

I 

n 

65-22 

65-46 

63 

36 

99 

9-  4 

9.2 

8.6 

0. 

First  Jersey  Natl/Dec 

FJNC 

o 

48-12 

48-30 

45% 

44 

105 

11-  3 

10.1 

10.4 

0. 

First  Kentucky  Natl/Dec 

FKYN 

o 

40-  8 

40-27 

39  Vi 

42 

104 

11-  4 

12.7 

11.5 

1. 

First  Maryland  Bncp/Dec 

FMDB 

o 

33-  8 

33-17 

30% 

78 

130 

15-  4 

13.7 

12.4 

0. 

First  National  Cine/Dec 

FNAC 

o 

43-11 

43-26 

41  Vi 

57 

115 

14-  4 

12.5 

11.2 

1. 

First  of  America  Bk/Dec 

FABK 

0 

50-  9 

50-30 

48 

61 

117 

9-  4 

9.2 

9.8 

0. 

First  Pennsylvania/Dec 

FPA 

n 

10-  2 

10-  6 

9% 

35 

98 

NM-32 

NM 

21.0 

0. 

First  RR  &  Banking/Dec 

FRRG 

0 

51-  9 

51-32 

49  Va 

49 

109 

14-  4 

13.6 

12.1 

1. 

First  Security/Dec 

FSCO 

0 

30-14 

30-19 

26'  2 

12 

81 

16-  4 

17.0 

11.8 

0. 

First  Tennessee  Natl/Dec 

FTEN 

0 

31-  8 

31-23 

30% 

29 

94 

10-  4 

11.0 

9.7 

0. 

First  Union/Dec 

FUNC 

o 

55-12 

55-36 

54% 

45 

106 

11-  4 

12.7 

10.7 

1. 

First  Virginia  Banks/Dec 

FVB 

n 

32-  7 

32-21 

30 

39 

101 

11-  4 

11.6 

10.6 

1. 

First  Wachovia/Dec 

FW 

n 

44-11 

44-31 

43 

29 

94 

11-  5 

12.3 

11.3 

1. 

First  Wisconsin/Dec 

FWB 

n 

48-11 

48-26 

47% 

82 

133 

11-  3 

11.3 

10  1 

0. 

FirsTier/Dec 

FRST 

0 

55-21 

55-44 

51% 

8 

79 

9-  4 

S  7 

NA 

0 

Fleet  Financial/Dec 

FLT 

n 

50-10 

50-31 

48:  • 

51 

110 

10-  3 

10.4 

10.0 

1. 

Fleming  Cos/Dec 

FLM 

n 

45-11 

45-34 

43  Va 

10 

80 

15-  6 

15.1 

13.5 

0. 

Florida  Federal  S&L/Jun 

FLFE 

0 

22-13* 

22-15 

16% 

2 

75 

NM-  7* 

NM 

NM 

0. 

Florida  Natl  Banks/Dec 

FNBF 

0 

46-12 

46-34 

44'/: 

29 

94 

17-  4 

6.2 

10.5 

0. 

Florida  Progress/Dec 

FPC 

n 

37-13 

37-24 

36% 

42 

103 

9-  4 

10.2 

10.3 

1. 

Fluor/Oct 

FLR 

n 

51-12 

20-14 

16% 

-9 

66 

NM-  5 

NM 

NM 

0. 

FMC/Dec 

FMC 

n 

90-23 

90-60 

88% 

41 

103 

49-  5 

11.8 

12.3 

0. 

Food  Lion/Dec 

FDLNB 

0 

30-  5 

30-17 

27% 

66 

121 

34-12 

30.8 

NA 

0. 

Ford  Motor/Dec 

F 

n 

82-11 

82^10 

79Va 

83 

133 

NM-  2 

5.8 

6.4 

0. 

"Range  is  for  less  than  period  indicated.    NA:  not  available  or  not  applicable    NM:  not  meaningful.    E:  estimate    Stock  prices  as  of  Mar.  21,  1986. 
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Earnings    Dividends   — Shares  outstanding — 


let 
ofit 

irgin 

latest 
12  months 
EPS 

1985 
EPS 

estimated 
1986 
EPS 

%  change 
'86  vs  '85 
EPS 

number 
of 

analysts 

confidence 
estimate 

1  T*  Ml  £■  »  t 

I11U1  Ldl  CU 

rate 

ratio 

5-year 

1^1  '  1  Will 

rate 

common 
(mil) 

%  held 

hv 

institutions 

0.4% 

$0.52 

$0.52 

$2.96 

469% 

15 

low 

$0.16 

31% 

-9% 

72.9 

72% 

2.9 

5.88 

5.88 

6.93 

18 

25 

high 

2.54 

43 

7 

48.8 

66 

7.4 

4.20 

4.20 

4.34 

3 

10 

very  high 

1.32 

31 

33 

10.7 

47 

4.9 

5.77 

5.77 

6.38 

11 

3 

very  high 

1.80 

31 

12 

7.7 

29 

0.3 

-0.19 

-0.19 

2.54 

NM 

8 

very  low 

0.00 

0 

NA 

35.9 

15 

1.0 

0.59 

0.59 

2.00 

239 

1 

NM 

0.00 

0 

NA 

4.6 

6 

«JM 

-0.67 

-0.67 

2.58 

NM 

16 

low 

0.30 

NM 

NA 

66.2 

13 

<JM 

-0.14 

-0.14 

2.04 

NM 

12 

average 

0.80 

NM 

10 

39.6 

53 

3.4 

3.31 

3.31 

3.64 

10 

9 

very  high 

1.28 

39 

10 

15.5 

42 

8.9 

2.52 

2.52 

2.85 

13 

7 

high 

0.94 

37 

9 

15.9 

23 

2.7 

3.82 

3.82 

NA 

NA 

NA 

NA 

1.50 

39 

28 

7.2 

16 

6.6 

5.68 

5.68 

6.31 

1 1 

25 

high 

1.76 

31 

7 

27.8 

64 

5.3 

4.29 

4.29 

4.52 

5 

8 

average 

1.00 

23 

19 

28.6 

36 

0.2 

4.82 

4.82 

5.60 

16 

1 

NM 

1.50 

31 

4 

4.4 

5 

3.9 

2.84 

2.84 

4.31 

52 

27 

high 

1.32 

46 

3 

51.8 

68 

8.9 

322.45 

322.45 

NA 

NA 

NA 

NA 

10.00 

3 

NA 

0.1 

NA 

2.3 

0.75 

0.75 

0.76 

1 

26 

very  low 

0.10 

13 

-3 

32.5 

24 

2.1 

2.98 

4.30E 

5.05 

17 

2 

NM 

0.00 

0 

NA 

2.5 

25 

7.2 

1.94 

1.94 

2.33 

20 

9 

low 

1.20 

62 

15 

10.9 

13 

8.4 

8.25 

8.25 

9.25 

12 

1 

NM 

1.40 

17 

23 

2.6 

12 

4.3 

2.05 

2.05 

1.88 

-8 

11 

average 

0.00 

0 

NA 

45.8 

36 

4.9 

5.26 

5.26 

4.60 

-13 

4 

low 

0.00 

0 

NA 

10.9 

42 

8.9 

3.58 

3.58 

3.82 

7 

7 

very  high 

1.56 

44 

8 

25.5 

28 

0.6 

2.73 

2.73 

3.14 

15 

4 

low 

0.44 

16 

4 

15.7 

23 

9.1 

4.06 

4.06 

4.35 

7 

1 

NM 

1.60 

39 

1 

6.7 

34 

6.0 

6.84 

6.84 

7.36 

8 

28 

very  high 

2.50 

37 

5 

43.5 

70 

8.9 

4.47 

4.47 

4.37 

-2 

5 

average 

1.80 

40 

8 

7.0 

28 

9.7 

3.12 

3.12 

3.43 

10 

7 

very  high 

1.14 

37 

6 

13.5 

46 

6.1 

2.23 

2.23 

2.46 

10 

8 

high 

0.88 

39 

3 

13.4 

12 

0.8 

3.31 

3.31 

3.68 

11 

2 

NM 

1.48 

45 

4 

10.6 

19 

8.4 

5.19 

5.19 

4.91 

^5 

4 

low 

1.40 

27 

10 

8.2 

32 

3.0 

-0.13 

-0.13 

0.44 

NM 

10 

very  low 

0.00 

0 

NA 

23.2 

9 

9.5 

3.63 

3.63 

4.08 

12 

5 

high 

1.08 

30 

18 

11.0 

10 

3.3 

1.56 

1.56 

2.25 

44 

8 

low 

1.10 

71 

1 

12  1 

42 

7.2 

2.75 

2.75 

3.12 

13 

7 

average 

1.12 

41 

14 

13.8 

41 

0.5 

4.32 

4.32 

5.14 

19 

21 

high 

1.24 

29 

11 

41.1 

36 

1.2 

2.59 

2.59 

2.84 

10 

10 

very  high 

0.92 

36 

12 

15.5 

17 

0.7 

3.51 

3.51 

3.81 

9 

31 

high 

1.00 

28 

NA 

53.3 

9 

6.5 

4.21 

4.21 

4.71 

12 

8 

high 

1.30 

31 

13 

9.3 

36 

5.9 

5.94 

5.94 

NA 

NA 

NA 

NA 

2.20 

37 

6 

2.4 

31 

0.4 
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4.67 

4.84 

4 

16 

high 

1.44 

31 

12 

17.3 

47 

0.8 

2.87 

2.87 

3.20 

11 

13 

high 

1.00 

35 

14 

21.7 

42 

vIM 

-3.50 
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13.63 
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Sources  William  O'Neil  &  Co .  The  Institutional  Brokers  Estimate  System  (IBES),  a  sertice  of  Lynch.  Jones  &  Ryan  via  Micro/Scan  from  Isys  Corp .  Forbes 
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"¥)ure  more  colorful." 

-Mayor  Edward  Koch 


A  smart  magazine  doesn't  keep  the  continued 
support  of  readers  without  taking  a  candid  look  at 
its  image. 

At  U.S.News,  we're  beginning  a  new  term  with 
a  bright  new  look  from  cover  to  cover.  More  color 
photography.  Bolder  graphics.  And  pages  that  orga- 
nize the  news  for  easier  reading. 

When  you  see  the  results,  you'll  know  why 
we're  getting  a  new  vote  of  confidence  from  our 
readers.  And  why  more  and  more  advertisers  are 
running  their  campaigns  in  U.S.News. 


■     ■  ^    I  &  WORLD  REPORT 

US.News 


A  smart  magazine  just  got  brighter. 


The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratios- 
Stock  price^                 ( — latest  12  months —   price/earnings  
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•Range  is  for  less  than  period  indicated.    tDoes  not  include  dividends  in  stock  in  another  company    NA:  not  available  or  not  applicable    NM:  not  meaningful. 

E:  estimate.    Stock  prices  as  of  Mar  21.  1986. 
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Earnings    Dividends   — Shares  outstanding — 
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0.90 

26 

6 

62.3 

48 

14.3 

2.10 

2.10 

2.00 

-5 

18 

low 

1.64 

78 

2 

103.4 

26 
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Sources  William  O'Neil  &  Co .  The  Institutional  Brokers  Estimate  System  (IBES),  a  sen-ice  of  lynch.  Jones  &  Ryan  via  Micro/Scan  from  Isvs  Corp  .  Forbes 
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The  Forbes  500s  on  Wall  Street 


Stock  per 

iormance 

— Stock  price  ratios  

-Stock  price— 

— latest  12  months — 

 price/earnings- 

Ticker 

5-year 

12-month 

price 

relative  to 

5-year 

latest 

1986  pi 

Company/fiscal  year-end 

symbol 

Exch 

high-low 

high-low 

recent 

change 

market 

high-low 

12  months 

est  n 

Harris  Corp/Fun 

HRS 

n 

60-20 

31-22 

29 'A 

4% 

76 

29—  8 

19.3 

18.6 

Harsco/Dec 

HSC 

n 

26-10 

26-17 

26'/. 

46 

106 

18-  5 

12.9 

12.1  01 

Hartford  National/Dec 

HNAT 

0 

44-12 

44-27 

42% 

1 13 

9-  4 

10.3 

y  ?  l. 

Hasbro/Dec 

HAS 

a 

47-  1 

47-27 

46% 

66 

121 

15-  4 

13.2 

11.9  0. 

HJ  Heinz/Apr 

HNZ 

n 

40-  8 

40-23 

36% 

51 

1 10 

19-  6 

17.5 

15.2  1. 

Hercules/Dec 

HPC 

n 

47-17 

47-32 

45  Vi 

39 

102 

18-  6 

19  0 

13.4 

Hershey  Foods/Dec 

HSY 

n 

62-16 

62-39 

60 

45 

105 

15-  6 

16.8 

14.1 

Hewlett-Packard/Oct 

HWP 

n 

48-18 

45-29 

42 

24 

90 

31-12 

22.2 

19.4 

Hibernia/Dec 

HIBC 

0 

26-  9 

26-18 

22% 

6 

78 

9-  4 

8.4 

7.3 

Hilton  Hotels/Dec 

HLT 

n 

74-28 

74-57 

70% 

17 

85 

20-  8 

17.5 

16.2 

Holiday  Corp/Dec 

HIA 

n 

69-22 

69-49 

641* 

25 

91 

27-  6 

12.7 

14.7 

Home  Federal  S&L/Dec 

HFD 

o 

36-12' 

36-18 

?0'- 

35 

99 

25-  4* 

8.6 

6.3  0. 

Home  Group/Dec 

HME 

a 

32-16* 

32-16* 

30  Vi 

61* 

MM  MM- 

IN  ivi — IN  JV1 

MM 

20.9  0 

Homestake  Mining/Dec 

HM 

n 

38-  8 

28-22 

255/s 

_2 

71 

70-17 

54.5 

34.6  4, 

Honeywell/Dec 

HON 

n 

87-30 

87-54 

74 

28 

94 

17-5 

12.0 

10.9  0. 

Horizon  Bancorp/Dec 

HZB 

n 

42-  9 

42-24 

40% 

73 

126 

12-  4 

12.2 

11.0  1. 

George  A  Hormel/Oct 

HRL 

a 

30-  7 

30-16 

28 

67 

122 

15-  5 

13.7 

12.6  0.. 

Hospital  Corp/Dec 

HCA 

n 

57-19 

52-28 

40% 

-13 

63 

25-  9 

12.9 

11.0  0. 

Household  Intl/Dec 

HI 

n 

47-14 

47-33 

45  V* 

25 

91 

13—  5 

12  4 

10.9 

Houston  Industries  Dec 

HOU 

n 

31-17 

31-23 

30% 

31 

96 

16-  5 

6.9 

7.0  0. 

Howard  Savings  Bank/Dec 

HWRD 

0 

42-11' 

42-19 

38'/2 

91 

140 

41-  7* 

13.5 

10.5  0. 

Hughes  Tool/Dec 

HT 

n 

45-10 

16-10 

10;  ■ 

-30 

51 

NM-  4 

NM 

NM  0.' 

Humana/Aug 

HUM 

n 

37-12 

37-26 

29% 

2 

75 

22-1 1 

13.4 

12.4  1. 

Huntington  Bancshs/Dec 

HBAN 

o 

33-  7 

33-19 

32% 

70 

124 

10-  4 

12.2 

NA  0. 

EF  Hutton  Group/Dec 

EFH 

n 

53-18 

44-29 

41% 

1  z 

oz 

ZO —  3 

7C.  A 
ZJ.O 

16.2  0. 

IC  Industries/Dec 

ICX 

n 

48-12 

48-29 

46% 

46 

106 

14-  4 

15.4 

14.3  0. 

ICH/Dec 

ICH 

a 

69-  3 

69^13 

68% 

28 

93 

14—  3 

7.1 

8.7  0. 

Idaho  Power/Dec 

IDA 

n 

26-10 

26-20 

25% 

23 

90 

11—5 

11.7 

10.8  1. 

Illinois  Power/Dec 

rpc 

n 

29-17 

29-21 

28 

13 

82 

8—  4 

8.0 

7.7  I. 

Illinois  Tool  Works/Dec 

rrw 

n 

43-12 

43-27 

41'/2 

21 

88 

29—  7 

33.2 

15.7  1. 

Imperial  Corp  of  Am/Dec 

ICA 

n 

25-  5 

14-  7 

11  % 

33 

97 

NM— 37 

NM 

8.0  0. 

Indiana  National/Dec 

INAT 

0 

42-  8 

42-24 

40 

66 

121 

10-  3 

10.8 

10.1  0. 

Ingersoll-Rand/Dec 

IR 

n 

80-36 

69-45 

68% 

52 

111 

NM—  4 

18.2 

14.1  0. 

Inland  Steel/Dec 

IAD 

n 

36-18 

28-20 

27% 

]  7 

85 

NM—  6 

NM 

19.0  0. 

Intel/Dec 

INTC 

0 

50-10 

32-21 

2T  . 

o 

73 

NM— 13 

NM 

77.9  2 

Interco/Feb 

ISS 

n 

S5-36 

80-61 

78% 

26 

92 

18—  5 

15.3 

12.2  0. 

InterFirst/Dec 

IFC 

n 

32-  8 

12-  8 

7"- 

—If 

CO 

Do 

INM—  4 

Q  7 
O.f 

8.8  0. 

Intergraph/ Dec 

INGR 

o 

41-  4 

41-21 

30% 

2 

74 

45—17 

24  4 

18.2  3. 

IBM  Dec 

IBM 

n 

161-48 

161-117 

149 

18 

86 

15—  8 

14  0 

12.2  1. 

Intl  Flavors  &  Frag/Dec 

IFF 

n 

41-17 

41-27 

37% 

•JO 

97 

z  i —  y 

20  0 

17.1  2. 

Intl  Minerals  &  Chem/fun 

IGL 

n 

52-24 

44-30 

V5  . 

1 A 

—  I** 

AO  * 

1 0  A 

l  a  n 

53.2  0. 

Intl  Multiioods/Feb 

IMC 

n 

43-18 

43-27 

41  : 

49 

i  no 

14—  4 

13  7 

11.4  0. 

International  Paper/Dec 

IP 

n 

65-33 

65-44 

60 

21 

88 

32-  4 

28.2 

18.6 

InterNorth/Dec 

INI 

n 

55-21 

55-^35 

-29 

52 

14-  4 

10.7 

;  o  -  o. 

Iowa-Illinois  G&E/Dec 

IWG 

n 

41-15 

41-28 

40 

39 

101 

9-  5 

9.8 

9.3  0. 

Ipalco  Enterprises/Dei 

IPL 

n 

46-18 

46-32 

41% 

23 

90 

11-  6 

11.0 

10.1  1. 

Irving  Bank/Dec 

V 

n 

54-16 

54-33 

51% 

50 

110 

~-  \ 

8.4 

7.8  0. 

ITT/Dec 

ITT 

n 

48-21 

48-30 

46% 

34 

98 

20-  5 

24.7 

12.4  0. 

IU  International/Dec 

IU 

n 

30-11 

18-11 

17% 

2 

75 

NM-  3 

NM 

15.4  0. 

•Range  is  for  less  than  period  indicated.    NA;  not  available  or  not  applicable.    NM  not  meaningful.    E:  estimate.    Stock  prices  as  of  Mar.  21.  1986 
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FORBES,  APRIL  28, 


Earnings    Dividends   — Shares  outstanding — 


et 

jfit 

rgin 

latest 
12  months 
EPS 

1985 
EPS 

estimated 
1986 
EPS 

%  change 
'86  vs  '85 
EPS 

number 
of 

analysts 

 r  •  i 

confidence 
factor  on 
estimate 

indicated 
rate 

payout 
ratio 

5-year 
growth 
rate 

common 
stock 
(mil) 

%  held 
by 

institutions 

2.6% 

$1.51 

$2.00 

$1.57 

-22% 

23 

low 

$0.88 

58% 

0% 

40.3 

53% 

i.8 

2.03 

2.03 

2.17 

7 

4 

average 

0.92 

45 

3 

29.8 

29 

3.2 

4.15 

4.15 

4.59 

11 

7 

very  high 

1.72 

41 

9 

19.4 

26 

8.0 

3.55 

3.55 

3.92 

10 

9 

average 

0.15 

4 

40 

24.1 

29 

5.8 

2.10 

2.14E 

2.42 

13 

18 

very  high 

0.90 

43 

18 

133.6 

49 

5.1 

2.40 

2.40 

3.40 

42 

26 

average 

1.60 

67 

6 

54.3 

65 

5.6 

3.58 

3.58 

4.27 

19 

15 

very  high 

1.50 

42 

12 

31.3 

24 

7.3 

1.89 

1.91 

2.17 

14 

34 

average 

0.22 

12 

22 

257.5 

46 

D.O 

2.64 

2.64 

3.07 

16 

7 

high 

1.00 

38 

NA 

10.3 

12 

t.6 

4.03 

4.03 

4.36 

8 

21 

average 

1.80 

45 

1 

24.8 

58 

7.8 

5.06 

5.06 

4.36 

-14 

20 

low 

1.16 

23 

8 

25.2 

50 

5.3 

3.53 

3.53 

4.86 

38 

15 

average 

0.20 

6 

NA 

20.7 

87 

[M 

-4.88 

-5.19E 

1.46 

NM 

6 

very  low 

0.00 

0 

NA 

39.4 

50 

7.8 

0.47 

0.47 

0.74 

57 

16 

very  low 

0.20 

43 

-14 

49.4 

25 

i.3 

6.16 

6.16 

6.82 

11 

24 

very  high 

2.00 

32 

4 

45.8 

71 

?.9 

3.35 

3.35 

3  73 

11 

6 

very  high 

1.28 

38 

5 

8.6 

22 

2.4 

2.04 

2.01 

2.23 

11 

6 

high 

0.56 

27 

12 

19.2 

30 

5.8 

3.14 

3.14 

3.68 

17 

38 

high 

0.66 

21 

24 

86.4 

66 

5.2 

3.65 

3.65 

4.15 

NM 

10 

average 

1.81 

50 

2 

51.3 

67 

1.4 

4.42 

4  42 

4.39 

-1 

22 

high 

2.64 

60 

8 

108.5 

50 

1.3 

2.86 

2.86 

3.65 

28 

2 

NM 

0.00 

0 

NA 

5.6 

27 

3.3 

0.07 

0.07 

-0.23 

NM 

26 

very  low 

0.48 

686 

-9 

55.8 

50 

?.5 

2.21 

2.19 

2.38 

9 

37 

very  high 

0.76 

34 

30 

97.4 

50 

3.3 

2.66 

2.66 

NA 

NA 

NA 

NA 

0.84 

32 

11 

18.9 

19 

1.4 

1.63 

1.63 

2.58 

58 

11 

low 

0.88 

54 

8 

31.1 

39 

3.7 

3.04 

3.04 

3.28 

8 

12 

average 

1.44 

47 

7 

51.2 

55 

?.4 

9.58 

9.58 

7.89 

-18 

3 

low 

0.25 

3 

0 

15.7 

6 

3.8 

2.16 

2.16 

2.34 

8 

17 

hi«h 

1.72 

80 

7 

33.9 

18 

3.6 

3.48 

3.48 

3.65 

5 

20 

average 

2.64 

76 

3 

62.8 

39 

5.3 

1.25 

1.25 

2.65 

112 

10 

average 

0.72 

58 

5 

25.2 

63 

IM 

-1.16 

-1.16 

1.44 

NM 

11 

very  low 

0.00 

0 

NA 

14.2 

35 

3.9 

3  69 

3  69 

3.95 

7 

5 

very  high 

1.10 

30 

10 

8.6 

41 

3.0 

3.78 

3.78 

4.86 

29 

20 

average 

2.60 

69 

-8 

19.9 

63 

IM 

-7.37 

-7.37 

1.44 

NM 

14 

very  low 

0.00 

0 

-34 

25.5 

73 

3.1 

0.01 

0.01 

0.35 

NM 

36 

very  low 

0.00 

0 

NA 

116.1 

39 

3.2 

5.15 

5.57E 

6.47 

16 

9 

average 

3.08 

60 

2 

14.3 

63 

2.8 

0.91 

0.91 

0.90 

-1 

26 

low 

0.60 

66 

-17 

67.1 

31 

2.9 

1.25 

1.25 

1.68 

34 

28 

average 

0.00 

0 

NA 

55.4 

51 

3.1 

10.67 

10.67 

12.26 

15 

40 

high 

4.40 

41 

8 

615.4 

51 

3.9 

1.89 

1.89 

2  22 

17 

15 

average 

1.16 

61 

5 

37.1 

46 

14 

2.51 

4.39 

0.66 

NM 

17 

very  low 

1.00 

40 

-1 

27.0 

71 

1.9 

3.02 

3.15E 

3.65 

16 

10 

high 

1.76 

58 

6 

8.2 

42 

2.9 

2.13 

2.13 

3.22 

51 

20 

low 

2.40 

113 

2 

47.9 

56 

2.0 

3.51 

3.51 

3.57 

2 

24 

low 

2.48 

71 

6 

44.7 

51 

3.6 

4.07 

4.07 

4.29 

5 

7 

very  high 

2.90 

71 

5 

13.1 

18 

5.1 

3.81 

3.81 

4.13 

8 

20 

high 

3.04 

80 

6 

18.8 

31 

5.7 

6.14 

6.14 

6.61 

8 

16 

very  high 

2.08 

34 

6 

17.8 

14 

1.5 

1.89 

1.89 

3.75 

98 

17 

low 

1.00 

53 

-23 

140.5 

21 

IM 

-6.43 

-6.43 

1.12 

NM 

14 

low 

0.60 

NM 

-3 

27.1 

45 

Sources  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (I BPS),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  Isys  Corp.;  Forbes 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratios- 


-Stock  price- 

•— latest  12 

months — 

 price/earnings- 

Ticker 

5-year 

d-month 

price 

relative  to 

5-year 

latest 

1986 

n 
1 

Company/fiscal  year-end 

symbol 

Exch 

high-low 

high-low 

recent 

change 

market 

high-low 

12  months 

est 

James  River  Corp  Va/Apr 

JR 

n 

4S-.  9 

45-24 

43% 

75% 

127 

15-  6 

14.6 

10.8 

( 

Jefferson-Pilot/Dec 

IP 

n 

56-15 

56-36 

54 

33 

97 

12-  5 

12.3 

1 1.6 

Jim  Walter/ Aug 

[WC 

n 

60-13 

60-31 

55% 

64 

120 

NM-  5 

10.5 

1 1.5 

I 

Johnson  &  Johnson/Dec 

INI 

n 

56-28 

56-39 

541/4 

33 

97 

20-1 1 

16.1 

16.5 

Johnson  Controls/Sep 

rci 

n 

63-18 

63-39 

60% 

47 

107 

12-  5 

12.6 

12.0 

K  mart/Jan 

KM 

n 

45-15 

45-31 

44 '/k 

32 

96 

26-  7 

25.5 

10.4 

Kaiser  Alum  &  Chem/Dec 

KLU 

n 

28-12 

23-13 

21% 

59 

116 

NM-  4 

NM 

27.0 

Kansas  City  P&L/Dec 

KLT 

n 

27-13 

27-18 

27'/« 

18 

86 

7-  3 

6.2 

8.6 

Kansas  Gas  &  Elec/Dec 

KGE 

n 

21-10 

20-10 

16% 

-13 

64 

7-  4 

7.8 

15.1 

Kansas  Power  &  Light/Dec 

KAN 

n 

47-16 

47-33 

46 

31 

96 

9-  4 

9.3 

9.6 

Kellogg/Dec 

K 

n 

42-  9 

42-23 

40 

62 

118 

16-  6 

17.5 

15.4 

Kemper/Dec 

KEMC 

o 

101-23 

101-50 

97'/: 

93 

141 

27-  4 

17.2 

14.7 

Kentucky  Utilities/Dec 

KU 

n 

36-14 

36-24 

35  Vi 

38 

101 

11-  6 

12.5 

11.3 

Kerr-McGee/Dec 

KMG 

n 

44-23 

36-25 

27 'A 

-12 

64 

33-  6 

10.4 

10.8 

KeyCorp/Dec 

KEY 

0 

31-  5 

31-17 

28% 

63 

119 

10-  4 

10.9 

9.8 

Kidde/Dec 

KDE 

n 

38-17 

38-30 

36'/2 

5 

77 

11-  4 

11.0 

12.5 

Kimberly-Clark/Dec 

KMB 

n 

89-28 

89-48 

83  y. 

73 

126 

12-  6 

14.3 

13.2 

Knight-Ridder  News/Dec 

KRN 

n 

52-14 

52-32 

46% 

29 

94 

19-  9 

21.3 

17.2 

Koppers/Dec 

KOP 

n 

29-11 

29-15 

27% 

48 

108 

NM-10 

NM 

15.6 

1 

Kroger/Dec 

KR 

n 

50-19 

50-40 

46'  , 

16 

84 

14-  4 

11.3 

10.5 

Lear  Siegler/Jun 

LSI 

n 

61-20 

61-46 

58% 

22 

89 

12-  5 

12.3 

13.0 

Leaseway  Transport/Dec 

LTC 

n 

48-24 

40-29 

39 

20 

88 

18-  6 

7.4 

12.6 

• 

Libbey-Owens-Ford/Dec 

LOF 

n 

76-20 

76-42 

75% 

66 

121 

44-  7 

13.2 

13.4 

Life  Investors/Dec 

LINV 

o 

49-17 

49^t3 

48% 

12 

82 

19-10 

13.2 

11.1 

Eli  Lilly/Dec 

LLY 

n 

71-23 

71-38 

68  Vt 

77 

129 

15-  8 

18.5 

16  8 

Limited/Jan 

LTD 

n 

41-  1 

41-18 

37 

93 

141 

44-  7 

30.8 

21.8 

LIN  Broadcasting/Dec 

LINB 

0 

48-  7 

48-26 

45 

69 

123 

28-  9 

32.1 

29.2 

Lincoln  National/Dec 

LNC 

n 

63-17 

6.3-37 

60 

45 

106 

13-  5 

12.3 

11.5 

Litton  Industries/Jul 

LIT 

n 

94-35 

94-66 

84 

22 

89 

13-  5 

11.7 

11.9 

Liz  Claiborne/Dec 

LIZC 

0 

38-  2 

38-17 

34 

52 

140 

22-  7 

24.0 

19.5 

Lockheed/Dec 

LK 

n 

60-  9 

60-43 

58 

18 

86 

11-  6 

9.5 

8.2 

Loews/Dec 

LTR 

n 

69-11 

69-42 

65% 

51 

110 

10-  4 

9.1 

10.3 

Long  Island  Lighting/Dec 

LIL 

n 

18-  4 

12-  6 

WVi 

74 

127 

7-  1 

2.9 

3.9 

Longs  Drug  Stores/Jan 

LDG 

n 

32-12 

32-24 

30  Vi 

16 

85 

18-  9 

17.4 

14.2 

Loral/Mar 

LOR 

n 

45-12 

45-28 

43  Vi 

42 

103 

25-10 

21.2 

16.5 

Louisiana  Bancshares/Dec 

LABS 

o 

19-11 

19-11 

12'/4 

-22 

57 

12-  9 

7.8 

7.2 

Louisiana  Land/Dec 

LLX 

n 

38-20 

38-24 

27  W 

-23 

57 

NM-  5 

71.4 

9.4 

Louisiana-Pacific/Dec 

LPX 

n 

33-12 

30-17 

28% 

43 

104 

NM-11 

40.5 

22.3 

Louisville  Gas  &Elec/Dec 

LOU 

n 

35-16 

35-26 

34% 

24 

90 

12-  5 

10.9 

9.9 

Lowe's  Cos/Jan 

LOW 

n 

41-  6 

41-21 

38% 

44 

105 

30-10 

23.6 

19.1 

LTV/Dec 

LTV 

n 

26-  5 

11-  5 

9% 

-10 

65 

NM-  2 

NM 

15.0 

Lubrizol/Dec 

LZ 

n 

33-14 

31-20 

30% 

41 

103 

19-  8 

20.6 

17.2 

Lucky  Stores/Jan 

LKS 

n 

27-12 

27-19 

26% 

40 

102 

16-  7 

16.0 

114 

Mack  Trucks/Dec 

MACK 

0 

22-  9' 

14-  9 

12% 

2 

74 

NM-  6* 

NM 

17.4 

Macmillan/Dec 

MLL 

n 

44-  6 

44-25 

42 'A 

54 

112 

26-  7 

20.7 

18.5 

RH  Macy/Jul 

MZ 

n 

65-17 

65-41 

64% 

40 

103 

18-  7 

16.2 

14.1 

Mfrs  Hanover/Dec 

MHC 

n 

53-23 

53-34 

52>/s 

44 

105 

6-  3 

6.2 

6.0 

Manufacturers  Natl/Dec 

MNTL 

0 

49-  6 

49-25 

46% 

87 

136 

20-  3 

9.9 

9  1 

Manville/Dec 

OMAN 

n 

26-  4 

9-  5 

7% 

-5 

69 

NM-  2 

NM 

5.9 

"Range  is  for  less  than  period  indicated     NA:  not  available  or  not  applicable.    NM:  not  meaningful     E:  estimate    Stock  prices  as  of  Mar  21.1986 
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FORBES,  APRIL  2i 


Earnings    Dividends   — Shares  outstanding — 


let 

ofit 

irgin 

latest 
12  months 
EPS 

1985 
EPS 

estimated 
1986 
EPS 

%  change 
'86  vs  '85 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

payout 
ratio 

5-year 
growth 
rate 

common 
stock 
(mil) 

%  held 
bv 

7 

institutions 

4.0% 

$3.01 

S3.28E 

$4.06 

24% 

13 

average 

$0.56 

19% 

16% 

33.8 

70% 

2.6 

4.38 

4.38 

4.64 

6 

18 

average 

1.52 

35 

10 

27.9 

51 

5.2 

5.32 

5.11 

4.87 

-5 

13 

average 

1.40 

26 

13 

22.4 

69 

9.6 

3.36 

3.36 

3.29 

-2 

37 

average 

1.30 

39 

10 

182.9 

60 

4.2 

4.83 

4.47 

5.09 

14 

10 

very  high 

2.00 

41 

10 

18.8 

41 

1.0 

1.73 

1.73 

4.26 

146 

28 

high 

1.40 

81 

10 

125.9 

67 

-4.33 

-4.33 

0.81 

NM 

18 

very  low 

0.00 

0 

NA 

44.3 

64 

6.0 

4.41 

4.41 

3.14 

-29 

11 

low 

2.36 

54 

6 

30.9 

26 

3.8 

2.13 

2.13 

1.10 

-48 

13 

low 

1.18 

55 

1 

40 .5 

26 

6.9 

4.94 

4.94 

4.80 

-3 

15 

very  high 

3.16 

64 

8 

17.3 

27 

9.6 

2.28 

2.28 

2.60 

14 

24 

very  high 

1.00 

44 

6 

123.4 

71 

3.2 

5.66 

5.66 

6.65 

18 

12 

low 

1.80 

32 

2 

17.3 

32 

2.2 

2.84 

2.84 

3.14 

11 

13 

high 

2.52 

89 

4 

18.9 

8 

4.1 

2.62 

2.62 

2.53 

-3 

27 

low 

1.10 

42 

1 

49.7 

56 

9.7 

2.61 

2.61 

2.91 

11 

5 

high 

1.00 

38 

11 

25.2 

12 

3.3 

3.31 

3.31 

2.92 

-12 

6 

low 

1.20 

36 

7 

21.3 

80 

6.6 

5.84 

5.84 

6.33 

8 

19 

high 

2.48 

42 

6 

45.8 

56 

7.7 

2.19 

2.19 

2.72 

24 

25 

average 

0.88 

40 

17 

56.3 

47 

m 

-3.72 

-3.72 

1.79 

NM 

6 

average 

0.80 

NM 

-16 

28.6 

53 

1.1 

4.09 

4.09 

4.40 

8 

14 

average 

2.00 

49 

6 

43.7 

38 

3.7 

4.79 

5.51 

4.53 

-18 

15 

very  high 

2.00 

42 

9 

18.4 

55 

4.4 

5.29 

5.29 

3.10 

-41 

12 

average 

1.50 

28 

2 

11.8 

55 

3.9 

5.71 

5.71 

5.63 

-1 

9 

average 

1.40 

25 

3 

13.8 

46 

4.2 

3.69 

3.69 

4.40 

19 

1 

NM 

0.24 

7 

1 

9.3 

1 

5.8 

3.69 

3.69 

4.06 

10 

36 

very  high 

1.80 

49 

14 

139.5 

72 

6.1 

1.20 

1.20 

1.70 

42 

14 

high 

0.24 

20 

65 

119.8 

36 

0.8 

1.40 

1.40 

1.54 

10 

11 

average 

0.00 

0 

NA 

26.5 

74 

4.4 

4.89 

4.89 

5.23 

7 

22 

average 

2.00 

41 

6 

44.2 

53 

5.4 

7  18 

7.27 

7.06 

-3 

17 

high 

0.00 

0 

15 

27.1 

67 

0.9 

1.42 

1.42 

1.75 

23 

8 

very  high 

0.18 

13 

NA 

43.0 

50 

4.2 

6.10 

6.10 

7.09 

16 

33 

very  high 

0.80 

13 

0 

65.2 

74 

8.8 

7.23 

7.23 

6.37 

-12 

5 

very  high 

1.00 

14 

90 

81.5 

39 

5.8 

397 

397 

2.96 

-25 

17 

low 

0.00 

0 

NA 

111.1 

24 

2.5 

1.74 

1.74 

2.13 

22 

12 

average 

0.72 

41 

12 

21.7 

28 

8.1 

2.04 

2.17E 

262 

21 

24 

high 

0.52 

25 

10 

23.6 

61 

8.1 

1.58 

1.58 

1.69 

7 

7 

average 

0.72 

46 

0 

23.0 

13 

0.9 

0.38 

0.38 

2.89 

661 

21 

low 

1.00 

263 

-15 

27  5 

56 

2.0 

0.70 

0.70 

1.27 

81 

18 

low 

0.80 

114 

3 

36.6 

30 

0.3 

3.15 

3.15 

3.47 

10 

12 

average 

2.52 

80 

3 

19.3 

20 

2.9 

1.64 

1.64 

2.03 

24 

22 

average 

0.40 

24 

8 

37.1 

39 

m 

-9.50 

-9.50 

0.64 

NM 

13 

very  low 

0.00 

0 

NA 

88.6 

38 

6.6 

1.49 

1.49 

1.78 

19 

13 

average 

1.16 

78 

4 

39.7 

62 

0.9 

1.67 

1.67 

2.35 

41 

16 

average 

1.16 

69 

0 

51.0 

56 

sIM 

-2.09 

-2.09 

0.74 

NM 

8 

very  low 

0.00 

0 

NA 

29.5 

37 

6.6 

2.04 

2.04 

2.28 

12 

6 

average 

0.60 

29 

24 

22.2 

66 

4.6 

4.00 

3.69 

4.59 

NM 

19 

average 

1.16 

29 

20 

51.5 

60 

4.9 

8.38 

8.38 

8.65 

3 

24 

high 

3.24 

39 

4 

41.3 

65 

7.9 

4.72 

4.72 

5.13 

9 

7 

high 

1.24 

26 

8 

10.7 

36 

<M 

-2.92 

-2.92 

1.25 

-142 

2 

NM 

0.00 

0 

NA 

24.0 

33 

Sources  William  O'Neil  &  Co..  The  Institutional  Hrokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  Isys  Corp .  Forbes 


lPRIL  28,  1986 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratiov 


-Stock  price? — 

— latest  12  months — 

 price/earnings- 

Ticker 

5-year 

12-month 

price 

relative  to 

5-year 

latest 

1986 

P" 

Company/fiscal  year-end 

symbol 

Exch 

high-low 

high-low 

recent 

change 

market 

high-low 

12  months 

est 

M 

Mapco/Dec 

MDA 

n 

41-21 

40-31 

36% 

18% 

86 

15-  6 

[0.2 

8.4 

Marine/Dec 

MCRP 

0 

44-  9 

44-26 

40  W 

56 

1 14 

9-  3 

9  4 

8.8 

01 

Marine  Midland  Banks/Dec 

MM 

n 

50-13 

50-31 

49% 

53 

112 

8-  3 

8.2 

7.9 

OJ 

Marion  Laboratories/Iun 

MKC 

n 

64-  5 

64-27 

63 

131 

169 

62-19 

52.9 

46.3 

6 

Marriott/Dec 

MHS 

n 

143-32 

143-82 

131% 

60 

117 

22-10 

21.2 

18.0 

0 

Marsh  &  McLennan/Dec 

MMC 

n 

108-30 

108-60 

102'/2 

66 

121 

37-  9 

23.0 

17.8 

2 

Marshall  &.  llsley/Dec 

MRIS 

o 

85-19 

85-59 

84 

41 

103 

10-  3 

10.5 

9.4 

Martin  Marietta/Dec 

ML 

n 

44-10 

44-31 

39% 

14 

83 

17-  5 

9.1 

10.9 

0 

Maryland  National/Dec 

MDNT 

o 

45-10 

45-22 

44% 

84 

134 

10-  4 

10.8 

9.4 

0 

Masco/Dec 

MAS 

n 

60-13 

60-29 

56'/: 

91 

139 

22-  7 

22.1 

18.6 

3 

Mattel/Dec 

MAT 

n 

32-  5 

17-11 

12% 

-9 

69 

NM-  4 

12.4 

10.0 

0 

May  Dept  Stores/Jan 

MA 

n 

73-15 

73-^2 

71V* 

57 

115 

13-  5 

13.4 

12.1 

0 

Maytag/Dec 

MYG 

n 

46-11 

46-23 

44% 

90 

139 

16-  8 

16.9 

15.9 

1 

MCA/Dec 

MCA 

n 

55-13 

55-33 

50 

49 

109 

29-  8 

24.8 

16.1 

1 

McDonald's/Dec 

MCD 

n 

98-25 

98-58 

94  Va 

58 

115 

16-  9 

18.9 

16.4 

2 

McDonnell  Douglas/Dec 

MD 

n 

88-23 

88-64 

87% 

13 

83 

12-  5 

10.2 

8.3 

0 

McGraw-Hill/Dec 

MHP 

n 

60-21 

60-40 

577k 

31 

96 

23-11 

19.8 

17.6 

1 

MCI  Communications/Dec 

MCIC 

o 

29-  3 

13-  8 

12% 

50 

109 

54-12 

21.6 

22.4 

1 

McKesson/Mar 

MCK 

n 

59-29 

59-42 

SSVa 

36 

99 

14-  7 

15.0 

14.0 

0 

MCorp/Dec 

MBK 

n 

36-17 

24-18 

18 

-11 

65 

11-  5 

6.0 

6.2 

0 

Mead/Dec 

MEA 

n 

52-14 

52-35 

47% 

31 

96 

NM-  5 

15.8 

12.1 

0 

Mellon  Bank/Dec 

MEL 

n 

70-28 

70-47 

39 

101 

9-  4 

9.5 

9.1 

0 

Melville/Dec 

MES 

n 

64-18 

64-41 

62'/; 

41 

103 

17-  7 

16.0 

13.8 

0 

MeraBank/Dec 

FED 

n 

33-10* 

33-17 

30% 

77 

129 

10-  4* 

7.0 

7.3 

0 

Mercantile  Bancorp/Dec 

MTRC 

o 

35-11 

35-23 

33 

51 

103 

8-  3 

9.5 

8.6 

i 

Mercantile  Bkshs/Dec 

MRBK 

0 

42-  7 

42-23 

39  Va 

68 

123 

13-  4 

13.5 

11.5 

1 

Mercantile  Stores/Jan 

MST 

n 

97-15 

97-55 

97 

72 

126 

15-  5 

14.0 

13.3 

0 

Merchants  National/Dec 

MCHN 

0 

55-  9 

55-31 

51% 

65 

120 

42-  4 

11.2 

10.1 

0 

Merck/Dec 

MRK 

n 

168-64 

168-98 

161% 

54 

113 

18-12 

21.3 

18.5 

3 

Meridian  Bancorp/Dec 

MRDN 

o 

52-19* 

52-29 

46 

57 

114 

12-  5* 

9.8 

9.4 

0 

Merrill  Lynch/Dec 

MER 

n 

57-11 

44-27 

41 V4 

34 

98 

211-  4 

18.2 

16.0 

0 

Mesa  Petroleum/Dec 

MSA 

n 

34-  2 

4-  2 

3 

-11 

65 

22-  1 

1.3 

3.0 

0 

Michigan  National/Dec 

MNCO 

0 

36-10 

36-24 

34% 

41 

103 

NM-  4 

12.9 

10.9 

0 

MidCon/Sep 

MCN 

n 

70-19* 

70-43 

56  Vi 

12 

82 

15-  4* 

12.4 

11.2 

0 

Middle  South  Utils/Dec 

MSU 

n 

17-  8 

15-  8 

\Vh 

-7 

68 

7-  3 

6.2 

6.1 

0 

Midlantic  Banks/Dec 

MIDL 

0 

46-10 

46-28 

45  Vi 

60 

117 

9-  3 

9.4 

9.3 

1 

Minn  Mining  &  Mfg/Dec 

MMM 

n 

108-48 

108-74 

104 

2" 

93 

16-  8 

18.0 

15.5 

: 

Minnesota  Power/Dec 

MPL 

n 

50-15 

50-31 

46 

44 

105 

9-  5 

9.9 

9.7 

1 

Mobil/Dec 

MOB 

n 

15-20 

34-26 

29% 

0 

73 

14-  4 

11.6 

9.4 

0 

Monarch  Capital/Dec" 

MON 

n 

80-17 

80-40 

76 

63 

119 

12-  6 

11.6 

13.6 

0 

Monfort  of  Colorado/ Aug 

MNFT 

o 

36-  4 

36-16 

35  Vi 

97 

144 

16-  2 

8.6 

10.1 

0 

Monsanto/Dec 

MTC 

n 

65-28 

65-41 

62% 

48 

108 

NM-  6 

NM 

14.0 

0 

Montana  Power/Dec 

MTP 

n 

r 

37-21 

35% 

56 

114 

13-  5 

6.7 

9.1 

! 

Moore  Financial/Dec 

MFGI 

o 

33-15 

33-24 

33 

28 

93 

10-  4 

11.0 

9.4 

0 

JP  Morgan/Dec 

1PM 

n 

80-23 

80-44 

76 

67 

122 

8-  5 

9.7 

9.3 

1 

Morrison-Knudsen/Dec 

MRN 

n 

48-16 

48-38 

47% 

25 

91 

12-  4 

12.4 

11.0 

0 

Morton  Thiokol/Jun 

MTI 

n 

41-  9 

41-29 

35% 

18 

86 

14-  7 

8.6 

13.2 

0 

Motorola/Dec 

MOT 

n 

50-16 

46-29 

44V* 

32 

96 

67-  9 

72.5 

27.1 

0 

Murphy  Oil/Dec 

MUR 

n 

40-16 

33-22 

23% 

-22 

57 

15-  4 

10.4 

13.4 

0 

•Range  is  for  less  than  period  indicated.    NA:  not  available  or  not  applicable.    NM:  not  meaningful.    E:  estimate.    Stock  prices  as  of  Mar.  21 .  1986 
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FORBES,  APRIL  28, 


Earnings    Dividends   — Shares  outstanding — 


fit 

;in 

latest 
12  months 
EPS 

1985 
EPS 

est  im  a  t  fd 
1986 
EPS 

°/o  change 
'86  vs  '85 
EPS 

n  ii  m  Kpr 

IIUIII  If  t  1 

of 

analysts 

rnnrinpnro 

factor  on 
estimate 

indicated 
rate 

payout 
ratio 

5~year 
growth 
rate 

common 
stock 
imil) 

10  lit  1U 

by 

institutions 

5% 

$3.60 

$3.60 

$4.37 

21% 

9 

average 

$1.00 

28% 

-18% 

21.3 

54% 

5 

4.26 

4.26 

4.59 

8 

4 

very  high 

1.40 

33 

11 

5.7 

29 

1 

6.06 

6.06 

6.32 

4 

7 

average 

1.80 

30 

12 

19.1 

73 

4 

1.19 

0.94 

1.36 

45 

18 

high 

0.36 

30 

24 

37.0 

46 

9 

6.20 

6.20 

7.32 

18 

19 

very  high 

0.64 

10 

22 

26.2 

40 

9 

4.46 

4.46 

5.75 

29 

19 

average 

2.70 

61 

5 

36.7 

60 

0 

7.99 

7.99 

8.90 

11 

6 

very  high 

2.24 

28 

7 

5.4 

19 

7 

4.36 

4.36 

3.66 

-16 

27 

average 

1.00 

23 

2 

55.2 

51 

3 

4.11 

4.11 

4.73 

15 

12 

high 

1.00 

24 

14 

17.8 

56 

3 

2.56 

2.56 

3.04 

19 

14 

high 

0.64 

25 

16 

64.3 

45 

5 

1.00 

1.00 

1.24 

24 

6 

low 

0.00 

0 

NA 

35.4 

43 

6 

5.38 

S  38 

5.95 

11 

23 

very  high 

2.08 

39 

14 

42.8 

53 

5 

2.65 

2.65 

2.82 

6 

11 

very  high 

1.78 

67 

13 

27.2 

44 

I 

2.02 

2.02 

3.11 

54 

IS 

average 

0.68 

34 

5 

74.9 

60 

7 

4.99 

4.99 

5.73 

15 

25 

very  high 

0.90 

18 

23 

85.6 

64 

0 

8.60 

8.60 

10.54 

23 

29 

average 

2.08 

24 

15 

40.3 

33 

9 

2.92 

2.92 

3.28 

12 

17 

very  high 

1.52 

52 

14 

50.4 

53 

5 

0.59 

0.59 

0.57 

-3 

35 

low 

0.00 

0 

NA 

235.6 

37 

3 

3.88 

3.58E 

4.16 

16 

9 

high 

2.40 

62 

2 

20.4 

49 

0 

3.02 

3.02 

2.89 

-4 

21 

low 

1.40 

46 

-3 

42.4 

18 

4 

3.02 

3.02 

3.92 

30 

18 

average 

1.20 

40 

-14 

31.1 

61 

3 

7.13 

7.13 

7.41 

4 

24 

high 

2.76 

39 

7 

27.1 

58 

4 

3.90 

3.90 

4.54 

16 

14 

high 

1.56 

40 

16 

54.1 

66 

7 

4.40 

4.40 

4.24 

-4 

6 

average 

0.76 

17 

NA 

6.6 

25 

1 

3.49 

3.49 

3.85 

10 

7 

very  high 

1.40 

40 

4 

15.5 

34 

0 

2.90 

2.90 

3.41 

18 

10 

high 

0.96 

33 

10 

12.6 

31 

4 

6.95 

6.95 

7.29 

5 

5 

high 

1.30 

19 

20 

14.7 

33 

6 

4.61 

4.61 

5.12 

11 

3 

average 

1.20 

26 

3 

4.2 

69 

2 

7.58 

7.58 

8.71 

15 

36 

very  high 

3.60 

47 

5 

70.2 

63 

8 

4.68 

4.68 

4.87 

4 

8 

high 

1.80 

38 

NA 

12.3 

34 

2 

2.26 

2.26 

2.57 

14 

12 

average 

0.80 

35 

8 

101.9 

32 

2 

2.40 

2.40 

1.00 

-58 

7 

very  low 

0.20 

8 

8 

65.7 

46 

2 

2.64 

2.64 

3.14 

19 

6 

average 

0.80 

30 

0 

13.2 

21 

1 

4.54 

5.12 

5.03 

-2 

15 

average 

2.44 

54 

24 

38.7 

30 

4 

2.01 

2.01 

2.05 

2 

18 

low 

0.00 

0 

NA 

204.6 

11 

2 

4.82 

4.82 

4.90 

2 

11 

high 

1.24 

26 

8 

20.1 

23 

5 

5.77 

5.77 

6.73 

17 

25 

very  high 

3.60 

62 

4 

114  6 

60 

8 

4.67 

4.67 

4.73 

1 

15 

high 

3.04 

65 

7 

13.7 

11 

9 

2.55 

2.55 

3.16 

24 

37 

low 

2.20 

86 

3 

408.4 

38 

9 

6.53 

6.53 

5.58 

-15 

11 

average 

0.00 

0 

NA 

7.3 

50 

2 

4.13 

3.31 

3.50 

6 

3 

low 

0.45 

11 

0 

4.3 

15 

VI 

-1.67 

-1.67 

4.43 

NM 

29 

low 

2.50 

NM 

6 

76.8 

67 

4 

5.23 

5.23 

3.85 

-26 

20 

low 

2.40 

46 

-1 

22.2 

51 

8 

3.01 

3.01 

3.50 

16 

5 

average 

1.20 

40 

5 

6.9 

24 

7 

7.81 

7.81 

8.18 

5 

29 

high 

2.45 

31 

9 

87.4 

65 

0 

3.85 

3.85 

4.33 

12 

7 

average 

1.48 

38 

6 

10.4 

59 

7 

4.19 

4.01 

2.71 

-32 

21 

high 

0.70 

17 

7 

47.1 

59 

3 

0.61 

0.61 

1.63 

167 

35 

low 

0.64 

105 

6 

119.3 

57 

6 

2.25 

2.25 

1.75 

-22 

15 

very  low 

1.00 

44 

4 

34.5 

46 

mrces:  William  O'Neil  &  Co ,  The  Institutional  Brokers  Estimate  System  (I BBS),  a  seri'ice  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  Isys  Corp .  Forbes 
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The  Forbes  500s  on  Wall  Street 


Stock  per 

ormance 

— Stock  price  ratios — 

-Stock  price- 

—latest 12 

months-^ 

 price/earnings- 

Ticker 

5-year 

d-month 

price 

relative  to 

5-year 

latest 

1986 

Company/fiscal  year-end 

symbol 

Exch 

high-low 

high-low 

recent 

change 

market 

high-low 

12  months 

est 

Nalco  Chemical/Dec 

NLC 

n 

37718 

31-22 

29% 

25% 

91 

24-10 

16.0 

14.4 

Nash  Finch/Dec 

NAFC 

0 

35-14 

35-24 

33  >/2 

43 

104 

13-  6 

14.2 

NA 

National  Bcshs  Texas/Dec 

NBCT 

0 

25-14 

25-16 

19  V. 

10 

81 

14^-  6 

8.5 

7.6 

National  City/Dec 

NCTY 

o 

43-10 

43-26 

42  '/> 

63 

119 

8-  4 

9.4 

8.5 

National  Distillers/Dec 

DR 

n 

44-19 

44-28 

43  '/; 

38 

101 

26-  6 

19.1 

15.4 

National  Gypsum/Dec 

NG 

n 

50-11 

50-25 

49V5 

71 

125 

33-  4 

13.1 

9.1 

National  Intergroup/Dec 

Nil 

n 

38-14 

31-24 

26% 

-5 

69 

NM-  5 

NM 

14  9 

National  Medical/May 

NME 

n 

33-10 

33-19 

24 

-14 

63 

23-  9 

12.3 

10.5 

Natl  Semiconductor/May 

NSM 

n 

20-  4 

15-10 

13% 

24 

90 

NM-1 1 

NM 

23.7 

National  Service/Aug 

NSI 

n 

38-  9 

38-21 

36% 

67 

122 

14—  6 

17.3 

17.9 

Navistar  Intl/Oct 

NAV 

n 

15-  3 

10-  7 

8  '  - 

-10 

66 

NM-  8 

10.3 

9.2 

NBD  Bancorp/Dec 

NBD 

n 

47-10 

47-28 

457s 

56 

114 

8-  3 

9.6 

9.2 

NCNB/Dec 

NCB 

n 

52-12 

52-34 

49% 

35 

98 

10-  4 

10  8 

9.9 

NCR/Dec 

NCR 

n 

47-10 

47-25 

40'/< 

42 

104 

14-  5 

12.8 

11.1 

New  England  Electric/Dec 

NES 

n 

28-10 

28-19 

26V4 

36 

99 

8-  5 

8.4 

8.2 

NY  State  Elec  &  Gas/Dec 

NGE 

n 

32-14 

32-22 

31 

?3 

97 

8-  4 

9.0 

8.6 

New  York  Times/Dec 

NYTA 

-a 

67-  9 

67-38 

60 

41 

103 

18-  7 

20.7 

18.6 

Newmont  Mining/Dec 

NEM 

n 

79-28 

54-^tO 

50% 

16 

85 

NM-13 

NM 

23.3 

Niagara  Mohawk  Power/Dec 

NMK 

n 

23-11 

23-17 

22% 

26 

92 

8-  4 

7.7 

7.7 

Nicor/Dec 

GAS 

n 

41-19 

34-19 

23% 

-21 

58 

NM-  6 

NM 

90 

NL  Industries/Dec 

NL 

n 

49-  9 

16-  9 

14% 

23 

90 

NM-  3 

47.1 

28.8 

Nordstrom/Fan 

NOBE 

0 

60-13 

60-36 

58% 

56 

114 

22-  9 

22.5 

17.5 

Norfolk  Southern/Dec 

NSC 

n 

96-39 

96-62 

94% 

47 

107 

13-  4 

11.9 

11.5 

Norstar  Bancorp/Dec 

NOR 

n 

31-  9 

31-20 

29% 

51 

110 

12-  4 

1 1.8 

10.7 

North  Amer  Philips/Dec 

NPH 

n 

45-15 

45-32 

45% 

16 

85 

14-  4 

16.0 

1 1.8 

Northeast  Bancorp/Dec 

NBIC 

0 

43-11 

43-25 

42 

50 

109 

1 1-  5 

10.5 

10.4 

Northeast  Savings/Mar 

NESA 

0 

27-  6* 

27-  7 

24% 

202 

220 

28-  2* 

5.2 

4.1 

Northeast  Utilities/Dec 

NU 

n 

22-  8 

22-15 

20% 

38 

100 

7-  4 

7.6 

7.8 

No  Indiana  Pub  Svc/Dec 

NI 

n 

16-  8 

13-  8 

11% 

-10 

66 

NM-  6 

10.1 

8.1 

No  States  Power/Dec 

NSP 

n 

63-20 

63-43 

60 

38 

101 

9-  5 

10.1 

9.8 

Northern  Trust/Dec 

NTRS 

93-33 

93-62 

93 

44 

105 

19-  4 

15.0 

13.3 

Northrop/Dec 

NOC 

n 

57-1 1 

57-39 

49% 

14 

83 

NM-  8 

10.6 

10.5 

No'western  Natl  Life/Dec 

NWNL 

o 

37-  9 

37-20 

27<  , 

-22 

^7 

29-  5 

10  1 

99 

Norwest/Dec 

NOB 

n 

40-17 

38-22 

?n  • 

40 

102 

17-  4 

11.4 

9.9 

Nucor/Dec 

NUE 

n 

69-17 

69-32 

67 

96 

143 

26-  9 

16.3 

13  8 

NWA/Dec 

NWA 

n 

60-22 

60-37 

51% 

25 

91 

NM-  8 

16.3 

13.7 

Nynex/Dec 

NYN 

n 

121-59* 

121-77 

117': 

47 

108 

11-  V 

10.8 

10.0 

Occidental  Petroleum/Dec 

OXY 

n 

37-17 

37-23 

24% 

-16 

61 

36-  3 

11.3 

8.6 

Ohio  Edison/Dec 

OEC 

n 

20-  9 

20-14 

18% 

32 

97 

9-  4 

7.7 

7.9 

Oklahoma  Gas  &  Elec/Dec 

OGE 

n 

31-12 

31-22 

29'  ; 

26 

92 

12-  5 

12.8 

10.5 

Old  Kent  Financial/Dec 

OKEN 

o 

40-  7 

40-24 

35% 

48 

108 

10-  4 

9.4 

9.2 

Old  Republic  Intl/Dec 

OLDR 

o 

42-10 

42-27 

41V4 

45 

106 

11-  3 

10.4 

10.4 

Old  Stone/Dec 

OSTN 

o 

45-17 

45-26 

44  Vi 

48 

108 

13-  4 

12.4 

10  1 

Olin/Dec 

OLN 

n 

42-16 

42-29 

39'  i 

28 

94 

NM-  5 

NM 

12.5 

Owens-Corning/Dec 

OCF 

n 

54-15 

54-31 

52  % 

58 

115 

NM-  6 

11.8 

12.6 

Owens-Illinois/Dec 

OI 

n 

73-21 

73-41 

71 

67 

122 

22-  4 

13.6 

12.2 

Paccar/Dec 

PCAR 

0 

60-26 

55-40 

55V4 

21 

88 

34-  6 

13.7 

12.6 

Pacific  First  Finl/Dec 

PFFS 

0 

20-  7* 

20-10 

16 

62 

118 

NM  16- 

NM 

11.1 

Pacific  Gas  &  Elec/Dec 

PCG 

n 

24-10 

24-17 

21 

22 

89 

8  5 

7.9 

7.6 

'Range  is  for  less  than  period  indicated    NA:  not  available  or  not  applicable.    NM:  not  meaningful.    E:  estimate.    Stock  prices  as  of  Mar  21.  1986 
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FORBES,  APRIL  21 


 Earnings  

-Dividends — 

— Shares  outstanding — 

et 

latest 

estimated 

%  change 

number 

confidence 

5-year 

common 

%  held 

□fit 

12  months 

1985 

1986 

'86  vs  '85 

of 

fartnr  on 

iiiliui  'ill 

n  i  inn  1 

|  •  j yuui 

ornu'lh 
gl LI  W  III 

stock 

by 

rgin 

EPS 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

ratio 

rate 

(mil) 

institutions 

0.7% 

$1.87 

$1.87 

$2.08 

11% 

20 

high 

$1.20 

64% 

4% 

39.2 

75% 

0.9 

2.36 

2.36 

NA 

NA 

NA 

NA 

1.01 

43 

44 

5.1 

20 

8.7 

2.33 

2.33 

2.61 

12 

7 

average 

0.78 

33 

3 

10.9 

6 

8.3 

4.54 

4.54 

4.98 

10 

17 

average 

1.50 

50 

1 

21.3 

56 

3.9 

2.28 

2.28 

2.82 

24 

8 

low 

2.20 

96 

0 

30.4 

41 

6.5 

3.79 

3.79 

5.41 

43 

8 

average 

1.52 

40 

8 

22.8 

21 

JM 

-1.44 

-1.44 

1.80 

NM 

15 

very  low 

0.25 

NM 

-45 

23.0 

52 

5.5 

1.95 

2.05E 

2.28 

11 

21 

average 

0.56 

29 

16 

78.4 

47 

JM 

-1.10 

-1.36E 

0.58 

NM 

26 

very  low 

0.00 

0 

NA 

89.6 

61 

5.7 

2.13 

2.06 

2.33 

13 

6 

very  high 

0.82 

40 

11 

32.8 

40 

3.0 

0.84 

-3.67 

0.94 

NM 

12 

very  low 

0.00 

0 

NA 

63.3 

24 

7.8 

4.80 

4.80 

4.96 

3 

13 

very  high 

1.40 

29 

6 

24.6 

47 

8.7 

4.60 

4.60 

5.05 

10 

24 

very  high 

1.52 

33 

14 

36.5 

22 

7.3 

3.15 

3.15 

3.64 

16 

25 

high 

0.92 

29 

13 

97.9 

63 

1.4 

3.15 

3.15 

3.25 

3 

20 

high 

1.92 

61 

8 

52.8 

9 

6.8 

3.46 

3.46 

3.59 

4 

17 

high 

2.56 

74 

10 

54.0 

29 

8.3 

2.90 

2.90 

3.22 

11 

17 

very  high 

0.60 

21 

13 

40.5 

48 

JM 

-1.20 

-1.20 

2.18 

NM 

18 

very  low 

1.00 

NM 

-17 

30.3 

41 

5.3 

2.88 

2.88 

2.86 

-1 

16 

average 

2.08 

72 

6 

126.9 

26 

JM 

-5.69 

-5.69 

2.65 

NM 

15 

average 

1.80 

NM 

2 

28.2 

20 

1.5 

0.30 

0.30 

0.49 

63 

18 

low 

0.20 

67 

-38 

62.3 

55 

3.8 

2.61 

2.61 

3.35 

28 

21 

average 

0.52 

20 

21 

18.6 

43 

3.1 

7  95 

7.95 

8.24 

4 

23 

very  high 

3.40 

43 

8 

63.0 

57 

0.5 

2.54 

2.54 

2.78 

9 

10 

very  high 

1.28 

50 

6 

34.4 

22 

1.9 

2.82 

2.82 

3.85 

37 

3 

very  high 

1.00 

35 

5 

28.9 

81 

0.8 

3.99 

3.99 

4.03 

1 

2 

NM 

1.40 

35 

5 

7.1 

12 

6.3 

4.81 

6.90E 

6.00 

-13 

1 

NM 

0.00 

0 

NA 

5.1 

12 

3.9 

2.72 

2.72 

2.66 

-2 

18 

high 

1.68 

62 

7 

107.3 

29 

5.6 

1.10 

1.10 

1.37 

25 

22 

low 

0.00 

0 

1 

73.0 

45 

1.1 

5.93 

5.93 

6.11 

3 

25 

very  high 

3.52 

59 

8 

31.3 

30 

4.6 

6.20 

6.20 

6.99 

13 

5 

low 

2.72 

44 

1 

5.0 

41 

4.2 

4.63 

4.63 

4.67 

1 

26 

low 

1.20 

26 

18 

46.3 

36 

2.2 

2.69 

2.69 

2.80 

4 

8 

average 

0.80 

30 

4 

9.3 

68 

4.3 

3.20 

3.20 

3.67 

15 

27 

average 

1.80 

56 

3 

29.8 

72 

7.7 

4.1  i 

4.11 

4.86 

18 

11 

average 

0.44 

11 

15 

14.3 

48 

2.8 

3.18 

3.18 

3.79 

19 

26 

low 

0.90 

28 

3 

21.8 

71 

0.6 

10.85 

10.85 

11.76 

8 

33 

very  high 

6.96 

64 

NA 

101.1 

35 

3.1 

2.20 

2.20 

2.88 

31 

18 

very  low 

2.50 

114 

0 

11 1.0 

44 

1.1 

2.45 

2.45 

2.38 

-3 

20 

average 

1.92 

78 

2 

137.1 

15 

0.0 

2.30 

2.30 

2.80 

22 

24 

average 

2.08 

90 

4 

42.3 

34 

1.3 

3.82 

3.82 

3.88 

2 

6 

average 

1.10 

29 

11 

1 1.7 

32 

8.6 

4.02 

1.92E 

4.03 

110 

2 

NM 

0.74 

18 

3 

13.9 

53 

6.5 

3.58 

3.58 

4.42 

23 

3 

average 

2.08 

58 

3 

4.0 

4 

JM 

-7.19 

-7.19 

3.16 

NM 

12 

low 

1.50 

NM 

7 

23.0 

67 

4.0 

4.42 

4.42 

4.16 

-6 

17 

average 

1.40 

32 

4 

29.8 

58 

4.2 

5.23 

5.23 

5.80 

11 

12 

average 

1.80 

34 

2 

30.1 

58 

3.9 

4.02 

4.02 

4.39 

9 

11 

low 

2.40 

60 

18 

18.1 

34 

JM 

-0.90 

-0.90 

1.44 

NM 

4 

very  low 

0.00 

0 

NA 

7.5 

28 

2.2 

2.65 

2.65 

2.78 

5 

23 

high 

1.84 

69 

8 

337.3 

33 

Sources  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  HUES),  a  service  of  lynch.  Jones  &  Ryan  via  Micro/Scan  from  ls\  s  Corp  ,  Forkes 
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WHERE  DO  THE 
GREATEST  MINDS 
OF  THE  20TH  CENTURY 
COLLECT . . .  AND 
WHY? 

OMNI  Magazine  is  a  mecca  for  the  greatest  minds  of  this  century.  Every 
month,  OMNI  offers  a  compelling  look  at  the  works  and  dreams  of  the  most 
prodigious  thinkers  of  our  time.  That's  why  nearly  five  million  thinkers  leaders 
and  innovators  read  OMNI  to  gain  a  competitive  edge  on  the  future. 

For  reaching  the  business  leaders  of  today  and  tomorrow,  OMNI  is  more 
cost-efficient  than  many  of  the  business  magazines  including  Business  Week, 
Fortune,  Inc.,  Money  and  U.S.  News.  In  addition  to  its  competitive  edge  in 
the  business  category,  OMNI  reaches  an  unduplicated  audience  of 
extremely  well  educated  young  professionals  who  are  receptive  to 
corporate  and  recruitment  advertising  in  a  variety  of  high  technology  and 

business  careers 

For  information  on  corporate  and  recruitment  advertising  in  OMNI,  contact 
Kathy  Keeton,  President  of  OMNI,  at  (212)  496-6100. 

onnrui 

THE  SHAPE  OF  THINGS  TO  OOME 


Each  ol  the  nine  visionaries  pictured  has  presided  over  a  change  in  man  s  very  destiny     ond  has 
revealed  the  process  and  the  rewards  of  o  "big  ided'  in  the  pages  ol  OMNI  Magazine 


The  Forbes  500s  on  Wall  Street 


Stock  performance 

»   I  iii   .  1    1    '  m (tntnc  

<li„    L      r*rw    ..  ...illf 

Stock  price— 

 a* uvi\  pi  1    v  1  auui  

Company/fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high-low 

ii  l1IIln t it 
i  z-monin 

high-low 

recent 

price 
change 

relative  to 
market 

5-year  latest 
high-low  12  months 

1986 
est 

1 

Pirifir  1  iohtitip/Dpr 

PLT 

n 

58-22 

58-39 

52  V* 

2 1  % 

88 

14—  4 

13.8 

9.7 

Pacific  Resources/Dec 

PRI 

0 

14-  6 

13-  8 

12 

55 

1  1 1 

NM-  8 

10.6 

1  n  a 

1  U.4 

Pacific  Telesis/Dec 

PAC 

n 

94-51* 

94-68 

90 

Zo 

yo 

10-  7* 

9  9 

Q  A 
7  .4 

PacifiCorp/Dec 

PPW 

n 

35-16 

35-27 

33  Vb 

LL 

ftO 

9-  5 

9  6 

Q  Q 
O.O 

Paine  Webber  Group/Sep 

PWJ 

n 

61-  9 

45-25 

41% 

7 

7ft 

r  0 

50-  4 

20.3 

1  7  7 

If./ 

Pan  Am/Dec 

PN 

n 

10-  2 

10-  4 

8'/4 

7  A 

1  T  7 

NM-21 

19.6 

1  m  1 

1  Uo .  1 

Panhandle  Eastern/Dec 

PEL 

n 

45-21 

42-32 

34 '/2 

—10 

65 

13-  4 

1 2  2 

12.5 

Parker-Hannifin/Jun 

PH 

n 

46-15 

46-28 

45  Vi 

AX 

1  nc 

32—  6 

15  7 

1  A  A 
1  4.0 

Payless  Cashways/Nov 

PCI 

n 

35-  8 

23-14 

21% 

Q 

70 

31-10 

19.3 

ICO 

I  D.o 

Penn  Central/Dec 

PC 

n 

59-20 

59-45 

55  Vi 

O 

7 

w.n 

oil 

NM-  4 

20. 1 

1  4.4 

Pennbancorp/Dec 

PNBA 

0 

53-  9 

53-24 

48  % 

1  nn 

1  A7 
14/ 

17-  5 

16.0 

M  A 
IN  A 

fC  Penney/Ian 

(CP 

n 

68-25 

68-45 

66 

AC\ 

IUZ 

13-  5 

12.4 

1  n  ft 
1  U.o 

Pennsylvania  P&L/Dec 

PPL 

n 

33-15 

33-24 

32 '/s 

21 

88 

11—4 

12  0 

1 1 .7 

Pemuoil/Dec 

PZL 

n 

91-24R 

91-38 

57 

1 7 

GA 
00 

18-  8R 

26.0 

1  a  n 
1  o.u 

Peoples  Bancorp/Dec 

PEOP 

0 

57-13 

57-31 

56 

f  0 

1  TO 

1  Ly 

15-3 

14.8 

1  ^  /i 

Peoples  Energy/Sep 

PGL 

n 

24-  7* 

24-15 

23 

00 

1  n  1 
1  u  1 

9-  4* 

9.7 

0  0 
y.y 

PepsiCo/Dec 

PEP 

n 

86-30 

86-48 

80% 

40 
*+v 

1  no 
1  uv 

23-  9 

13.9 

I  D.J 

Perkin-Elmer/ful 

PKN 

n 

38-17 

37-22 

31% 

Zo 

01 

70 

33-11 

17.8 

1  ft  1 

Perpetual  American  Bk/Oct 

PASB 

o 

35-  7* 

35-13 

33  'A 

156 

187 

22—  8* 

12  8 

13.1 

Petrie  Stores/(an 

PST 

n 

30-  9 

30-17 

30 

on 
oU 

loZ 

20-  7 

19  2 

i/i/i 

14.4 

Pfizer/Dec 

PFE 

n 

60-20 

60-40 

58% 

Or 

19—10 

1 7  1 

Id.  1 

PHH  Group/ Apr 

PHH 

n 

47-17 

41-29 

36% 

1  O 

Q  7 

O  f 

21—  8 

1  T  /I 

lz.4 

Phibro-Salomon/Dec 

PSB 

n 

58-10* 

58-34 

56% 

A  O 

1  no 

iuy 

26-  5* 

14.9 

n  n 

iz.y 

Philadelphia  Elec/Dec 

PE 

n 

21-  9 

21-14 

19'/b 

T  T 

LL 

on 
ay 

8-  3 

7.5 

7.8 

Philip  Morris/Dec 

MO 

n 

63-22 

63-36 

59 

59 

94 

12—  7 

1  1  A 

9.8 

Phillips  Petroleum/Dec 

P 

n 

19-  8 

15-  9 

10 

t  t 

—LL 

c  7 

1 1—  j 

A  O 
0.  y 

y.  1 

Piedmont  Aviation/Dec 

PIE 

n 

42-18 

42-28 

41% 

1A 

o4 

QQ 

yo 

1 0—  D 

1  n  7 

1U.  / 

in  i 
lU.z 

Pillsbury/May 

PSY 

n 

72-17 

72-45 

68  lh 

a  n 
4U 

1  m 
lUz 

1  ^  A 
1  3—  O 

1  o.z 

io.L 

Pioneer  Hi-Bred  Intl/Aug 

PHYB 

0 

42-18 

42-30 

41  Va 

1  A 

o4 

25-  8 

13.3 

1  z.4 

Pitney  Bowes/Dec 

PBI 

n 

57-11 

57-36 

56% 

43 

105 

17-  5 

14.9 

13.4 

Pittston/Dec 

PCO 

n 

35-  9 

15-10 

14% 

37 

100 

MM  IS 

IN  jvi —  1 0 

MM 

35.4 

PNC  Financial/Dec 

PNCF 

0 

47-  8 

47-25 

447/s 

82 

133 

Q  1 

7—  a 

1  1  A 

10.4 

Polaroid/Dec 

PRD 

n 

73-17 

73-27 

64  V4 

115 

157 

MM    1  1 
In  I VI—  1  1 

ca  n 

26.5 

Portland  General/Dec 

PGN 

n 

29-11 

29-18 

26% 

47 

107 

O  A 
y—  *r 

ft  C. 

O.J 

10.3 

Potomac  Electric/Dec 

POM 

n 

41-12 

41-27 

38'/« 

33 

97 

10-  6 

10.7 

10.3 

PPG  Industries/Dec 

PPG 

n 

66-15 

66-35 

65  V* 

75 

127 

14-  5 

14.4 

ITT 

IL.L 

Premier  Industrial/May 

PRE 

n 

34-11 

34-19 

33% 

48 

108 

ia  in 

Z4 — 1U 

tc.  1 

ZD.  1 

18.3 

Price  Co/Aug 

PCLB 

0 

45-  2 

45-20 

44  Vi 

58 

115 

6.7  \  a 

/in  1 
4U.  i 

32.7 

Primark/Dec 

PMK 

n 

28-  7* 

28-18 

27V& 

47 

107 

1  r>—  4 

1  n  t 

9.4 

Prime  Computer/Dec 

PRM 

n 

33-10 

28-15 

1AV» 

58 

1 15 

/IT  11 

4Z— 1  1 

in  1 

zU.  I 

16.8 

Procter  &  Gamble/fun 

PG 

n 

77-34 

77-50 

74 

35 

98 

1  "7  O 
1  1—  O 

1  7  0 

1  f  .7 

17.2 

Provident  Life  &  Acc/Dec 

PACC 

0 

33-  9 

33-22 

31% 

32 

96 

in  c 

10.2 

PSFS/Dec 

PSFS 

13-  7* 

13-  8 

11% 

33 

97 

NM-  3* 

19.4 

7.4 

Public  Service  Colo/Dec 

PSR 

24-13 

24-19 

21% 

4 

76 

12  6 

11.8 

10.6 

Public  Service  Ind/Dec 

PIN 

28-  7 

12-  7 

10% 

43 

105 

11-  2 

6.5 

8.5 

Public  Service  NH/Dec 

PNH 

n 

20-  4 

11-  4 

10% 

139 

174 

7-  1 

4.3 

4.0 

Public  Service  NM/Dec 

PNM 

n 

35-20 

35-25 

34'/8 

35 

99 

10-  5 

10.3 

10.5 

Public  Service  E&G/Dec 

PEG 

n 

38-17 

38-27 

36% 

33 

97 

9-  5 

9.2 

9.2 

Puget  Sound  P&L/Dec 

PSD 

n 

22-  9 

22-13 

21% 

52 

111 

10-  4 

10.4 

10.4 

"Range  is  for  less  than  period  indicated.    MA:  not  available  or  not  applicable.    NM:  not  meaningful.    E:  estimate.    Stock  prices  as  of  Mar  21,  1986 
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FORBES,  APRIL  28 


Earnings    Dividends   — Shares  outstanding — 


t 

fit 
gin 

latest 
12  months 
EPS 

1985 
EPS 

estimated 
1986 
EPS 

%  change 
'86  vs  '85 
EPS 

number 
of 

analysts 

confidence 

laLiur  uil 

estimate 

•  A- 

indicated 
rate 

payout 
ratio 

5-year 
growth 
rate 

common 
stock 
(mil) 

%  held 
Dy 

institutions 

.1% 

$3.80 

$3.80 

$5.41 

42% 

21 

high 

$3.48 

92% 

10% 

40.2 

42% 

.6 

1.13 

1.13 

1.15 

2 

2 

NM 

0.00 

0 

NA 

14.3 

9 

.9 

9.08 

9.08 

9.54 

5 

35 

high 

5.72 

63 

NA 

107.4 

41 

.5 

3.44 

3.44 

3.78 

10 

24 

average 

2.40 

70 

-9 

65.9 

30 

.1 

2.04 

1.70 

2.34 

38 

7 

average 

0.60 

29 

18 

20.6 

38 

.4 

0.42 

0.42 

0.08 

-81 

19 

very  low 

0.00 

0 

NA 

133.6 

24 

.3 

2.83 

2.83 

2.75 

-3 

21 

low 

2.30 

81 

2 

44.8 

64 

.3 

2.90 

3.06 

3.11 

2 

16 

high 

1.12 

39 

9 

27.8 

64 

.7 

1.12 

1.12 

1.37 

22 

19 

average 

0.16 

14 

19 

34.6 

50 

.4 

2.76 

2.76 

3.86 

40 

4 

average 

0.00 

0 

NA 

40.3 

71 

.5 

3.07 

3.07 

NA 

NA 

NA 

NA 

1.20 

39 

NA 

8.7 

33 

.9 

5.31 

5.31 

6.13 

15 

26 

high 

2.36 

44 

7 

74.5 

56 

.7 

2.68 

2.68 

2.75 

3 

20 

high 

2.56 

96 

3 

74.5 

17 

.1 

2.20 

2.20 

3.58 

63 

25 

low 

2.20 

100 

0 

41.4 

46 

.6 

3.78 

3.78 

4.19 

11 

4 

average 

1.00 

26 

0 

3.8 

8 

.1 

2.38 

2.34 

2.33 

0 

11 

high 

1.32 

55 

-14 

32.3 

36 

.7 

5.83 

5.83 

5.21 

-11 

21 

very  high 

1.78 

31 

4 

87.7 

60 

.1 

1.78 

1.84 

1.75 

-5 

27 

average 

0.60 

34 

4 

44.5 

61 

.3 

2.60 

2.41 

2.53 

5 

3 

very  high 

0.00 

0 

NA 

6.8 

5 

8 

1.56 

1.56 

2.09 

34 

7 

high 

0.70 

45 

4 

46.6 

38 

.4 

3.44 

3.44 

3.90 

13 

35 

very  high 

1.64 

48 

17 

163.9 

57 

.0 

2.65 

2.64E 

2.96 

12 

8 

average 

1.00 

38 

12 

15.9 

61 

.0 

3.78 

3.78 

4.37 

16 

12 

average 

0.64 

17 

4 

148.2 

55 

.4 

2.56 

2.56 

2.44 

-5 

20 

average 

2.20 

86 

3 

177.7 

17 

.3 

5.24 

5.24 

6.10 

16 

27 

very  high 

2.30 

44 

19 

238.7 

59 

.7 

1.44 

1.44 

1.10 

-24 

35 

very  low 

1.00 

69 

6 

227.1 

55 

.4 

3.89 

3.89 

4.10 

5 

24 

average 

0.32 

8 

6 

16.8 

53 

6 

4.24 

4.55E 

5.20 

14 

19 

very  high 

1.72 

41 

12 

43.5 

49 

i 

3.11 

3.21 

3.33 

4 

12 

average 

1.04 

33 

14 

31.9 

39 

.2 

3.80 

3.80 

4.23 

11 

13 

very  high 

1.32 

35 

11 

37.8 

62 

.0 

0.01 

0.01 

0.42 

NM 

11 

very  low 

0.00 

0 

NA 

37.9 

57 

.5 

3.88 

3.88 

4.30 

11 

20 

very  high 

1.32 

34 

16 

47.6 

53 

8 

1.19 

1.19 

2.42 

103 

22 

low 

1.00 

84 

0 

31.0 

68 

.3 

3.12 

3.12 

2.57 

-18 

12 

average 

1.90 

61 

2 

45.7 

16 

.0 

3.59 

3.59 

3.73 

4 

25 

very  high 

2.36 

66 

8 

47.0 

18 

.0 

4.54 

4.54 

5.33 

17 

16 

average 

1.76 

39 

9 

59.3 

50 

.1 

1.33 

1.49E 

1.82 

22 

6 

high 

0.40 

30 

11 

29.6 

18 

.4 

1.11 

1.02 

1.36 

33 

16 

high 

0.00 

0 

NA 

45.8 

49 

.7 

2.65 

2.65 

2.89 

9 

10 

high 

1.10 

42 

29 

19.6 

41 

.5 

1.20 

1.20 

1.44 

20 

31 

high 

0.00 

0 

NA 

47.6 

50 

.9 

4.13 

3.80 

4.29 

13 

20 

high 

2.60 

63 

2 

167.8 

46 

.4 

3.34 

3.34 

3.11 

-7 

11 

average 

0.76 

23 

7 

37.4 

48 

.2 

0.60 

0.60 

1.57 

162 

9 

very  low 

0.20 

33 

NA 

35.1 

53 

.3 

1.81 

1.81 

2.01 

1  ] 

25 

average 

2.00 

110 

4 

52.3 

25 

.1 

1.66 

1.66 

1.26 

-24 

18 

low 

0.00 

0 

NA 

53.9 

46 

.7 

2.50 

2.50 

2.67 

7 

6 

high 

0.00 

0 

NA 

37.2 

16 

.5 

3.30 

3.30 

3.24 

-2 

15 

average 

2.92 

88 

2 

38.0 

18 

.4 

3.96 

3.96 

3.96 

0 

25 

very  high 

2.84 

72 

4 

131.7 

27 

.6 

2.07 

2.07 

2.08 

0 

12 

high 

1.76 

85 

-5 

50.0 

19 

ources:  William  O'Neil  &  Co.:  The  Institutional  Brokers  Estimate  System  f/BFS),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  from  Isvs  Corp.:  Forbes 


"RIL  28,  1986 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ration- 
Stock  price                 ' — latest  12  months —   price/earnings  


Ticker 

5-year 

12-month 

price 

relative  to 

5-year 

latest 

1986  J 

Company/fiscal  year-end 

symbol 

Exch 

high-low 

high-low 

recent 

change 

market 

high-low 

12  months 

est 

Quaker  Oats/Jun 

OAT 

n 

70-46 

70-42 

685/s 

56% 

114 

24— 

5 

17.3 

15.9 

Questar/Dec 

STR 

n 

35-12 

34-25 

29'  . 

-14 

63 

13— 

5 

9.1 

9.4 

Rainier  Bancorp/Dec 

RBAN 

0 

42-  9 

42-24 

40 

64 

120 

1 I— 

4 

12.3 

10.8 

Ralston  Purina/Sep 

RAL 

n 

64-10 

64-39 

60% 

45 

106 

23— 

6 

13.8 

16.2 

Raychem/Jun 

RYC 

n 

135-37 

135-56 

127% 

121 

161 

29— 

0 

34.7 

21.0 

Raytheon/Dec 

RTN 

n 

65-28 

65-44 

59 

32 

96 

17- 

7 

12.8 

11.3 

RCA/Dec 

RCA 

n 

64-16 

64-40 

625/s 

53 

111 

NM- 

8 

15.5 

14.2 

Republic  Airlines/Dec 

RAI 

n 

16-  3 

16-  6 

16 

167 

195 

NM- 

1 

8.9 

7.3 

Republic  New  York/Dec 

RNB 

n 

41-15 

41-27 

41'/g 

50 

110 

9- 

4 

10.3 

9.3 

RepublicBank/Dec 

RPT 

n 

38-22 

35-28 

30;  . 

2 

74 

9— 

4 

6.4 

6.3 

Revco  DS/May 

RDS 

n 

38-14 

35-23 

34% 

42 

103 

3  7 
Of  — 

Q 

43.4 

16.1 

Revlon  Group/|uI 

PPR 

n 

15-  2 

15-  5 

15% 

210 

226 

NM- 

7 

NM 

31.5 

R|  Reynolds  Inds/Dec 

RJR 

n 

45-15 

45-25 

425/8 

25 

91 

9— 

5 

11.8 

10.6 

Reynolds  Metals/Dec 

RLM 

n 

53-19 

53-30 

51% 

42 

104 

NM— 

4 

NM 

14.1 

Riggs  National/Dec 

RIGS 

0 

35-  9 

35-19 

33 

77 

129 

13- 

5 

12.7 

11.5 

Rite  Aid/Feb 

RAD 

n 

34-  8 

32-22 

30% 

-1 

72 

20- 

9 

20.0 

15.9 

Roadway  Services/Dec 

ROAD 

0 

45-15 

45-25 

39V5 

41 

103 

1  0 

o 

20.8 

16.3 

AH  Robins/Dec 

QRAH 

n 

29-  6 

23-  6 

14% 

-34 

48 

NM- 

3 

5.7 

4.7 

Rochester  Gas  &  Elec/Dec 

RGS 

n 

28-10 

28-19 

27  Vi 

36 

99 

7— 

3 

7.7 

7.3 

Rockwell  Intl/Sep 

ROK 

n 

46-12 

46-31 

42 

18 

86 

15- 

6 

10.8 

9.8 

Rohm  &  Haas/Dec 

ROH 

n 

106-23 

106-56 

104% 

72 

125 

16- 

7 

17.4 

15.2 

Rubbermaid/Dec 

RBD 

n 

39-  7 

39-22 

38  V* 

65 

120 

24— 

9 

24.2 

20.9 

Ryder  System/Dec 

RDR 

n 

42-11 

42-22 

41% 

72 

126 

ID— 

O 

16.1 

13.9 

Safeco/Dec 

SAFC 

0 

60-15 

60-34 

57% 

59 

116 

16- 

12.2 

12.9 

Safeway  Stores/Dec 

SA 

n 

41-12 

41-29 

3616 

12 

82 

1 1- 

6 

9.5 

10.0 

Saga  lun 

SGA 

n 

40-  6 

31-21 

2"! 

-X 

67 

20- 

6 

15.9 

13.1 

St  Paul  Cos/Dec 

STPL 

o 

108-36 

108-53 

103  Va 

"1 

125 

NM- 

4 

22.0 

15.9 

San  Diego  Gas  &  Elec/Dec 

SDO 

n 

34-11 

34-23 

31% 

32 

96 

9- 

4 

9.7 

9.5 

Santa  Fe  Southern/Dec 

SFX 

n 

40-20' 

40-25 

37% 

43 

104 

I  J— 

5 

14.1 

13.0 

Sara  Lee/Jun 

SLE 

n 

61-13 

61-37 

59% 

57 

114 

13— 

15.3 

14.7 

Scana/Dec 

SCG 

n 

33-13 

33-23 

32% 

38 

101 

10- 

6 

1 1.5 

10.7 

Schering-Plough/Dec 

SGP 

n 

67-25 

67-39 

65 

60 

117 

18- 

8 

17.2 

15.4 

Scott  Paper/Dec 

SPP 

n 

63-14 

63-35 

60% 

66 

121 

15- 

5 

13.4 

11.3 

Sea-Land/Dec 

SLN 

n 

28-15* 

25-18 

22% 

-5 

69 

13- 

4* 

37.1 

21  3 

Sears,  Roebuck/Dec 

S 

n 

48-16 

48-32 

46 

34 

98 

14- 

7 

13.0 

11.3 

Security  Pacific/Dec 

SPC 

n 

39-10 

39-25 

38  Vi 

38 

101 

8- 

3 

8.9 

1 

Service  Merchandise/Dec 

SMCH 

o 

27-  5 

16-11 

14% 

11 

81 

45- 

5 

44.1 

9.2 

Shared  Medical  Sys/Dec 

SMED 

o 

44-13 

40-26 

36'/s 

20 

88 

44-16 

21.8 

18.2 

Shawmut/Dec 

SHAS 

0 

50-13 

50-30 

49  Va 

56 

114 

8- 

4 

9.5 

8.7 

Sherwin-Williams/Dec 

SHW 

n 

29-  4 

29-16 

75 

128. 

15- 

4 

17.7 

8.7 

Shoney's/Oct 

SHON 

0 

32-  7 

32-24 

32'  . 

16 

84 

24-11 

23.9 

21.4 

Singer/Dec 

SMF 

n 

52-11 

52-33 

51% 

47 

108 

NM- 

6 

11.9 

11.9 

SmithKline  Beckman/Dec 

SKB 

n 

90-50 

90-59 

88% 

4! 

103 

19- 

S 

13.5 

12.6 

Snap-on  Tools/Dec 

SNA 

n 

51-17 

51-33 

50% 

46 

107 

19- 

8 

17.4 

15  1 

Society/Dec 

SOCI 

0 

65-14 

65-40 

64  % 

62 

118 

10- 

4 

10.7 

9.9 

Society  for  Savings/Dec 

SOCS 

0 

22-  5 

22-  6 

21  % 

204 

222 

16- 

5 

23.4 

5.7 

Sonat/Dec 

SNT 

n 

43-20 

43-28 

30% 

-24 

55 

NM- 

4 

NM 

11.7 

South  Carolina  Natl/Dec 

SCNC 

o 

50-11 

50-27 

471  - 

45 

106 

16- 

5 

16.0 

11.7 

Southeast  Banking/Dec 

STB 

n 

42-13 

42-26 

42  Va 

52 

111 

12- 

5 

12.4 

10.6 

■I  tricar ; 


'Range  i: ■  !"<    less  than  period  indicated.    NA:  not  available  or  not  applicable    NM:  not  meaningful.    E:  estimate    Stock  prices  as  of  Mar.  21.  1986 
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FORBES,  APRIL  2! 


■Earnings    Dividends   — Shares  outstanding — 


et 

>fit 

rgin 

latest 

1  'J  tti nn f  n*. 

1  —  llHMllll** 

EPS 

1985 
EPS 

estimated 
1986 
EPS 

%  change 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

payout 
ratio 

5-year 
growth 
rate 

common 
stock 
(mil) 

%  held 

hi; 

by 

institutions 

i.6% 

$3.97 

$3.76 

$4.32 

15% 

26 

very  high 

$1.40 

35% 

11% 

39.5 

9.6 

3.20 

3.20 

3.10 

-3 

13 

low 

1.72 

54 

11 

17.8 

25 

5.0 

3.26 

3.26 

3.69 

13 

22 

high 

1.08 

33 

10 

20.3 

49 

5.2 

4.40 

3.15 

3.75 

19 

24 

average 

1.10 

25 

9 

76.3 

52 

5.2 

3.68 

2.84 

6.08 

114 

10 

low 

0.44 

12 

0 

11.0 

79 

5.9 

4.60 

4.60 

5.23 

14 

32 

very  high 

1.60 

35 

5 

77.7 

59 

U 

4.04 

4.04 

4.41 

9 

16 

average 

1.04 

26 

-7 

90.1 

47 

1,0 

1.80 

1.80 

2.19 

22 

21 

low 

0.00 

0 

NA 

33.6 

26 

).8 

3.99 

3.99 

4.44 

11 

4 

average 

1.12 

28 

11 

25.9 

29 

5.7 

4.72 

4.72 

4.77 

1 

28 

average 

1.64 

35 

5 

27.4 

49 

L.I 

0.80 

1.73E 

2.16 

25 

15 

average 

0.80 

100 

17 

32.3 

72 

M 

-0.69 

-0.30 

0.48 

NM 

3 

very  low 

0.00 

0 

NA 

39.6 

32 

'A 

3.60 

3.60 

4.03 

12 

30 

very  high 

1.48 

41 

8 

250.6 

43 

M 

-13.92 

-13.92 

3.65 

NM 

22 

low 

1.00 

NM 

-20 

21.8 

65 

5.6 

2.59 

2.59 

2.88 

11 

5 

high 

1.10 

42 

5 

12.0 

15 

Li 

1.54 

1.67E 

1.94 

16 

19 

high 

0.58 

38 

24 

41.3 

47 

1.8 

1.90 

1.90 

2.43 

28 

21 

average 

1.10 

58 

14 

39.9 

50 

$.7 

2.53 

2.53 

3.05 

21 

8 

low 

0.00 

0 

NA 

24.2 

64 

1.6 

3.58 

3.58 

3.75 

5 

6 

high 

2.20 

61 

9 

28.5 

23 

1.9 

3.90 

4.00 

4.27 

7 

23 

high 

1.12 

29 

11 

149.4 

59 

5.9 

6.02 

6.02 

6.88 

14 

23 

average 

2.20 

37 

13 

23.0 

45 

5.5 

1.58 

1.58 

1.83 

16 

13 

very  high 

0.48 

30 

13 

36.2 

40 

1.3 

2.60 

2.60 

3.00 

15 

18 

high 

0.66 

25 

5 

47.8 

77 

'.9 

4.74 

4.74 

4.46 

-6 

27 

average 

1.60 

34 

12 

33.6 

68 

1.2 

3.83 

3.83 

3.64 

-5 

18 

average 

1.70 

44 

6 

60.8 

55 

1.7 

1.73 

2.18 

2.10 

-4 

13 

average 

0.52 

30 

24 

12.6 

53 

5.5 

4.70 

4.70 

6.51 

39 

23 

low 

3.00 

64 

7 

20.1 

77 

1.7 

3.25 

3.25 

3.31 

2 

19 

high 

2.24 

69 

8 

55.8 

28 

7.3 

2.67 

2.67 

2.90 

9 

21 

average 

1.00 

37 

NA 

169.7 

42 

1.7 

3.86 

3.61 

4.01 

11 

26 

very  high 

1.60 

41 

10 

54.2 

43 

).2 

2.82 

2.82 

3.03 

7 

18 

high 

2.24 

79 

4 

40.3 

32 

).0 

3.77 

3.77 

4.23 

12 

34 

very  high 

1.80 

48 

0 

51.7 

61 

5.6 

4.52 

4.52 

5.35 

18 

19 

average 

1.24 

27 

5 

36.3 

60 

).9 

0.61 

0.61 

1.06 

74 

4 

very  low 

0.48 

79 

NA 

23.3 

31 

5.0 

3.53 

3.53 

4  OS 

16 

26 

average 

1.76 

50 

8 

362.9 

48 

5.8 

4.35 

4.35 

4.75 

9 

30 

very  high 

1.34 

31 

7 

76.5 

55 

).4 

0.32 

0.32 

1.54 

381 

14 

low 

0.08 

25 

3 

33.3 

47 

5.4 

1.66 

1.66 

1.98 

19 

25 

very  high 

0.60 

36 

29 

25.0 

59 

7.9 

5.17 

5.17 

5.63 

9 

6 

very  high 

1.84 

36 

13 

11.9 

40 

5.4 

1.62 

1.62 

1.65 

2 

10 

low 

0.50 

31 

23 

46.1 

47 

5.9 

1.35 

1.30 

1.51 

16 

24 

very  high 

0.18 

13 

14 

28.5 

43 

5.4 

4.30 

4.30 

4.30 

0 

12 

average 

0.40 

9 

29 

17.3 

58 

5.8 

6.56 

6.56 

7.01 

7 

34 

very  high 

3.00 

46 

7 

77.3 

67 

).  1 

2.92 

2.92 

3.37 

15 

13 

high 

1.16 

40 

s 

20.5 

47 

7.9 

6.01 

6.10 

6.51 

7 

9 

low 

1.92 

32 

9 

11.1 

36 

1.9 

0.91 

0.91 

1.85 

103 

1 

NM 

0.00 

0 

NA 

9.5 

6 

M 

-1.48 

-1.48 

2.65 

NM 

25 

low 

2.00 

NM 

21 

40.5 

50 

7.2 

2.97 

2.97 

4  06 

37 

7 

high 

0.96 

32 

6 

10.6 

50 

5.9 

3.40 

3.40 

3.98 

17 

19 

average 

1.20 

35 

5 

16.7 

53 

iources  William  O'Neil  &  Co .  The  Institutional  Brokers  Estimate  System  (I  BUS),  a  service  of  Lynch.  Jones  &  Ryan  via  Micro/Scan  from  ls\'s  Corp .  Forbes 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratios- 
Stock  price                 — latest  12  months —   price/earnings  


Ticker 

5-year 

12-month 

price 

relative  to 

5-year 

latest 

1986 

j 

Company/fiscal  year-end 

symbol 

Exch 

high-low 

high-low 

recent 

change 

market 

high-low 

12  months 

est 

So  Calif  Edison/Dec 

SCE 

n 

31-J2 

31-23 

30 

23% 

90 

9-  5 

9.2 

8.9 

Southern  Company/Dec 

SO 

n 

24-11 

24-19 

22% 

16 

85 

8-  5 

7.1 

7.1 

So  New  England  Tel/Dec 

SNG 

n 

49-17 

49-37 

47'/s 

17 

85 

12-  5 

12.4 

10.5 

Southland/Dec 

SLC 

n 

50-16 

50-29 

48 '/s 

52 

111 

17-  6 

10.9 

10.2 

Southmark/[un 

SM 

n 

14-  3 

14-  6 

13% 

120 

161 

22-  3 

6.9 

6.0 

SouthTrust/Dec 

SOTR 

0 

22-  4 

22-14 

21% 

41 

103 

11-  3 

1 1.0 

9.6 

Southwest  Airlines/Dec 

LUV 

n 

35-10 

31-20 

21V4 

-12 

64 

26-  7 

13.8 

10.9 

Southwestern  Bell/Dec 

SBC 

n 

95-55* 

95-73 

91 

23 

90 

9-  6* 

9.1 

8.8 

Southwestern  Pub  Svc/Aug 

SPS 

n 

31-11 

31-20 

283/i 

37 

95 

10-  6 

1 1.2 

10.8 

Sovran  Financial/Dec 

SOVN 

0 

36-11 

36-23 

35% 

35 

99 

10-  4 

10.1 

10.0 

Sperry/Mar 

SY 

n 

60-21 

59-46 

50 

-2 

72 

NM-  5 

72.5 

8.8 

Square  D/Dec 

SQD 

n 

50-22 

50-35 

48 

29 

94 

19-  6 

15.9 

12.7 

Squibb/Dec 

SQB 

n 

98-27 

98-53 

94  Vi 

65 

121 

20-10 

22.4 

19.0 

Staley  Continental/Sep 

STA 

n 

34-15 

28-19 

28'/g 

38 

101 

NM-  3 

NM 

15.4 

Standard  Oil/Dec 

SRD 

n 

59-27 

56-42 

43% 

-4 

73 

43-  3 

33.3 

8.6 

Stanley  Works/Dec 

SWK 

n 

43-13 

43-27 

42V4 

51 

110 

19-  7 

15.0 

13.4 

State  Street  Boston/Dec 

STBK 

0 

52-  5 

52-25 

49 

88 

138 

13-  3 

15.3 

14.0 

Sterling  Drug/Dec 

STY 

n 

45-19 

45-30 

43% 

41 

103 

23-  9 

23.8 

15.6 

JP  Stevens/Oct 

STN 

n 

37-12 

37-17 

36% 

112 

154 

25-  8 

NM 

12.1 

Stop  &  Shop  Cos/Jan 

SHP 

n 

63-  7 

52-34 

433/4 

-3 

71 

13-  3 

19.9 

11.5 

Student  Loan/Dec 

SLM 

0 

46-21* 

46-25 

44% 

69 

124 

21-1 1* 

18.3 

15.1 

Subaru  of  America/Oct 

SBRU 

n 

225-22 

225-132 

202 

51 

110 

17-  5 

14.9 

13.0 

Sumitomo  Bank  Cal/Dec 

SUMI 

o 

23-  9 

23-14 

22 

S7 

115 

9-  4 

10.2 

NA 

Sun  Company/Dec 

SUN 

n 

60-27 

56-42 

48V4 

-3 

71 

13-  3 

10.3 

12.1 

Sundstrand/Dec 

SNS 

n 

64-23 

64-40 

63  Vi 

46 

106 

21-  5 

15.8 

13.7 

SunTrust  Banks/Dec 

STI 

n 

44-31* 

44-31* 

43  Va 

19* 

95* 

12-  9* 

12.9 

10.7 

Sunwest  Financial/Dec 

SFSI 

o 

59-16 

59-38 

58 

51 

110 

10-  4 

10.7 

10.6 

Super  Food  Services/Aug 

SFS 

a 

25-  3 

25-13 

24% 

77 

129 

18-  6 

18.2 

16.3 

Super  Valu  Stores/Feb 

SVU 

n 

26-  7 

26-15 

23  Vk 

54 

112 

19-  9 

18.6 

15.4 

Supermarkets  General/fan 

SGL 

n 

58-  8 

58-36 

56% 

48 

108 

14-  5 

15.8 

14.2 

Sysco/(un 

SYY 

n 

30-  8 

30-16 

28  Va 

69 

123 

23-11 

22.2 

20.6 

Tambrands/Dec 

TMB 

o 

106-28 

106-66 

104V< 

56 

114 

16-  8 

18.5 

16.7 

Tandem  Computers/Sep 

TNDM 

0 

40-13 

27-13 

23  Vi 

10 

80 

58-13 

30.9 

21.2 

Tandy/Jun 

TAN 

n 

65-23 

45-29 

43  Va 

28 

94 

25-  9 

18.8 

15.6 

TECO  Energy/Dec 

TE 

n 

40-18 

40-28 

38% 

28 

94 

10-  5 

10.8 

10.1 

Tecumseh  Products/Dec 

TECU 

0 

125-53 

125-100 

124V5 

20 

88 

12-  5 

11.3 

10.0 

Tektronix/May 

TEK 

n 

87-34 

66-47 

59  '/4 

2 

75 

24-  8 

17.4 

14.3 

Tele-Communications/Dec 

TCOMA 

o 

50-  7 

50-23 

48% 

89 

138 

NM 

-0.5 

Teledyne/Dec 

TDY 

n 

368-70 

368-227 

360 

45 

106 

16-  4 

7.7 

15.1 

Telex/Mar 

TC 

n 

68-  4 

68-37 

57% 

41 

103 

19-  5 

12.5 

10.5 

Temple-Inland/Dec 

TIN 

n 

56-25* 

56-32 

53'/2 

61 

117 

14-  7* 

15.3 

13.0 

Tenneco/Dec 

TGT 

n 

50-23 

45-35 

37% 

-12 

64 

55-  4 

50.3 

10.5 

Tesoro  Petroleum/Sep 

TSO 

n 

25-  8 

14-  8 

12!/8 

_2 

72 

NM-  3 

NM 

NM 

Texaco/Dec 

TX 

n 

48-26 

41-26 

2^ 

-r 

60 

37-  4 

5.7 

8.0 

Texas  Air/Dec 

TEX 

a 

31-  4 

31-10 

28  Va 

172 

199 

NM-  4 

11.3 

111 

Texas  American  Bcshs/Dec 

TXA 

n 

46-22 

35-22 

IAVa 

-27 

54 

13-  5 

10.1 

9.2 

Texas  Commerce  Bcshs/Dec 

TCB 

n 

48-19 

37-19 

IWa 

-36 

47 

19-  5 

13.1 

7.8 

Texas  Eastern/Dec 

TET 

n 

41-19 

41-29 

32% 

-3 

71 

51-  5 

43.5 

10.7 

Texas  Instruments/Dec 

TXN 

n 

176-71 

130-86 

124 

10 

80 

34-  8 

NM 

36.7 

[  'Range  is  for  less  than  period  indicated.  NA:  not  available  or  not  applicable  NM:  not  meaningful.  E:  estimate.  Stock  prices  as  of  Mar  21 .  1986 
I  
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FORBES,  APRIL  28 


Earnings    Dividends   — Shares  outstanding — 


et 

)fit 

rgin 

latest 
12  months 
EPS 

1985 
EPS 

estimated 
1986 
EPS 

%  change 
'86  vs  '85 
EPS 

number 
of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

payout 
ratio 

growth 
rate 

common 
stock 
(mil) 

%  held 
by 

institutions 

5.0% 

$3.26 

$3.26 

$3.36 

3% 

28 

very  high 

$2.16 

66% 

9% 

216.7 

47% 

1.1 

3.20 

3.20 

3.23 

1 

24 

high 

2.04 

64 

5 

268.9 

27 

).2 

1  XI 

3.81 

4.47 

17 

17 

high 

2.80 

73 

6 

30.2 

21 

1.7 

4.41 

4.41 

4.71 

7 

14 

average 

1.12 

25 

16 

47.6 

47 

'A 

2.00 

1.88 

2.30 

22 

1 

NM 

0.24 

12 

67 

38.5 

21 

).9 

1.99 

1.99 

2.27 

14 

5 

very  high 

0.68 

34 

11 

22.5 

17 

'.0 

1.54 

1.54 

1.95 

27 

27 

low 

0.13 

8 

0 

32.3 

69 

1.6 

10.00 

10.00 

10.30 

3 

33 

very  high 

6.00 

60 

NA 

99.6 

38 

1.6 

2.56 

2.72 

2.66 

-2 

16 

high 

2.02 

79 

8 

40.9 

16 

!.9 

3.50 

3.50 

3.55 

1 

20 

high 

1.28 

37 

7 

25.7 

22 

).7 

0.69 

5.05E 

5.66 

12 

18 

average 

1.92 

278 

0 

57.4 

60 

5.5 

3.02 

3.02 

3.79 

25 

13 

high 

1.84 

61 

1 

28.9 

63 

.1 

4.20 

4.20 

4.95 

18 

36 

very  high 

1.76 

42 

9 

53.5 

68 

).3 

0.29 

0.19 

1.83 

863 

15 

low 

0.80 

276 

2 

28.7 

47 

..4 

1.31 

1.31 

5.09 

289 

32 

low 

2.80 

214 

4 

234.6 

22 

>.5 

2.85 

2.85 

3.18 

12 

16 

very  high 

1.04 

36 

9 

27.9 

37 

).l 

3.20 

3.20 

3.51 

10 

12 

high 

0.64 

20 

14 

17.0 

49 

>.3 

1.83 

1.83 

2.80 

53 

34 

very  high 

1.20 

66 

5 

59.5 

63 

M 

-0.99 

-0.89 

3.04 

NM 

7 

low 

1.20 

NM 

0 

17.5 

61 

).8 

2.20 

2.20 

3.81 

73 

11 

average 

1.10 

50 

23 

13.8 

K6 

2.45 

2.45 

2.97 

21 

10 

high 

0.24 

10 

NA 

41.2 

40 

>.o 

13.55 

12.55 

15.57 

24 

10 

high 

2.28 

17 

48 

6.2 

35 

k3 

2.16 

2.16 

NA 

NA 

NA 

NA 

1.16 

54 

7 

6.1 

3 

1.8 

4.72 

4.72 

4.01 

-15 

29 

low 

3.00 

64 

3 

108.6 

44 

>.8 

4.02 

4.02 

4.63 

15 

13 

high 

1.80 

45 

1 

18.7 

56 

>.2 

3.34 

3.34 

4.06 

22 

25 

high 

1.20 

36 

NA 

49.8 

33 

K6 

5.40 

5.40 

5.46 

1 

5 

high 

1.76 

33 

14 

4.5 

11 

1.7 

1.36 

1.32 

1.52 

15 

6 

average 

0.26 

19 

16 

6.7 

47 

.2 

1.27 

1.30E 

1.53 

18 

18 

very  high 

0.38 

30 

12 

74.3 

50 

.2 

3.56 

3.56 

3.98 

12 

12 

very  high 

0.48 

13 

12 

18.0 

52 

.9 

1.27 

1.18 

1.37 

16 

15 

very  high 

0.24 

19 

18 

43.8 

54 

L8 

5.62 

5.62 

6.25 

11 

15 

very  high 

3.40 

60 

6 

11.1 

60 

i.O 

0.76 

0.82 

1.11 

35 

23 

average 

0.00 

0 

NA 

41.6 

67 

>.5 

2.30 

2.11 

2.78 

32 

29 

average 

0.00 

0 

NA 

89.3 

53 

.1 

3.58 

3.58 

3.84 

7 

21 

high 

2.36 

66 

8 

28.2 

38 

'.2 

10.98 

10.98 

12.50 

14 

1 

NM 

4.20 

38 

18 

5.5 

41 

1.9 

3.41 

2.84E 

4.14 

46 

18 

low 

1.00 

29 

5 

19.8 

69 

.8 

0.22 

0.22 

NA 

NA 

NA 

NA 

0.00 

0 

NA 

47.7 

63 

.6 

46.66 

46.66 

23.81 

-49 

8 

low 

0.00 

0 

NA 

11.7 

23 

).0 

4.58 

4.72E 

5.49 

16 

11 

high 

0.00 

0 

NA 

14.5 

60 

5.8 

3.50 

3.50 

4.10 

17 

12 

average 

0.72 

21 

NA 

24.2 

56 

.1 

0.75 

0.75 

3.59 

379 

30 

low 

3.04 

405 

4 

146.8 

47 

M 

-7.93 

-7.01 

-0.25 

NM 

3 

very  low 

0.40 

NM 

3 

13.7 

45 

..7 

5.11 

5.11 

3.62 

-29 

35 

very  low 

3.00 

59 

1 

238  9 

41 

L5 

2.49 

2.49 

2.55 

2 

10 

very  low 

0.00 

0 

NA 

19.9 

44 

kO 

2.40 

2.40 

2.63 

10 

9 

average 

1.52 

63 

6 

10.9 

34 

t.7 

1.62 

1.62 

2.71 

67 

30 

low 

1.56 

96 

12 

32.8 

55 

17 

0.75 

0.75 

.3.05 

307 

26 

low 

2.20 

293 

4 

53.3 

48 

M 

-4.76 

-4.76 

3.38 

NM 

37 

very  low 

2.00 

NM 

0 

25  2 

76 

iources  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch.  Jones  &  Ryan  via  Micro/Scan  from  Isys  Corp .  Forbes 
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The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratios- 
Stock  price                 . — latest  12  months —   price/earnings  


Company/fiscal  year-end 

Ticker 
■  'iiiifil 

SI  IIIUIJI 

Exch 

5-year 
high-low 

12-month 
high-low 

recent  c 

price 
hange 

relative  to 
market 

5-year 
high-low 

latest 
12  months 

1986  | 

est  1 

Texas  Utilities/Dec 

1  AU 

n 

35— 1 7 

35—26 

33  '/i 

20% 

88 

7—  5 

7  6 

7  4 

Toy  ir/in    1  i, 

i  ex  iron  ucL 

TXT 

62-17 

62-40 

60 

32 

96 

17-  6 

10.0 

10.1  ( 

i niiu  l\ Jiiofiji ■  i  -H  i. 

TDAT 

o 

31-  6 

31-18 

30% 

67 

122 

1 1-  4 

1 1 .6 

10.3 

T"  U  r  i  \  t  \     1     ,    n,     A  1 1  a 

inrmy  ^.orp'/\ug 

TFD 

30-  4 

30-18 

28  V* 

38 

101 

24-  6 

17.4 

15.8 

Time  Inc/Oec 

TL 

78-25 

76-48 

69 

32 

96 

24-  8 

21.9 

18.9 

Times  Mirror/ Dec 

TMC 

62-18 

62-44 

6li/4 

26 

92 

19-  9 

17.6 

17.0 

loledo  Lciison/uec 

Ten 

25—13 

25— 1 7 

24% 

36 

99 

7—  4 

7  0 

7  5 

1    iKUd    1  (UMLUip/  L/Ct 

TTCO 

48-12 

48-29 

44% 

57 

115 

1 1-  4 

12.5 

11.1 

Trir*  ■  m  »r">  a  rlf  T  "le/ ■ 
lUlLIlIIlalK  /  I'LL 

TMK 

34-  5 

34—18 

32'/2 

51 

1 10 

14-  6 

14.8 

13.2 

TOS 

28-  1 

5-  1 

3 

71 

125 

NM-  1 

10.3 

5.2 

Tnwc  "R"  I  Tc/Tan 

TOY 

41-  6 

41-30 

38 

26 

92 

39-14 

27.3 

20.9 

Tfa n c  Wnrl H  A  i r  1 1  n fs/Hpr 

IldHS    ffUIIU  r\  I 1  1 1 1 1 C  ?> '  L-/L  L 

TWA 

23-  7' 

23-12 

18'/s 

49 

109 

NM-45" 

NM 

NM 

Transam erica /Dec 

TA 

40— 1 7 

40—27 

37'/i 

28 

94 

17—6 

1  7  2 

1 1 .0 

1  7  ^ 

1  Z.D 

Tran  ci*n  F  n  prov  /  Dpf* 

61-21 

61^12 

541/2 

8 

79 

56-  4 

12.6 

13.1 

Tran^nhin  Finl/Dpc 

1  1  lIII*wMIw   X  1111/  1      '  L 

TFC 

18-  3 

18-  9 

18 

50 

109 

NM-  4 

8.0 

6.0 

TVan* world  rnm/Hpr 

TW 

48-24' 

48-32 

46% 

36 

100 

NM-  5* 

8.3 

15.4 

Travelers /Dec 

TIC 

n» 

60-17 

60-40 

57% 

40 

102 

20-  4 

13.8 

10.9 

Trianplp  InHii-strip's/Opp 

TRI 

23-  3 

23-  4 

22% 

121 

163 

NM-  8 

6.8 

15.7 

Triknno  11, 

i  nDune/  L/ec 

TP  R 

n 

A7  1A* 

O  / — Z4- 

A  7  2% 

O  /  — Oo 

Oj  /8 

C7 

D  / 

1  1  ^ 

i  1 D 

1  y —  1  u 

7 1  ^ 

Z 1  -D 

1  ft  Q 

1 0  .y 

X  X\  TT  ■  I'LL 

TRW 

101-46 

101-69 

98% 

28 

94 

39-  7 

NM 

14.1 

Tiir snn  P Ippt n f* /ripe* 

TEP 

52-13 

52-36 

5OV4 

33 

97 

10-  3 

1 1.6 

11.1 

Tn  rnpr/Hpr 

X  U1UC1/  1  '  K-  \» 

TUR 

31-10 

31-24 

29 '/« 

6 

78 

13-  4 

1 1.0 

9.0 

IIAI  /Dec 

UAL 

60-15 

60—40 

56 

22 

89 

NM-  4 

NM 

11.1 

Union  Camp/Dec 

UCC 

50-21 

50-33 

487/a 

44 

105 

22-  6 

25.1 

16.0 

Union  Carbide/Dec 

UK 

n 

22    1  1 

OO —  1  Z 

1  Q5/D 

DD 

i  i  2 
i  10 

MM  1/1 

MM 

1  1  A 
11.0 

I  In  inn  Flprrrir/Dpr 

UulUll    L1CL11  11,/  L.  .'L  L 

UEP 

26-10 

26-16 

237/a 

40 

102 

9—  5 

8.3 

8.7 

Union  National/Dec 

UNBC 

37-  9 

37-19 

36% 

91 

139 

14—  4 

13.8 

12.5 

I  In  inn  Parifir/Dpr 

\JI1IUU    X  (1     1  1  1  v     L  '  L  L 

UNP 

75-29 

56-45 

51 

7 

78 

24—  8 

12.2 

1 1.5 

I  Ininn  Plantprc/T^pp 

U  1111M1  ildUlCl)/  I  'LL 

UPCM 

35—14 

35—20 

34  Vi 

70 

124 

NM—  4 

17.9 

10.4 

IlnitpH  RanlfQ  nf  fnln/Dpr 

UBKS 

35—13 

35—22 

34% 

38 

101 

10-  5 

9.9 

9.5 

United  Brands  /vl<ir 

n 

7Q  7 
Zo—  f 

Z8—  lo 

ZO  78 

07 
0  / 

1  27 
lo/ 

1NIV1—  D 

L  l.J 

1  Ct  A 
1  U.O 

IlnifpH  Fin anrial /Opr 

VlllltU   X  UltJllLlal  i.'Ll. 

UFGI 

13—  2* 

9-  5 

5% 

—23 

56 

NM-  1  * 

NM 

NA 

1  InitpH  III ii m inat  ino/Dpp 

v.,  illlLU  111  U  UlUMU  UU  1  'L  L 

UIL 

33-  9 

33—15 

31% 

95 

143 

6—  2 

5.5 

5.6 

IlnitPfl  Iptspv  Ranlr-a/Dpr 

UJB 

40-  7 

40—23 

38% 

65 

120 

12—4 

1 1.9 

10.9 

I  Tnitpn*  M  icsnnri  Rrsfi/Hpr 

UllllCU  I'HSlUUI  1   DL 3 11  /  1  „'L  L 

UMSB 

48_14 

48—29 

46 1/4 

DO 

1 1  7 
1 1  z 

12  3 

116 

US  Bancorp/Dec 

USBC 

40—12 

40—25 

38  Vi 

27 

93 

10—  4 

11.5 

10.2 

U3  nediirj  ^are/uec 

i  tcur 
UorH~ 

0 

12       7  * 

Zo—  2 

12  17 

zo— 1Z 

1  Q 1/. 

D  1 

1  in 

MM     1  C  * 

INM—  Id 

0D.0 

70  7 

zu.  / 

IlnitpH  Srafps  Shnp/Ian 

USR 

JO —  1  1 

JJ — Zo 

J  1  V4 

A7 

1  77 
1  ZZ 

1 7  A 
if  —  t 

1  7  A 

1 7  7 
1  z.  / 

United  States  Stpp1/T~)pr 

V 11IILU  JlalCS   Jilt]    1  'L  L 

x 

JJ —  1  o 

JO — zz 

77  Vo 
ZZ  /8 

1  A 
—  1  f 

A7 
oz 

MM  7 

1  2  A 

0  A 
y  .0 

US  Tobacco/Dec 

UBO 

43—12 

*+U JU 

JO  /8 

_1 

72 

17—8 

112 

10  0 

US  Tnist/Der 

KJ  \J    1  11191/  LyLL 

USTC 

0 

jj —  1 1 

^  77 

Do — Z  / 

Do 

07 

yz 

1  An* 

1  7  A 
1  Z —  D 

1  2  ft 
10.0 

1  7  ^ 

1  Z.D 

UfiitP-rf  7  prhnnlnoipt/ripr 

\J  llllvU    t.  llll  IIUIUEIC9/  I'LL 

(j  XX 

^A_  1  A 
DO — 1  O 

JO — OO 

^  1  3/- 
D  i  7  4 

ZD 

0 1 
y  1 

zu — 

24  4 

1  n  a 

1  U.O 

United  Telecom/Dec 

UT 

n 

30-15 

30-20 

29'/2 

36 

100 

NM-  5 

NM 

11.9 

United  Virginia  Bksh/Dec 

U  VBK 

0 

58—16 

58—39 

5  6  '/i 

42 

103 

10-  5 

10.7 

9.7 

Unocal/Dec 

UCL 

n 

49-21 

49-21 

22 

-54 

34 

13-  4 

9.3 

7.3 

Upjohn/Dec 

UP) 

n 

163-38 

163-77 

160  "4 

100 

146 

22-  7 

24.4 

20.9 

US  West/Dec 

USW 

n 

100-55* 

100-73 

96Va 

29 

94 

9-  6* 

10.0 

9.2 

USAir  Group/Dec 

u 

n 

40-10 

39-27 

J4"'s 

3 

75 

14-  3 

^  6 

9.0 

USF&G/Dec 

FG 

n 

47-16 

47-30 

43 

39 

101 

NM-  6 

NM 

11.7 

•Range  is  for  less  than  period  indicated.    tDoes  not  include  dividends 
E:  estimate.    Stock  prices  as  of  Mar  21,  1986. 

in  stock  in  another  company 

NA 

not  available  or  not  applicable    NM:  not 

meaningful 
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Earnings    Dividends   — Shares  outstanding— 


it 

►fit 

gin 

latest 
12  months 
EPS 

1985 
EPS 

estimated 
1986 
EPS 

%  change 
'86  vs  '85 
EPS 

number 

of 

analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

payout 
ratio 

5-year 
growth 
rate 

common 
stock 
(mil) 

%  held 
by 

institutions 

kl% 

$4.35 

$4.35 

$4.48 

3% 

25 

very  high 

$2.68 

62% 

8% 

138.0 

67% 

.9 

5.99 

5.99 

5.93 

-1 

9 

average 

1.80 

30 

0 

39.1 

31 

K7 

2.64 

2.64 

2.99 

13 

5 

very  high 

0.76 

29 

15 

18.9 

39 

.3 

1.62 

1.60 

1.79 

12 

4 

very  high 

0.64 

40 

12 

20.1 

19 

.9 

3.15 

3.15 

3.66 

16 

27 

average 

1.00 

32 

_2 

62.8 

52 

.0 

3.49 

3.49 

3.61 

3 

22 

average 

1.50 

43 

12 

64.4 

30 

.2 

3.54 

3.54 

3.31 

-6 

9 

average 

2.52 

71 

-1 

38.9 

16 

.9 

3.59 

3.59 

4.03 

12 

2 

very  high 

1.50 

42 

4 

5.2 

42 

.3 

2.20 

2.20 

2.46 

12 

20 

high 

0.60 

27 

11 

70.5 

43 

1.6 

0.29 

0.29 

0.58 

100 

5 

very  low 

0.00 

0 

NA 

25.0 

14 

.1 

1.39 

1.39 

1.82 

31 

20 

very  high 

0.00 

0 

NA 

81.9 

55 

M 

-6.54 

-6.54 

-0.33 

NM 

11 

very  low 

0.00 

0 

NA 

40.8 

18 

.6 

2.15 

2.15 

2.99 

39 

15 

low 

1.68 

78 

6 

65.9 

39 

.2 

4.34 

4.34 

4.17 

-4 

26 

average 

2.24t 

52 

NA 

24.6 

45 

.6 

2.25 

2.25 

3.00 

33 

1 

NM 

0.00 

0 

NA 

5.8 

18 

.1 

5.66 

5.66 

3.03 

-46 

12 

average 

0.48 

8 

NA 

34.6 

87 

.6 

4.18 

4.18 

5.31 

27 

25 

average 

2.16 

52 

17 

91.2 

69 

.2 

3.35 

3.35 

1.45 

-57 

3 

low 

0.10 

3 

NA 

4.0 

22 

.4 

3.06 

3.06 

3.49 

14 

15 

average 

1.00 

33 

NA 

40.6 

40 

M 

-0.27 

-0.27 

6.97 

NM 

19 

average 

3.00 

NM 

6 

29.0 

66 

.7 

4.35 

4.35 

4.54 

4 

17 

very  high 

3.30 

76 

15 

24.0 

38 

.5 

2.64 

2.64 

3.25 

23 

1 

NM 

1.30 

49 

12 

3.9 

15 

M 

-2.09 

-2.09 

5.05 

NM 

26 

low 

1.00 

NM 

0 

35.3 

59 

.1 

1.95 

1.95 

3.05 

56 

20 

low 

1.64 

84 

4 

48.9 

65 

M 

-2.86 

-2.86 

1.69 

NM 

28 

low 

1.50 

NM 

3 

202.8 

0 

.2 

2.86 

2.86 

2.73 

-5 

17 

average 

1.84 

64 

4 

102.1 

26 

.2 

2.63 

2.63 

2.90 

10 

1 

NM 

1.14 

43 

7 

7.9 

34 

.4 

4.18 

4.18 

4.42 

6 

19 

high 

1.80 

43 

1 

109.8 

58 

.1 

1.93 

1.93 

3.31 

72 

4 

average 

0.00 

0 

NA 

3.5 

50 

.5 

3.47 

3.47 

3.60 

4 

12 

high 

1.08 

31 

5 

10.3 

41 

.0 

2.07 

2.25E 

2.25 

0 

1 

NM 

0.05 

2 

NA 

15.2 

90 

M 

-0.42 

-0.42 

NA 

NA 

NA 

NA 

0.00 

0 

NA 

8.2 

11 

.3 

5.82 

5.82 

5.70 

-2 

2 

NM 

2.32 

40 

-9 

13.7 

9 

.4 

3.26 

3.26 

3.56 

9 

7 

high 

1.16 

36 

10 

10.0 

19 

.6 

3.76 

3.76 

4.00 

6 

2 

NM 

1.00 

27 

11 

8.1 

9 

.1 

3.33 

3.33 

3.75 

13 

23 

high 

1.00 

30 

3 

19.9 

50 

.0 

0.51 

0.51 

0.88 

73 

24 

average 

0.12 

24 

0  • 

50.4 

58 

.4 

2.92 

2.92 

4.04 

38 

16 

average 

0.92 

32 

12 

22.1 

70 

.7 

1.71 

1.71 

2.38 

39 

19 

very  low 

1.20 

70 

-16 

123.4 

24 

.5 

3.28 

3.28 

3.68 

12 

15 

average 

1.96 

60 

22 

27.8 

38 

.7 

3.84 

3.84 

4.25 

11 

2 

NM 

1.32 

34 

9 

6.3 

39 

.1 

2.12 

2.12 

4.87 

130 

28 

high 

1.40 

66 

5 

122.9 

59 

1.7 

0.18 

0.18 

2.47 

NM 

26 

average 

1.92 

67 

6 

95.9 

50 

.3 

5.30 

5.30 

5.83 

10 

15 

very  high 

1.84 

35 

13 

13.3 

32 

.0 

2.36 

2.36 

3.02 

28 

35 

very  low 

1.20 

51 

5 

116.3 

68 

).l 

6.57 

6.57 

7.65 

16 

37 

high 

1  04 

46 

6 

31.0 

69 

.8 

9.68 

9.68 

10.52 

9 

36 

very  high 

6.08 

63 

NA 

95.2 

39 

..6 

4.05 

4.05 

3.89 

-4 

25 

low 

0.12 

3 

0 

26.9 

73 

M 

-0.82 

-0.53E 

3.69 

NM 

21 

low 

2.32 

NM 

8 

63.8 

62 

ources  William  O'Neil  &  Co.:  The  Institutional  Brokers  Estimate  System  fIBES),  a  service  of  Lynch.  Jones  &  Ryan  via  Micro/Scan  from  Isys  Corp .  Forbes 
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The  Beginning 


Free  time. Travel  time.  Learning  time.  Living  time 


Mature  America  has  new  insight  into  art  and  the  art  of  living. 
They  are  the  group  who  go  to  museums  most  frequently.  Who 
are  learning  the  creation  of  art  and  the  appreciation  of  art. 


Time  to  drive  across  the  country.  To  drr 
golf  ball.  Time  to  thrive.  To  be  alive.  Foi 
America,  it's  the  beginning  of  a  new 
lifetime.  New  health  care  and  self-care  i 
the  mature  years  vigorous  years.  Financ 
planning  affords  peace  of  mind.  For  the 
segment  of  the  population,  it's  time  to  d 
the  things  they've  always  wanted  to.  An 
things  they  never  thought  they  would  dc 
They  tour  Winterthur.  See  Abu  Simbel. 
the  Grand  Canyon.  Learn  cabinetry.  Te< 
photography.  They  yearn  to  learn,  and  \ 
life's  experience  to  share. 

The  authority  on  the  new  lifetime  of  26 
mature  Americans  is  Modern  Maturity. 
It's  the  source  and  life  force  for  mature 
health.  New  culture.  New  food.  New  fi 


Modern  Maturity  is  mature  An 
magazine  because  it  feels  as  positi1 
about  their  new  life  as  they  do. 
It  stimulates.  Informs.  Encourag< 
Never  has  one  magazine  beei 
valuable  to  so  many.  Upbeat.  On  I 
Modern  Maturity  is  the  maturi 
authority  and  America's  third-k 
magazine,  growing  by  leaps, 
bound  to  be  biggest,  because  it's 
magazine  of  the  largest,  the  1 
growing  segment  of  our  populatior 


Modei 


The  begii 


New  Lifetime. 


llion  mature  Americans,  it's  the  life  of  their  time. 


COURTESY  THE  AMERICAN  FEDERATION  OF  ARTS  THE  EHRENfELD  COLLECTION" 


The  Forbes  500s  on  Wall  Street 


Stock  performance   Stock  price  ratios- 
Stock  price                ■  — latest  12  months —   price/earnings  


Company/fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high-low 

12-month 
high-low 

recent 

price 
change 

relative  to. 
market 

5-year 
high-low 

latest 
12  months 

1986 
est 

USG/Dec 

USG 

n 

71-13 

71-31 

66 

102% 

147 

22- 

4 

9.8 

9.4 

USLife/Dec 

USH 

n 

47-15 

47-33 

44  y« 

7 

78 

12- 

4 

12.1 

10.3 

Utah  Power  &  Light/Dec 

UTP 

n 

30-15 

30-22 

28% 

26 

92 

14- 

6 

1 1.7 

1 1.3 

Valero  Energy/Dec 

VLO 

n 

37-  6 

15-  8 

9 

—4 

70 

NM- 

4 

8.5 

8.7 

Valley  Federal  S&L/Dec 

VFED 

0 

30-  7* 

30-12 

25  Vi 

63 

1 19 

NM- 

4- 

7.9 

-0.3 

Valley  National/Dec 

VNCP 

0 

47-13 

47-34 

45 '/8 

28 

93 

10- 

4 

9.8 

8.8 

VF/Dec 

VFC 

n 

69-  8 

69-^31 

63 

99 

145 

13- 

4 

14.0 

12.7 

Viacom  International/Dec 

VIA 

n 

66-17 

66—40 

56% 

36 

99 

29- 

10 

24.6 

28.3 

Vulcan  Materials/Dec 

VMC 

n 

109-39 

109-70 

104 

34 

98 

19- 

6 

16.9 

12.1 

Wal-Mart  Stores/Jan 

WMT 

n 

41-  4 

41-22 

3  6% 

65 

121 

33- 

14 

31.7 

24.7 

Waldbaum/Dec 

WALD 

0 

31-  5 

30-17 

29% 

70 

124 

9- 

5 

9.7 

9.0 

Walgreen/ Aug 

WAG 

n 

35-  5 

35—23 

33 

23 

90 

20- 

7 

21.2 

18.8 

Wang  Laboratories/Jun 

WANB 

a 

43-12 

23-15 

19% 

-3 

71 

NM- 

1  ] 

NM 

27.3 

Warner  Commun/Dec 

WCI 

n 

63-17 

43-25 

41!/4 

54 

1 13 

NM- 

7 

14.4 

21.5 

Warner-Lambert/Dec 

WLA 

n 

54—17 

54-34 

52% 

34 

98 

NM- 

9 

NM 

15.3 

Washington  Mutual/Dec 

WAMU 

0 

27-  8* 

27-1 1 

237/8 

105 

150 

NM- 

4* 

7.9 

7.3 

Washington  National/Dec 

WNT 

n 

40-14 

35—22 

34% 

30 

95 

20- 

5 

14.0 

1 1.9 

Washington  Post/Dec 

WPOB 

a 

156-24 

156-102 

152 

37 

100 

17- 

10 

17.6 

19.8 

Washington  Water/Dec 

WWP 

n 

29-16 

29-20 

28 

38 

101 

9- 

9.2 

9.6 

Waste  Management/Dec 

WMX 

n 

46-13 

46-24 

44  Vi 

67 

122 

25- 

to 

25.9 

21.3 

Weis  Markets/Dec 

WMK 

n 

42-10 

42-25 

37Vi 

47 

107 

22- 

s 

19.1 

16.9 

Wells  Fargo/Dec 

WFC 

n 

87-18 

87-52 

87% 

60 

116 

8- 

3 

10.5 

9.6 

Wendy's  Intl/Dec 

WEN 

n 

19-  5 

19-14 

17% 

4 

76 

19- 

8 

17.1 

14.9 

Western  Air  Lines/Dec 

WAL 

n 

13-  3 

13-  6 

1 VA 

98 

144 

NM- 

4 

12.5 

10.5 

Western  Capital  Inv/Dec 

WECA 

0 

22-11 

22-11 

18'/2 

63 

119 

14- 

6 

8.9 

NA 

Western  S&L/Dec 

WSL 

n 

24-  1 

24-  9 

22 

141 

176 

NM- 

5 

9.5 

NA 

Westinghouse  Elec/Dec 

WX 

n 

53-1 1 

53-29 

49 '/s 

66 

121 

13- 

4 

14.0 

11.4 

Westvaco/Oct 

W 

n 

56-17 

56-35 

52% 

42 

104 

18- 

14.9 

13.1 

Wetterau/Mar 

WETT 

0 

43-  9 

43-26 

41% 

53 

112 

NM- 

8 

13.8 

12.6 

Weyerhaeuser/Dec 

WY 

n 

42-23 

39-25 

36% 

33 

97 

44-12 

27.7 

17.1 

Whirlpool/Dec 

WHR 

n 

71-22 

71-41 

66% 

48 

108 

13- 

5 

13.4 

13.2 

White  Consolidated/Dec 

WSW 

n 

50-23 

50-26 

47 

67 

122 

:o- 

22.9 

17.3 

Whitney  Holding/Dec 

WHL 

0 

83-65 

83-65 

66 

-19 

60 

li- 

9 

8.7 

NA 

Wickes  Cos/Jan 

WIX 

n 

16-  2 

7-  3 

6'/4 

61 

118 

NM- 

2 

56.8 

11.2 

Willamette  Inds/Dec 

WMTT 

0 

63-16 

63-37 

61% 

67 

122 

NM- 

7 

15.6 

13.2 

Williams  Cos/Dec 

WMB 

n 

38-13 

34-22 

23% 

-20 

58 

65- 

5 

25.8 

13.4 

Wilmington  Trust/Dec 

WILM 

0 

48-  6 

48-22 

45 '/2 

72 

125 

12- 

4 

14.4 

12.5 

Wilson  Foods/Iul 

WILF 

0 

15-  4* 

9-  4 

8% 

-4 

70 

NM- 

2' 

NM 

-8.4 

Winn-Dixie  Stores/Jun 

WIN 

n 

40-17 

40-32 

40 

17 

85 

15- 

? 

15.2 

14.5 

Wisconsin  Electric/Dec 

WPC 

n 

50-14 

50-32 

46% 

44 

105 

9- 

9.9 

9.9 

Wisconsin  P&L/Dec 

WPL 

n 

47-16 

47-31 

45% 

43 

104 

9- 

10.7 

10.6 

Wisconsin  Public  Svc/Dec 

WPS 

n 

47-15 

47-30 

44  Vi 

50 

114 

9- 

10.0 

10.1 

Witco/Dec 

WIT 

n 

53-14 

53-34 

52% 

51 

111 

12- 

5 

13  7 

12.2 

FW  Woolworth/Jan 

z 

n 

73-16 

73^tl 

72% 

78 

130 

19- 

4 

13.3 

12.2 

Xerox/Dec 

XRX 

n 

72-27 

72-42 

67% 

57 

114 

21- 

5 

15.2 

12.3 

Yellow  Freight/Dec 

YELL 

0 

36-  5 

36-16 

33V: 

108 

152 

28- 

7 

17.2 

14.0 

Zayre/Jan 

ZY 

n 

71-  7 

71-40 

70% 

69 

i:i 

22- 

6 

21.9 

16.5 

Zenith  Electronics/Dec 

ZE 

n 

39-10 

26-16 

24  Vi 

1  1 

81 

NM- 

7 

NM 

28.2 

Zions  Utah  Bancorp/Dec 

ZION 

o 

52-21 

52-34 

52 

41 

103 

10- 

6 

11.1 

10.6 

•Range  is  for  less  than  period  indicated.    NA:  not  available  or  not  applicable.    NM:  not  meaningful    E:  estimate.    Stock  prices  as  of  Mar  21.  1986 
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Earnings    Dividends   — Shares  outstanding — 


- 

it 
;in 

12  months 
EPS 

1985 
EPS 

f  s  1 1  ni  ii  t  fd 
1986 
EPS 

'86  vs  '85 
EPS 

n  nmhpr 

11111X117  CI 

of 

analysts 

rnntinpriro 
lUilllUtllLL 

factor  on 
estimate 

indicated 
rate 

payout 
ratio 

growth 
rate 

common 
stock 
(mil) 

o  nciu 
by 

institutions 

9% 

$6.71 

$6.71 

$7.01 

4% 

13 

average 

$1.92 

29% 

10% 

32.4 

54% 

5 

3.68 

3.68 

4.34 

18 

15 

average 

1.12 

30 

5 

19.3 

55 

0 

2.46 

2.46 

2.54 

3 

20 

very  high 

2.32 

94 

1 

55.6 

16 

i 

1.06 

1.06 

1.03 

-3 

13 

very  low 

0.00 

0 

NA 

24.8 

30 

3 

3.21 

3.21 

NA 

NA 

NA 

NA 

0.00 

0 

NA 

2.9 

39 

5 

4.60 

4  60 

5.14 

12 

22 

very  high 

1.32 

29 

3 

16.7 

63 

4 

4.50 

4.50 

4.95 

10 

11 

very  high 

1.28 

28 

23 

31.1 

69 

3 

2  29 

2.29 

1.99 

-13 

14 

low 

0.48 

21 

8 

20.6 

55 

3 

6.15 

6.15 

8.59 

40 

7 

average 

2.96 

48 

5 

11.3 

55 

8 

1.16 

1.16 

1.49 

28 

29 

average 

0.17 

15 

42 

281.0 

41 

0 

3.08 

3.08 

3.30 

7 

1 

NM 

0.05 

2 

0 

5.6 

14 

9 

1.56 

1.53 

1.76 

15 

21 

very  high 

0.50 

32 

28 

61.5 

42 

A 

-0.45 

0.11 

0.71 

545 

33 

low 

0.16 

NM 

33 

140.4 

35 

7 

2.87 

2.87 

1.92 

-33 

22 

low 

0.50 

17 

0 

61.7 

41 

A 

-4.05 

-4.05 

3.44 

NM 

37 

very  high 

1.56 

NM 

3 

75.7 

64 

4 

3.01 

3.01 

3.25 

8 

9 

average 

0.40 

13 

NA 

6.6 

31 

7 

2.48 

2.48 

2.92 

18 

5 

high 

1.08 

44 

0 

10.9 

54 

6 

8.66 

8.66 

7.69 

-11 

11 

high 

1.12 

13 

-4 

12.8 

42 

7 

3.03 

3.03 

2.93 

-3 

6 

very  high 

2.48 

82 

2 

21.7 

10 

6 

172 

1.72 

2.09 

22 

16 

very  high 

0.48 

28 

27 

102.1 

61 

9 

1.95 

1.95 

2.20 

13 

5 

high 

0.54 

28 

13 

30.8 

44 

7 

8.30 

8.30 

9.13 

10 

27 

high 

2.72 

33 

6 

21.1 

61 

9 

1.03 

1.03 

1.18 

15 

24 

average 

0.24 

23 

27 

76.2 

73 

7 

0.95 

0.95 

1.13 

19 

21 

very  low 

0.00 

0 

NA 

44.9 

26 

8 

2.07 

2.07 

NA 

NA 

NA 

NA 

0.00 

0 

NA 

9.3 

45 

5 

2.32 

2.32 

NA 

NA 

NA 

NA 

7.20 

9 

111 

12.1 

20 

7 

3.52 

3.52 

4.31 

22 

27 

average 

1.20 

34 

6 

153.8 

42 

0 

3.55 

3.65 

4.04 

11 

17 

average 

1.32 

37 

3 

28.8 

49 

9 

2.99 

2.83E 

3.29 

16 

12 

average 

0.98 

33 

4 

12.3 

32 

8 

1.32 

1.32 

2.14 

62 

23 

low 

1.30 

98 

0 

129.9 

43 

2 

4.98 

4.98 

5.06 

2 

14 

high 

2.00 

40 

7 

36.7 

70 

8 

2.05 

2.05 

2.72 

33 

10 

average 

1.50 

73 

0 

15.8 

75 

1 

7.57 

7.57 

NA 

NA 

NA 

NA 

3.80 

50 

NA 

4.3 

0 

4 

0.11 

0.11 

0.56 

409 

3 

very  low 

0.00 

0 

NA 

96.3 

18 

2 

3.95 

3.95 

4.67 

18 

13 

average 

1.65 

42 

9 

15.2 

46 

0 

0.92 

0.92 

1.77 

92 

19 

low 

1.40 

152 

4 

34.3 

40 

9 

3.15 

3.15 

3.64 

16 

5 

high 

1.20 

38 

9 

8.7 

34 

-6.37 

-2.80 

-1.00 

NM 

2 

NM 

0.00 

0 

NA 

6.0 

7 

i 

2.64 

2.64 

2.76 

5 

8 

very  high 

1.74 

66 

8 

40.9 

14 

6 

4.75 

4.75 

4.75 

0 

27 

very  high 

2.48 

52 

8 

33.3 

32 

3 

4.26 

4.26 

4.31 

1 

17 

very  high 

2.84 

67 

7 

13.2 

12 

0 

4.45 

4.45 

4.41 

-1 

16 

very  high 

2.86 

64 

10 

11.6 

23 

9 

3.85 

3.85 

4.31 

12 

10 

average 

1.48 

38 

8 

14.7 

48 

0 

5.50 

5.50 

S  96 

8 

18 

high 

2.00 

36 

2 

32.0 

62 

1 

4.44 

4.44 

5.47 

23 

17 

average 

3.00 

68 

0 

96.5 

68 

6 

1.95 

1.95 

2.40 

23 

20 

high 

0.54 

28 

9 

28.6 

63 

3 

3.23 

3.23 

4.30 

33 

15 

very  high 

0.48 

15 

42 

28.1 

59 

VI 

-0.33 

-0.33 

0.86 

NM 

11 

very  low 

0.00 

NA 

NA 

23.1 

37 

3 

4.67 

4.67 

4.91 

5 

6 

average 

1.36 

29 

13 

5.7 

19 

mrces;  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  lytic)},  Jones  &  Ryan  via  Micro/Scan  from  Isys  Corp .  Fokbbs 
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Where  to  find  The  Forbes  500s 


This  section  lists  basic  data  on  the 
798  companies  in  The  Forbes  500s. 
Address,  telephone,  industry 
group  and  CEO  are  included. 


Addresses 


Abbott  Laboratories 
Route  137  &  Waukegan  Road 
Abbott  Park,  IL  60064 
312-937-6100 

CEO:  Robert  A  Schoellhorn 
Health-drugs 
Health-health  care 

Albertson's 
PO  Box  20 
Boise,  ID  83726 
208-385-6200 

CEO:  Warren  E  McCain 

Food  distributors-major  supermarkets 

Allegheny  International 
PO  Box  456 
Pittsburgh,  PA  15230 
412-562-4000 

CEO:  Robert  J  Buckley 

Diversified  companies-conglomerate 

Consumer  products-appliances 

Advanced  Micro  Devices 
PO  Box  3453 
Sunnyvale,  CA  94088 
408-732-2400 

CEO:  Walter  J  Sanders  HI 

Computers  &  electronics-semiconductors 

Alco  Standard 
PO  Box  834 

Valley  Forge,  PA  19482-0834 
215-296-8000 

CEO:  Ray  B  Mundt 
Paper 

Health-health  care 

Allegheny  Power  System 
320  Park  Avenue 
New  York,  NY  10022 
212-752-2121 

CEO:  Klaus  Bergman 
Electric  utilities-Midwest 

Aetna  Life  &  Casualty 
151  Farming  ton  Avenue 
Hartford,  CT  06156 
203-273-0123 

CEO:  James  T  Lynn 
Insurance-diversified 

Alexander  &  Alexander  Services 
1211  Avenue  of  the  Americas 
New  York,  NY  10036 
212-840-8500 

CEO:  John  A  Bogardus  Jr 
Insurance-brokerage 

Allied  Bancshares 
PO  Box  1515 
Houston,  TX  77251 
713-224-6611 

CEO:  Gerald  H  Smith 
Banks  and  thrifts-Southwest 

Affiliated  Bankshares  of  Colorado 
1101  Arapahoe  Avenue 
Boulder,  CO  80302 
303-449-2030 

CEO:  Leo  Hill 

Banks  and  thrifts-West 

Alexander  &  Baldwin 
PO  Box  3440 
Honolulu,  HI  96801 
808-525-6611 

CEO:  Robert  I  Pfeiffer 

Surface  transport-shipping  &  other 

Allied-Signal  (formerly  Allied  Corp) 
PO  Box  4000R 
Morristown,  NJ  07960 
201-455-2000 

CEO:  Edward  L  Hennessy  Jr 

Diversified  companies-conglomerate/Auto 

tive-automotive  parts/Diversified  chemica 

HF  Ahmanson 

3731  Wilshire  Boulevard 

Los  Angeles,  CA  90010 

213-487-4277 

CEO:  Richard  H  Deihl 
Banks  and  thrifts-thrift 

Alleghany 

Park  Avenue  Plaza 

New  York,  NY  10055 

212-752-1356 

CEO:  Fred  M  Kirby 
Metals-steel 

Allied  Stores 

1114  Avenue  of  the  Americas 
New  York,  NY  10036 
212-764-2000 

CEO:  Thomas  M  Macioce 
Retailing-department  stores 

Air  Products  &  Chemicals 
PO  Box  538 
AUentown,  PA  18105 
215-481-4911 

CEO:  Edward  Donley 
Specialized  chemicals 

Allegheny  Beverage 
Macke  Circle 
Cheverly,  MD  20781 
301-341-6000 

CEO:  Morton  M  Lapides 
Food  distributors-wholesaling 

Alltel 

100  Executive  Parkway 
Hudson,  OH  44236 
216-650-7000 

CEO:  Weldon  W  Case 
Telecommunications-earner 
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Where  to  find  The  Forbes  500s 


num  Co  of  America 
Ucoa  Building 
urgh,  PA  15219 
53-4545 

Charles  W  Parry 
s-nonferrous  metals 

American  Fletcher 
111  Monument  Circle 
Indianapolis,  IN  46277 
317-639-3000 

CEO:  Frank  E  McKinney  Jr 
Banks  and  thrifts -Midwest 

American  Savings  &  Loan  Assn  of  Fla 
17801  NW  Second  Avenue 
Miami,  FL  33169-5089 
305-653-5353 

CEO:  Morris  N  Broad 
Banks  and  thrifts-thrift 

i 

Center 

wich,  CT  06836-1700 
29-6000 

Allen  Born 
s-nonferrous  metals 

American  General 
PO  Box  3247 
Houston,  TX  77253 
713-522-1111 

CEO:  Harold  S  Hook 
Insurance-diversified 

American  Savings  Bank  FSB 
380  Madison  Avenue 
New  York,  NY  10017 
212-880-7600 

CEO:  John  T  Morgan 
Banks  and  thrifts-thrift 

ida  Hess 

Vvenue  of  the  Americas 
fork,  NY  10036 
97-8500 

Leon  Hess 
ner  oil  and  gas 

American  Greetings 
10500  American  Road 
Cleveland,  OH  44144 
216-252-7300 

CEO:  Irving  I  Stone 
Communications  media-publishing 

American  Security 
730  Fifteenth  Street  NW 
Washington,  DC  20013 
202-624-4000 

CEO:  Daniel  J  Callahan  III 
Banks  and  thrifts-Mid-Atlantic 

can  Brands 

irk  Avenue 

fork,  NY  10167-0011 

80-4200 

Edward  W  Whittemore 

.ified  companies-multicompany 

iges  &  tobacco-tobacco 

American  Home  Products 

685  Third  Avenue 

New  York,  NY  10017-4085 

212-878-5000 

CEO:  John  W  Culligan 
Health-drugs 

Consumer  products-household  products 

American  Standard 
40  West  40th  Street 
New  York,  NY  10018 
212-703-5100 

CEO:  William  B  Boyd 

Construction-commercial  building/ Construc- 
tion materials/Surface  transport-railroads 

can  Can 
x  3610 

wich,  CT  06836-3610 
52-2000 

William  S  Woodside 
ging 

American  Information  Technologies 
30  South  Wacker  Drive 
Chicago,  IL  60606 
312-750-5000 

CEO:  William  L  Weiss 
Telecommunications-carrier 

American  Stores 
PO  Box  27447 

Salt  Lake  City,  UT  84127-0447 
801-539-0112 

CEO:  Lennie  S  Skaggs 

Retailing-drugstores 

Food  distributors-major  supermarkets 

can  Continental 
iast  Camelback  Road 
ix,  AZ  85016 
57-7170 

Charles  H  Keating  Jr 
and  thrifts-thrift 

American  International  Group 

70  Pine  Street 

New  York,  NY  10270 

212-770-7000 

CEO:  Maurice  R  Greenberg 
Insurance-diversified 

American  Telephone  &  Telegraph 
550  Madison  Avenue 
New  York,  NY  10022 
212-605-5500 

CEO:  Charles  L  Brown 
Telecommunications-carrier 

can  Cyanamid 
yanamid  Plaza 
b,  NI  07470 
31-2000 

George  J  Sella  Jr 
l-drugs 

sified  chemicals 

American  Medical  International 
414  North  Camden  Drive 
Beverly  Hills,  CA  90210 
213-278-6200 

CEO:  Walter  L  Weisman 
Health-hospital  management 

AmeriTrust 

900  Euclid  Avenue 

Cleveland,  OH  44115-1461 

216-687-5000 

CEO:  Jerry  V  Jarrett 
Banks  and  thrifts-Midwest 

can  Electric  Power 
iverside  Plaza 
abus,  OH  43215 
23-1000 

Willis  S  White  Jr 
ic  utilities-Midwest 

American  Motors 
27777  Franklin  Road 
Southfield,  MI  48034 
313-827-1000 

CEO:  Joseph  E  Cappy 
Automotive-automobiles  and  trucks 

Ames  Department  Stores 

2418  Main  Street 

Rocky  Hill,  CT  06067-0801 

203-563-8234 

CEO:  Herbert  Gilman 
Retailing-discount  &.  variety  stores 

can  Express 
ican  Express  Plaza 
ifork,  NY  10285-4805 
40-2000 

(ames  D  Robinson  HI 

cial  svcs-lending,  leasing  &  ins 

nce-diversified 

American  National  Insurance 
One  Moody  Plaza 
Galveston,  TX  77550 
409-763-4661 

CEO:  Orson  C  Clay 
Insurance-life  and  health 

Amfac 

PO  Box  7813 

San  Francisco,  CA  94120 

415-772-3370 

CEO:  Ronald  R  Sloan 

Diversified  companies-conglomerate 

ican  Family 
iVynnton  Road 
nbus,  GA  31999 
23-3431 
John  B  Amos 
ince-life  and  health 

American  Petrofina 

8350  North  Central  Expressway 

Dallas,  TX  75206 

214-750-2400 

CEO:  Paul  D  Meek 
Oil-other  oil  and  gas 

Amoco 

zuu  cast  Kandolpn  urive 
Chicago,  IL  60601 
312-856-6111 

CEO:  Richard  M  Morrow 
Oil-other  oil  and  gas 

Where  to  find  The  Forbes  500s 


When  AT&T 
recognizes 

excellence, 
everyone  gets 
the  message* 

AT&T  knows  that  gifts  of  Cross 

writing  instruments  are  a 
memorable  way  to  communicate 

its  appreciation  for  a  job 
well  done.  Cross  will  accurately 
reproduce  your  corporate  emblem 
and  provide  personalized 
engraving.  For  our  business  gift 
catalog,  write  A.  T.  Cross, 
97  Albion  Road,  Lincoln,  RI  02865 
on  your  company  letterhead. 


CROSS' 

SINCE  184B 


AMP 

470  Friendship  Road 
Harrisburg,  PA  17105 
717-564-0100 

CEO:  Walter  F  Raab 

Computers  &  electronics-electronic  equip 


AMR 

PO  Box  619616 

DFW  Airport,  TX  75261-9616 

817-355-1234 

CEO:  Robert  L  Crandall 
Air  transport-passenger 


AmSouth  Bancorporation 
PO  Box  11007 
Birmingham,  AL  35288 
205-320-7151 

CEO:  John  W  Woods 
Banks  and  thrifts-Southeast 


Analog  Devices 
2  Technology  Way 
Norwood,  MA  02062 
617-329-4700 

CEO:  Ray  Stata 

Computers  &.  electronics-semiconductors 


Anderson,  Clayton 
PO  Box  2538 
Houston,  TX  77252 
713-651-0641 

CEO:  W  Fenton  Guinee  fr 
Food  processor-branded  foods 
Food  processor-commodities 


Anheuser-Busch  Cos 
One  Busch  Place 
St  Louis,  MO  63118 
314-577-2000 

CEO:  August  A  Busch  III 

Beverages  &.  tobacco-alcoholic  beverages 


Apple  Computer 
20525  Mariani  Avenue 
Cupertino,  CA  95014 
408-996-1010 

CEO:  John  Sculley 

Computers  &  electronics-computers 


Archer  Daniels  Midland 
4666  Faries  Parkway 
Decatur,  IL  62525 
217-424-5341 

CEO:  Dwayne  O  Andreas 
Food  processor-commodities 


Arizona  Bancwest 
101  North  First  Avenue 
Phoenix,  AZ  85003 
602-262-2000 

CEO:  Donald  B  Tostenrud 
Banks  and  thrifts-Southwest 


Arkla 

PO  Box  21734 
Shreveport,  LA  71151 
318-226-2700 

CEO:  Thomas  F  McLarty  III 
Natural  gas-integrated 


Armco 
CN-1921 

Morristown,  NJ  07960-1921 
201-540-7707 

CEO:  Robert  E  Bom 
Metals-steel 


Armstrong  World  Industries 
PO  Box  3001 
Lancaster,  PA  17604 
717-397-0611 

CEO:  Joseph  L  Jones 
Construction-construction  materials 


Ashland  Oil 
PO  Box  391 
Ashland,  KY  41114 
606-329-3333 
CEO:  John  R  Hall 
Oil-other  oil  and  gas 


Associated  Dry  Goods 
417  Fifth  Avenue 
New  York,  NY  10016 
212-679-8700 

CEO:  Joseph  H  Johnson 
Retailing-department  stores 
Retaihng-discount  &  variety  stores 


Atlantic  City  Electric 
PO  Box  1264 
Pleasantville,  \  I  08232 
609-645-4100 

CEO:  E  Douglas  Huggard 
Electric  utilities-Northeast 


Atlantic  Richfield 
515  South  Flower  Street 
Los  Angeles,  CA  90071 
213-486-3511 

CEO:  Lodwrick  M  Cook 
Oil-other  oil  and  gas 


Automatic  Data  Processing 
One  ADP  Boulevard 
Roseland,  NJ  07068 
201-994-5000 

CEO:  Josh  S  Weston 
Services-office 


Avnet 

767  Fifth  Avenue 
New  York,  NY  10153 
212-644-1050 

CEO:  Anthony  R  Hamilton 

Computers  &  electronics-semiconductors 


Avon  Products 
9  West  57th  Street 
New  York,  NY  10019 
212-546-6015 

CEO:  Hicks  B  Waldron 

Consumer  products-personal  products 


AZP  Group  (formerly  Arizona  Public  Servi 

PO  Box  53900 

Phoenix,  AZ  85072-3900 

602-250-1000 

CEO:  Keith  L  Turley 
Electric  utilities-West 
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Only  one  of  them  can  get  into 
theUSAandtheEECduty-free! 


Invest  in  Israel  and 
get  a  ready  market  of 
500,000,000 people! 

Whether  you're  in  choco- 
late or  computer  chips,  it  pays 
to  invest  and  manufacture  in 
Israel. 

Because  only  Israel  has 
duty-free  access  to  both  the 
EEC  and  the  USA. 

But  there's  more.  Israel 
offers  such  added  incentives  as 
0%  income  tax  (or  10%  tax  plus 
44%  grant),  low- cost  leasing 
and  50%  grants  for  R&D. 

And  if  all  that's  not  enough, 
consider  the  fact  that  Israel 
has  a  fully  developed  high-tech 
infrastructure  and  one  of  the 


most  skilled  labor  forces  in  the 
world— all  at  substantially 
lower  cost. 

If  opening  up  a  market 
of  half  a  billion  people  sounds 
interesting,  come  to  the  only 
country  that  can  do  it  all  for 
you.  Israel. 

For  further  information 
contact  the  Government  of  Israel 
Investment  Authority,  350  Fifth 
Avenue,  New  York,  NY  10118. 
Telephone:  (212)  560-0610. 
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Where  to  find  The  Forbes  500s 

Bank  of  Virginia 
PO  Box  25970 
Richmond,  VA  23260 
804-747-2000 

CEO:  Frederick  Deane  Jr 
Banks  and  thrifts-Mid-Atlantic 

Beatrice 

2  North  LaSalle  Street 

Chicago,  IL  60602 

312-782-3820 

CEO:  William  W  Granger  Ir 

Food  processor-branded  foods 

Big  Three  Industries 
PO  Box  3047 
Houston,  TX  77253 
713-868-0333 
CEO:  Harry  K  Smith 
Oil-oilfield  services 
Specialized  chemicals 

Bank  South 
PO  Box  5092 
Atlanta,  GA  30302 
404-529-4111 

CEO:  Robert  P  Guyton 
Banks  3nd  thrifts-Southeast 

Becton  Dickinson 

One  Becton  Drive 

Franklin  Lakes,  NJ  07417-1880 

201-848-6800 

CEO:  Wesley  J  Howe 
Health-health  care 

Black  &  Decker 
701  East  Joppa  Road 
Towson,  MD  21204 
301-583-3900 

CEO:  Nolan  D  Archibald 
Consumer  products-appliances 

BankAmerica 
Box  37000 

San  Francisco,  CA  94137 
415-622-3456 

CEO:  Samuel  H  Armacost 
Banks  and  thrifts-multinational 

Bell  Atlantic 
1600  Market  Street 
Philadelphia,  PA  19103 
215-963-6000 

CEO:  Thomas  E  Bolger 
Telecommunications-carrier 

H&R  Block 
4410  Main  Street 
Kansas  City,  MO  64111 
816-753-6900 

CEO:  Henry  W  Bloch 

Financial  svcs-lending,  leasing  &.  ins 

Bankers  Trust  New  York 
280  Park  Avenue 
New  York,  NY  10017 
212-250-2500 

CEO:  Alfred  Brittain  III 

Banks  and  thrifts-multinational 

BellSouth 

675  West  Peachtree  Street  NE 
Atlanta,  GA  30375 
404-420-8600 

CEO:  John  L  Clendenin 
Telecommunications-carrier 

Boatmen's  Bancshares 

PO  Box  236 

St  Louis,  MO  63166 

314-425-7500 

CEO:  Donald  N  Brandin 
Banks  and  thrifts-Midwest 

Banks  of  Mid-America 
PO  Box  25848 
Oklahoma  City,  OK  73125 
405-231-6000 

CEO:  John  W  McLean 
Banks  and  thrifts-Southeast 

Beneficial  Corp 
1100  Carr  Road 
Wilmington,  DE  19899 
302-798-0800 

CEO:  Finn  M  W  Caspersen 
Financial  svcs-lending,  leasing  &  ins 
Insurance-diversified 

Boeing 

PO  Box  3707 

Seattle,  WA  98124 

206-655-2121 

CEO:  Frank  A  Shrontz 
Aerospace  and  defense 

Barnett  Banks  of  Florida 
PO  Box  40789 
Jacksonville,  FL  32231 
904-791-7720 

CEO:  Charles  E  Rice 
Banks  and  thrifts-Southeast 

Bergen  Brunswig 
4000  Metropolitan  Drive 
Orange,  CA  92668-3510 
714-385-4000 

CEO:  Emil  P  Martini  Jr 
Health-drugs 

Boise  Cascade 
One  Jefferson  Square 
Boise,  ID  83728 
208-384-6161 

CEO:  John  B  Fery 

Paper/Construction-lumber/Packaging 

Bausch  &  Lomb 
PO  Box  54 
Rochester,  NY  14601 
716-338-6000 

CEO:  Daniel  E  Gill 
Health-drugs 

Berkshire  Hathaway 
1440  Kiewit  Plaza 
Omaha,  NE  68131 
402-346-1400 

CEO:  Warren  E  Buffett 

Diversified  companies-multicompany 

Insurance-property  and  casualty 

Borden 

277  Park  Avenue 
New  York,  NY  10172 
212-573-4000 

CEO:  Eugene  J  Sullivan 
Food  processor-branded  foods 
Diversified  chemicals 

Baxter  Travenol  Laboratories 
One  Baxter  Parkway 
Deerfield,  IL  60015 
312-948-2000 

CEO:  Vernon  R  Loucks  Jr 
Health-health  caie 

Best  Products 
PO  Box  26303 
Richmond,  VA  23260 
804-261-2000 

CEO:  Andrew  M  Lewis 
Retailing-catalog  showrooms 

Borg-Warner 

200  South  Michigan  Avenue 
Chicago,  IL  60604 
312-322-8500 

CEO:  (ames  F  Bere 

Diversified  compames-multicompany/Dive 
chemicals/ Automotive-automotive  parts 

BayBanks 

175  Federal  Street 

Boston,  MA  02110 

617-482-1040 

CEO:  William  M  Crozier  Jr 
Banks  and  thrifts-Northeast 

Bethlehem  Steel 
Martin  Tower 
Bethlehem,  PA  18016 
215-694-2424 

CEO:  Walter  F  Williams 
Metals-steel 

Boston  Edison 
800  Boylston  Street 
Boston,  MA  02199 
617-424-2000 

CEO:  Stephen  I  Sweeney 
Electric  utilities-Northeast 

Bear  Stearns  Cos 

J  J  vvdier  oiicct 

New  York,  NY  10041 
212-952-5000 

CEO:  Alan  C  Greenberg 

Financial  services-securities  brokerage 

Beverly  Enterprises 

rU  box  yUl  jU 

Pasadena,  CA  91109-5130 

818-577-6111 

CEO:  Robert  Van  Tuyle 
Health-hospital  management 

Bowater 

dm  Dnv  i  n 1  1 
rU  BOX  4U1Z 

Darien,  CT  06820-4012 
203-656-7200 

CEO:  Anthony  P  Gammie 
Paper 
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"I  want  to  buy 

a  home  .  Not  a  big 

home,  just  a  home.  A  home 
with  hardwood  floors, 
high  ceilings,  a  home  1 
can  spend  the  next  25  years 
remodeling  And  I'm  buying 
it  soon — even  if  I  have 
to  eat  peanut  butter  sand- 
unches  for  the  next  year." 

Owning  a  home.  It's  been  an 
American  dream  for  200  years. 

It's  an  obsession  that  neither  in- 
flation, deflation,  sky-high  interest 
rates  nor  recession  can  dampen. 

Our  continuing  commitment 
to  provide  Americans  with  affordable 
mortgages  is  one  reason  why  60% 
of  ail  Americans  today  do  own  their 
own  homes,  why  for  them  the 
dream  has  been  realized. 

And  why  also  in  the  last  ten  years, 
we've  originated  over  $20  billion 
in  mortgage  loans.  Why  revenues, 
net  income  and  dividends  have  more 
than  doubled  in  the  last  five  years. 

And  why  L&N  has  not  once 
missed  or  reduced  a  single  quarterly 
dividend  since  our  first  one  in  1971. 

As  long  as  Americans  dream  of 
owning  their  own  home,  Lomas  & 
Nettleton  will  be  there  to  make  their 
dreams  come  true. 


6^ 


Lomas  8c  Nettleton 


The  nation 's  premier 
mortgage  banking  institution. 


2001  Bryan  Tower  Suite  3600 
Dallas,  Texas  75201  (214)  746-7111 
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Branch  Corp 
pri  RnT  IRA? 

I  V/  OUA  lot' 

Wilson,  NC  27893 
919-399-4291 

CEO:  L  Vincent  Lowe  fr 
Banks  and  thrifts-Southeast 

Cabot 

125  High  Street 
Boston,  MA  02110 
617-423-6000 

CEO:  Robert  A  Charpie 
Oil-other  Oil  and  gas 
Specialized  chemicals 

Castle  &  Cook 
PO  Box  7330 

San  Francisco,  CA  94111-7330 
415-986-3000 

CEO:  David  H  Murdock 
Food  processor-branded  foods 

Bristol-Myers 

Part  A vcnup 

New  York,  NY  10154 
212-546-4000 

CEO:  Richard  L  Gelb 

Health  drugs/Health-health  caie 

Consumer  products-personal  products 

CalFed 

5670  Wilshire  Boulevard 
Los  Angeles,  CA  90036 
213-932-4200 

CEO:  George  P  Rutland 
Banks  and  thrifts-thrift 

Caterpillar  Tractor 

100  Northeast  Adams  Street 

Peoria,  IL  61629 

309-675-1000 

CEO:  George  A  Schaefer 

Heavy  equipment-building  and  mining 

Brooklyn  Union  Gas 
195  ,Montague  Street 
Brooklyn,  NY  11201-3631 
718-403-2000 

CEO:  Eugene  H  Luntey 
Natural  gas-distnbutor 

California  First  Bank 

350  California  Street 

San  Francisco,  CA  94104-1476 

415-445-0200 

CEO:  Seishichi  ltoh 
Banks  and  thrifts- West 

CBI  Industries 

800  lorie  Boulevard 

Oak  Brook,  IL  60522-^001 

312-654-7000 

CEO:  William  A  Pogue 
Construction-commercial  building 

Brown-Forman 
PO  Box  1080 
Louis vUle,  KY  40201 
502-585-1100 

CEO:  W  L  Lyons  Brown  Ir 

Beverages  &.  tobacco-alcoholic  beverages 

Campbell  Soup 
Campbell  Place 
Camden,  NJ  08101-0391 
609-342-4800 

CEO:  R  Gordon  McGovern 
Food  processor-branded  foods 

CBS 

51  West  52nd  Street 
New  York,  NY  10019 
212-975-4321 

CEO:  Thomas  H  Wyman 
Communications  media-broadcasting 
Leisure  &.  recreation-entertainment 

Brown  Group 

PO  Box  29 

St  Louis,  MO  63166 

314-854-4000 

CEO:  Bernard  A  Bndgewater  fr 

Retailing-shoe  stores 

Apparel  &.  textile  manufacturer-shoes 

Capital  Cities  ABC 
24  East  51st  Street 
New  York,  NY  10022 
212-421-9595 

CEO:  Thomas  S  Murphy 
Communications  media-publishing 
Communications  media-broadcasting 

Celanese 

1211  Avenue  of  the  Americas 
New  York,  NY  10036 
212-719-8000 

CEO:  John  D  Macomber 

Diversified  chemicals 

Apparel  &.  textile  manufacturer-textiles 

Browning-Ferris  Industries 
PO  Box  3151 
Houston,  TX  77253 
713-870-8100 

CEO:  Harry  ]  Phillips  Sr 
Services-industrial 

Capital  Holding 
PO  Box  32830 
Louisville,  KY  40232 
502-560-2000 

CEO:  Thomas  C  Simons 
Insurance-life  and  health 

Centel 

5725  North  East  River  Road 
Chicago,  IL  60631 
312-399-2500 

CEO:  Robert  P  Reuss 
Telecommunications-camer 

Brunswick 

One  Brunswick  Plaza 
Skokie,  IL  60077 
312-470-4700 

CEO:  Jack  F  Reichert 

Leisure  cx  recreation-recreation 

Carolina  Power  &  Light 
PO  Box  1551 
Raleigh,  NC  27602 
919-836-6111 

CEO:  Sherwood  H  Smith  fr 
Electric  utilities-Southeast 

Centerre  Bancorporation 
One  CenterTe  Plaza 
St  Louis,  MO  63101 
314-554-6000 

CEO:  Clarence  C  Barksdale 
Banks  and  thrifts-Midwest 

Burlington  Industries 
PO  Box  21207 
Greensboro,  NC  27420 
919-379-2000 

CEO:  William  A  Klopman 

Apparel  &  textile  manufacturer-textiles 

Consumer  products-home  furnishings 

Carson  Pirie  Scott 
1  South  State  Street 
Chicago,  IL  60603 
312-245-8000 

CEO:  Peter  S  Willmott 
Retailing-department  stores 
Food  distributors-wholesaling 

Centex 

4600  Republic  Bank  Tower 
Dallas,  TX  75201 
214-748-7901 

CEO:  Paul  R  Seegers 
Construction-residential  building 
Construction-commercial  building 

Burlington  Northern 
999  Third  Avenue 
Seattle,  WA  98104-4097 
206-467-3838 

CEO  Richard  M  Bressler 
Surface  transportation -railroads 
Natural  gas-producer  and  pipeliner 

Carter  Kawley  Hale  Stores 

T^fl  Qnnth  Finu'pr  Strppt 

Los  Angeles,  CA  90071 
213-620-0150 

CEO:  Philip  M  Hawley 
Retailing-department  stores 
Retailing-apparel 

Central  &  South  West 
PO  Rnx  660164 
Dallas,  TX  75266-0164 
214-754-1000 

CEO:  Durwood  Chalker 
Electnc  utilities-Southwest 

Burroughs 
Burroughs  Place 
Detroit,  MI  48232 
313-972-7000 

CEO.  W  Michael  Blumenthal 

ers  &  electronics-computers 

Carteret  Savings  Bank  formerly  Carteret  S&L1 
200  South  Street 
Morristown,  NJ  07960 
201-326-1000 

CEO:  Robert  B  O'Brien  (r 
Banks  and  thrifts-thrift 

Central  Bancorporation 
201  East  Fifth  Street 
Cincinnati,  OH  45202 
513-651-8767 

CEO:  Oliver  W  Birckhead 
Banks  and  thrifts-Midwest 
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fifi  I've  discovered  that  wearing  a  dinger 
on  my  chin  detracts  from  my  nose. 

Well,  think  about  it. 

All  your  attention  went  to  my  dinger. 
Right? 

That's  what  makes  dingers™  self- 
adhesive  notes  so  great.  They're 
impossible  to  ignore. 

AMPAD  Corporation  made  dingers 
for  the  office. 

I  think  they  made  a  big  mistake. 

They  figured  everyone  would  leave 
little  notes  and  memos  to  one  another 
on  dingers  'cause  dingers  are  a  cinch 
to  use.  They  stick  without  staples, 
tape  or  paper  clips.  They're  remov- 
able. And,  they  certainly  get  noticed. 
Well,  they  were  right,  dingers  are  per- 
fect for  the  office. 

But,  what  a  waste. 

Think  of  all  the  other  marvelous,  less 
conventional  uses  for  dingers.  My 
chin  is  just  the  beginning! 

Oh  yeah,  just  one  more  thing  -  dingers 
come  in  a  whole  lot  of  different  sizes 
and  colors.  Blue,  green,  pink,  white. 
I  prefer  yellow,  myself.  It  brings  out  the 
little  gold  flecks  in  my  eyes.» 
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Central  Bancshares  of  the  South 

701  South  20th  Street 

Birmingham,  AL  35296 

205-933-3000 

CEO:  Harry  B  Brock  Ir 

Banks  and  thrifts-Southeast 

Chevron 

zzj  Dusn  street 

San  Francisco,  CA  94104-4289 

415-894-7700 

CEO:  George  M  Keller 
Oil-international 

Citizens  Fidelity 
Citizens  Plaza 
Louisville,  KY  40296 
502-581-2100 

CEO:  J  David  Grissom 
Banks  and  thrifts-Midwest 

Central  Fidelity  Banks 
PO  Box  27602 
Richmond,  VA  23261 
804-782-4000 

CEO:  Cauoli  L  Saine 

Banks  ;;nd  thrifts-Mid-Atlantic 

Chrysler 

PO  Hnv  1010 

t  w  dux  lyiy 
Detroit,  MI  48288 
313-956-5252 

CEO:  Lee  Iacocca 

Automotive-automobiles  and  trucks 

City  National 

400  North  Roxbury  Drive 

Beverly  Hills,  CA  90210 

213-550-5400 

CEO:  Bram  Goldsmith 

Banks  and  thrifts-West 

Central  Hudson  Gas  &  Electric 
284  South  Avenue 
Poughkeepsie,  NY  12601-4879 
914-452-2000 

CEO:  John  E  Mack  III 
Electric  utilities-Northeast 

Chubb 

on  d,,v  i/,i  c 
rU  BOX  1013 

Warren,  NJ  07061-1615 
201-580-2000 

CEO:  Henry  U  Harder 
Insurance-property  and  casualty 

CityFed  Financial 

rU  DOX  Lo/  - 

Palm  Beach,  FL  33480 
305-655-5919 
CEO:  Alfred  J  Hedden 
Banks  and  thrifts-thrift 

Central  Illinois  Public  Service 
607  East  Adams  Street 
Springfield,  IL  62701 
217-523-3600 

CEO:  Donald  G  Raymer 
Electric  utilities-Midwest 
Natural  gas-distributor 

Cigna 

One  Logan  Square 
Philadelphia,  PA  19103 
215-557-5000 

CEO:  Robert  D  Kilpatrick 

Insurance-diversified 

Financial  svcs-lending,  leasing  &  ins 

Cleveland  Electric  Illuminating 
po  h,  v  cnnn 

rU  DOX  5UUU 

Cleveland,  OH  44101 
216-622-9800 

CEO:  Robert  M  Ginn 
Electric  utilities-Midwest 

CenTtust 

mi     1.",-.-.     r  1  .»  n  1      m  C»_m« 

1U1  hast  riagler  street 
Miami,  FL  33131 
305-376-5000 

CEO:  David  L  Paul 
Banks  and  thrifts-thrift 

Cincinnati  Financial 

PO  Jinv  1  i:  lOi. 

r\J  BOX 

Cincinnati,  OH  45214-5496 
513-771-2000 

CEO:  John  J  Schiff 
Insurance-diversified 

Clorox 

1  1  T  1  DrAnlm/lll 

l-izi  oroaavvay 
Oakland,  CA  94612 
415-271-7000 

CEO:  Charles  R  Weaver 

Consumer  products-household  products 

Champion  International 
One  Champion  Plaza 
Stamford,  CT  06921 
203-358-7000 

CEO:  Andrew  C  Sigler 
Paper 

Construction-lumber 

Cincinnati  Gas  &  Electric 

rU  KOX  y6U 

Cincinnati,  OH  45201 
513-381-2000 

CEO:  William  H  Dickhoner 
Electric  utilities-Midwest 
Natural  gas-distributor 

Coast  Savings  &  Loan  Assn 
Has  south  Hill  street 
Los  Angeles,  CA  90014 
213-624-2110 

CEO:  Ray  Martin 
Banks  and  thrifts-thrift 

Charter 

rU  BOX  ZU17 

Jacksonville,  FL  32231 
904-358-4111 

CEO:  D  Thomas  Moody 
Oil-other  oil  and  gas 

Circle  K 

rU  Box  52084 

Phoenix,  AZ  85072 

602-253-9600 

CEO:  Karl  Eller 

Food  distributors-convenience  stores 

Coastal  Corp 

9  Greenway  Plaza 

Houston,  TX  77046 

713-877-1400 

CEO:  Oscar  S  Wyatt  Jr 

Oil-other  oil  and  gas 

Natural  gas-producer  and  pipeliner 

Chase  Manhattan 

One  Chase  Manhattan  Plaza 

New  York,  NY  10081 

212-552-2222 

CEO:  Willard  C  Butcher 
Banks  and  thrifts-multinational 

Citadel  Holding 

600  North  Brand  Boulevard 

Glendale,  CA  91203 

818-956-7100 

CEO:  Gerald  D  Barrone 
Banks  and  thrifts-thrift 

Coca-Cola 

PO  Drawer  1734 

Atlanta,  GA  30301 

404-676-2121 

CEO:  Roberto  C  Goizueta 
Beverages  &  tobacco-soft  drinks 

Chemical  New  York 
277  Park  Avenue 
New  York,  NY  10172 
212-310-6161 

CEO:  Walter  V  Shipley 

Banks  and  thrifts-multinational 

Citicorp 

399  Park  Avenue 
New  York,  NY  10043 
212-559-1000 

CEO:  John  S  Reed 

Banks  and  thrifts-multinational 

Coleco  Industries 

999  Quaker  Lane  South 

West  Hartford,  CT  06110 

203-725-6000 

CEO:  Arnold  C  Greenberg 

Leisure  &  recreation-toys  &  electronics 

Chesebrough-Pond's 
Westport,  CT  06881-0851 
203-222-3000 
CEO:  Ralph  E  Ward 

Diversified  chemicals/Consumer  products-per- 
.onal  products/Food  processor-branded  foods 

Citizens  &  Southern  Georgia 

PO  Box  4899 

Atlanta,  GA  30302-4899 

404-581-2121 

CEO:  Bennett  A  Brown 
Banks  and  thrifts-Southeast 

Colgate-Palmolive 
300  Park  Avenue 
New  York,  NY  10022 
212-310-2000 

CEO:  Reuben  Mark 

Consumer  products-personal  products 
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iYISH  LIST 


Does  McKesson  stock 

meet  your  tough  investment  criteria? 
Invest  30  seconds  to  find  out. 

YES 

.  Has  the  return  over  the  past  ten  years 
avPTnppH  1Q%  2  vppir? 

0 

.  Are  earnings  per  share  up  10%  for  the  current 
nscai  year: 

0 

.  Is  the  yield  around  4%%  ? 

0 

.  Are  earnings  relatively  free  from  fluctuations 
in  the  economy  and  interest  rates? 

0 

.  Are  acquisitions  expected  to  accelerate  the 
company's  profitable  growth? 

0 

.  Is  the  company  a  leader  in  one  of  the  fastest 
growing  segments  of  the  U.  S.  economy? 

0 

McKesson  (MCK-NYSE)  is  the  leading  distributor  of  drugs 
and  health  and  beauty  aids,  one  of  the  nation's  fastest  growing 
industries.  Our  computerized  nationwide  distribution  network 
serves  a  wide  range  of  health  care  and  retail  businesses — from 
drugstores,  hospitals  and  veterinarians  to  stationers,  super- 
markets and  mass  merchandisers,  with  annual  sales  of  over 
$6  billion. 

To  learn  more,  call  (800)  952-5656,  or  write  McKesson  Corp., 
Investor  Relations  Dept.,  One  Post  Street,  San  Francisco,  CA  94104. 

McKesson 

Masters  of  Value-Added  Distribution 
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Collins  &  Aikman 
210  Madison  Avenue 
New  York,  NY  10016 
212-578-1200 

CEO  Donald  F  McCullough 

Apparel  &  textile  manufacturer-textiles 

Combined  International 
222  North  Dearborn  Street 
Chicago,  IL  60601 
312-269-4000 

CEO:  Patrick  G  Ryan 
Insurance-diversified 

Commerce  Clearing  House 
4025  West  Peterson  Avenue 
Chicago,  IL  60646 
312-583-8500 

CEO:  Richard  T  Merrill 
Communications  media-publishing 

Colorado  National  Bankshares 

PO  Box  5168 

Denver,  CO  80217 

303-629-1968 

CEO:  Will  F  Nichols  Ir 

Banks  and  thrifts-Southwest 

Combustion  Engineering 
PO  Box  9308 
Stamford,  CT  06904 
203-329-8771 

CEO:  Charles  E  Hugel 
Heavy  equipment-industrial 

Commerce  Union 

One  Commerce  Place 

Nashville,  TN  37219 

615—749-3333 

CEO:  Dennis  C  Bottorff 

Banks  and  thrifts-Southeast 

Colt  Industries 
430  Park  Avenue 
New  York,  NY  10022 
212-940-0400 

CEO:  David  I  Margolis 
Automotive-automotive  parts/Aerospace  and 
defense/Heavy  equipment-industrial 

Comdisco 
6400  Shafer  Court 
Rosemont,  IL  60018 
j  i  z.— oy  o—  3uuu 

CEO:  Kenneth  N  Pontikes 
Services-office 

Commonwealth  Edison 
PO  Box  767 
Chicago,  IL  60690 
ill— ZV4 — 4321 

CEO:  James  I  O'Connor 
Electric  utilities-Midwest 

Columbia  Gas  System 
200  Montchanin  Road 
Wilmington,  DE  19807 

3A0    lin  CAAA 
JUZ— 4Zy— 3UUU 

CEO:  John  H  Croom 
Natural  gas-integrated 

Comerica 

211  West  Fort  Street 
Detroit,  MI  48275 

5 1  j — iii-jjUU 

CEO:  Donald  R  Mandich 
Banks  and  thrifts-Midwest 

Community  Psychiatric  Centers 
2204  East  Fourth  Street 
Santa  Ana,  CA  92705 

71  A  OIC  

/  11 — Bj>-4jj5 

CEO:  lames  W  Conte 
Health-hospital  management 

Columbia  Savings  &  Loan  Assn 
8840  Wilshire  Boulevard 
Beverly  Hills,  CA  90211 
213—657-6134 

CEO:  Thomas  Spiegel 
Banks  and  thrifts-thrift 

Commerce  Bancshares 
PO  Box  13686 
Kansas  City,  MO  64199 
816-234—2000 

CEO:  lames  M  Kemper  Jr 
Banks  and  thrifts-Midwest 

ConAgra 

One  Central  Park  Plaza 
Omaha,  NE  68102 
402-978-4000 

CEO:  Charles  M  Harper 
Food  processor-branded  foods 

The  Lifestyle 

Discover  a  city  where  business  truly  con 
to  life.  San  Antonio. 

Here  you'll  find  a  unique  style  of  li\ 
ing.  Enjoy  lunch  with  the  Symphony.  O 
take  a  leisurely  stroll  along  the  Riverwal 
San  Antonio  is  a  place  where  you 
and  your  employees  can  thrive  and  grov 
Yet  still  enjoy  a  host  of  cultural  and  rec- 
reational pursuits. 

Take  a  closer  look  at  the  city  of 
tomorrow.  And  experience  San  Antonio 
The  Energy.  The  Growth.  The  Lifestyle 


The  Good  Life  for  Business. 

To  find  out  more,  contact  Stephanie  Colema 
President,  San  Antonio  Economic  Developm 
Foundation,  Department  AF,  P.O.  Box  1628 
San  Antonio,  TX  78296.  (512)  226-1394. 
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When  I  grow  up  I  want 
to  be  a  lawyer. 


I  want  to  be  a  capitalist. 


Today  they  play  together. 

Tomorrow  they'll  work  together. . . 


...Like  the  lawyers  and  business  people 
who  work  together  every  day.  And  every 
day  the  ABA  JOURNAL  is  there  to  ad- 
dress the  personal,  professional  and 
business  interests  of  attorneys.  That's  how 
we've  built  our  circulation  to  350,000 
affluent  and  influential  lawyers. 

It  was  not  so  very  long  ago  when  these 
same  successful  professionals  were 
dreaming  of  becoming  lawyers... 
and  capitalists. 


the  exceptional  affluence  of  the  average 
ABA  JOURNAL  subscriber: 

•  $1 22,000  annual  income 

•  $509,000  family  net  worth 

•  $300,000  investment  portfolio 

•  1  out  of  9  subscribers  has  a  net  worth 
exceeding  $1  million 

If  you  want  to  reach  and  sell  this  important 
market,  join  the  growing  ranks  of  ABA 
JOURNAL  advertisers.  To  schedule  your 
insertion  and  to  obtain  complete  media 
information  simply  call  (212)  868-6220. 

The  ABA  JOURNAL... 
It's  good  for  business. 


1  out  of  9  have 
grown  up  to  be  millionaires. 

A  recent  subscriber  study  conducted  by 
Don  Bowdren  Associates  documented 


National  Advertising  Representatives: 

MacDonald  Flanagan,  Inc. 

12  West  32nd  Street 

New  York,  New  York  10001 


Where  to  find  The  Forbes  500s 


Conifer  Group 
370  Main  Street 
Worcester,  MA  01608 
617-752-5661 

CEO:  Kenneth  Mcllraith 
Banks  and  thrifts-Northeast 

Control  Data 
PO  Box  O 

Minneapolis,  MN  55440 
612-853-8100 

CEO:  Robert  M  Price 

Computers  &  electronics-computers 

Financial  svcs-lending,  leasing  &  ins 

Crown  Zellerbach 

One  Bush  Street 

San  Francisco,  CA  94104 

415-951-5000 

CEO:  William  T  Creson 
Paper 

Consolidated  Edison 
4  Irving  Place 
New  York,  NY  10003 
212-460-4600 

CEO:  Arthur  Hauspurg 
Electric  utilities-Northeast 

Cooper  Industries 
PO  Box  4446 
Houston,  TX  77210 
713-739-5400 

CEO:  Robert  Cizik 

Heavy  equipment-industrial 

Electrical  equipment 

CSX 

PO  Box  C-32222 
Richmond,  VA  23261 
804-782-1400 

CEO:  Hays  T  Watkins 
Surface  transportation -railroads 
Natural  gas-producer  and  pipeliner 

Consolidated  Freightways 

PO  Box  10340 

Palo  Alto,  CA  94303 

415-494-2900 

CEO:  Raymond  F  O'Brien 

Surface  transport -trucking  &  leasing 

Adolph  Coors 

Golden,  CO  80401 

303-279-6565 

CEO:  William  K  Coors 

Beverages  &  tobacco-alcoholic  beverages 

Cullen/Frost  Bankers 

PO  Box  1600 

San  Antonio,  TX  78296 

512-220-4011 

CEO:  Thomas  C  Frost 
Banks  and  thrifts-Southwest 

Consolidated  Natural  Gas 
Four  Gateway  Center 
Pittsburgh,  PA  15222 
412-227-1000 

CEO:  George  J  Tankersley 
Natural  gas-integrated 

CoreStates  Financial 
Broad  &  Chestnut  Streets 
Philadelphia,  PA  19101 
215-629-3100 

CEO:  G  Morns  Dorrance  Jr 
Banks  and  thrifts-Mid-Atlantic 

Cummins  Engine 
500  Jackson  Street 
Columbus,  IN  47202-3005 
812-377-5000 

CEO:  Henry  B  Schacht 
Automotive-automotive  parts 

Consolidated  Papers 
PO  Box  50 

Wisconsin  Rapids,  WI  54494 
715-422-3111 

CEO:  George  W  Mead 
Paper 

Corning  Glass  Works 
Houghton  Park 
Corning,  NY  14831 
607-974-9000 

CEO:  James  R  Houghton 

Health-health  care/Consumer  products-home 

furnishings/Computers  &  electronics-equip 

Cyclops 

650  Washington  Road 
Pittsburgh,  PA  15228 
412-343-4000 

CEO:  William  H  Knoell 
Metals-steel 

Consumers  Power 

212  West  Michigan  Avenue 

Jackson,  MI  49201 

517-788-0550 

CEO-  William  T  McCormick  Jr 
Electric  utilities-Midwest 
Natural  gas-distributor 

CPC  International 
PO  Box  8000 

Englewood  Cliffs,  NJ  07632 
201-894-4000 

CEO:  James  R  Eiszner 

Food  processor-branded  foods 

Food  processor-commodities 

Dana 

PO  Box  1000 
Toledo,  OH  43697 
419-535-4500 

CEO:  Gerald  B  Mitchell 
Automotive-automotive  parts 

Continental  Bancorp 
1500  Market  Street 
Philadelphia,  PA  19102 
215-564-7000 

CEO:  Roy  T  Peraino 
Banks  and  thrifts-Northeast 

Cray  Research 

608  Second  Avenue  South 

Minneapolis,  MN  55402 

612-333-5889 

CEO:  John  A  Rollwagen 
Computers  &  electronics-computers 

Dart  &  Kraft 
2211  Sanders  Road 
Northbrook,  IL  60062 
312-498-8000 

CEO:  John  M  Richman 
Food  processor-branded  foods 

Continental  Corp 
180  Maiden  Lane 
New  York,  NY  10038 
212-440-3980 

CEO:  John  P  Mascotte 
Insurance-diversified 

CrossLand  Savings  FSB 
211  Montague  Street 
Brooklyn,  NY  11201 
718-780-0400 

CEO:  Luke  A  Baione 
Banks  and  thrifts-thrift 

Data  General 
4400  Computer  Drive 
Westboro,  MA  01580 
617-366-8911 

CEO:  Edson  D  de  Castro 
Computers  &.  electronics-computers 

Continental  Illinois 
231  South  LaSalle  Street 
Chicago,  IL  60697 
312-828-2345 

CEO:  lohn  E  Swearingen 
Banks  and  thrifts-multinational 

Crown  Central  Petroleum 
PO  Box  1168 
Baltimore,  MD  21203 
301-539-7400 

CEO:  Henry  A  Rosenberg  Jr 
Oil-other  oil  and  gas 

Dauphin  Deposit 
PO  Box  2961 
Harrisburg,  PA  17105 
717-255-2121 

CEO:  John  D  Wickert 

Banks  and  thrifts-Mid-Atlantic 

Continental  Telecom 

245  Periruete?  Center  Parkway 

Atlanta,  GA  30346 

404-391-8000 

CEO:  John  N  Lernasters 
Telecommunications-carrier 

Crown  Cork  &  Seal 
9300  Ashton  Road 
Philadelphia,  PA  19136 
215-698-5100 

CEO:  John  F  Connelly 
Packaging 

Dayton-Hudson 
777  Nicollet  Mall 
Minneapolis,  MN  55402 
612-370-6948 

CEO:  Kenneth  A  Macke 
Retailing-discount  &  variety  stores 
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YEN  THREE  ONE  FOXTROT... 

UTION  WAKE  TURBULENCE 
PARTING  DC10  HEAVY... 

EARED  FOR  TAKEOFF 
NWAY  25  RIGHT." 


0830— Aboard  this  Garrett-powered 
aft,  the  mike  cord  vibrates  as  a 
,000  lb.  machine  climbs  out  ahead. 
Ease  forward. 

Garrett  TFE731  Turbofans  respond, 
i  the  same  reliability  as  commercial 
lers.  Providing  the  same  low,  un- 


scheduled removal  rates.  And  allowing 
modular,  progressive  maintenance  instead 
of  fixed  time  between  overhauls. 

As  airframe  designs  advance,  the  role 
of  Garrett  Turbofans  increases.  Powering 
a  growing  number  of  super-efficient 
business  aircraft  over  record  distances. 


Garrett  Corporation,  Box  92248, 
Los  Angeles,  CA  90009.  (213)  417-6939. 

GARRETT 


Where  to  find  The  Forbes  500s 


A  WEEK. 


Unlike  business  papers  that  publish  only  on  weekdays, 
Mead  Business  Papers  cover  you  seven  days  a  week. 
Because  we  know  your  business  can '/  stop  for  a  weekend. 


(Toad 


Business  Papers 

Meodfbpef/CourfhousePfa/o  Daytor,  0^45463 


By  the  year 2000, 

2  out  of  3 
Americans  could 
be  illiterate. 


It's  true. 

Today,  75  million  adults... 
about  one  American  in  three, 
can't  read  adequately.  And  by 
the  year  2000,  U.S.  News  & 
World  Report  envisions  an 
America  with  a  literacy  rate  of 
only  30%. 

Before  that  America  comes 
to  be,  you  can  stop  it... 
by  joining  the  fight  against 
illiteracy  today. 

Call  the  Coalition  for  Literacy 
at  toll-free  1-800-228-8813  and 
volunteer. 

Volunteer  Against  Illiteracy. 
The  only  degree  you  need 
is  a  degree  of  caring. 


il  Coalition  for  Literacy 


Dayton  Power  &  Light 
Courthouse  Plaza  Southwest 
Dayton,  OH  45402 
513-224-6000 

CEO:  Peter  H  Forster 
Electric  utilities-Midwest 
Natural  gas-distnbutor 

Walt  Disney 

500  South  Buena  Vista  Street 
Burbank,  CA  91521 
818-840-1000 

CEO:  Michael  D  Eisner 

Leisure  &.  recreation-entertainment 

Deere 

John  Deere  Road 
Moline,  IL  61265 
309-752-8000 

CEO:  Robert  A  Hanson 
Heavy  equipment-agricultural 

Dominion  Bankshares 

PO  Box  13327 

Roanoke,  VA  24040 

703-563-7000 

CEO:  Warner  N  Dalhouse 

Banks  and  thnfts-Mid-Atlantic 

Delmarva  Power  &  Light 
PO  Box  231 
Wilmington,  DE  19899 
302-429-3011 

CEO:  Nevius  M  Curtis 
Electric  utilities-Northeast 

Dominion  Resources 
PO  Box  26532 
Richmond,  VA  23261 
804-771-3000 

CEO:  William  W  Berry 
Electric  utilities-Southeast 

Delta  Air  Lines 
Atlanta  Airport 
Atlanta,  GA  30320 
404-765-2600 

CEO:  David  C  Garrett  Jr 
Air  transport-passenger 

RR  Donnelley  &  Sons 

2223  Martin  Luther  King  Drive 

Chicago,  IL  60616 

312-326-8000 

CEO:  John  B  Schwemm 
Communications  media-publishing 

Deluxe  Check  Printers 

PO  Box  64399 

St  Paul,  MN  55164-0399 

612-483-7111 

CEO:  Eugene  R  Olson 
Communications  media-publishing 

Dover 

277  Park  Avenue 
New  York,  NY  10172 
212-826-7160 

CEO:  Gary  L  Roubos 

Diversified  companies-multicompany 

Construction-commercial  building 

Deposit  Guaranty 
PO  Box  1200 
Jackson,  MS  39205 
601-354-8564 

CEO:  Emerson  B  Robinson  Jr 
Banks  and  thrifts-Midwest 

Dow  Chemical 

2030  Willard  H  Dow  Center 

Midland,  MI  48674 

517-636-1000 

CEO:  Paul  F  Oreffice 
Diversified  chemicals 

Detroit  Edison 
2000  Second  Avenue 
Detroit,  MI  48226 
313-237-8000 

CEO:  Walter  J  McCarthy  Jr 
Electric  utilities-Midwest 

Dow  Jones 

200  Liberty  Street 

New  York,  NY  10281 

212-416-2000 

CEO:  Warren  H  Phillips 
Communications  media-publishing 

Diamond  Shamrock 
717  North  Harwood  Street 
Dallas,  TX  75201 
214-922-2000 

CEO:  William  H  Bncker 
Oil-other  oil  and  gas 

Downey  Savings  &  Loan  Assn 

PO  Box  6000 

Costa  Mesa,  CA  92626 

714-549-8811 

CEO:  Gerald  H  McQuarrie 
Banks  and  thrifts-thrift 

Digital  Equipment 
111  Powdermill  Road 
Maynard,  MA  01754 
617-493-5111 

CEO:  Kenneth  H  Olsen 
Computers  &  electronics-computers 

Dresser  Industries 
PO  Box  718 
Dallas,  TX  75221 
214-740-6000 

CEO:  John  J  Murphy 
Oil-oilfield  services 

Dillard  Department  Stores 

PO  Box  486 

Little  Rock,  AR  72201 

501-376-5200 

CEO:  William  T  Dillard  Sr 
Retaihng-department  stores 

Dreyfus 

767  Fifth  Avenue 
New  York,  NY  10153 
212-715-6000 

CEO:  Howard  Stein 

Financial  svcs-lending,  leasing  &  ins 
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Pont  de  Nemours 
Market  Street 
ington,  DE  19898 
74-1000 

Edward  G  Jefferson 
ternational 
sifted  chemicals 


Power 

>x  33189 

otte,  NC  28242 

73-4011 

William  S  Lee 

ic  utilities-Southeast 


i  Bradstreet 
ark  Avenue 
r"ork,  NY  10171 
93-6800 

Charles  W  Montz 
tiunications  media-publishing 
nunications  media-media  services 


esne  Light 
)xtord  Centre 
urgh,  PA  15279 
93-6000 

Wesley  W  von  Schack 
ic  utilities-Midwest 


:ems 

ix  660248 

i,  TX  75266-0248 

61-1000 

John  W  Dixon 
pace  and  defense 


n  Air  Lines 

i  International  Airport 
i,  FL  33148 
73-2211 

Frank  Borman 
insport-passenger 


n  Gas  &  Fuel  Associates 
ieacon  Street 
n,  MA  02108 
42-9200 

William  J  Pruyn 
al  gas-distributor 


an  Kodak 
:ate  Street 
:ster,  NY  14650 
24-4000 

Colby  H  Chandler 

e  &  recreation-photography 


Center 

land,  OH  44114 
23-5000 

James  R  Stover 

iuters  ck  electronics-electronic  equip 
notive-automotive  parts 


xkerd 
IX  4689 

water,  FL  33518 
97-7461 

Stewart  Turley 
ing-drugstores 


ARBY'S 
IS  ON  A  ROLL. 


net  worth— talk  to  us.  Write:  Fran- 
chising Department,  Arby's  Inc.,  Ten 
Piedmont  Center,  Atlanta,  Ga. 
30305.  Or  call  1-800-554-1388 
(404-262-2729  in  Georgia,  Hawaii 
and  Alaska).  And  get  a  bite  of  the 
action. 


At  Arby's,  the  world's 
largest  roast  beef  restau- 
rant chain,  a  new  fran- 
chise opens  every  48 
hours.  If  you've  got  what 
it  takes  to  keep  up  with 
this  pace— plus  at  least 
$100,000  in  liquid  assets 
and 

$250,000 


0 


Don't  get 
trapped  by 
lower 
rates. 


If  you've  been  tempted  to  nibble 
at  the  new  CDs  that  banks  are 
offering,  take  a  closer  look  at  the 
bait:  lower  interest  rates 
than  you've  seen  in  years. 
So  before  you're  lured  into 
a  bank  CD,  consider  an 
investment  in  Twentieth  Century  U.S.  Govern- 
ments— a  mutual  fund  for  people  who  want  both 
high  current  income*  and  the  kind  of  safety  that 
4T  ^  ■  ^  ^  A  -  -  comes  from  investing  only  in  secu- 

B  .1  W  J*5^Tiff~  _  rities  of  the  U.S.  government  and 
^-^^^-^  its  agencies.  Don't  get  trapped  by  a 

low-yield  CD.  Make  your  escape  now,  with  U.S.  Governments. 
Want  to  know  more?  For  complete  information  about  U.S.  Governments 
and  our  six  other  funds,  write  or  call  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

No-Load,  No-Minimum  Mutual  Funds 

Please  send  a  free  prospectus  lo: 

Name  __ 


Address 
City  - 


State 


Zip . 


FBS860428  P.O.  Box  200,  Kansas  City,  Mo.  64141  (816)  531-5575 

*Share  price  and  yield  fluctuate  and  are  not  guaranteed.  Past  results  do  not  predict 

FBS860428 


future  performance. 


APRIL  28,  1986 
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EG&G 

45  William  Street 

Wellesley,  MA  02181 

617-237-5100 

CEO:  Dean  W  Freed 

Aerospace  and  defense 

Computers  is  electronics-electronic  equip 

Ex-Cell-O 

2855  Coolidge  Highway 
Troy,  MI  48084 
313-637-1000 

CEO:  E  Paul  Casey 

Aerospace  and  defense/Heavy  equipment- 
industrial  Automotive-automotive  parts 

Financial  Corp  of  America 

PO  Box  19689 

Irvine,  CA  92?  13-9689 

714-553-6900 

CEO:  William  I  Popeioy 
Banks  and  thrifts-thnft 

El  Paso  Electric 

PO  Box  982 

El  Paso,  TX  "9960 

915-543-5711 

CEO:  Evem  R  Wall 
Electric  utilities-Southwest 

Exxon 

1251  Avenue  of  the  Americas 
New  York,  NY  10020-1198 
212-333-1000 

CEO:  Clifton  C  Garvin  (r 
Oil-international 

Financial  Corp  of  Santa  Barbara 

PO  Box  1109 

Santa  Barbara,  CA  93102 

805-682-2300 

CEO:  Philip  R  Bnnkerhoff 
Banks  and  thrifts-thrift 

Emerson  Electric 

8000  West  Florissant  Avenue 

St  Louis,  MO  63136 

314-553-2000 

CEO:  Charles  F  Knight 
Electrical  equipment 
Consumer  products-appliances 

Far  West  Financial 

4001  MacArthur  Boulevard 

Newport  Beach,  CA  92660 

714-833-8585 

CEO:  David  E  Blackford 
Banks  and  thrifts-thrift 

Fireman's  Fund 
777  San  Marin  Drive 
Novato,  CA  94998 
415-899-2000 

CEO:  John  J  Byrne 
Insurance-property  and  casualty 

Emhart 

PO  Box  2730 

Hartford,  CT  06101 

203-678-3000 

CEO:  Peter  L  Scott 

Heavy  equipment-industrial 

Farm  &  Home  Savings  Assn 
PO  Box  1893 
Nevada,  MO  64772 
417-667-3333 

CEO:  C  A  Duncan  Ir 
Banks  and  thrifts-thrift 

Firestone  Tire  &  Rubber 
1200  Firestone  Parkway 
Akron,  OH  44317 
216-379-7000 

CEO:  John  I  Nevin 
Automotive-tire  and  rubber 

Engelhard 
Menlo  Park  CN-40 
Edison,  M  08818 
201-632-6000 

CEO:  Onn  R  Smith 
Metals-nonferrous  metals 
Specialized  chemicals 

Farmers  Group 

4680  Wilshire  Boulevard 

Los  Angeles,  CA  90010 

213-932-3200 

CEO:  Richard  G  Lindsley 
Insurance-diversified 

First  Alabama  Bancshares 
PO  Box  1448 
Montgomery,  AL  36102 
205-832-8011 

CEO:  Willard  L  Hurley 
Banks  and  thrifts- Southeast 

Enserch 

300  South  St  Paul  Street 
Dallas,  TX  75201 
214-651-8700 

CEO:  William  C  McCord 
Natural  gas-integrated 
Construction-commercial  building 

Federal  Express 
PO  Box  727 

Memphis,  TN  38194-1711 
901-369-3600 

CEO:  Frederick  W  Smith 
Air  transport-freight 

First  American 
First  American  Center 
Nashville,  TN  37237 
615-748-2100 

CEO:  Kenneth  L  Roberts 
Banks  and  thrifts-Southeast 

Entex 

PO  Box  2628 

Houston,  TX  77252-2628 

713-654-5100 

CEO:  fackson  C  Hinds 
Natural  gas-distnbutor 

Federal  National  Mortgage  Assn 
3900  Wisconsin  Avenue  \W 
Washington,  DC  20016 
202-53?-"'000 

CEO.  David  O  Maxwell 

Financial  svcs-lending,  leasing  &  ins 

First  Bancorporation  of  Ohio 
106  South  Main  Street 
Akron,  OH  44308 
216-384-8000 

CEO:  Howard  L  Flood 
Banks  and  thrifts-Midwest 

Equitable  Bancorporation 
100  South  Charles  Street 
Baltimore,  MD  21201 
301-547-4000 

CEO:  H  Grant  Hathaway 
Banks  and  thnfts-Mid-Atlantic 

Federated  Department  Stores 
7  West  Seventh  Street 
Cincinnati,  OH  45202 
513-579-7000 

CEO:  Howard  Goldfeder 
Retailmg-department  stores 

First  Bank  System 
PO  Box  522 

Minneapolis,  MN  55480 
612-370-5100 

CEO:  Dewalt  H  Ankey  Jr 
Banks  and  thrifts-Midwest 

Equitable  Resources 
420  Boulevard  of  the  Allies 
Pittsburgh,  PA  15219 
412-471-7600 

CEO:  Donald  I  Moritz 
Natural  gas-distributor 

Fidelcor 

Broad  &  Walnut  Streets 
Philadelphia,  PA  19109 
215-985-6000 

CEO:  Harold  W  Pote 

Banks  and  thrifts-Mid-Atlantic 

First  Boston 

Park  Avenue  Plaza 

New  York,  NY  10055 

212-909-2000 

CEO:  Peter  T  Buchanan 

Financial  services-securities  brokerage 

Ethvl 

PO  Box  2189 

Richmond,  VA  23217 
804-788-5000 

CEO:  T-Joyd  D  Gotrwald  Jr 

Specialized  chemicals 

Fifth  Third  Bancorp 
38  Fountain  Square  Plaza 
Cincinnati,  OH  45263 
513-579-5300 

CEO:  Clement  L  Buenger 
Banks  and  thnfts-Midwest 

First  Capital 
PO  Box  291 
Jackson,  MS  39205 
601-354-5111 

CEO:  Frank  R  Day 

Banks  and  thrifts-Southeast 
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rthing  moves  a  company  faster  than  ideas, 
novation  makes  GenCorp  one  of  the  fastest  moving 
mpanies  in  transportation.  We've  developed  new 
>erglass-reinforced  composites  for  automotive  body 
its,  stronger  adhesives  for  high-mileage  tires,  and 
proved  vibration-isolation  products  tor  smoother 
fes.  More  and  better  ideas  are  just  down  the  road. 


:neral  Tire  and  DiversiTech  General  are  two  of  the 
gressive  businesses  that  put  GenCorp  in  a  strong 
sition  to  serve  the  automotive  market.  The  other 
knCorp  subsidiaries  are  Aerojet    I  Zl 
:neral  and  RKO  General.  M  UENCDRP 


A  new  direction 


Where  to  find  The  Forbes  500s 


First  Chicago 

One  First  National  Plaza 

Chicago,  IL  60670 

312-732-4000 

CEO:  Barry  F  Sullivan 

Banks  and  thrifts-multinational 

First  Hawaiian 

PO  Box  3200 

Honolulu,  HI  96847 

808-525-7000 

CEO:  (ohn  D  Bellinger 

Banks  and"  thrifts-West 

First  Tennessee  National 
165  Madison  Avenue 
Memphis,  TN  38103 
901-523-4444 

CEO:  Ronald  Terry 

Banks  and  thrifts-Southeast 

First  Citizens 

rU  DOX  101 

Raleigh,  NC  27602 
919-755-7000 

CEO:  Lewis  R  Holding 
Banks  and  thrifts-Southeast 

First  Interstate  Bancorp 

PO  Box  54068 

Los  Angeles,  CA  90054 

213-614-3001 

CEO:  Joseph  J  Pinola 
Banks  and  thrifts -West 

First  Union 
First  Union  Plaza 
Charlotte,  NC  28288 
704-374-6565 

CEO:  Edward  E  Crutchfield  Jr 
Banks  and  thrifts-Southeast 

First  Citv  Bancorporation  of  Texas 

PM  Rnv  71R7 

Houston,  TX  77252 
713-658-6011 

CEO:  James  A  Elkins  Jr 
Banks  and  thrifts-Southwest 

First  Jersey  National 
2  Montgomery  Street 
Jersey  City,  NJ  07302 
201-547-7000 

CEO:  Thomas  J  Stanton  Jr 
Banks  and  thrifts-Northeast 

First  Virginia  Banks 
6400  Arlington  Boulevard 
Falls  Church,  VA  22046 
703-241-4000 

CEO:  Robert  H  Zalokar 
Banks  and  thrifts-Mid-Atlantic 

First  Columbia  Financial 

pn  Rnv  1  71  77 

Englewood,  CO  80217-0127 
303-773-3444 

CEO:  Bob  R  Baker 
Banks  and  thrifts-thrift 

First  Kentucky  National 
PO  Rnx  36000 
Louisville,  KY  40233 
502-581-4200 

CEO:  A  Stevens  Miles 
Banks  and  thrifts-Southeast 

First  Wachovia 
PO  Box  3099 

Winston-Salem,  NC  27150 
919-770-5000 

CEO:  John  G  Medlin  Jr 
Banks  and  thrifts-Southeast 

First  Commerce 
PO  Roy  60779 

New  Orleans,  LA  70160 
504-561-1371 

CEO:  Ian  Arnof 

Banks  and  thrifts-Southeast 

First  Maryland  Bancorp 
7S  Smith  Charles  Street 
Baltimore,  MD  21201 
301-244-4000 

CEO:  Charles  W  Cole  Jr 
Banks  and  thrifts-Mid-Atlantic 

First  Wisconsin 
PO  Box  532 
Milwaukee,  WI  53201 
414-765-4321 

CEO:  Hal  C  Kuehl 
Banks  and  thrifts-Midwest 

First  Empire  State 

Buffalo,  NY  14240 
716-842-5445 

CEO:  Robert  G  Wilmers 
Banks  and  thrifts-Northeast 

First  National  Cincinnati 

PO  Rnv  If) IK 

I\J  DUA  1U  JO 

Cincinnati,  OH  45201 
513-632-4000 

CEO:  Oliver  W  Waddell 
Banks  and  thrifts-Midwest 

FirsTier 

tarn  am  at  ^pvpntppnfn 
-  a  1  1 1  d  1 1 1  dl    ic  v  ClUcciiiii 

Omaha,  NE  68102 
402-348-6000 

CEO:  John  D  Woods 
Banks  and  thrifts-Midwest 

First  Executive 

PO  Rnv  dO'JIt 

I KJ  DUX  UU7U 

Inglewood,  CA  90312-6090 
213-312-1000 

CEO:  Fred  Carr 
Insurance-life  and  health 

First  of  America  Bank 
108  East  Alichigan  Avenue 
Kalamazoo,  MI  49007 
616-383-9000 

CEO:  Daniel  R  Smith 
Banks  and  thrifts-Midwest 

Fleet  Financial  Group 

( 1  It  onnoni'  P 1  - >  t  i 
J'l   r\L  IIIICU  \    t  IdZd 

Providence,  RI  02903 
401-278-5800 

CEO:  J  Terrence  Murray 
Banks  and  thrifts-Northeast 

First  Federal  of  Michigan 

1  Cifi  1    iVnnrl  \aj  t  rn  Airomio 

iuui  vviiuuwiiru  /ivcnut. 
Detroit,  MI  48226 
313-965-1400 

CEO:  Fames  A  Aliber 
Banks  and  thrifts-thrift 

First  Pennsylvania 
Centre  Square  Building 
Philadelphia,  PA  19101 
215-786-5000 

CEO:  George  A  Butler 

Banks  and  thrifts-Mid-Atlantic 

Fleming  Cos 

PO  Rnv  7mmA7 
[\J  DUX  iOOf/ 

Oklahoma  City,  OK  73126-0647 
405-840-7200 

CEO:  Richard  D  Harrison 
Food  distributors-wholesaling 

First  Fidelity  Bancorp 

\»uiiiiciiy  nrsi  ^aiiuiidi  jiaic  DJnLorpi 

550  Broad  Street 

Newark,  NJ  07192 

201-565-3200 

CEO:  Robert  R  Ferguson  Jr 

Banks  and  thrifts-Northeast 

First  Railroad  &  Banking  Co  of  Georgia 

PO  Rnv  'J  1  nO 

CVJ  DOX  Z1UZ 

Augusta,  GA  30913 
404-823-2753 

CEO:  Charles  B  Presley 
Banks  and  thrifts-Southeast 

Florida  Federal  Savings  &  Loan  Assn 

ikJ  DOX  17UV 

St  Petersburg,  FL  33731 
813-893-1131 

CEO:  Eric  Stattin 
Banks  and  thrifts-thrift 

First  Florida  Banks 
111  Madison  Street 
Tampa,  FL  33602 
813-224-1455 

CEO:.  A  Bronson  Thayer 
Banks  and  thrifts-Southeast 

First  Security 

PO  Box  30006 

Salt  Lake  City,  UT  84130 

801-350-6000 

CEO:  Spencer  F  Eccles 
Banks  and  thrifts- West 

Florida  National  Banks  of  Florida 
PO  Box  689 
Jacksonville,  FL  32201 
904-359-5020 

CEO:  John  D  Uible 

Banks  and  thrifts-Southeast 
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Very  Dependable. 
Accurate.  And  Swiss. 


Very  American,  too.  Proud.  Inventive.  And 
ivolved. 

It's  that  perfect  blend  of  American  innovation  and 
wiss  exactness  that  makes  us  the  best  insurance 
rotection  for  your  valued  business. 

We  create  world  class  insurance  that's  in  a  class 
y  itself. 


Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
enterprise. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'll  hear  our  Swiss  accent  on 
dependability. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg,  IL  60196 


A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


Where  to  find  The  Forbes  500s 


Florida  Progress 
270  First  Avenue  South 
St  Petersburg,  FL  33701 
813-895-1700 

CEO:  Andrew  H  Hines  Ir 
Electric  utilities  Southeast 

Fruehauf 

Detroit,  MI  48232 
313-267-1000 

CEO:  Robert  D  Rowan 
Automotive-automobiles  and  trucks 

General  Electric 

1 1    ^  Fait  fin  Tiifti  m  L  i- 

Fairfield,  CT  06431 
203-373-2211 

CEO:  John  F  Welch  Jr 

Diversified  companies-multicompany/Elec 

tncal  equipment/Consumer  products  appli. 

Fluor 

3333  Michelson  Drive 

Irvine,  CA  92730 

714-975-2000 

CEO:  David  S  Tappan  Jr 

Construction-commercial  building 

GAF 

1)111    /\1U9  l\UdU 

Wayne,  NJ  07470 
201-628-3000 

CEO:  Samuel  J  Heyman 
Construction-construction  materials 
Specialized  chemicals 

General  Mills 

PO  Rnv  1111 

L\J  DtJ  A  111  J 

Minneapolis,  MN  55440 
612-540-2311 

CEO:  H  Brewster  Atwater  Jr 
Food  processor-branded  foods 
Food  distributors-restaurant  chains 

FMC 

zuu  nasi  Kanuoipn  unve 
Chicago,  IL  60601 
312-861-6000 

CEO:  Robert  H  Malott 

Diversified  companies-multicompany 

Diversified  chemicals/ Aerospace  and  defense 

Gannett 

PO  Rnt  7K58 

Washington,  DC  20044 
703-284-6000 

CEO:  Allen  H  Neuharth 
Communications  media-publishing 

General  Motors 

Detroit,  MI  48202 
313-556-5000 
CEO:  Roger  B  Smith 
Automotive-automobiles  and  trucks 

Food  Lion 

rU  BOX  UoU 

Salisbury,  NC  28145-1330 
704-633-8250 

CEO:  Tom  Smith 

Food  distributors-regional  supermarkets 

GATX 

LAKf  jUUUI  nUrJMUC  r  Id/ J 

Chicago,  IL  60606-9990 
312-621-6200 

CEO:  James  J  Glasser 

Surface  transportation-railroads 

General  Public  Utilities 

1  Aft  Intpmir*"   P  -a  rlr  aa'  i  ai 
11/1/  1 II  Icipdlc  rdiKWdy 

Parsippany,  NJ  07054-1149 
201-263-6500 

CEO:  William  G  Kuhns 
Electric  utilities-Northeast 

Ford  Motor 

pn  r„ v  1  fiOQ 

rvj  BOX  1077 

Dearborn,  MI  48121 
313-322-3000 

CEO:  Donald  E.  Peterson 
Automotive-automobiles  and  trucks 

Geico 

Geico  Plaza 
Washington,  DC  20076 
301-986-3000 

CEO:  William  B  Snyder 
Insurance-property  and  casualty 

General  Re 

PO  Rnv  1  fl^l 

Stamford,  CT  06904-2351 
203-328-5000 

CEO:  Frank  W  Munson 
Insurance-diversified 

Fort  Howard  Paper 

Pfl  Rnv  10170 

rU  DOX  1V1JU 

Green  Bay,  WI  54307-9130 
414-435-8821 

CEO:  Paul  J  Schierl 

Paper 

Packaging 

Geico 

One  Geico  Drive 

Eden  Prairie,  MN  55344 

612-828-1000 

CEO:  N  Bud  Grossman 
Services-industrial 

General  Signal 
pn  Rnv  i  ftm  o 

ru  dux  iuuiu 
Stamford,  CT  06904 
203-357-8800 

CEO:  David  T  Kimball 

Computers  &  electronics-electronic  equip/ 

tncal  equipment/Heavy  equipment-industi 

Fourth  Financial 

rU  DOX  4 

Wichita,  KS  67201 
316-261-4444 

CEO:  Jordan  L  Haines 
Banks  and  thrifts-Midwest 

GenCorp 

1  7C   |"U,,n.  I  J  ,  n  ,  ) 

i/o  v*nent  Koao 
Akron,  OH  44313 
216-798-3000 

CEO:  A  William  Reynolds 
Automotive-tire  and  rubber 
Aerospace  and  defense 

Genuine  Parts 

"'000  C~\rr\o  ~7Z  Piflrwiu 

i777  circle  /  j  rarKway 
Atlanta,  GA  30339 
404-953-1700 

CEO:  Wilton  Looney 
Retailing-miscellaneous 

FPL  Group 

r  \J  DOX  UZViUU 

Miami,  FL  33102 
305-863-2863 

CEO:  Marshall  McDonald 
Electric  utilities-Southeast 

Genentech 

460  Point  San  Bruno  Boulevard 
South  San  Francisco,  CA  94080 
415-266-1000 

CEO:  Robert  A  Swanson 
Health-drugs 

Georgia  Federal  Bank  FSB 

ivianeiia  street  i\w 
Atlanta,  GA  30303 
404-588-2600 

CEO:  John  B  Zellars 
Banks  and  thrifts-thrift 

Freeport-McMoRan 
1615  Poydras  Street 
New  Orleans,  LA  70112 
504-582-4000 

CEO:  fames  R  Moffett 
Specialized  chemicals 
Oil-other  oil  and  gas 

General  Cinema 
27  Boylston  Street 
Chestnut  Hill,  MA  02167 
617-232-8200 

CEO:  Rjchard  A  Smith 
Beverages  &.  tobacco-soft  drinks 
Leisure  &.  recreation-entertainment 

Georgia-Pacific 

133  Peachtree  Street  NE 

Atlanta,  GA  30303 

404-521-4000 

CEO:  T  Marshall  Hahn  Jr 

Construction-lumber 

Paper 

Fremont  General 
525  South  v  irgil  Avenue 
Los  Angeles,  C  A  30020 
213-483-0991 

CEO:  James  A  Mclnryre 
Insurance-propei  tv  snd  casualty 

General  Dynamics 
Pierre  Laclede  Center 
St  Louis,  MO  63105 
314-889-8200 

CEO:  Stanley  C  Pace 
Aerospace  and  defense 

Gerber  Products 
445  State  Street 
Fremont,  MI  49412 
616-928-2000 

CEO:  William  L  McKinley 
Food  processor-branded  foods 
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Where  to  find  The  Forbes  500s 


Food 
x  1804 

ngton,  DC  20013 
41-4100 

Israel  Cohen 

listnbutors-regional  supermarkets 

Great  American  First  Savings  Bank 

600  B  Street 

San  Diego,  CA  92183 

619-231-1885 

CEO:  Gordon  C  Luce 
Banks  and  thrifts-thrift 

Gulf  States  Utilities 
PO  Box  2951 
Beaumont,  TX  77704 
409-838-6631 

CEO:  Dr  Paul  W  Murrill 
Electric  utilities-Southwest 

tar  Financial 
iVilshire  Boulevard 
y  Hills,  CA  90210 
78-8720 
Herbert  J  Young 
and  thrifts-thrift 

Great  Atlantic  &  Pacific  Tea 
2  Paragon  Drive 
Montvale,  NJ  07645 
201-573-9700 

CEO:  James  Wood 

Food  distributors-major  supermarkets 

Halliburton 

2600  Southland  Center 

Dallas,  TX  75201 

214-978-2600 

CEO:  Thomas  H  Cruikshank 
Oil-oilfield  services 
Construction-commercial  building 

te 

itial  Tower  Building 
l,  MA  02199 
21-7000 

Coiman  M  Mockler  Jr 

mer  products-personal  products 

Great  Lakes  Federal  Savings  &  Loan 

PO  Box  8600 

Ann  Arbor,  MI  48107 

313-769-8300 

CEO:  Roy  E  Weber 
Banks  and  thrifts-thrift 

Hammermill  Paper 
PO  Box  10050 
Erie,  PA  16533 
814-456-8811 

CEO:  W  Craig  McClelland 
Paper 

ed  (formerly  Glendale  Federal  S&L) 
x  1709 

ale,  CA  91209 
00-2000 

Raymond  D  Edwards 
and  thrifts-thrift 

Great  Northern  Nekoosa 
PO  Box  9309 
Stamford,  CT  06904 
203-359-4000 

CEO:  William  R  Laidig 
Paper 

Harcourt  Brace  Jovanovich 
Orlando,  FL  32887 
305-345-2000 

CEO:  William  Jovanovich 
Communications  media-publishing 
Insurance-life  and  health 

n  West  Financial 
iarrison  Street 
nd,  CA  94612 
46-6000 

Herbert  M  Sandler 
and  thrifts-thrift 

Great  Western  Financial 
8484  Wilshire  Boulevard 
Beverly  Hills,  CA  90211 
213-852-3411 

CEO:  (ames  F  Montgomery 
Banks  and  thrifts-thrift 

Harris  Corp 

1025  West  NASA  Boulevard 
Melbourne,  FL  32919 
305-727-9100 

CEO:  John  T  Hartley 

Computers  &  electronics-computers 

Aerospace  and  defense 

odrich 

>uth  Main  Street 
,  OH  44318 
74-2000 

John  D  Ong 
aotive-tire  and  rubber 
lized  chemicals 

Greyhound 
Greyhound  Tower 
Phoenix,  AZ  85077 
602-248-4000 

CEO:  John  W  Teets 

Surface  transport-shipping  &.  other 

Harsco 

PO  Box  8888 

Camp  Hill,  PA  17011-8888 
717-763-7064 

CEO:  Jeffrey  J  Burdge 

Diversified  companies-multicompany 

Aerospace  and  defense 

'ear  Tire  &  Rubber 
:ast  Market  Street 
,  OH  44316-0001 
96-2121 

Robert  E  Mercer 
notive-tire  and  rubber 

Grumman 

1111  Stewart  Avenue 
Bethpage,  NY  11714 
516-575-0574 

CEO:  John  C  Bierwirth 
Aerospace  and  defense 

Hartford  National 
777  Main  Street 
Hartford,  CT  06115 
203-728-2000 

CEO:  Robert  L  Newell 
Banks  and  thrifts-Northeast 

uld  Center 

g  Meadows,  IL  60008 

40-4000 

William  T  Ylvisaker 

uters  &  electronics-electronics 

uters/ Aerospace  and  defense 

GTE 

One  Stamford  Forum 
Stamford,  CT  06904 
203-965-2000 

CEO:  Theodore  F  Brophy 
Telecommunications-carrier 

Hasbro  (formerly  Hasbro-Bradley) 
PO  Box  1059 

Pawtucket,  RI  02862-1059 
401-727-5000 

CEO:  Stephen  D  Hassenfeld 

Leisure  &  recreation-toys  &  electronics 

race 

\venue  of  the  Americas 
fork,  NY  10036-7794 
19-5500 

|  Peter  Grace 

;ihed  companies-conglomerate 
ilized  chemicals 

Guarantee  Financial  Corp  of  California 
1177  Fulton  Mall 
Fresno,  CA  93721 
209-268-8111 

CEO:  Lewis  S  Eaton 
Banks  and  thrifts-thrift 

HJ  Heinz 
PO  Box  57 

Pittsburgh,  PA  15230-0057 
412-456-5700 

CEO:  Anthony  J  F  O'Reilly 
Food  processor-branded  foods 

irainger 

West  Howard  Street 
e,  IL  60077 
82-9000 

David  W  Grainger 
ical  equipment 

Gulf  &  Western  Industries 
One  Cult  &  Western  Plaza 
New  York,  NY  10023 
212-333-7000 

CEO:  Martin  S  Davis 

Finl  svcs -lending,  leasing,  ins/Leisure  &.  rec- 
entertain/Communications  media -publishing 

Hercules 
Hercules  Plaza 
Wilmington,  DE  19894 
302-594-5000 

CEO:  Alexander  F  Giacco 
Diversified  chemicals 
Aerospace  and  defense 
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Hershey  Foods 

100  Mansion  Road  East 

Hershey,  PA  17033-0810 

717-534-4000 

CEO:  Richard  A  Zimmerman 
Food  processor-branded  foods 

George  A  Hormel 

rtj  BOX  oUU 

Austin,  MN  55912 
507-437-5611 

CEO:  Richard  L  Knowlton 
Food  processor-meatpacking 

ICH 

4211  Norbourne  Boulevard 
Louisville,  KY  40207 
502-897-1861 

CEO:  Robert  T  Shaw 
Insurance-life  and  health 

Hewlett-Packard 
3000  Hanover  Street 
Palo  Alto,  CA  94304 
415-857-1501 

CEO:  John  A  Young 

Computers  &  electronics-computers 

Computers  &  electronics-electronic  equip 

Hospital  Corp  of  America 

r vj  O0X  jjII 

Nashville,  TN  37202-0550 
615-327-9551 

CEO:  Dr  Thomas  F  Frist  |r 
Health-hospital  management 

Idaho  Power 

Pfl  Dnv  7fi 
rVJ  DOX  /U 

Boise,  ID  83707 
208-383-2200 

CEO:  Robert  J  O'Connor 
Electric  utilities- West 

Hibernia 

rU  Box  61340 

New  Orleans,  LA  70161 

504-586-5552 

CEO:  Martin  C  Miler 
Banks  and  thrifts-Southeast 

Household  International 
z/uu  sanuers  Koaa 
Prospect  Heights,  IL  60070 
312-564-5000 

CEO:  Donald  C  Clark 

Financial  svcs-lending,  leasing  &  ins 

Illinois  Power 

juu  soutn  z/tn  street 

Decatur,  IL  62525 

217-424-6600 

CEO:  Wendell  J  Kelley 
Electric  utilities-Midwest 
Natural  gas-distnbutor 

Hilton  Hotels 

9336  Santa  Monica  Boulevard 
Beverly  Hills,  CA  90210 
213-278-4321 

CEO:  Barron  Hilton 

Leisure  &  recreation-hotels  and  gaming 

Houston  Industries 

rVJ  dOX 

Houston,  TX  77210 
713-228-2474 

CEO:  Don  D  Jordan 
Electric  utilities-Southwest 

Illinois  Tool  Works 
ojui  west  riiggins  Koau 
Chicago,  IL  60631-2887 
312-693-3040 

CEO:  John  D  Nichols 
Heavy  equipment-industrial 

Holiday  Corp 
wzi  Cherry  Koau 
Memphis,  TN  38195 
901-762-8600 

CEO:  Michael  D  Rose 

Leisure  &  recreation-hotels  and  gaming 

Howard  Savings  Bank 
200  South  Orange  Avenue 
Livingston,  NJ  07039 
201-533-7400 

CEO:  Donald  F  McCormick 
Banks  and  thrifts-thrift 

Imperial  Corp  of  America 
0/0/  complex  Drive 
San  Diego,  CA  92123 
619-292-3900 

CEO:  Kenneth  J  Thygerson 
Banks  and  thrifts-thrift 

Home  Federal  Savings  &  Loan 

707  Broadway 

San  Diego,  CA  92101 

619-699-8000 

CEO:  Kim  Fletcher 
Banks  and  thrifts-thrift 

Hughes  Tool 

6500  Texas  Commerce  Tower 
Houston,  TX  77002 
713-222-0686 

CEO:  William  A  Kistler  Jr 
Oil-oilfield  services 

Indiana  National 
One  Indiana  Square 
Indianapolis,  IN  46266 
317-266-6000 

CEO:  Thomas  M  Miller 
Banks  and  thrifts-Midwest 

Home  Group 
59  Maiden  Lane 
New  York,  NY  10038 
212-530-7300 

CEO:  George  T  Scharffenberger 
Insurance-property  and  casualty 

Humana 
r(J  Box  1438 
Louisville,  KY  40201 
502-580-1000 

CEO:  David  A  Jones 
Health-hospital  management 

Ingersoll-Rand 

200  Chestnut  Ridge  Road 

Woodcliff  Lake,  NJ  07675 

201-573-0123 

CEO:  Thomas  A  Holmes 
Heavy  equipment-industrial 

Homestake  Mining 
650  California  Street 
San  Francisco,  CA  94108 
415-981-8150 

CEO:  Harry  M  Conger 
Metals-nonferrous  metals 

Huntington  Bancshares 
41  South  High  Street 
Columbus,  OH  43287 
614-476-8300 

CEO:  Frank  Wobst 
Banks  and  thrifts-Midwest 

Inland  Steel 

30  West  Monroe  Street 

Chicago,  IL  60603 

312-346-0300 

CEO:  Frank  W  Luerssen 
Metals-steel 

Honeywell 

r U  BOX  3Z4 

Minneapolis,  MN  55440 
612-870-5200 

CEO:  Edson  W  Spencer 
Electronic  equipment/Computers 
Aerospace  &  defense 

EF  Hutton  Group 
One  Battery  Park  Plaza 
New  York,  NY  10004 
212-742-5000 

CEO:  Robert  Fomon 

Financial  services-securities  brokerage 

Intel 

3065  Bowers  Avenue 
Santa  Clara,  CA  95051 
408-987-8080 

CEO:  Gordon  E  Moore 

Computers  &  electronics-semiconductors 

Horizon  Bancorp 
225  South  Street 
Morristown,  NJ  07960 
201-539-7700 

CEO:  William  J  Shepherd 
Banks  and  thrifts-Northeast 

IC  Industries 

111  East  Wacker  Drive 

Chicago,  IL  60601 

312-565-3000 

CEO:  William  B  Johnson 
Diversified  cos-conglomerate/Food  processor- 
branded  foods/Surface  transport-railroads 

Interco 

PO  Box  8777 

St  Louis,  MO  63102 

314-231-1100 

CEO:  Harvey  Saligman 

Diversified  companies-multicompany 

Apparel  &.  textile  manufacturer-apparel 
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High  Pressure  Technology 


Fansteel's  Precision  Sheet  Metal  operation  is  the  leading  manufacturer  of 
lightweight,  high  pressure  tankage  for  launch  vehicles,  satellite  propulsion 
systems  and  upper  stage  ballistic  missile  systems. 

These  pressure  vessels  serve  as  liquid  and  gas  power  sources  for 
engines  and  other  devices  aboard  most  space  vehicles. 

Their  construction  must  be  flawless,  a  demand  PSM  meets  with 
CAD/CAM  design,  an  intimate  knowledge  of  metals,  state-of-the-art 
machining  and  fusion  welding,  and  uncompromising  quality  control. 

All  are  among  many  highly  sophisticated  capabilities  at  which  PSM 
excells  and  which  it  contributes  to  Fansteel's  uniquely  broad  range  of 

metals  technology. 

It  will  pay  you  to  know  more  about  us.  . 


EFanstecl 


in  integrated  producer  off  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy,  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 
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InterFirst 

PO  Box  83000 

Dallas,  TX  75283-1000 

214-977-3333 

CEO:  Robert  H  Stewart  II! 
Banks  and  thrifts- Southwest 

Irving  Bank 
une  wan  street 
New  York,  NY  10005 
212-635-1111 

CEO:  Joseph  A  Rice 

Banks  and  thrifts-multinational 

Kansas  City  Power  &  Light 
1330  Baltimore  Avenue 
Kansas  City,  MO  64105 
816-556-2200 

CEO:  Arthur  J  Doyle 
Electric  utilities-Midwest 

Intergraph 

One  Madison  Industrial  Park 
Huntsville,  AL  35807-4201 
205-772-2000 

CEO:  James  W  Meadlock 
Computers  &  electronics-computers 

ITT 

oZ\)  I  Jrk  Avenue 
New  York,  NY  10022 
212-752-6000 

CEO:  Rand  V  Araskog 

Multicompany/Telecommunications- 

manufacturer/Insurance-diversified 

Kansas  Gas  &  Electric 

r VJ  BOX  ZUo 

Wichita,  KS  67201 
316-261-6611 

CEO:  Wilson  K  Cadman 
Electric  utilities-Midwest 

International  Business  Machines 
Old  Orchard  Road 
Armonk,  NY  10504 
914-765-1900 

CEO:  John  F  Akers 

Computers  &  electronics-computers 

IU  International 

1105  North  Market  Street 

Wilmington,  DE  19801 

302-571-5000 

CEO:  John  Gilray  Christy 
Diversified  companies-multicompany 
Surface  transport-trucking  &  leasing 

Kansas  Power  &  Light 

DO  Dnv  QfiO 

rU  BOX  oov 
Topeka,  KS  66601 
913-296-6300 

CEO:  William  E  Wall 
Natural  gas-distnbutor 
Electric  utilities-Midwest 

International  Flavors  &  Fragrances 
521  West  57th  Street 
New  York,  NY  10019 
212-765-5500 

CEO:  Eugene  P  Grisanti 
Specialized  chemicals 

James  River  Corp  of  Virginia 
PO  BOX  2218 
Richmond,  VA  23217 
804-644-5411 

CEO:  Brenton  S  Halsey 
Paper 

Kellogg 

rU  BOX  iiJVv 

Battle  Creek,  MI  49016-3599 
616-961-2000 

CEO:  William  E  LaMothe 
Food  processor-branded  foods 

International  Minerals  &  Chemical 
2315  Sanders  Road 
Northbrook,  IL  60062 
312-564-8600 

CEO:  George  D  Kennedy 
Specialized  chemicals 

Jefferson-Pilot 

nn  I) . . . .  1 1  duo 
rU  Box  21008 

Greensboro,  NC  27420 
919-378-2011 

CEO:  W  Roger  Soles 
Insurance-life  and  health 

Kemper 
Kemper  Center 
Long  Grove,  IL  60049 
312-540-2527 

CEO:  Joseph  E  Luecke 
Insurance-diversified 

International  Multifoods 
Box  2942 

Minneapolis,  MN  55402 
612-340-3300 

CEO:  Andre  Gillet 

Food  processor-commodities 

Food  processor-branded  foods 

Jim  Walter 
rU  Box  226U1 
Tampa,  FL  33622 
813-871-4811 

CEO:  Joe  B  CordeU 

Diversified  companies-multicompany 

Construction-construction  materials 

Kentucky  Utilities 
One  Quality  Street 
Lexington,  KY  40507 
606-255-1461 

CEO:  William  B  Bechanan 
Electric  utilities-Southeast 

International  Paper 
77  West  45th  Street 
New  York,  NY  10036 
212-536-6000 

CEO:  John  A  Georges 

Packaging 

Paper 

Johnson  &  Johnson 

One  Johnson  &  Johnson  Plaza 

New  Brunswick,  NJ  08933 

201-524-0400 

CEO:  James  E  Burke 

Consumer  products-personal  products 

Health-health  care 

Kerr-McGee 

rU  Box  25861 

Oklahoma  City,  OK  73125 

405-270-1313 

CEO:  Frank  A  McPherson 
Oil-other  oil  and  gas 

InterNorth 
2600  Dodge  Street 
Omaha,  NE  68131 
402-633-4000 

CEO:  Kenneth  L  Lay 
Natural  gas-integrated 

Johnson  Controls 
PO  Box  591 
Milwaukee,  WI  53201 
414-228-1200 

CEO:  Fred  L  Brengel 
Services-industrial 
Automotive-automotive  parts 

KeyCorp  (formerly  Key  Banks) 
60  State  Street 
Albany,  NY  12207 
518-447-3500 

CEO:  Victor  J  Riley  Jr 
Banks  and  thrifts-Northeast 

Iowa-Illinois  Gas  &  Electric 
206  East  Second  Street 
Davenport,  IA  52803 
319-326-7273 

CEO.  Barry  C  O'Brien 
Natural  gas-distributor 
Electric  utilities-Midwest 

K  mart 

3100  West  Big  Beaver  Road 
Troy,  MI  48084 
313-643-1000 

CEO:  Bernard  M  Fauber 
Retailing-discount  &.  variety  stores 

Kidde 

Park  80  West  Plaza  2 
Saddle  Brook,  NJ  07662 
201-368-9000 

CEO:  Fred  R  Sullivan 

Diversified  companies-conglomerate 

Ipalco  Enterprises 
PO  Box  1595B 
Indianapolis,  IN  46206 
317-261-8261 

CEO:  Zane  G  Tod  J 
Electric  utilities-Midwest 

Kaiser  Aluminum  &  Chemical 
300  Lakeside  Drive 
Oakland,  CA  94643 
415-271-3300 

CEO:  Cornell  C  Maier 
Metals-nonferrous  metals 

Kimberly-Clark 
PO  Box  619100 
Dallas,  TX  75261-9100 
214-830-1200 

CEO:  Darwin  E  Smith 

Consumer  products-personal  products 

Paper 
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it-Ridder  Newspapers 
Herald  Plaza 
ai,  FL  33101 
376-3800 

Alvah  H  Chapman  Ir 
munications  media-publishing 

Lincoln  National 

rU  BOX  1 1 1U 

Fort  Wayne,  IN  46801 

219-427-2000 

CEO:  Ian  M  Rolland 
Insurance-diversified 

Louisiana-Pacific 

111  Southwest  Fifth  Avenue 

Portland,  OR  97204 

503-221-0800 

CEO:  Harry  A  Merlo 
Construction-lumber 

ers 

ers  Building 
burgh,  PA  15219 
227-2000 

Charles  R  Pullin 
alized  chemicals 
truction-construction  materials 

Litton  Industries 

360  North  Crescent  Drive 

Beverly  Hills,  CA  90210-9990 

213-859-5000 

CEO:  Fred  W  O'Green 

Diversified  cos-conglomerate/ Aerospace 

and  defense/Heavy  equipment-industrial 

Louisville  Gas  &  Electric 

11,1    Tl              '1  1  ,1  1  ,1 

r(J  Box  32010 
Louisville,  KY  40232 
502-566-4011 

CEO:  Robert  L  Royer 
Electric  utilities-Southeast 
Natural  gas-distributor 

er 

Vine  Street 
innati,  OH  45201 
762-4000 

Lyle  Everingham 
distributors-major  supermarkets 

Liz  Claiborne 
1441  Broadway 
New  York,  NY  10018 
212-354-4900 

CEO:  Elisabeth  C  Ortenberg 

Apparel  &.  textile  manufacturer-apparel 

Lowe's  Cos 
Box  1111 

North  Wilkesboro,  NC  28656-0001 
919-651-4000 

CEO:  Leonard  G  Herring 
Retailing-miscellaneous 

Siegler 

OX    i  OO 

I  Monica,  CA  90406 
452-5444 

Robert  T  Campion 
rsified  cos-conglomerate/ Aerospace 
efense/ Automotive-automotive  parts 

Lockheed 

4500  Park  Granada  Boulevard 
Calabasas,  CA  91399 
818-712-2000 

CEO:  Lawrence  O  Kitchen 
Aerospace  and  defense 

LTV 

riii  |i .,  ->  i  /n  1') 

rU  Box  iiv.iu  j 
Dallas,  TX  75265-5003 
214-979-7711 

CEO:  Raymond  A  Hay 
Metals-steel 
Aerospace  and  defense 

way  Transportation 

Park  East  Drive 
dand,  OH  44122 
464-3300 

Gerald  C  McDonough 
ce  transport-trucking  &  leasing 

Loews 

666  Fifth  Avenue 
New  York,  NY  10103 
212-841-1000 

CEO:  Laurence  A  Tisch 
Insurance-diversified 
Beverages  &  tobacco-tobacco 

Lubrizol 

Z74UU  Lakeland  Boulevard 
Wickliffe,  OH  44092 
216-943-4200 

CEO:  Lester  E  Coleman 
Specialized  chemicals 

:y-Owens-Ford 
ox  799 

lo,  OH  43695-0799 
247-3731 

Don  T  McKone 
y  equipment-industrial 
motive-automotive  parts 

Long  Island  Lighting 
I/b  fcast  Uld  Country  Koad 
Hicksville,  NY  11801 
516-933-4590 

CEO:  William  f  Catacosinos 
Electric  utilities-Northeast 

Lucky  Stores 
rU  Box  BB 
Dublin,  CA  94568 
415-833-6000 

CEO:  John  M  Lillie 

Food  distributors-major  supermarkets 

Retailing-department  stores 

jivestors 

Edgewood  Road  NE 
r  Rapids,  IA  52499 
398-8511 

Robert  D  Ray 
ance-life  and  health 

Longs  Drug  Stores 

rU  BOX  ~>LLL 

Walnut  Creek,  CA  94596 

415-937-1170 

CEO:  Robert  M  Long 
Retailing-drugstores 

Mack  Trucks 
i , , i  Kit 

rU  BOX  ivl 

Allentown,  PA  18105-5000 
215-439-3011 

CEO:  John  B  Curcio 
Automotive-automobiles  and  trucks 

illy 

Corporate  Center 
napolis,  IN  46285 
261-2000 

Richard  D  Wood 
th-drugs 

Loral 

600  Third  Avenue 
New  York,  NY  10016 
212-697-1105 

CEO:  Bernard  L  Schwartz 
Aerospace  and  defense 

Macmillan 

866  Third  Avenue 

New  York,  NY  10022 

212-702-2000 

CEO:  Edward  P  Evans 
Communications  media-publishing 

ted 

ox  16528 
mbus,  OH  43216 
475-4000 

:  Leslie  H  Wexner 
Jing-apparel 

Louisiana  Bancshares 

rO  Box  lbl 1 

Baton  Rouge,  LA  70821 

504-389-4206 

CEO:  Charles  W  McCoy 
Banks  and  thrifts-Southeast 

RH  Macy 

idi  west  >4tn  Mreet 
New  York,  NY  10001 
212-560-3600 

CEO:  Edward  S  Finkelstein 
Retailing-department  stores 

broadcasting 

Avenue  of  the  Americas 

York,  NY  10019 
765-1902 

:  Donald  A  Pels 

munications  media-broadcasting 

Louisiana  Land  &  Exploration 

PO  Box  60350 

New  Orleans,  LA  70160 

504-566-6500 

CEO:  Ernest  L  Williamson 
Oil-other  oil  and  gas 

Manufacturers  Hanover 
270  Park  Avenue 
New  York,  NY  10017 
212-286-6000 

CEO:  John  F  McGillicuddy 
Banks  and  thrifts-multinational 

Part  of 
taking  care  of 
business 
is  taking  care  of 
my  high  blood 
pressure. 


In  my  job  I  take  care  of  a  lot 
of  things.  Meetings,  presenta- 
tions, and  the  needs  of  a 
string  of  clients.  So  I've  got  a 
responsible  job.  I've  also  got 
high  blood  pressure.  And  I'm 
just  as  responsible  in  taking 
care  of  it.  I  take  my  blood 
pressure  pills,  watch  my 
weight  and  go  very  easy  on 
the  salt.  I  consider  taking 
care  of  my  high  blood  pressure 
pail  of  my  job.  After  all,  how 
can  I  do  well  unless  I  take 
care  of  myself? 


A 

HIGH  BLOOD  PRESSURE 
Treat  it  for  life. 

The  National  High  Blood  Pressure  Education  Program 
The  National  Heart,  Lung,  and  Blood  Institute, 
National  Institutes  of  Health,  Public  Health  Service, 
U  S  Department  of  Health  and  Human  Services 


Where  to  find  The  Forbes  500s 

\1  'in  ill  li'i  i  iriTi    \  'Itiiiil  il  • 

Renaissance  Center 
Detroit,  MI  48243 
313-222-4000 

CEO.  Dean  E  Richardson 
Banks  and  thrifts-Midwest 

W  a  rili  n  H  \  it  ion  a  1 

10  Light  Street 
Baltimore,  MD  21202 
301-244-5000 

CEO:  Alan  P  Hoblitzell  Jr 
Banks  and  thnfts-Mid-Atlantic 

JVlan  ville 

PO  Box  5108 

Denver,  CO  80217 

303-978-2000 

CEO:  John  A  McKinney 

Construction-construction  materials 

21001  Van  Born  Road 
Taylor,  MI  48180 
313-274-7400 

CEO:  Richard  A  Manoogian 
Construction-construction  materials 

iVlapco 

PO  Box  645 

Tulsa,  OK  74101-0645 

918-581-1800 

CEO:  James  E  Barnes 
Oil-other  oil  and  gas 

Mattel 

5150  Rosecrans  Avenue 

Hawthorne,  CA  90250 

213-978-5150 

CEO:  Arthur  S  Spear 

Leisure  &  recreation-toys  &  electronics 

Mamie  Corp 
PO  Box  481 
Milwaukee,  WI  53201 
414-765-3000 

CEO:  George  R  Slater 
Banks  and  thrifts-Midwest 

ITldy  WCjJtillllll-Ill  t7lUIC;» 

611  Olive  Street 
St  Louis,  MO  63101 
314-342-6300 

CEO:  David  C  Farrell 
Retailing-department  stores 

Marine  iVlidland  Banks 

140  Broadway 

New  York,  NY  10015 

212-440-1000 

CEO:  John  R  Petty 

Banks  and  thrifts-Northeast 

One  Dependability  Square 
Newton,  LA  50208 
515-792-7000 

CEO:  Daniel  J  Krumm 
Consumer  products-appliances 

Marion  Laboratories 
PO  Box  8480 
Kansas  City,  MO  64114 
816-966-4000 

CEO:  Fred  W  Lyons  Jr 
Health-drugs 

MCA 

100  Universal  City  Plaza 
Universal  City,  CA  91608 
818-777-1000 

CEO:  Lew  R  Wasserman 

Leisure  &  recreation-entertainment 

Marriott 

One  Marriott  Drive 
Washington,  DC  20058 
301-897-9000 

CEO:  J  Willard  Mamott  Jr 

Leisure  &.  recreation-hotels  and  gaming 

Food  distributors-wholesaling 

McDonald  s 

One  McDonald's  Plaza 

Oak  Brook,  IL  60521 

312-887-3500 

CEO:  Fred  L  Turner 

Food  distributors-restaurant  chains 

iMarsh  &  AlcLennan  Cos 
1221  Avenue  of  the  Americas 
New  York,  NY  10020 
212-997-2000 

CEO:  Frank  J  Tasco 
Insurance-brokerage 

.McDonnell  Douglas 

PO  Box  516 

St  Louis,  MO  63166 

314-232-0232 

CEO:  Sanford  N  McDonnell 
Aerospace  and  defense 

Marshall  &  Ilsley 
770  North  Water  Street 
Milwaukee,  WI  53202 
414-765-7801 

CEO:  John  A  Puelicher 
Banks  arid  thrifts-Midwest 

W  ,  f '  r txf  Hall 

,  VI C  V  j  I  d  VV  - 1 1 1 1 1 

1221  Avenue  of  the  Americas 
New  York,  NY  10020 
212-512-2000 

CEO:  Joseph  L  Dionne 
Communications  media-publishing 

Martin  Marietta 
6801  Rockledge  Drive 
Bethesda,  MD  20817 
301-897-6000 

CEO:  Thomas  C  Pownall 
Aerospace  and  defense 

MCI  Communications 
1133  19th  Street  NW 
Washington,  DC  20036 
202-872-1600 

CEO:  William  G  McGowan 
Telecommunications-carrier 
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Where  does  the 
Los  Angeles  Times 
go  for  the 
who,  what,  where  &  when 
of  their  phone  bills? 


The  answer  is  Account-A-Gall 
Corporation,  the  nation's  leading 
telecommunications  data  proc- 
essing firm.  Account-A-Call  gets 
the  scoop  on  every  Los  Angeles 
Times  call  placed  from  its  down- 
town headquarters  and  seven 
suburban  zone  locations.  That's 
more  than  15,000  calls  a  day! 

Account-A-Call  then  reports  its 
findings  to  the  Times  every 
month,  with  unmatched  accuracy 
and  adhering  to  the  strictest 
deadlines.  And  we  uncover  our 
sources,  revealing  who  at  the 
Times  made  each  call;  where  and 
when  the  call  was  placed;  how 
long  it  took,  and  most  important: 
how  much  the  call  cost  the  Times. 


With  complete  objectivity, 
Account-A-Call's  reports  allocate 
the  newspaper's  costs  by  division, 
department,  cost  center  and  indi- 
vidual, enabling  the  Times  to 
manage  and  control  its  telephone 
costs. 

To  find  out  more  about  how 
Account-A-Call  Corporation  can 
help  manage  and  control  your 
company's  telephone  costs,  call: 
(818)  846-3340,  or  write:  Account- 
A-Call  Corporation,  4450  Lakeside 
Drive,  Burbank,  CA  91505. 

Account-A-Call 

CORPORATION 


sson 

'ost  Street 
rancisco,  CA  94104 
83-8300 

Neil  E  Harlan 
h-drugs 

iges  &  tobacco-alcoholic  beverages 


P 

»x  225415 
s,  TX  75265 
98-5000 

Gene  H  Bishop 

and  thrifts-Southwest 


house  Plaza  Northeast 
n,  OH  45463 
22-6323 

Bumell  R  Roberts 
Sing 


a  Bank 

n  Bank  Center 
urgh,  PA  15258 
32-4100 

}  David  Barnes 

and  thrifts-Mid-Atlantic 


lie 

Vestchester  Avenue 
on,  NY  10528 
53-8000 

Francis  C  Rooney  Jr 
ing-apparel 
ng-shoe  stores 


ank  (formerly  First  Federal  S&L) 
Jorth  Central  Avenue 
ix,  AZ  85012 
S8-5600 

Sene  E  Rice 
and  thrifts-thrift 


mile  Bancorporation 
x  524 

is,  MO  63166 
'5-2525 

Donald  E  Lasater 
and  thrifts-Midwest 


mile  Bankshares 
x  1477 

ore,  MD  21203 
17-5900 

-1  Furlong  Baldwin 

and  thrifts-Mid-Atlantic 


uilt  Stores 
est  31st  Street 
ork,  NY  10001 
i0-0500 

-eon  F  Winbigler 
ng-department  stores 


ants  National 
erchants  Plaza 
ipolis,  IN  46255 
.7-7000 

3tto  N  Frenzel  III 
and  thrifts-Midwest 
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i 

Merck 

PO  Box  2000 
Rahway,  NJ  07065 
201-574-4000 

CEO:  P  Roy  Vagelos 
Health  drugs 

Mobil 

150  Last  42nu  street 

New  York,  NY  10017-5666 

212-883-4242 

CEO:  Allen  E  Murray 
Oil-international 
Retailing-department  stores 

Murphy  Oil 

ZUU  reach  Street 

El  Dorado,  AR  71730 

501-862-6411 

CEO:  Robert  |  Sweeney 
Oil-other  oil  and  gas 

Meridian  Bancorp 
PO  Box  1 102 
Reading,  PA  19603 
215-320-2500 

CEO:  Samuel  A  McCuIlough 
Banks  and  thrifts-Mid-Atlantic 

Monarch  Capital 
One  Financial  Plaza 
Springfield,  MA  01102-9002 
413-781-3000 

CEO:  Gordon  N  Oakes  Jr 
Insurance-life  and  health 

Nalco  Chemical 

ZvUl  Dutteriield  Koad 

Oak  Brook,  IL  60521 

312-887-7500 

CEO  Worley  H  Clark  Jr 

Specialized  chemicals 

Merrill  Lynch 

165  Broadway 

New  York,  NY  10080 

212-637-7455 

CEO:  William  A  Schreyer 

Financial  services-securities  brokerage 

Monfort  of  Colorado 
PO  Box  G 

Greeley,  CO  80632-0350 
303-353-2311 

CEO:  Kenneth  W  Monfort 
Food  processor-meatpacking 

Nash  Finch 

3381  Gorham  Avenue 

St  Louis  Park,  MN  55426 

612-929-0371 

CEO:  Harold  B  Finch  Jr 

Food  distributors-wholesaling 

Food  distributors-regional  supermarkets 

Mesa  Petroleum 
PO  Box  2009 
Amarillo,  TX  79189 
806-378-1000 

CEO:  T  Boone  Pickens  Jr 
Oil-other  oil  and  gas 

Monsanto 

800  North  Lindbergh  Boulevard 
St  Louis,  MO  63167 
314-694-1000 

CEO:  Richard  I  Mahoney 
Diversified  chemicals 

National  Bancshares  Corp  of  Texas 
PO  Box  121 

San  Antonio,  TX  78291 
512-225-2511 

CEO:  Richard  W  Calvert 
Banks  and  thrifts-Southwest 

Michigan  National 
PO  Box  589 

Bloomfield  Hills,  Ml  48303 
313-642-9001 

CEO:  Robert  I  Mylod 
Banks  and  thrifts-Midwest 

Montana  Power 
40  East  Broadway 
Butte,  MT  59701-9334 
406-723-5421 

CEO:  W  Paul  Schmechel 
Electric  utilities-West 
Natural  gas-distributor 

National  City 

1900  East  Ninth  Street 

Cleveland,  OH  44114-3484 

216-575-2000 

CEO:  luhen  L  McCall 
Banks  and  thrifts-Midwest 

MidCon 
PO  Box  1207 
Lombard,  IL  60148 
312-691-2500 

CEO:  Orval  C  Davis 

Natural  gas-producer  and  pipeliner 

Moore  Financial  Group 
PO  Box  8247 
Boise,  ID  83733 
208-383-7000 

CEO:  Fred  C  Humphreys 
Banks  and  thrifts-West 

National  Distillers  &  Chemical 
99  Park  Avenue 
New  York,  NY  10016 
212-949-5000 

CEO:  fohn  Hoyt  Stookey 
Diversified  chemicals 
Oil-other  oil  and  gas 

Middle  South  Utilities 

PO  Box  61005 

New  Orleans,  LA  70161 

504-529-5262 

CEO:  Edwin  A  Lupberger 
Electric  utilities-Southeast 

JP  Morgan 

23  Wall  Street 

New  York,  NY  10015 

212-483-2323 

CEO:  Lewis  T  Preston 

Banks  and  thrifts-multinational 

National  Gypsum 
4500  Lincoln  Plaza 
Dallas,  TX  75201 
214-740-4500 

CEO:  John  P  Hayes 
Construction-cement  and  gypsum 
Construction-construction  materials 

Midlantic  Banks 
PO  Box  600 
Edison,  NJ  08818 
201-321-8000 

CEO:  Robert  Van  Buren 
Banks  and  thrifts-Northeast 

Morrison-Knudsen 
PO  Box  73 
Boise,  ID  83707 
208-386-8000 

CEO:  William  J  Deasy 
Construction-commercial  building 

National  Intergroup 
20  Stanwix  Street 
Pittsburgh,  PA  15222 
412-394-4100 

CEO:  Howard  M  Love 
Metals-steel/Oil-other  oil  and  gas 
Health-drugs 

Minnesota  Mining  &  Manufacturing 

3M  Center 

St  Paul,  MN  51444-1000 
612-733-1110 

CEO:  Allen  Jacobson 

Diversified  companies  multicompany 

Morton  Thiokol 

110  North  Wacker  Drive 

Chicago,  IL  60606-1560 

312-807-2000 

CEO:  Charles  S  Locke 
Specialized  chemicals 
Aerospace  and  defense 

National  Medical  Enterprises 
11620  Wilshire  Boulevard 
Los  Angeles,  CA  90025 
213-^79-5526 

CEO:  Richard  K  Earner 
Health-hospital  management 

Minnesota  Power 
30  West  Superior  Street 
Duluth,  MN  55802 
218-722-2641 

CEO:  Jack  FRowe 
Electric  utilities-Midwest 

1 

Motorola 

1  ^(t  ^  l  ist  Alpnnniiin  Pn  ul 

Schaumburg,  IL  60196 
312-397-5000 

CEO:  Robert  W  Calvin 
Telecommunications- manufacturer 
Computers  &.  electronics-semiconductors 

National  Semiconductor 
PO  Box  58090 

Santa  Clara,  CA  95052-8090 
408-721-5000 

CEO:  Charles  E  Sporck 

Computers  &.  electronics-semiconductors 
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FOR  THE 
FIRST  TIME 
EVER! 

In  Commemoration  of 
the  40th  Anniversary 
of  the  Post  War 
Generation... 


AMERICAN  MAN 

A  Dazzling  Photo-Journal 
of  His  Evolution 


Esquire  presents  a  photographic 
chronicle  of  an  extraordinary  journey! 

In  the  past  40  years,  a  new 
American  woman  has  evolved— that 
much  has  been  well  documented.  But 
what  about  the  American  man?  The 
editors  of  Esquire  asked  themselves 
this  question,  and  invite  you  to  share 
their  answers  in  this  daring  new  master- 
work.  It's  all  here,  from  DiMaggio  to 
McEnroe... Charles  Atlas  to  Nautilus... 
"Bogie"  and  Bacall  to  Bob  &  Carol  & 
Ted  &  Alice... the  De  Soto  to  the 
DeLorean . . .  Lenny  Bruce  to  Bill  Cosby 
...and  the  Korean  War  to  Star  Wars. 

Hundreds  of  photographs  and  over 
100  of  America's  greatest  writers  com- 
bine to  bring  you  an  unprecedented 
photographic  documentary  of  the 
American  man's  40  year  odyssey  from 
1946  to  1986. 

Join  Esquire  in  this  poignant, 


humorous  and  unforgettable  visual 
history  of  today's  man  and... 

His  STYLE.  From  the  way  the 
American  man  wears  his  hair,  by  Roy 
Blount,  to  his  political  style,  by  George 
Will.  Other  writers  include  Gay  Talese, 
Jay  Mclnerney,  Kirk  Douglas,  and 
Red  Auerbach. 

His  WORK.  Dedication.  Conform- 
ity. Individuality... as  traced  by  Bob 
Greene  (who  takes  us  from  the  Man  in 
the  Gray  Flannel  Suit  to  the  high-tech 
MBA  of  the  80's),  Jimmy  Carter,  Adam 
Smith,  and  others. 

His  ROMANCE.  SEX,  and 
FAMILY  LIFE,  from  the  fatherhood 
experience  by  Jules  Feiffer  and  "First 
Girlfriend"  by  Max  Apple,  to  "TV 
Dads"  by  Peter  Kaplan  and  a  moving 
memoir  of  the  sexual  revolution  by 
Scott  Spencer. 

His  COMPETITION.  Capabilities. 
Adventures... captured  by  Richard  Ben 
Cramer  (who  looks  at  Ted  Williams— fly 


(.ohl.-..(  olkHloiV,«»  Issue  of  1WH8 


quCic 

ManAlHisBest 

4  The 
American 

Man 

1946-1986 

The  Photographic 
Chronicle  of  an 
ExtraordinaryJourney 


fisherman,  fighter  pilot,  baseball  great), 
John  Sayles,  Billy  Joel,  and  others. 

His  IDEAS.  Honor.  Loyalties. 
Patriotism.  Ideology... as  explored  by 
Norman  Mailer,  Ken  Kesey,  Senator 
Bill  Bradley,  and  13  others. 

Subscribe  to  Esquire  now  and 
you'll  receive  The  American  Man  as 
part  of  your  subscription.  You'll  also 
enjoy  month  after  month  of  stimulating 
information  about  all  the  subjects  that 
affect  your  life.  You  pay  only  $11.95 
for  a  one  year  subscription.  That's  a 
60%  savings  off  the  regular  cover 
price.  It's  a  small  price  to  pay  for  a  full 
year  of  Esquire. 

Esquire.  You'll  thank  yourself  all 
year  long. 
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National  Service  Industries 
1180  Peachtree  Street  NE 
Atlanta,  GA  30309 
404-892-2400 

CEO:  Erwin  Zaban 
Electrical  equipment 
Services-industrial 

Nicor 

PO  Box  200 

Naperville,  IL  60566-0200 
312-242-4470 

CEO:  Richard  G  Chne 
Natural  gas-distnbutor 

Northern  States  Power 
414  Nicollet  Mall 
Minneapolis,  MN  55401 
612-330-5500 

CEO:  Donald  W  McCarthy 
Electric  utilities-Midwest 
Natural  gas-distributor 

Navistar  Intl  (formerly  International  Harvester) 
401  North  Michigan  Avenue 
Chicago,  IL  60611 
312-836-2000 

CEO:  Donald  D  Lennox 
Automotive-automobiles  and  trucks 

NL  Industries 

1230  Avenue  of  the  Americas 
New  York,  NY  10020 
212-621-9400 

CEO:  Theodore  C  Rogers 
Oil-oilfield  services 
Specialized  chemicals 

Northern  Trust 

50  South  LaSalle  Street 

Chicago,  IL  60675 

312-630-6000 

CEO:  Weston  R  Chnstopherson 
Banks  and  thrifts-Midwest 

NBD  Bancorp 

611  Woodward  Avenue 

Detroit,  MI  48226 

313-225-1000 

CEO:  Charles  T  Fisher  ID 
Banks  and  thrifts-Midwest 

Nordstrom 
1501  Fifth  Avenue 
Seattle,  WA  98101 
206-628-2111 

CEO:  Bruce  A  Nordstrom 
Retailing-apparel 

Northrop 

1840  Century  Park  East 

Los  Angeles,  CA  90067-2199 

213-553-6262 

CEO:  Thomas  V  Jones 
Aerospace  and  defense 

NCNB 

One  NCNB  Plaza 
Charlotte,  NC  28255 
704-374-5000 

CEO:  Hugh  L  McColl  Jr 
Banks  and  thrifts-Southeast 

Norfolk  Southern 
One  Commercial  Place 
Norfolk,  VA  23510-2191 
804-629-2600 

CEO:  Robert  B  Claytor 
Surface  transportation -railroads 

Northwestern  National  Life  Insurance 
20  Washington  Avenue  South 
Minneapolis,  MN  55440 
612-372-5432 

CEO:  John  E  Pearson 
Insurance-life  and  health 

NCR 

1700  South  Patterson  Boulevard 
Dayton,  OH  45479 
513-445-5000 

CEO:  Charles  E  Exley  Jr 
Computers  &  electronics-computers 

Norstar  Bancorp 
1450  Western  Avenue 
Albany,  NY  12203 
518-447-4043 

CEO:  Peter  D  Kieman 
Banks  and  thrifts-Northeast 

Norwest 

1200  Peavey  Building 
Minneapolis,  MN  55479 
612-372-8268 

CEO:  Lloyd  P  Johnson 
Banks  and  thrifts-Midwest 

New  England  Electric  System 
25  Research  Drive 
Westborough,  MA  01582 
617-366-9011 

CEO:  Samuel  Huntington 
Electric  utilities-Northeast 

North  American  Philips 
100  East  42nd  Street 
New  York,  NY  10017 
212-697-3600 

CEO:  Cees  Bruynes 
Consumer  products-appliances 
Computers  &.  electronics-electronic  equip 

Nucor 

4425  Randolph  Road 
Charlotte,  NC  28211 
704-366-7000 

CEO:  F  Kenneth  Iverson 
Metals-steel 

New  York  State  Electric  &  Gas 
PO  Box  287 
Ithaca,  NY  14851 
607-729-2551 

CEO:  Wells  P  Allen  Jr 
Electric  utilities-Northeast 

Northeast  Bancorp 
PO  Box  700 

Stamford,  CT  06904-0700 
203-348-6211 

CEO:  Thomas  F  Richardson 
Banks  and  thrifts-Northeast 

NWA 

Minneapolis/St  Paul  Airport 
St  Paul,  MN  55111 
612-726-2111 

CEO:  Steven  G  Rothmeir 
Air  transport-passenger 

New  York  Times 
229  West  43rd  Street 
New  York,  NY  10036 
212-556-1234 

CEO:  Arthur  Ochs  Sulzberger 
Communications  media-publishing 

Northeast  Savings  FA 
50  State  Street 
Hartford,  CT  06103 
203-280-1000 

CEO:  Kent  Dixon 
Banks  and  thrifts-thrift 

Nynex 

335  Madison  Avenue 
New  York,  NY  10017 
212-370-7400 

CEO:  Delbert  C  Staley 
Telecommunications-carrier 

Newmont  Mining 
200  Park  Avenue 
New  York,  NY  10166 
212-953-6900 

CEO:  Gordon  R  Parker 
Metals-nonferrous  metals 

Northeast  Utilities 
PO  Box  270 

Hartford,  CT  06141-0270 
203-665-5000 

CEO:  William  B  Ellis 
Electric  utilities-Northeast 

Occidental  Petroleum 
10889  Wilshire  Boulevard 
Los  Angeles,  CA  90024 
213-879-1700 

CEO:  Armand  Hammer 

Oil-international 

Food  processor-meatpacking 

Niagara  Mohawk  Power 

300  Frip  Rnulpvarri  Wpct 

Syracuse,  NY  13202 
315-474-1511 

CEO:  John  G  Haehl  Jr 
Electric  utilities-Northeast 
Natural  gas-distributor 

Northern  Indiana  Public  Service 
^265  Hohman  Avenue 
Hammond,  IN  46320 
219-853-5200 

CEO:  Edmund  A  Schroer 
Electric  utilities-Midwest 
Natural  gas-distributor 

Ohio  Edison 

76  South  A\jin  Street 

Akron,  OH  44308 

216-384-5100 

CEO:  Justin  T  Rogers  Jr 
Electric  utilities-Midwest 
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A  fighter  that  shoots  down  today's  concept 
of  what  a  fighter  should  be. 


Eh 


ockheed 

Giving  shape  to  imagination. 

ie  next  generation  fighter  air- 
will  have  fearsome  capabilities; 
iperior  to  the  fighters  of  today. 
1  also  have  to  meet  far  higher 
rements  for  reliability,  ease  of 
tenance,  and  cost-effectiveness. 
:w  Lockheed  designs,  such  as 
dvanced  Tactical  Fighter,  will 
t  in  a  totally  new  kind  of  air- 


craft, using  exciting  innovations  in 
materials  and  production;  and 
demanding  excellence  in  such  new 
technologies  as  low  observables, 
computational  aerodynamics,  artifi- 
cial intelligence,  and  avionics  inte- 
gration. New  concepts  in  composite 
and  metallic  structures  production 
will  ensure  that  Lockheed's  ATF 
meets  stringent  design-to-cost  goals. 

Equally  demanding,  in  every 
respect,  is  Lockheed's  concept  for 
the  Aerospace  Plane.  Part  subsonic 


plane,  part  spacecraft,  it  will  have 
the  capability  to  fly  coast  to  coast 
in  minutes. 

Lockheed  is  now  conducting 
aggressive  research  and  development 
in  the  technologies  demanded  by 
these  and  other  highly  advanced 
programs. 

By  mastering  advanced  technolo- 
gies, Lockheed  greatly  strengthens 
its  capabilities  to  manage  the  impor- 
tant long-term  contracts  vital  to  our 
country's  defense. 
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Oklahoma  Gas  &  Electric 
nr\  ti.i  ni 

Oklahoma  City,  OK  73101 
405-272-3000 

CEO:  James  G  Harlow  Jr 
Electric  utilities-Southwest 

Pacific  Lighting 

810  South  Flower  Street 

Los  Angeles,  CA  90017 

213-689-3481 

CEO:  Paul  A  Miller 

Natural  gas-integrated 

Pennbancorp 

One  Pennbank  Center 

Titusville,  PA  16354 

814-827-2751 

CEO:  William  F  Roemcr 

Banks  and  thnfts-Mid-Atlantic 

Old  Kent  Financial 
One  Vandenberg  Center 
Grand  Rapids,  MI  49503 
616-774-5000 

CEO:  John  C  Canepa 
Banks  and  thrifts-Midwest 

Pacific  Resources 
PO  Box  3379 
Honolulu,  HI  96842 
808-547-3111 

CEO:  Robert  G  Reed  III 
Oil-other  oil  and  gas 

JC  Penney 

1301  Avenue  of  the  Americas 

New  York,  NY  10019 

212-957-4321 

CEO:  William  R  Howell 

Retailing-department  stores 

Old  Republic  International 
ju/  iNurm  .ti ic  111,1; j ii  rtvciiuc 
Chicago,  IL  60601 
312-346-8100 

CEO:  William  R  Stover 
Insurance-diversified 

Pacific  Telesis  Group 

1  X{\  Mpw  Miintiritmprv  Strppt 

San  Francisco,  CA  94105 
415-882-8000 

CEO:  Donald  E  Guinn 
Telecommunications-carrier 

Pennsylvania  Power  &  Light 
2  North  Ninth  Street 
Allentown,  PA  18101-1179 

215-770-5151 

CEO:  Robert  K  Campbell 
Electric  utilities-Northeast 

Old  Stone 

1  ftfl  <M.iith  Main  •street 
lOU  iMlUUI  imJIII  olICCL 

Providence,  RI  02903 
401-278-2000 

CEO:  Theodore  W  Barnes 
Banks  and  thrifts-Northeast 

PacifiCorp 

851  SW  Sixth  Avenue 
Portland,  OR  97204 
503-243-1122 

CEO:  Don  C  Frisbee 
Electric  utilities-West 

Pennzoil 

PO  Box  2967 

Houston,  TX  77252-2967 

713-546-4000 

CEO:  J  Hugh  Liedtke 
Oil-other  oil  and  gas 

Olin 

PO  RnY  1  1VS 

Stamford,  CT  06904-1355 
203-356-2000 

CEO:  John  M  Henske 

Diversified  companies-multicompany 

Diversified  chemicals 

Paine  Webber  Group 

1          Avpnnp  nf  tfip  Amprir^c 

1  —<'  r    .T  I  IIIUL   1,1    lilt   .  1 1 1 1 V  1  IV-tl  ' 

New  York,  NY  10019 
212-713-2000 

CEO:  Donald  B  Marron 

Financial  services-securities  brokerage 

Peoples  Bancorporation 
PO  Box  720 
Seattle,  WA  98111 
206-344-2300 

CEO:  Joshua  Green  III 
Banks  and  thrifts-West 

Owens-Corning  Fiberglas 

F«  hprnl  it  TnujAt 
nucleus  lUWCl 

Toledo,  OH  43659 
419-248-8000 

CEO:  William  W  Boeschenstein 
Construction-construction  materials 

Pan  Am 

PO  Roy  7589 

New  York,  NY  10249 

212-880-1234 

CEO:  C  Edward  Acker 
Air  transport-passenger 

Peoples  Energy 

Cniith  M  lefiioan  Avpfinp 

1  _  _    TliUlll    .Mil                      i  H  llllt 

Chicago,  IL  60603 
312-431-4000 

CEO:  Eugene  A  Tracy 
Natural  gas-distributor 

Owens-Illinois 

Toledo,  OH  43666 
419-247-5000 

CEO:  Robert  J  Lanigan 
Packaging 

Panhandle  Eastern 

PO  Rnv  1  Ad? 
Ill  DUA  IIH- 

Houston,  TX  77251-1642 
713-664-3401 

CEO:  Robert  D  Hunsucker 
Natural  gas-producer  and  pipeliner 

PepsiCo 

7mm  Anrlprcnn  Hill  RnaH 
/  uu  rtiiucrsun  mil  nudu 

Purchase,  NY  10577 

914-253-2000 

CEO:  Donald  M  Kendall 
Beverages  &  tobacco-soft  drinks 
Food  processor-branded  foods 

Paccar 

PO  Roy  1518 
Bellevue,  WA  98009 
206-455-7400 

CEO:  Charles  M  Pigott 
Automotive-automobiles  and  trucks 

Parker-Hannifin 

17^*7^  T-'iicIiri  AvpniiP 
1/  J—  J  11  11  I  1  1  U  /IVCltUC 

Cleveland,  OH  44112-1290 
216-531-3000 

CEO:  Paul  G  Schloemer 
Heavy  equipment-industrial 

Perkin-Elmer 

7(\  1    W  air)  Avenue 

/  Ul    ,'lalll    .1  H  Mill 

Norwalk,  CT  06859-0001 
203-762-1000 

CEO:  Horace  G  McDonell  Jr 

Computers  &  electronics-electronic  equip 

Aerospace  and  defense 

Pacific  First  Financial 

PO  Roy  1957 

Tacoma,  W  A  98401 
206-383-2511 

CEO:  James  K  Anderson 
Banks  and  thrifts-thrift 

Payless  Cashways 

i  U  DUX  400 

Kansas  City,  MO  64141-0466 
816-234-6000 

CEO:  David  Stanley 
Retailing-miscellaneous 

Perpetual  American  Bank 
2034  Eisenhower  Avenue 
Alexandria,  VA  22314 
703-838-6000 

CEO:  Thomas  J  Owen 
Banks  and  thrifts-thrift 

Pacific  Gas  &  Electric 

77  Beale  Street 

San  Francisco,  CA  94106 

415-781-4211 

CEO.  Richard  A  Clarke 
Electric  utilities-West 
Natural  gas-distributor 

Penn  Central 

500  West  Putnam  Avenue 

Greenwich,  CT  06836 

203-629-5000 

CEO:  Alfred  W  Martinelli 

Diversified  cos-conglomerate/Oil-other  oil  & 

gas/Computers  &.  electronics-electronic  equip 

Petrie  Stores 

70  Enterprise  Avenue 

Secaucus,  NJ  07094 

201-866-3600 

CEO:  Milton  J  Petrie 
Retailing-apparel 
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THE  CHOICE  IS  RORIDA. 


Eight  states  were  in  the  running  for  their 
new  regional  facility. 
They  chose  Florida. 

In  large  part  because  of  our  people.  Florida's 
work  force  has  earned  a  reputation  for  being 
highly  skilled  and  reliable.  Along  with  having 
strong  company  loyalty. 

They  chose  Florida  because  of  our  business 
climate.  Our  state  and  local  governments 
want  and  welcome  new  businesses.  And  our 
corporate  taxes  allow  businesses  to  be 
competitive.  There  is  no  unitary  tax.  And  no 
personal  income  tax. 

And  they  looked  at  the  most  current  data 
and  found  Florida  to  be  the  trend-setting 
state  in  the  nation.  So,  when  you're  looking  at 


Florida  today,  you're  seeing  the  state  of  the 
future. 

The  bottom  line.  Florida  is  considered  to  be 
the  premiere  business  opportunity  state  in 
the  country. 

So,  when  they  set  out  to  open  their  new 
facility,  it  was  clear  why  we  got  it. 

For  more  information,  write  to  Lt.  Governor 
Wayne  Mixson,  Secretary  of  Commerce, 
501C  Collins  Building, 
Suite  FB,  Tallahassee,  Florida  32301. 
Or  call  (904)  488-5507. 


10  1986    State  of  Florida.  Division  of  Economic  Development 
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A  defense 
against  cancer 
can  be  cooked  up 
in  your  kitchen. 


There  is  evidence 
that  diet  and  cancer 
are  related.  Some 
foods  may  promote 
cancer, while  others  may. 
protect  you  from  it. 

Foods  related  to  low- 
ering the  risk  of  cancer 
of  the  larynx  and  esoph- 
agus all  have  high 
amounts  of  carotene,  a 
form  of  Vitamin  A 
which  is  in  canta- 
loupes, peaches,  broc- 
coli, spinach,  all  dark 
green  leafy  vegeta- 
bles, sweet  potatoes, 
carrots,  pumpkin, 
winter  squash,  and 
tomatoes,  citrus  fruits  and 
brussels  sprouts. 

Foods  that  may  help  reduce  the 
risk  of  gastrointestinal  and  respira- 
tory tract  cancer  are  cabbage, 
broccoli,  brussels  sprouts,  kohl- 
rabi, cauliflower. 

Fruits,  vegetables  and  whole- 
grain  cereals  such  as  oat- 
meal, bran  and  wheat 
may  help  lower  the 
risk  of  colorectal 


cancer. 

Foods  high  in  fats, 
?  salt-  or  nitrite-cured 
foods  such  as  ham , 
and  fish  and  types  of 
sausages  smoked  by  traditional 
methods  should  be  eaten  in 
moderation. 

Be  moderate  in  consumption 
of  alcohol  also. 

A  good  rule  of  thumb  is  cut 
down  on  fat  and  don't  be  fat. 
Weight  reduction 
may  lower  cancer 
risk.  Our  12 -year 
study  of  nearly  a 
million  Americans 
uncovered  high 
cancer  risks  partic- 
ularly among  people 
40%  or  more  overweight. 

Now,  more  than  ever,  we 
know  you  can  cook  up  your 
own  defense  against  cancer.  So 
eat  healthy  and  be  healthy. 

No  one  faces 
cancer  alone. 

<j  ?  AMERICAN  CANCER  SOCIETY 


Pfizer 

235  East  42nd  Street 

New  York,  NY  10017 

212-573-2323 

CEO:  Edmund  T  Pratt  Jr 

Health-drugs 


PHH  Group 

11333  McCormick  Road 
Hunt  Valley,  MD  21031 
301-667-4000 

CEO:  Jerome  W  Geckle 
Services-office 


Phibro-Salomon 

1221  Avenue  of  the  Americas 

New  York,  NY  10020 

212-764-3700 

CEO:  John  H  Gutfreund 

Financial  services-commodity  trading 

Financial  services-securities  brokerage 


Philadelphia  Electric 
PO  Box  8699 
Philadelphia,  PA  19101 
215-841-4000 

CEO:  lames  L  Everett 
Electric  utilities-Northeast 


Philip  Morris  Cos 
120  Park  Avenue 
New  York,  NY  10017 
212-880-5000 

CEO:  Hamish  Maxwell 
Beverages  &.  tobacco-tobacco 


Phillips  Petroleum 
Phillips  Building 
Bartlesville,  OK  74004 
918-661-6600 

CEO:  C  ]  Silas 
Oil-international 


Piedmont  Aviation 
Smith  Reynolds  Airport 
Winston-Salem,  NC  27102 
919-767-5100 

CEO:  William  R  Howard 
Air  transport-passenger 


Pillsbury 
Pillsbury  Center 
Minneapolis,  MN  55402 
612-330-4966 

CEO:  |ohn  M  Stafford 

Food  processor-branded  foods 

Food  distributors-restaurant  chains 


Pioneer  Hi-Bred  International 

400  Locust  Street 

Des  Moines,  IA  50309 

515-245-3500 

CEO  Thomas  N  Urban 

Food  processor-commodities 


Pitney  Bowes 

Walter  H  Wheeler  Jr  Drive 

Stamford,  CT  06926-0700 

203-356-5000 

CEO:  George  B  Harvey 

Computers  &  electronics-electronic  equip 


Pittston 

PO  Box  8900 

Greenwich,  CT  06836-8900 
203-622-0900 

CEO:  Paul  W  Douglas 
Coal 

Air  transport-freight 


PNC  Financial 

Fifth  Avenue  &  Wood  Street 

Pittsburgh,  PA  15222 

412-355-2000 

CEO:  Thomas  H  O'Brien 
Banks  and  thrifts-Mid-Atlantic 


Polaroid 

549  Technology  Square 
Cambridge,  MA  02139 
617-577-2000 

CEO:  I  MacAlhster  Booth 
Leisure  &  recreation-photography 


Portland  General 

121  Southwest  Salmon  Street 

Portland,  OR  97204 

503-226-8333 

CEO:  Robert  H  Short 
Electric  utilities-West 


Potomac  Electric  Power 
1900  Pennsylvania  Avenue  NW 
Washington,  DC  20068 
202-872-2000 

CEO:  W  Reid  Thompson 
Electric  utilities-Southeast 


PPG  Industries 
One  PPG  Place 
Pittsburgh,  PA  15272 
412-434-3131 

CEO:  Vincent  A  Sarni 
Automotive-automotive  parts 
Construction-construction  materials 


Premier  Industrial 
4500  Euclid  Avenue 
Cleveland,  OH  44103 
216-391-8300 

CEO:  Morton  L  Mandel 

Computers  &  electronics-electronic  equip 


Price  Co 

PO  Box  85466 

San  Diego,  CA  92138 

619-581-4600 

CEO:  Robert  E  Price 
Retailing-miscellaneous 


Primark 

8251  Greensboro  Drive 
McLean,  VA  22102 
703-790-7600 

CEO:  Robert  W  Stewart 
Natural  gas-distributor 


Prime  Computer 
Prime  Park 
Natick,  MA  01760 
617-655-8000 

CEO:  Joe  M  Henson 

Computers  &  electronics-computers 
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We  are  pleased  to  announce  the  formation  of 

Strategic 
Research  International 

with 

Carl  F.  Adams,  Managing  Director 
Joseph  F.  DeSantis,  Director 
Wolodar  M.  Lysko,  Director 
Orest  Pokladok,  Director 

providing  worldwide  investment  planning 
tailored  to  the  needs  of 
the  sophisticated  institutional  investor 


Carl  Marks  &  Company,  Inc. 
Strategic  Research  Internation 

77  Water  Street,  New  York,  N.Y.  10005 
(212)  437-7033    (800)  835-5576 
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Questar 

PO  Box  11150 

Salt  Lake  City,  UT  84147 

801-534-5000 

CEO:  R  D  Cash 
Natural  gas-integrated 

Revlon  Group  (Formerly  Pantry  Pride) 

555  SW  12th  Avenue 

Pompano  Beach,  FL  33069 

305-785-4334 

CEO:  Ronald  O  Perelman 

Retailing-drugstores 

Rubbermaid 
1147  Akron  Road 
Wooster,  OH  44691 
216-264-6464 

CEO:  Stanley  C  Gault 

Consumer  products-home  furnishings 

 1 

Rainier  Bancnrporation 
PO  Box  3966 
Seattle,  WA  98124 
206-621-4111 

CEO:  G  Robert  Truex  Jr 
Banks  and  thrifts-West 

RJ  Reynolds  Industries 
1100  Reynolds  Boulevard 
Winston-Salem,  NC  27102 
919-773-2000 

CEO:  I  Tylee  Wilson 
Beverages  &.  tobacco-tobacco 
Food  processor-branded  foods 

Ryder  System 

3600  Northwest  82nd  Avenue 

Miami,  FL  33166 

305-593-3726 

CEO:  M  Anthony  Burns 

Surface  transport-trucking  &  leasing 

Ralston  Purina 
Checkerboard  Square 
St  Louis,  MO  63164 
314-982-1000 

CEO:  William  P  Stiritz 
Food  processor-branded  foods 

Reynolds  Metals 
6601  Broad  Street  Road 
Richmond,  VA  23261 
804-281-2000 

CEO:  David  P  Reynolds 
Metals-nonferrous  metals 

Safeco 
Safeco  Plaza 
Seattle,  WA  98185 
206-545-5000 

CEO:  Bruce  Maines 
Insurance-diversified 

Raychem 

300  Constitution  Drive 
Menlo  Park,  CA  94025-1164 
415-361-3333 

CEO:  Paul  M  Cook 
Electrical  equipment 

Riggs  National 

1503  Pennsylvania  Avenue  NW 
Washington,  DC  20005 
202-835-6000 

CEO:  Joe  L  Allbritton 

Banks  and  thrifts-Mid-Atlantic 

Safeway  Stores 
201  Fourth  Street 
Oakland,  CA  94660 
415-891-3000 

CEO:  Peter  A  Magowan 

Food  distributors-major  supermarkets 

Raytheon 

141  Spring  Street 

Lexington,  MA  02173 

617-862-6600 

CEO:  Thomas  L  Phillips 
Conglomerate/Computers  &  electronics- 
electronic  equip/ Aerospace  and  defense 

Rite  Aid 
PO  Box  3165 
Harrisburg,  PA  17105 
717-761-2633 

CEO:  Alex  Grass 
Retailing-drugstores 

Saga 

One  Saga  Lane 
Menlo  Park,  CA  94025 
415-854-5150 

CEO:  Charles  A  Lynch 

Food  distributors-wholesaling 

Food  distributors-restaurant  chains 

RCA 

30  Rockefeller  Plaza 
New  York,  NY  10020 
212-621-6000 

CEO:  Robert  R  Frederick 
Multicompany/Communications  media- 
broadcasting/Consumer  prods-appliances 

Roadway  Services 
PO  Box  88 

Akron,  OH  44309-0088 
216-384-8184 

CEO:  Charles  F  Zodrow 

Surface  transport-trucking  &  leasing 

St  Paul  Cos 

385  Washington  Street 

St  Paul,  MN  55102 

612-221-7911 

CEO:  Robert  J  Ha  ugh 
Insurance-property  and  casualty 

Republic  Airlines 
7500  Airline  Drive 
Minneapolis,  MN  55450 
612-726-7100 

CEO:  Stephen  M  Wolf 
Air  transport-passenger 

AH  Robins 

PO  Box  26609 

Richmond,  VA  23261-6609 

804-257-2000 

CEO:  E  Claiborne  Robins  Jr 
Health-drugs 

San  Diego  Gas  &  Electric 

PO  Box  1831 

San  Diego,  CA  92112 

619-696-2000 

CEO:  Thomas  A  Page 
Electric  utilities-West 

Republic  New  York 
452  Fifth  Avenue 
New  York,  NY  10018 
212-930-6000 

CEO:  Walter  H  Werner 
Banks  and  thrifts-Northeast 

Rochester  Gas  &  Electric 
89  East  Avenue 
Rochester,  NY  14649 
716-546-2700 

CEO:  Paul  W  Briggs 
Electric  utilities-Northeast 
Natural  gas-distributor 

Santa  Fe  Southern  Pacific 
224  South  Michigan  Avenue 
Chicago,  IL  60604 
312-786-6000 

CEO:  John  J  Schmidt 

Surface  transportation-railroads 

RepubticBank 
PO  Box  222105 
Dallas,  TX  75222 
214-922-5031 

CEO:  Gerald  W.  Fronterhouse 
Banks  and  thrifts-Southwest 

Rockwell  International 
600  Grant  Street 
Pittsburgh,  PA  15219 
412-565-2000 

CEO:  Robert  Anderson 
Aerospace  and  defense 
Automotive-automotive  parts 

Sara  Lee 

Three  First  National  Plaza 

Chicago,  IL  60602 

312-726-2600 

CEO:  John  H  Bryan  Jr 

Food  processor- branded  foods 

Revco  DS 

1925  Enterprise  Parkway 
Twinsburg,  OH  44087 
216-425-9811 

CEO:  Sidney  Dworkin 
Retailing-drugstores 

Rohm  &  Haas 
Independence  Mall  West 
Philadelphia,  PA  19105 
215-592-3000 

CEO:  Vincent  L  Gregory  Jr 
Diversified  chemicals 

Scana 

PO  Box  764 
Columbia,  SC  29218 
803-748-3000 

CEO:  John  A  Warren 
Electric  utilities-Southeast 
Natural  gas-distributor 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  February  28, 1986 


$200,000,000 

International  Bank  for  Reconstruction 

and  Development 

8%%  Forty  Year  Bonds  of  1986,  Due  March  1,  2026 

Price  99.831%  and  accrued  interest  from  March  1, 1986 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State. 

Salomon  Brothers  Inc 

Morgan  Stanley  &  Co. 

Incorporated 

The  First  Boston  Corporation 

Goldman,  Sachs  &  Co. 

Merrill  Lynch  Capital  Markets 
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Schering-Plough 
One  Giralda  Farms 
Madison,  NJ  07940-1000 
201-822-7000 

CEO:  Robert  P  Luciano 
Health-drugs 

Consumer  products-personal  products 

Singer 

DO  Rnv    111  1  ^  1 

rU  BOX  1U131 

Stamford,  CT  06904-2151 
203-356-4200 

CEO:  Joseph  B  Flavin 
Aerospace  and  defense 
Consumer  products-appliances 

Southern  New  England  Telephone 

''  1  1   1    linn  li  Ctroot 

cnuiLn  mii  1 1 
New  Haven,  CT  06506 
203-771-5200 

CEO:  Walter  H  Monteith  Jr 
Telecommunications-carrier 

Scott  Paper 
Scott  Plaza 

Philadelphia,  PA  19113 
215-522-5000 

CEO.  Philip  E  Lippincott 

Consumer  products-personal  products 

Paper 

SmithKline  Beckman 

»A  anv  7010 
rU  BOX  fyirf 

Philadelphia,  PA  19101 

215-751-4000 

CEO:  Henry  Wendt 
Health-drugs 
Health-health  care 

Southland 

IKJ  BOX  /  17 

Dallas,  TX  75221 
214-828-7011 

CEO:  John  P  Thompson 

Food  distributors-convenience  stores 

Oil-other  oil  and  gas 

Sea-Land 

10  Parsonage  Road 
Edison,  NJ  08817 
201-632-2000 

CEO:  Joseph  F  Abely  Jr 

Surface  transport-shipping  &  other 

Snap-on  Tools 
Zoui  outn  street 
Kenosha,  WI  53141-1410 
414-656-5200 

CEO:  William  B  Rayburn 
Automotive-automotive  parts 

Southmark 
ioui  lbj  rieeway 
Dallas,  TX  75234 
214-241-8787 

CEO:  Gene  E  Phillips 

Financial  svcs-lending,  leasing  &  ins 

Sears,  Roebuck 
Sears  Tower 
Chicago,  IL  60684 
312-875-2500 

CEO:  Edward  A  Brennan 
Retaihng-department  stores 
Insurance-property  and  casualty 

Society 

800  Superior  Avenue 
Cleveland,  OH  44114 
216-622-9000 

CEO:  Gordon  E  Heffern 
Banks  and  thnfts-Midwest 

SouthTrust 

pn  Rnv  i;^l 
rU  BOX  ijjt 

Birmingham,  AL  35290 
205-254-5680 

CEO:  Wallace  D  Malone  Jr 
Banks  and  thrifts-Southeast 

Security  Pacific 
333  South  Hope  Street 
Los  Angeles,  CA  90071 
213-613-6211 

CEO:  Richard  J  Flamson  HI 
Banks  and  thrifts-West 

Society  for  Savings 

Uf\  D ,, ->-wio 

rU  BOX  ZZUU 

Hartford,  CT  06145-2200 

203-727-5000 

CEO:  Elliot  C  Miller 

Banks  and  thrifts-thrift 

Southwest  Airlines 

rU  BOX  j/Ol  1 

Dallas,  TX  75235 
214-353-6100 

CEO:  Herbert  D  Kelleher 
Air  transport-passenger 

Service  Merchandise 
rU  DOX  24600 

Nashville,  TN  37202 
615-251-6666 

CEO:  Raymond  Zimmerman 
Retailing-catalog  showrooms 

Sonat 

rU  BOX  236o 

Birmingham,  AL  35202-2563 
205-325-3800 

CEO  Ronald  L  Kuehn  Jr 

Natural  gas-producer  and  pipeliner 

Southwestern  Bell 
One  Bell  Center 
St  Louis,  MO  63101 
314-235-9800 

CEO:  Zane  E  Barnes 
Telecommunications-carrier 

Shared  Medical  Systems 
51  Valley  Stream  Parkway 
Malvem,  PA  19355 
215-296-6300 

CEO:  R  James  Macaleer 
Health-hospital  management 

South  Carolina  National 
1426  Main  Street 
Columbia,  SC  29226-0001 
803-765-3000 

CEO:  James  G  Lindley 
Banks  and  thrifts-Southeast 

Southwestern  Public  Service 
rU  box  1261 
Amarillo,  TX  79170 
806-378-2121 

CEO:  Bert  Ballengee 
Electric  utilities-Southwest 

Shawmut 

One  Federal  Street 

Boston,  MA  02211 

617-292-2000 

CEO:  John  P  LaWare 
Banks  and  thrifts-Northeast 

Southeast  Banking 

One  Southeast  Financial  Center 

Miami,  FL  33131 

305-375-7500 

CEO:  Charles  J  Zwick 
Banks  and  thrifts-Southeast 

Sovran  Financial 
One  Commercial  Place 
Norfolk,  VA  23510 
804-441-4000 

CEO:  Clifford  A  Cutchins  III 
Banks  and  thnfts-Mid-Atlantic 

Sherwin-Williams 

101  Prospect  Avenue  NW 

Cleveland,  OH  44115 

216-566-2000 

CEO:  John  G  Breen 

Retailing-miscellaneous 

Retailing-drugstores 

Southern  California  Edison 
2244  Walnut  Grove  Avenue 
Rosemead,  CA  91770 
818-302-1212 

CEO:  Howard  P  Allen 
Electnc  utilities-West 

Sperry 

1290  Avenue  of  the  Americas 
New  York,  NY  10104 
212-484-4444 

CEO:  Gerald  G  Probst 

Computers  &.  electronics-computers 

Aerospace  and  defense 

Shoney's 
PO  Box  1260 
Nashville,  TN  37202 
615-361-5201 

CEO:  J  Mitchell  Boyd 

Food  distributors-restaurant  chains 

Southern  Company 
64  Perimeter  Center  East 
Atlanta,  GA  30346 
404-393-0650 

CEO:  Edward  L  Addison 
Electnc  utilities-Southeast 

Square  D 
Executive  Plaza 
Palatine,  IL  60067 
312-397-2600 

CEO:  Dal  ton  L  Knauss 
Electrical  equipment 

320 


FORBES,  APRIL  28, 


LOOK  AGAIN. 


Because  of  his  shape  and  color,  the  mule  deer  blends  into  the  texture  of  the  environment. 


A  closer  look  will  convince  you.  Field  & 
tream  leads  the  major  men's  publications  in 
fficiently  reaching  the  mass  male  market, 
^ith  nearly  10  million  loyal  readers  every 
lonth,  Field  &  Stream  is  Americas  number 
ne  sportsman's  magazine. 

in  obvious  choice  among  major  men's 
lagazines. 

We  deliver  7.7  million  men  more  efficiently 
lan  Time,  Newsweek,  U.S.  News  &  World 
Leport,  Sports  Illustrated,  Playboy  and 
enthouse. 

We  deliver  men  18-34  more  efficiently  than 
ports  Illustrated;  men  18-24  more  efficiently 
lan  Playboy  and  Penthouse. 

We  deliver  $25M  +  households  more 
fficiently  than  Time,  Newsweek  and  U.S. 
lews  &  World  Report. 

he  leader  among  outdoor  magazines. 

Field  &  Stream  is  #1  in:  circulation, 
ewsstand  sales,  total  audience,  advertising 
ages  and  advertising  revenue. 

We  deliver  more  readers  than  Outdoor  Life 
nd  Sports  Afield  combined — and  we  reach 
lem  more  efficiently! 


■  One  ad  in  Field  &  Stream  reaches  nearly 
70%  of  all  sportsmen  who  read  the  major 
outdoor  magazines — a  claim  few  magazines 
in  any  field  can  make. 

Field  &  Stream.  The  authority  in  the 
outdoor  field.  A  leader  in  the  magazine 
industry  with  a  ninety  year  tradition  of 
editorial  excellence  that's  stronger  than  ever. 
Featuring  renowned,  award-winning  writers 
like  A.J.  McClane,  George  Reiger,  Gene  Hill, 
Bob  Brister  and  Ed  Zern — authors  who 
continue  the  rich  heritage  of  great  writing 
established  in  Field  &  Stream  by  the  likes  of 
Zane  Grey,  Ernest  Hemingway,  Robert  Ruark 
and  Erie  Stanley  Gardner.  Reason  after 
reason  to  look  again.  Like  our  readers,  you'll 
be  impressed  by  what  you  see. 


America's  number  one 
sportsman's  magazine. 


TM 


Field  &  Stream  is  a  CBS  Magazine. 
Source:  1985  SMRB.  ABC,  PIB. 
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Squibb 

I  kJ  DUX  '•UUU 

Princeton,  NJ  08540-0130 
609-921-4000 

CEO:  Richard  M  Furlaud 
Health-drugs 

Sumitomo  Bank  of  California 
320  California  Street 
San  Francisco,  CA  94104 
415-445-8000 

CEO:  Teruhisa  Shimizu 
Banks  and  thrifts-West 

Tandem  Computers 
19333  Vallco  Parkway 
Cupertino,  CA  95014-2599 
408-725-6000 

CEO:  James  G  Trey  big 

Computers  &  electronics-computers 

Staley  Continental 

1  701  f.nlf  Rn.iH 

X/Ul   UUli  IVUdU 

Rolling  Meadows,  IL  60008 
312-981-1696 

CEO:  Donald  E  Nordlund 
Food  processor-commodities 

Sun  Company 

100  Matsonford  Road 

Radnor,  PA  19087-4597 

215-293-6000 

CEO:  Robert  McClements  Jr 
Oil-other  oil  and  gas 

Tandy 

PO  Box  17180 

Fort  Worth,  TX  76102 

817-390-3700 

CEO:  John  V  Roach 
Retailing-miscellaneous 
Computers  &.  electronics-computers 

Standard  Oil 

700  Pnhlir  Snuarp 

Cleveland,  OH  44114-2375 
216-586-4141 

CEO:  Robert  B  Horton 
Oil-other  oil  and  gas 

Sundstrand 

PO  Box  7003 

Rockford,  IL  61125-7003 

815-226-6000 

CEO:  Evans  W  Enkson 
Aerospace  and  defense 
Heavy  equipment-industrial 

TECO  Energy 
PO  Box  111 
Tampa,  FL  33601 
813-228-4111 

CEO:  Hugh  L  Culbreath 
Electric  utihties-Southeast 

Stanley  Works 
1000  St  an  lev  Drive 

1  'Jul/   JlOllIC  T  L/IIX 

New  Britain,  CT  06050 
203-225-5111 

CEO:  Donald  W  Davis 
Heavy  equipment-industrial 
Consumer  products-appliances 

SunTrust  Banks 
PO  Box  4418 
Atlanta,  GA  30302 
404-588-7455 

CEO:  Robert  Strickland 
Banks  and  thrifts-Southeast 

Tecumseh  Products 
100  East  Patterson  Street 
Tecumseh,  MI  49286 
517-423-8411 

CEO:  Kenneth  G  Herrick 
Heavy  equipment-industrial 

State  Street  Boston 
PO  Box  351 
Boston,  MA  02101 
617-786-3000 

CEO:  William  S  Edgerly 
Banks  and  thrifts-Northeast 

Sunwest  Financial  Service 
PO  Box  1344 
Albuquerque,  NM  87103 
505-765-2403 

CEO:  George  S  Jenks 
Banks  and  thrifts-Southwest 

Tektronix 
PO  Box  500 
Beaverton,  OR  97077 
503-627-7111 

CEO:  Earl  Wantland 

Computers  &  electronics-electronic  equip 

Sterling  Drug 

QO  Parle  Avpnup 

New  York,  NY  10016 
212-907-3000 

CEO:  John  M  Pietruski 
Health-drugs 

Consumer  products-household  products 

Super  Food  Services 

Kpttprinp  Roy  212^ 
Dayton,  OH  45429 
513-294-1731 

CEO:  Jack  Twyman 

Food  distributors-wholesaling 

Tele-Communications 
5455  South  Valentia  Way 
Englewood,  CO  80111 
303-771-8200 
CEO:  John  C  Malone 
Communications  media-broadcasting 

JP  Stevens 

1  18^  Avpnup  nf  inp  A  m  pri^ac 
iioJ  rvv ciiuc  ui  me  r\ I nci ILas 

New  York,  NY  10036 
212-930-2000 

CEO:  Whitney  Stevens 

Apparel  &  textile  manufacturer-textiles 

Consumer  products-home  furnishings 

Super  Valu  Stores 

PO  Rnv  OQft 

Minneapolis,  MN  55440 
612-828-4000 

CEO:  Michael  W  Wright 
Food  distributors-wholesaling 

Teledyne 

1001  Avpnup  ni  rhp  Stairs 

i    v  i   n>  ciiut  I'l  lilt  Jidis 

Los  Angeles,  CA  90067 
213-277-3311 

CEO:  Henry  E  Singleton 

Diversified  companies-conglomerate/Aeros 

and  defense/insurance-diversified 

Stop  &  Shop  Cos 

PO  Roy  Vi9 

Boston,  MA  02101 
617-770-8000 

CEO:  Avram  J  Goldberg 

Food  distributors-major  supermarkets 

Retailing-discount  &.  variety  stores 

Supermarkets  General 

\IM  Rlair  RnaH 

Woodbridge,  NJ  07095 
201-499-3000 

CEO:  Leonard  Lieberman 

Food  distributors-major  supermarkets 

Telex 

PO  Rnx  1  526 

Tulsa,  OK  74101 
918-627-1111 

CEO:  Stephen  J  Jatras 

Computers  &  electronics-computers 

Student  Loan  Marketing  Assn 

1050  Thomas  Ipffprsiin  Strppr  MW 

Washington,  DC  20007 
202-333-8000 

CEO:  Edward  A  Fox 

Financial  svcs-lending,  leasing  &  ins 

Sysco 

1 1  77  WpcI  I  nnn  Smith 

11/  1    ttCSl  IjUUJJ  ^IIUlll 

Houston,  TX  77027 
713-877-1122 

CEO:  John  F  Woodhouse 
Food  distributors-wholesaling 

Temple-Inland 

L/ldWCl  N 

Diboll,  TX  75941 
409-829-1313 

CEO:  Clifford  J  Grum 
Packaging 

Construction-construction  materials 

Subaru  of  America 
7040  Central  Highway 
Pennsaukcn,  NJ  08109 
609-488-8500 

CEO:  Harvey  H  Lamm 
Automotive-automobiles  and  trucks 

Tambrands 

10  Delaware  Drive 

Lake  Success,  NY  11042 

516-437-8800 

CEO:  Edwin  H  Shutt 

Consumer  products-personal  products 

Tenneco 

PO  Box  2511 

Houston,  TX  77252-2511 

713-757-2131 

CEO:  James  L  Ketelsen 

Natural  gas-producer  and  pipeliner 

Oil-other  oil  and  gas 
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o  Petroleum 
)X  17536 

ntonio,  TX  78286 
28-8484 

Robert  V  West  Jr 
her  oil  and  gas 

Thrifty  Corp 

PO  Box  92333 

Los  Angeles,  CA  90009 

213-251-6000 

CEO:  Leonard  H  Straus 
Retailing-drugstores 

Transco  Energy 
PO  Box  1396 
Houston,  TX  77251 
713-439-2000 

CEO:  William  J  Bowen 

Natural  gas-producer  and  pipeliner 

0 

Westchester  Avenue 
Plains,  NY  10650 
53-4000 

John  K  McKinley 
ternational 

Time  Inc 

Rockefeller  Center 
New  York,  NY  10020 
212-586-1212 

CEO:  J  Richard  Munro 
Communications  media-publishing 
Communications  media-broadcasting 

Transohio  Financial 
One  Penton  Plaza 
Cleveland,  OH  44114 
216-579-7700 

CEO:  Jack  D  Burstein 
Banks  and  thrifts-thrift 

Air 

lay  Street 
on,  TX  77002 
58-9588 

Francisco  A  Lorenzo 
ansport-passenger 

Times  Mirror 
Times  Mirror  Square 
Los  Angeles,  CA  90053 
213-972-3700 

CEO:  Robert  F  Erburu 
Communications  media-publishing 

Transworld 

605  Third  Avenue 

New  York,  NY  10158 

212-972-4700 

CEO:  L  Edwin  Smart 

Food  distributors-wholesaling 

Leisure  &  recreation-hotels  and  gaming 

American  Bancshares 
»x  2050 

Vorth,  TX  76113 
38-8671 

Joseph  M  Grant 

and  thrifts-Southwest 

Toledo  Edison 
300  Madison  Avenue 
Toledo,  OH  43652 
419-249-5000 

CEO:  John  P  Williamson 
Electric  utilities-Midwest 

Travelers 

One  Tower  Square 
Hartford,  CT  06183 
203-277-0111 

CEO:  Edward  H  Budd 
Insurance-diversified 

Commerce  Bancshares 
ravis  Street 
on,  TX  77002 
36-4865 

Ben  F  Love 

and  thrifts-Southwest 

Toledo  Trustcorp 
Three  SeaGate 
Toledo,  OH  43603 
419-259-8598 

CEO:  George  W  Haigh 
Banks  and  thrifts-Midwest 

Triangle  Industries 
PO  Box  2600 

New  Brunswick,  NJ  08903 
201-745-5500 

CEO:  Nelson  Peltz 
Packaging 

Eastern 
>x  2521 

on,  TX  77252-2521 
59-3131 

I  David  Bufkin 

al  gas-producer  and  pipeliner 

Torchmark 

2001  Third  Avenue  South 
Birmingham,  AL  35233 
205-325-4200 

CEO:  Ronald  K  Richey 
Insurance-life  and  health 

Tribune 

435  North  Michigan  Avenue 
Chicago,  IL  60601 
312-222-9100 

CEO:  Stanton  R  Cook 
Communications  media-publishing 

Instruments 
>x  225474 
s,  TX  75265 
95-2011 

Jerry  R  Junkins 

uters  &  electronics-semiconductors 
pace  and  defense 

Tosco 

PO  Box  2401 

Santa  Monica,  CA  90506-2401 
213-207-6000 

CEO:  Matthew  J  Talbot 
Oil-other  oil  and  gas 

TRW 

1900  Richmond  Road 
Cleveland,  OH  44124 
216-291-7000 

CEO:  Ruben  F  Mettler 

Conglomerate/ Automotive-automotive  parts 

Aerospace  and  defense 

Utilities 
iryan  Tower 
i,  TX  75201 
53-4600 

Perry  G  Bnttain 

ic  utilities-Southwest 

Toys  "R"  Us 

395  West  Passaic  Street 

Rochelle  Park,  NJ  07662 

201-845-5033 

CEO:  Charles  Lazarus 
Retailing-miscellaneous 

Tucson  Electric  Power 
PO  Box  711 
Tucson,  AZ  85702 
602-622-6661 
CEO:  Einar  Greve 
Electric  utilities-Southwest 

on 

?stminster  Street 
lence,  RI  02903 
21-2800 

Beverly  F  Dolan 

sified  cos-multicompany/Aerospace  & 
se/Financial  svcs-lending,  leasing  &  ins 

Trans  World  Airlines 
605  Third  Avenue 
New  York,  NY  10158 
212-692-3000 

CEO:  Carl  C  Icahn 
Air  transport-passenger 

Turner 

633  Third  Avenue 
New  York,  NY  10017 
212-878-0400 

CEO:  Herbert  D  Conant 
Construction-commercial  building 

National 

National  Bank  Building 
n\le,  TN  37244 
48-4891 

Charles  W  Cook  Jr 
and  thrifts-Southeast 

Transamerica 

600  Montgomery  Street 

San  Francisco,  CA  94111 

415-983-4000 

CEO:  James  R  Harvey 
Insurance-diversified 

UAL 

PO  Box  66100 
Chicago,  IL  60666 
312-952-4000 

CEO:  Richard  J  Ferns 
Air  transport-passenger 
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I'm  the  founding  chairman 
of  the  International  Executive  Service 
Corps,  a  not-for-profit  organization 
with  a  vital  mission: 

We  send  retired  U.S.  exec- 
utives to  help  companies  in  develop- 
ing countries.  The  executives  receive 
expenses,  but  no  salary. 

Our  main  purpose  is  to  help 
developing  countries  succeed  in  busi- 
ness. But  the  benefit  doesn't  stop 
there.  These  countries  consume  about 
40  percent  of  U.S.  exports. 

With  the  support  of  over 
800  U.S.  companies,  we  have  com- 
pleted 8,500  projects  in  72  countries. 
Our  Board  of  Directors  and  Advisory 
Council  include  the  CEOs  of  many  of 
America's  largest  companies. 

Join  me  in  helping  busi- 
nesses in  developing  countries.  For 
more  information,  write  to  Thomas  S. 
Carroll,  President  and  CEO,  IESC, 
8  Stamford  Forum,  P.O.  Box  10005, 
Stamford,  CT  06904-2005.  Or  just 
call  this  number:  (203)  967-6000 


Internationa! 
Executive 
Service  Corps 


Union  Camp 
1600  Valley  Road 
Wayne,  NJ  07470 
201-628-2000 

CEO:  Raymond  E  Cartledge 

Paper 

Packaging 

United  Jersey  Banks 
PO  Box  2066 
Princeton,  NJ  08540 
609-987-3200 

CEO:  T  Joseph  Semrod 
Banks  and  thrifts-Northeast 

Union  Carbide 

39  Old  Ridgebury  Road 

Danbury,  CT  06817-0001 

203-794-2000 

CEO:  Warren  M  Anderson 
Diversified  companies-multicompany 
Diversified  chemicals 

United  Missouri  Bancshares 

PO  Box  1771 

Kansas  City,  MO  64141 

816-556-5600 

CEO:  R  Crosby  Kemper  Jr 
Banks  and  thrifts-Midwest 

Union  Electric 

PO  Box  149 

St  Louis,  MO  63166 

314-621-3222 

CEO:  William  E  Cornelius 
Electric  utilities-Midwest 

US  Bancorp 
PO  Box  8837 
Portland,  OR  97208 
503-225-6111 

CEO:  John  A  Elornaga 
Banks  and  thrifts-West 

Union  National 
670  Washington  Road 
Mt  Lebanon,  PA  15228 
412-644-8782 

CEO:  George  F  Kesel 

Banks  and  thrifts-Mid-Atlantic 

Us  Health  Care  systems 

PO  Box  1109 

Blue  Bell,  PA  19422 

215-628-4800 

CEO:  Leonard  Abramson 
Health-hospital  management 

Union  Pacific 
345  Park  Avenue 
New  York,  NY  10154 
212-418-7800 

CEO:  William  S  Cook 

Surface  transportation-railroads 

Oil-other  oil  and  gas 

United  states  shoe 
One  Eastwood  Drive 
Cincinnati,  OH  45227 
513-527-7000 

CEO:  Philip  G  Barach 
Retailing-apparel 

Apparel  &  textile  manufacturer-shoes 

Union  Planters 
67  Madison  Avenue 
Memphis,  TN  38103 
901-523-6000 

CEO:  Benjamin  W  Rawlins  Jr 
Banks  and  thrifts-Southeast 

United  States  Steel 
600  Grant  Street 
Pittsburgh,  PA  15230 
412-433-1121 

CEO:  David  M  Roderick 
Oil-other  oil  and  gas 
Metals-steel 

United  Banks  of  Colorado 
1700  Lincoln  Street 
Denver,  CO  80274-0010 
303-861-4700 

CEO:  N  Berne  Hart 
Banks  and  thrifts-West 

¥  TO    T1—  1  

US  Tobacco 

100  West  Putnam  Avenue 
Greenwich,  CT  06830 
203-661-1100 

CEO:  Louis  F  Bantle 
Beverages  &  tobacco-tobacco 

United  Brands 

One  East  Fourth  Street 

Cincinnati,  OH  45202 

513-579-2121 

CEO:  Carl  H  Lindner 

Food  processor-meatpacking 

Food  processor-branded  foods 

US  Trust 

45  Wall  Street 

New  York,  NY  10005 

212-806-4500 

CEO:  Daniel  P  Davison 
Banks  and  thrifts-Northeast 

United  Financial  Group 
10333  Harwin 
Houston,  TX  77036 
713-981-2300 

CEO:  Jenard  M  Gross 
Banks  and  thrifts-thrift 

United  Technologies 
One  Financial  Plaza 
Hartford,  CT  06101 
203-728-7000 

CEO:  Robert  F  Daniell 

Diversified  cos-conglomerate/Aerospace 

&  defense/Construction-commercial  building 

United  Illuminating 
80  Temple  Street 
New  Haven,  CT  06506 
203-787-7200 

CEO:  George  W  Edwards 
Electric  utilities-Northeast 

United  Telecommunications 

PO  Box  11315 

Kansas  City,  MO  64112 

913-676-3000 

CEO:  William  T  Esrey 
Telecommunications-carrier 
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7.48%*tax  free 

can  be  worth  14.96%  to  you 


The  T.  Rowe  Price  Tax-Free  Income  Fund 

This  Fund's  current  tax-free  yield  of  7.48%  is  equivalent  to  a  taxable 
yield  of  14.96%  for  investors  in  the  50%  bracket,  12.90%  in  the  42% 
bracket  and  11.16%  in  the  33%  bracket.  Although  yield  and  share  price 
will  vary,  stringent  credit  analysis  and  active  management  help  reduce 
price  volatility.  The  price  on  3/27/85  was  $8.39,  and  on  3/27/86  it  was  $9.75. 
And  there  are  no  sales  charges.  For  information,  call  1-800-638-5660. 

T.RGwefticeiL 

Invest  With  Crnthic>u  ,-^mMb 


TAX-FREE  INCOME  FUND  | 


Mail  to:  T.  Rowe  Price 

100  E.  Pratt  St.,  Baltimore,  MD  21202 
Send  a  prospectus  with  more  complete 
information,  including  management  fees 
and  other  charges  and  expenses.  I  will  read 
it  carefully  before  I  invest  or  send  money. 
Also  send  a  free  information  kit  for: 
□  IRA  □  Keogh 

Name 
Address 


City 


State 


Zip  F518 


Tax-free  income:  call  1-800-638-5660 


'Average  annualized  yield  for  the  thirty  days  ending  3/27/86,  based  on  an  average  price  per  share  of 
$9.71.  Average  maturity  during  this  period  was  24.2  years.  Income  may  be  subject  to  state  and  local 
taxes.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


A  Competitive  Advantage 


VANGUARD'S  LOWER  COSTS 
MEAN  HIGHER GNMA  YIELDS. 


If  you're  seeking  high  current  income 
and  relative  safety,  consider  the 
Vanguard  GNMA  Portfolio. 

It  is  an  actively  managed  portfolio 
of  U.S.  Treasury-backed  Ginnie  Mae 
Certificates.  Plus  our  yield  benefits 
from  Vanguard's  unique  corporate 
structure  which  enables  the  Portfolio 
to  operate  at  a  cost  well  below  compa- 
rable mutual  funds. 

Credit  risk  vs.  market  risk 

The  Federal  guarantee  minimizes  credit 
risk  because  it  assures  the  timely  pay- 
ment of  principal  and  interest  on  the 
Ginnie  Maes.  Such  issues  are  rated  Aaa. 
Of  course,  the  Portfolio's  share  price  and 
yield  will  move  up  and  down  (market 
risk)  as  interest  rates  fluctuate. 

You  can  open  a  Vanguard  GNMA 
Portfolio  account  for  as  little  as  $3,000 
($500  for  IRAs),  commission-free.  And 
the  Portfolio  features  free  checkwriting 
for  $250  or  more. 


Call  1-800-662-SHIP 

Ask  for  our  free  GNMA  Portfolio  Infor- 
mation Kit.  Or  send  the  coupon. 

In  Philadelphia,  visit  our  Investment 
Center  at  1528  Walnut  Street. 


r 


Vanguard  GNMA  Portfolio 
Investor  Information  Dept.  28 
Valley  Forge,  Pennsylvania  19482 

Please  send  me  your  free  GNMA  Portfolio 
Information  Kit,  including  a  prospectus 
which  I  may  read  before  I  invest  or  send 
money.  I  understand  that  it  contains 
complete  information  on  advisory  fees, 
distribution  charges  and  other  expenses. 
Also  send  information  on  □  IRA  (71) 
□  Keogh/Pension  (70). 

Name  


1 


Address  . 
City  


State - 


-Zip. 


FB-J6-118 


THLVanqxiardGROUP 

*^OF  INVESTMENT  COMPANIES 
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Valley  Federal  Savings  &  Loan  Assn 
6842  Van  Nuys  Boulevard 
Van  Nuys,  CA  91405 
818-904-3000 

CEO:  Robert  E  Gibson 
Banks  and  thrifts-thrift 

Warner-Lambert 
201  Tabor  Road 
Morris  Plains,  NJ  07950 
201-540-2000 

CEO:  Joseph  D  Williams 
Health-drugs 
Health-health  care 

Western  Capital  Investment 
1675  Broadway-Suite  1700 
Denver,  CO  80202 
303-623-5577 
CEO:  Junius  F  Baxter 
Banks  and  thrifts-thrift 

Valley  National 
PO  Box  71 
Phoenix,  AZ  85001 
602-261-2099 

CEO:  Howard  C  McCrady 
Banks  and  thrifts-Southwest 

Washington  Mutual  Savings  Bank 
1101  Second  Avenue 
Seattle,  WA  98101 
206-464-4400 

CEO:  Louis  H  Pepper 
Banks  and  thrifts-thrift 

Western  Savings  &  Loan  Assn 
PO  Box  16290 
Phoenix,  AZ  85011 
602-248-4600 

CEO:  Gary  H  Dnggs 
Banks  and  thrifts-thrift 

VF 

PO  Box  1022 
Reading,  PA  19603 
215-378-1151 

CEO:  Lawrence  R  Pugh 

Apparel  &  textile  manufacturer-apparel 

Washington  National 
1630  Chicago  Avenue 
Evanston,  IL  60201 
312-570-3200 

CEO:  Stanley  P  Hutchison 
Insurance-life  and  health 

Westinghouse  Electric 
Westinghouse  Building 
Pittsburgh,  PA  15222 
412-244-2000 

CEO:  Douglas  D  Danforth 
Diversified  companies-multicompany 
Electrical  equipment/Aerospace  and  defense 

Viacom  International 
1211  Avenue  of  the  Americas 
New  York,  NY  10036 
212-575-5175 

CEO:  Terrence  A  Elkes 
Communications  media-broadcasting 

Washington  Post 
1150  15th  Street  NW 
Washington,  DC  20071 
202-334-6000 

CEO:  Katharine  Graham 
Communications  media-publishing 

Westvaco 

299  Park  Avenue 

New  York,  NY  10171 

212-688-5000 

CEO:  David  L  Luke  III 
Paper 

Vulcan  Materials 
PO  Box  7497 

Birmingham,  AL  35253-0497 
205-877-3000 

CEO:  W  Houston  Blount 
Construction-construction  materials 
Specialized  chemicals 

Washington  Water  Power 
East  1411  Mission  Avenue 
Spokane,  WA  99202 
509-489-0500 

CEO:  Paul  A  Redmond 
Electric  utilities- West 

Wetterau 

8920  Pershall  Road 
Hazelwood,  MO  63042 
314-524-5000 

CEO:  Ted  C  Wetterau 

Food  distributors-wholesaling 

Wal-Mart  Stores 
PO  Box  116 
Bentonville,  AR  72712 
501-273-4000 

CEO:  Sam  M  Walton 
Retailing-discount  &.  variety  stores 

Waste  Management 
3003  Butterfield  Road 
Oak  Brook,  IL  60521 
312-654-8800 

CEO:  Dean  L  Buntrock 
Services-industrial 

Weyerhaeuser 
Weyerhaeuser  Building 
Tacoma,  WA  98477 
206-924-2345 

CEO:  George  H  Weyerhaeuser 

Construction-lumber 

Paper 

Waldbaum 

Hemlock  Street  &  Boulevard  Avenue 
Central  Islip,  NY  11722 
516-582-9300 

CEO:  Ira  Waldbaum 

Food  distributors-regional  supermarkets 

Weis  Markets 

1000  South  Second  Street 

Sunbury,  PA  17801 

717-286-4571 

CEO:  Sigfned  Weis 

Food  distributors-regional  supermarkets 

Whirlpool 

Administrative  Center 
Benton  Harbor,  MI  49022 
616-926-5000 

CEO:  lack  D  Sparks 
Consumer  products-appliances 

Walgreen 

200  Wilmot  Road 

Deerfield,  IL  60015 

312-940-2500 

CEO:  Charles  R  Walgreen  III 
Retailing-drugstores 

Wells  Fargo 

420  Montgomery  Street 
San  Francisco,  CA  94163 
415-396-0123 

CEO:  Carl  E  Reichardt  Jr 
Banks  and  thrifts-West 

White  Consolidated  Industries 
11770  Berea  Road 
Cleveland,  OH  44111 
216-252-3700 

CEO:  Ward  Smith 

Consumer  products-appliances 

Wang  Laboratories 
One  Industrial  Avenue 
Lowell,  MA  01851 

617-459-5000 

CEO:  An  Wang 

Computers  &  electronics-computers 

Wendy's  International 
PO  Box  256 

Dublin,  OH  43017-0256 
614-764-3100 

CEO:  Robert  L  Barney 

Food  distributors-restaurant  chains 

Whitney  Holding 
228  St  Charles  Avenue 
New  Orleans,  LA  70103 
504-586-7272 

CEO:  Patrick  A  Delaney 
Banks  and  thrifts-Southeast 

Warner  Communications 

n      l     C   II  t»i 

75  Rockefeller  Plaza 
New  York,  NY  10019 
212-484-8000 

CEO:  Steven  J  Ross 

Leisure  &.  recreation-entertainment 

Western  Air  Lines 
6060  Avion  Drive 
Los  Angeles,  CA  90009 
213-646-2345 

CEO:  Gerald  Gnnstein 
Air  transport-passenger 

Wickes  Cos 

3340  Ocean  Park  Boulevard 
Santa  Monica,  CA  90405 
213-452-0161 

CEO:  Sanford  C  Sigoloff 
Retailing-miscellaneous 
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THE  QUEST  FOR  THE  WORLD'S 
FASTEST  RED  HERRING 


If  there's  a  formula  for  suc- 
cess in  the  financial  community,  it 
'surely  has  something  to  do  with  the 
flow  rate  of  information. 

The  faster  word  of  the  deal  goes 
t,  the  faster  the  response. 
In  our  business-financial  printing-the 
word  goes  out  in  a  "red  herring)'  a  prospectus 
written  to  tell  a  financial  story  in  full,  printed  with 
total  accuracy,  and  distributed  with  all  possible  speed. 
But  just  how  fast  is  that? 

We're  working  on  a  new  system  of  measure.  It's 
^an  on-going  project.  Back  in  1973,  we  taught  computers  our 
trade.  And  computers  did  for  us  what  they've  done  for  many- 
W dramatically  increased  our  speed.  Then  we  extended  our  lines  of 
communication  across  the  Atlantic  to  London  and  the  financial  centers 
of  Europe. 

Now,  we're  pleased  to  announce  links  with  Asia,  the  Far  East, 
and  Australia.  Today,  with  new  generation  technology,  we  can  deliver  an  entire 
job  to  almost  any  major  financial  center  in  the  world  in  a  matter  of  minutes. 

In  the  race  of  the  red  herring,  we  intend  to  see  the  winners  al 
wearing  one  color.  Pandick  Blue. 


@PANDICK,  Inc. 

345  Hudson  Street,  New  York,  N  Y  10014 


Full-service  offices  and  plant  affiliations  in  financial  centers  throughout  North  America  and  the  world. 


Where  to  find  The  Forbes  500s 


Willamette  Industries 

1300  SW  Fifth  Avenue 

Portland,  OR  97201 

503-227-5581 

CEO:  William  Swindells  |r 

Paper 

Construction-lumber 

Wisconsin  Electric  Power  . 
PO  Box  2046 
Milwaukee,  WI  53201 
414-277-2345 

CEO:  Charles  S  McNeer 
Electric  utilities-Midwest 
Natural  gas-distnbutor 

Xerox 

PO  Box  1600 
Stamford,  CT  06904 
203-329-8700 

CEO:  David  T  Kearns 

Computers  &  electronics-electronic  equipm 
Insurance-property  and  casualty 

Williams  Cos 
One  Williams  Center 
Tulsa,  OK  74172 
918-588-2000 

CEO:  Joseph  H  Williams 

Natural  gas-producer  and  pipeliner 

Specialized  chemicals 

Wisconsin  Power  &  Light 
PO  Box  192 

Madison,  WI  53701-0192 
608-252-3311 

CEO:  fames  R  Underkofler 
Electric  utilities-Midwest 
Natural  gas-distributor 

YpI  1  n w  Prpifht  Ivwtpm 
iciiuvr  ii  cigin  j  y 9 1 cm 

PO  Box  7563 

Overland  Park,  KS  66207 

913-345-1020 

CEO:  George  E  Powell  Jr 

Surface  transport-trucking  &  leasing 

Wilmington  Trust 
Rodney  Square  North 
Wilmington,  DE  19890 
302-651-1000 

CEO:  Bernard  J  Taylor  II 
Banks  and  thrifts-Mid-Atlantic 

W  i crnnvin  PiiHIif*  'si ■  r \  i  r  i ■ 

¥»  1311)117)1 11   1  UIM  !L    Jtl  ¥  ILv 

PO  Box  19001 
Green  Bay,  WI  54307 
414-433-1598 

CEO:  Paul  D  Ziemer 
Electric  utilities-Midwest 
Natural  gas-distributor 

Zay  re 

770  Cochituate  Road 
Framingham,  MA  01701 
617-620-5000 

CEO:  Maurice  Segall 
Retailing-discount  &.  variety  stores 
Retailing-apparel 

VV1I9U11  IUUU3 

4545  Lincoln  Boulevard 
Oklahoma  City,  OK  73105 
405-525-4545 

CEO:  Kenneth  f  Gnggy 
Food  processor-meatpacking 

Witco 

520  Madison  Avenue 
New  York,  NY  10022-4236 
212-605-3800 

CEO:  William  Wishmck 
Specialized  chemicals 

Zenith  Electronics 
1000  Milwaukee  Avenue 
Glenview,  IL  60025 
312-391-7000 

CEO:  Jerry  K  Pearlman 
Consumer  products-appliances 
Computers  &  electronics-computers 

Winn-Dixie  Stores 
PO  Box  B 

Jacksonville,  FL  32203 
904-783-5000 

CEO:  A  Dano  Davis 

Food  distributors-major  supermarkets 

FW  Woolworth 
233  Broadway 
New  York,  NY  10279 
212-553-2000 

CEO:  John  W  Lynn 
Retailing-discount  &  variety  stores 
Retailing-shoe  stores 

Zions  Utah  Bancorporation 
1190  Kennecott  Building 
Salt  Lake  City,  UT  84133 
801-524-4787 

CEO:  Roy  W  Simmons 
Banks  and  thrifts-West 

An  idea  whose  time  has  come,  again. 

lagazine  mastheads  appear  and  depart  these  days  almost  as 
dly  as  sit-coms  do. 

he  words  "Good  Housekeeping"  on  the  other  hand,  first 
sared  over  one  hundred  years  ago  on  the  cover  of  a  small 
;azine  dedicated  to  "the  highest  interests  of  the  household." 
hat  singular  idea  has  never  changed.  And  neither  has  the  need 
lillions  of  American  families  to  enjoy  a  richer,  more  rewarding 
lelife.  Which  is  why  generations  of  homemakers  have  turned 
scant  publication  into  the  most  powerful  and  respected 
;azine  in  the  field. 

o  while  the  media  report  that  the  desire  for  a  more  traditional 
lelife  has  made  some  sort  of  comeback,  we  have  to  disagree, 
sricans  have  always  cherished  their  families,  have  always 
*ht  to  give  their  husbands  and  wives  and  children  those  things 
:h  make  being  a  family  so  special. 

or  proof,  we  offer  what  we  offered  over  a  hundred  years  ago: 

idea  behind  Good  Housekeeping. 

Our  pages  do  more. 


Good  Housekeeping  is  a  publication  of  Hearst  Magazines,  a  division  of  The  Hearst  Corporation.     lSWHThe  Hearst  Corporation 


A  B.A.T  INDUSTRIES  REPORT 

Extracts  from  the  preliminary  results  for  the  year  ended  31  December  1985 


Profit  £1168m: 
Dividend  up  by  17V2% 


Group  Results 

Year  to 
December 
1985 

Year  to 
December 
1984 

Pre-tax  profit 

£H68m 

£1405m 

Attributable  to  B.A.T  Industries 

£674m 

£784  m 

Dividend  per  share 

12.10p 

10.30p 

£1=$1.446  at  31.12.85  ($1,159  at  31.12.84). 

Group  pre-tax  profits  in  1985  totalled 
£1168  million.  This  17  per  cent 
decline -as  reported  in  sterling— 
owed  much  to  the  weakness  of  the 
US  dollar  which  sharply  reduced 
profits  when  translated  into  sterling  at 
year-end  rates.  Operating  profits  were 
12  per  cent  lower  at  £1288  million, 
and  attributable  earnings  were  14  per 
cent  down  at  £674  million. 

The  year  in  fact  saw  growth  and  good 
performance  in  most  of  the  Group's 
businesses.  Tobacco  and  paper  had 
a  particularly  strong  year;  as  did  life 
and  pensions  business  and  UK 
retailing.  There  were  however 
unsatisfactory  performances  in  some 
parts  of  US  retailing  and  unexpectedly 
high  claims  experience  in  UK  general 
insurance. 

Nevertheless  total  operating  profit  in 
local  currency  terms  showed  a  further 
one  per  cent  improvement  and  would 
have  reached  £1485  million  had 
exchange  rates  remained  constant 
during  the  year  After  a  higher  net 
interest  charge,  pre-tax  profits  would 
have  shown  a  decrease  of  3  per  cent  to 
£1361  million.  The  Group  remains 
one  of  the  UK's  leading  and 
most  profitable  businesses 


remains  tromlowei 
^fl^^    grew  t 


Allcompansons  are  affected  by  further 
changes  in  Group  structure.  Allied 
Dunbar  was  acquired,  Soporcel 
became  an  associate,  and  Mardon 
Packaging  was  sold  It  is  a  striking 
testimony  to  the  Group's  financial 
strength  and  strong  cash  flow  that  the 
gross  debt/equity  ratio  came  down 
to  50  per  cent,  having  risen  to 
64  per  cent  in  early  1985  following 
the  purchase  of  Allied  Dunbar 

Taking  the  increase  in  Group  results 
reported  over  the  two  years,  1984  and 
1985,  pretax  profits  are  up  by  19  per 
cent  and  earnings  per  share  by 
22  per  cent. 

Tobacco  experienced  a 
buoyant  year  Group  cigarette  volume 
rose  by  4  per  cent  with  improved 
market  share  in  Brazil  and  the  US. 
In  local  currencies  Group  trading 
profit  from  tobacco  increased  by 
8  per  cent 

Paper  also  had  a  strong  year 
with  higher  sales  of  carbonless 
copying  paper  from  both  Wiggins 
Teape  and  Appleton.  With  help 
from  lower  pulp  prices  profits 
by  19  per  cent  in 
local  currencies. 


Retailing  had  a  mixed  year,  with 
another  sparkling  performance 
from  Argos  and  good  results  in 
difficult  circumstances  from 
Marshall  Field's,  Saks  Fifth  Aveni 
and  Ivey's.  But  most  of  our  other 
stores  performed  inadequately,  a 
it  has  been  decided  to  concentre 
our  efforts  on  stores  which  offer 
growth  potential  and  to  dispose  c 
the  others,  which  in  aggregate  m 
a  substantial  loss. 

Financial  services  now 

includes  Allied  Dunbar  as  well  as 
Eagle  Star  and  both  achieved 
substantial  growth  in  life  and  pensi 
income.  Eagle  Star  's  general  busir 
suffered  from  an  unexpectedly  hi 
claims  experience  but  premium  n 
are  now  at  a  more  satisfactory  lev 

Associated  companies  n 

an  excellent  year  in  local  currenc 
Imasco  achieved  further  growth 
despite  competitive  pressures  in 
Canadian  tobacco  and  US  drug 
stores. 

In  the  light  of  the  year  s  posi 
features  the  Board  will  be  recom- 
mending to  shareholders  a  final 
dividend  of  735p,  making  a  tota 
the  year  of  12.10p,  an  increase  of 
17.5  per  cent  over  the  previous  ye 
and  an  85  per  cent  growth  in  exo 
of  UK  inflation  over  the  past  five  ye 


PROSPECTS  for  1986  are 
further  growth  at  operating  profit 
level.  Factors  outside  our  control 
include  exchange  rates  and  great 
reduced  investment  income  frorr 
Brazil.  But  we  expect  an  increase 
attributable  profits. 

PATRICK  SHEEHYChairr 


■ 


BAT  INDUSTRIES 

Full  financial  statements  will  be  delivered  to  the  Registrar  of  Companies  and  carry  an  unqualified  audit  report 
The  results  are  being  posted  to  shareholders.  Copies  are  available  from  BAT  Industries  (NY),  445  Park  Avenue  New  York  NY  10022. 


Capital  Markets 


MONEY  &  INVESTMENTS 


^here's  nothing  wrong  with  a  short-lived, 
remium  GNMA  pool — if  you  know  what 
ou  are  doing.  The  12s  look  attractive. 

PLAYING  WITH 
GNMAs 


By  Ben  Weberman 


lere  is  good  reason  to  avoid  high- 
iupon  bonds.  Interest  rates  have 
lien  so  dramatically  in  the  past 
w  months  that  almost  every  bor- 
wer  who  can  find  a  way  to  do  so  is 
lling  for  redemption  of  any  expen- 
se debt  on  its  books.  Utility 
mds,  variable-rate  municipal 
•nds,  and  taxable  and  tax-exempt 
msing  bonds  are  in  this  category. 
Bonds  selling  at  a  premium  may 
:  called  for  refunding  at  prices  well 
low  the  going  market. 
On  the  other  hand,  there  are  still 
ays  to  play  high-coupon  bonds. 
NMA  mortgage  passthrough  pools 
rrying  a  12%  coupon  offer  inves- 
rs  an  opportunity  to  enhance 
ort-term  yields  and  even  provide 
odest  protection  against  a  possi- 
e  increase  of  interest  rates  in  the 
ture. 

As  this  is  written,  the  12% 
NMA  pools  are  being  paid  off  so 
at  their  remaining  half-lives  are 
)  more  than  4  years  and  could  soon 
:  in  a  3-year  average  life  maturity 
me.  In  other  words,  they  are  essen- 
illy  medium-term  investments, 
)t  long-term  paper. 
Here's  how  it  works:  The  GNMA 
Ls  are  selling  at  108.  Chuck  Ram- 
y,  managing  director  of  mortgage- 


n  Weberman  is  economics  editor  of 
rbes  magazine. 


backed  securities  with  Bear, 
Stearns,  notes  that,  because  of  refi- 
nancings, prepayments  on  GNMA 
12s  have  speeded  up  dramatically. 
That  means  a  considerable  number 
of  high-interest  mortgages  are  being 
paid  off  by  borrowers  at  100. 

Using  prepayment  experience  of 
the  past  three  months,  Ramsey 
notes  that  the  constant  percentage 
prepayment  (CPP)  is  22.5%  of  re- 
maining principal  balances.  This 
creates  an  average  life  of  3.9  years 
and  a  yield  to  maturity  of  9.24% — 
2.14%  more  than  is  received  from  a 
4-year  Treasury  note. 

Let's  say  that  interest  rates  con- 
tinue to  decline,  as  I  expect,  and 
that  home  mortgagors  speed  up  pre- 
payments. If  the  CPP  increases  to 
30%,  the  average  life  of  12s  would 
fall  to  2.85  years.  The  yield  to  matu- 
rity, based  on  the  shorter  average 
life,  would  be  8.47%,  or  142  basis 
points  more  than  Treasurys  of  simi- 
lar 3-year  maturity. 

A  reasonable  maximum  potential 
for  shortening  of  life  caused  by  fall- 
ing market  rates  of  interest  would 
be  a  CPP  of  35%.  This  would  cut 
the  average  life  to  2.38  years  and  the 
yield  to  7.91%.  That  compares  with 
about  7%  on  Treasurys  that  are  due 
in  2.38  years. 

In  summary,  a  12%  GNMA 
should  be  purchased  as  a  substitute 
for  a  short-term  federally  backed 
investment. 

Some  people — I  am  not  one  of 
them — make  a  case  for  higher  inter- 
est rates  at  the  end  of  this  year  and 
thereafter.  Perhaps  not  to  10%  to 
12%  for  Treasurys,  as  they  once  be- 
lieved, but  to  8.5%.  That  would 
raise  mortgage  rates  again  and  slow 
refinancings. 

The  average  life  of  the  12% 


GNMA  under  such  conditions 
would  be  extended  from  today's  3.9 
years.  As  the  average  life  gets  long- 
er, the  loss  because  of  early  refund- 
ing would  be  reduced  and  the  yield 
to  maturity  would  actually  rise. 

If  the  CPP  is  cut  to  15%,  the  aver- 
age life  would  move  to  5.86  years 
and  the  yield  would  grow  to  9.96% . 

Another  way  to  lock  in  good 
yields  for  a  longer  period,  but  with 
considerable  uncertainty  about  ma- 
turity, would  be  through  purchase 
of  current  coupon,  of  9%,  GNMAs. 
These  trade  close  to  100  and  carry  a 
bond  equivalent  yield  of  9.11%. 
That  increment  of  0.11%  results 
from  compounding  of  monthly  pay- 
ments and  calculating  the  benefit  to 
compare  with  coupon  securities 
that  pay  interest  semiannually. 

The  9%  GNMAs  have  had  a  CPP 
of  3.7%  in  the  past  three  months, 
and  an  average  life  of  11.4  years. 

Anyone  investing  in  GNMAs 
must  always  keep  in  mind  that  part 
of  the  monthly  payments  consists 
of  return  of  principal  representing 
normal  monthly  mortgage  pay- 
downs  supplemented  by  principal 
from  those  who  have  prepaid.  This 
money  must  be  reinvested — and 
quickly.  To  spend  it  results  in  dissi- 
pation of  capital. 

Despite  these  fast  payoffs,  a  thor- 
ough examination  of  yields  on  fast- 
paying  GNMA  pools  shows  consid- 
erable yield  advantages  over  Trea- 
surys of  similar  maturity.  A  draw- 
back to  GNMAs  is  that  they  are  not 
quite  as  marketable  as  Treasurys,  so 
a  sale  prior  to  maturity  could  mean 
getting  a  price  substantially  below 
the  market. 

For  greater  certainty  of  maturity, 
high-coupon  corporate  issues  likely 
to  be  called  for  refunding  soon  are 
good  candidates  for  premium  yield. 
Most  of  the  issues  trade  at  a  high 
price  because  of  the  coupon.  But 
institutions  don't  like  to  pay  premi- 
ums over  par.  As  a  result,  bond 
prices  are  relatively  low  and  yields 
high.  For  example,  A-rated  Com- 
monwealth Edison  13s  of  2012  are 
refundable  after  Dec.  15,  1987  at 
109.84.  At  114  they  have  a  current 
yield  of  11.4%,  and  to  first  call  of 
8.50%.  That's  darned  good  com- 
pared with  a  2-year  Treasury.  Or 
take  the  Mobil  14.40s  of  2004, 
which  are  not  callable  until  July  15, 
1989  at  100.  At  116,  they  have  a 
current  yield  of  12.4%  and  a  yield  to 
first  call  of  8.66%.  If  interest  rates 
go  up,  you  have  a  13%  or  14%  bond 
for  a  long  time.  ■ 
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Stock  Trends 


MONEY  &  INVESTMENTS 

Caution  all  latecomers  to  Wall  Street's 
flashiest  bash.  Many  illustrious  stocks 
appear  on  the  verge  of  leaving  the  party. 

500  CONCERNS 


By  Ann  C.  Brown 


What  a  year  it  has  been  for  the  stock 
market  since  the  last  Forbes  500s.  A 
dozen  months  ago  the  DJI  was 
struggling  to  break  1300,  as  it  had 
been  off  and  on  since  early  1983. 
Twenty-four  going-mostly-nowhere 
months.  Investor  ennui  with  capital 
E-Q-U-I-T-I-E-S.  And  then.  .  . . 

Slowly  at  first  came  the  snow- 
balling hundred-point  moves:  1400, 
1500,  1600.  Up,  up  and  blowing 
away  even  the  most  optimistic  pre- 
dictions— among  them,  my  own. 
On  up,  1700,  1800.  Five  hundred 
points  and  then  some.  Cheers  (3)  for 
the  fully  invested!  CPR  for  the 
short  sellers.  And  caution  now  to 
latecomers  to  Wall  Street's  flashi- 
est bash.  Many  of  the  most  illustri- 
ous stocks  appear  on  the  verge  of 
leaving  the  party. 

Last  year  Walt  Disney  (37)  was  sell- 
ing for  half  its  recent  high,  which  is 
another  way  of  saying  that  the  stock 
is  up  nearly  100%  when  the  general 
market  is  up  around  38%.  I  know 
Down  and  Out  in  Beverly  Hills  is 
a  blockbuster.  I  know  what  new 
management  has  done  and  plans  to 
do.  But  I  also  know  that  when  I 
recommended  DIS  at  a  split-adjust- 
ed price  of  15  (Forbes,  Oct.  10,  1983} 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisor)'  and  portfolio  management 
firm  of  AC.  Brown  &  Associates. 


I  thought  the  stock  might  double 
within  three  to  five  years.  It  has. 

Time  Inc.  (75)  is  another  old  favor- 
ite that  may  have  gotten  ahead  of 
itself.  The  stock  hit  the  mid-70s  a 
few  weeks  ago,  up  from  the  mid-40s 
in  1985.  Because  of  its  ownership  of 
HBO  and  other  cable-TV  systems, 
Time  is  more  highly  prized  than 
most  other  publishing  companies. 
Nevertheless,  TL  is  still  heavily  in- 
volved in  publishing,  and  has  been 
cutting- staff  in  an  effort  to  improve 
the  profitability  of  this  side  of  the 
business.  Historically,  the  compa- 
ny's average  annual  P/E  is  around 
14.  Currently,  Time  is  selling  at 
over  20  times  this  year's  estimated 
earnings  of  $3.50  to  $3.60  per  share. 
Chances  are,  the  near-term  upside 
price  potential  could  be  limited. 

Waste  Management  (44)  is  up  over 
35%  since  January — and  up  1,200% 
since  my  first  recommend  (Nov.  11, 
1978).  In  those  days,  Waste  Manage- 
ment ranked  number  495  in  Forbes 
500s  Market  Value  but  failed  to 
make  the  other  lists.  For  1985, 
WMX  was  105  th  in  market  value, 
418th  in  sales,  193rd  in  net  profits 
and  480th  in  assets.  A  great  achieve- 
ment in  a  short  period  of  time. 
However,  currently  selling  at  24 
times  this  year's  estimated  earnings 
per  share  of  $2,  the  stock's  multiple 
looks  high  for  a  company  subject  to 
unpredictable  lawsuits,  bureaucrat- 
ic delays  and  other  hazards  affecting 
the  waste  disposal  business. 

The  drug  group  is  currently  giving 
me  a  bad  case  of  the  whim-whams. 
Merck  (164),  Upjohn  (157),  Squibb  {93), 
et  al.  rank  high  on  The  Forbes  500s 
on  Wall  Street  list.  Outstanding  per- 
formers all — especially  since  the 
dollar  started  its  steep  slide  vis-a-vis 
other  currencies.  The  question  is: 


How  much  are  these  stocks  rising  on 
their  own  merit  and  prospects?  And 
how  much  is  because  investors/spe- 
culators are  using  them  as  foreign 
exchange  trading  vehicles?  My  guess 
is  that  the  group  may  climb  some- 
what higher  because  the  dollar  will 
likely  continue  to  drop — and  there 
are  a  number  of  media-event  new 
products  due  out  soon.  However, 
buyers  take  care.  By  the  1987  Forbes 
500s  issue,  the  drug  stocks  could 
have  you  taking  Anacin,  Bufferin 
and  Tylenol  by  the  caplets. 

Over  the  last  12  months,  both 
Chrysler  (40)  and  Ford  (80)  have  dou- 
bled, and  General  Motors  (80)  is  up 
35%  (not  counting  the  E  and  H 
spinoffs).  Even  though  relatively 
low  interest  rates  could  fall  another 
percent  or  so  because  of  a  lower- 
than-expected  inflation  rate,  auto 
sales  have  been  weakening  recent- 
ly, and  inventories  have  started  to 
build.  As  the  year  progresses,  sales 
could  slow  further. 

A  year  ago,  I  picked  five  small, 
relatively  new  companies  and  prom- 
ised to  track  them  yearly  to  see  if  and 
when  one  or  more  might  make  it  to  a 
Forbes  500s  listing.  Progress  report 
1986:  No  one  there  yet,  but  none 
expected  this  soon.  Meanwhile,  as 
far  as  stock  prices  go,  the  winner  is 
Environmental  Systems  (34,  o-t-c),  up 
50%  -plus  from  a  split-adjusted  price 
of  22.  Runners-up:  Dionex  (42,  o-t-c), 
up  40%,  and  Wherebouse  Entertain- 
ment (24),  up  over  20%.  Disappoint- 
ing to  date:  Cincinnati  Microwave 
(12,  o-t-c),  where  there  was  virtually 
no  gain.  Disaster:  HEl  Corp.,  which 
fell  63%,  from  14  to  5. 1  have  decid- 
ed to  replace  the  latter  with  Dyna- 
tech  Corp  (30,  o-t-c)  for  purposes  of 
this  exercise  in  seeing  how  long  it 
takes  a  good  little  company  to  be- 
come a  good  big  company. 

To  refresh  your  memory:  Envi- 
ronmental Systems  is  in  the  waste 
disposal  business;  Dionex  is  into 
ion  chromatography  (the  separation 
of  mixtures  into  their  constituents); 
Wherehouse  Entertainment  retails 
home  entertainment  and  informa- 
tion software;  and  Cincinnati  Mi- 
crowave produces  automatic  radar- 
detecting  devices.  Dynatech  is  in- 
volved with  data  communications 
and  has  an  impressive  record  of  an- 
nual earnings  gains  of  25%  or  so  for 
the  past  few  years.  The  stock  is  sell- 
ing at  only  12  times  1986  estimated 
earnings  per  share  of  $2.50.  Possibly 
one  of  the  few  undiscovered  beau- 
ties left  in  this  knockout  market?  ■ 
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IOW  TO  WORK  ON  YOUR  GAME  WHEN 
3U  DONT  HAVE  TIME  TO  PLAY  A  ROUND. 


GOLF  Magazine: 
The  best  way  to  practice 
en  you  don't  have  time  to  practice. 

>  because  GOLF  brings  the  course  to 
so  no  matter  where  you  are,  you  can 
through  the  toughest  parts  of  your 
.  Before  you  get  out  on  the  green. 

Our  top  pros  call  YOUR  shots. 

ou  over-swinging?  Moving  your  head 
uch?  What  about  your  blade  action? 
GOLF,  you'll  get  to  the  heart  of 
s  beating  you.  With  advice  from  top 
ike  Ballesteros,  Crenshaw,  Palmer 
enturi.  And,  get  their  views  on 
ng  new  equipment  like  computer- 
ned  clubs  and  spikeless  shoes.  Plus, 
follow  these  players  and  many  others 
most  awe-inpiring  tournaments  in 
odd.  That  will  surely  inspire  your 
,  too. 


Now  get  62%  off!  Plus,  a  FREE  GIFT! 

And  now,  you'll  get  12  issues  of  GOLF, 
including  our  special  YEARBOOK  issue, 
for  just  $8.97.  That's  62%  off  the  newsstand 
price,  and  44%  off  the  basic  subscription 
price  of  $15.94.  You'll  also  receive  our 
exclusive  guide,  "KWIK-PRO  POCKET 
POINTERS"  FREE  when  we  receive  your 
payment.  Packed  with  all  the  tips  and 
techniques  you  need  to  master  your  game  in 
short  order.  Order  today  and  discover  the 
best  way  to  practice. .  .when  you  don't  have 
time  to  play  a  round! 

For  even  faster  service,  call 

1-800-852-5000 


Your  GOLF  Guarantee:  GOLF  Magazine 
help  you  play  better  golf  and  enjoy  it 


FREE 


GET  62%  OFF!  PLUS 
"KWIK-PRO  POCKET 
POINTERS"  FREE! 

□  YES!  Please  send  me  one  year  of  GOLF 
(12  issues)  for  just  $8.97*.  A  full  62  %  off  the 
newsstand  price.  I  understand  that,  as  part  of 
my  subscription.  I  will  receive  the  special 
YEARBOOK  issue.  Plus,  when  I  pay  for 
my  subscription,  I  will  receive  KWIK- 
PRO  FREE!  Packed  with  invaluable  tips 
and  tactics  for  improving  my  game. 

Send  no  money  now,  we'll  bill  you  later. 

5JW49 


NAME 


I 
I 

|  ADDRESS 
I  CITY 


ZIP 


r  your  money  back — all  of  it! 


wm3KX3K3KrMri 


I   Mail  to:  GOLF  Magazine,  P.O.  Box  2751.  Boulder,  CO  80322 
I   Your  first  issue  will  arrive  in  3-6  weeks. 
^•(Orders  outside  of  the  U.S.  add  $5.00  for  postage.) 


The  Contrarian 


IN  PARADISE 

An  island  paradise  that  offers 
x~V  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 
per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1 00 1 1 
or  call  212/620-2461. 


MONEY  &  INVESTMENTS 


If  you  still  own  long-term  bonds,  my 
advice  is,  move  for  the  exits — quickly. 

THE  SHORT 
OF  THE  DECADE 


By  David  D  re  man 


Was  it  only  five  years  ago  that  oil 
shot  up  to  $40  a  barrel  on  the  spot 
market,  with  virtually  every  eco- 
nomic guru  predicting  a  price  of  $80 
or  higher  by  decade's  end?  A  year  or 
two  later  many  of  the  same  experts 
were  frightened  to  death  by  long 
bonds,  even  though  interest  rates 
ranged  above  15%  on  Treasurys  and 
14%  on  munis.  The  crowd  back 
then  saw  oil  in  short  supply  almost 
to  the  hereafter  and  long  bonds  as  an 
investment  only  the  feebleminded 
would  touch. 

How  the  wheel  turns!  Today  oil  is 
back  to  $10  a  barrel,  below  the  1974 
price  (inflation  adjusted,  it's  about 
$7),  and  long  Treasurys  yield  only 
about  7Vi%.  The  same  investors 
who  refused  to  buy  long  Treasurys 
when  yields  were  above  15%  can- 
not scoop  them  up  fast  enough, 
with  rates  at  half  those  levels. 

Are  they  right?  About  as  right  as 
they  were  with  their  oil  and  bond 
calls  in  the  early  1980s.  At  the  time, 
panic  in  bonds  was  not  too  difficult 
to  see,  and  presented  an  exceptional 
buying  opportunity.  Subsequently, 
long-term  bonds  rose  sharply,  the 
Salomon  Brothers  Bond  Index  by 


David  Dreman  is  managing  director  of 
Dreman  &  Embiy,  Inrestment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 


over  40%  and  zero  coupon  Trea- 
surys by  as  much  as  100%. 

The  situation  today  is  almost  ex- 
actly reversed.  If  you  still  own  long- 
term  bonds,  move  out  quickly.  This 
time  bonds  may  prove  to  be  one  of 
the  best  shorts  of  the  decade. 

Why  do  I  say  this?  From  their 
peak  in  1982,  bond  yields  have 
dropped  sharply,  and  the  fall  has 
intensified  over  the  past  12  months. 
The  justification  is  the  popular  be- 
lief that  inflation  is  all  but  dead  and 
we  are  in  for  a  long  period  of  flat 
pricing,  or  even  deflation.  Are  the 
rose-colored  glasses  warranted?  No. 

Inflation  dead?  Actually,  prices 
have  continued  to  move  up  at  a  4% 
to  5%  annual  clip  since  the  begin- 
ning of  the  decade,  a  rate  that  would 
have  been  considered  intolerable  by 
monetary  authorities  through  most 
of  the  Fifties  and  Sixties.  More  omi- 
nous, thanks  to  the  strong  U.S.  dol- 
lar of  recent  years,  the  inflation  rate 
has  persisted  in  the  face  of  actual 
deflation  in  steel,  copper,  other  base 
metals,  pulp  and  paper,  and  agricul- 
tural and  industrial  commodities. 

Now,  with  a  much  cheaper  dollar, 
these  prices  will  rise,  possibly 
sharply.  Add  cost-push  inflation  as 
economic  expansion  continues,  and 
the  overall  rate  could  increase  to 
6%  to  7%  or  higher,  even  discount- 
ing the  substantial  drop  in  the  price 
of  oil.  This  is  anything  but  the  fall- 
ing-price script  the  current  over- 
heated bond  market  anticipates. 

The  bottom  line,  then,  is  that  the 
long-bond  buyer  is  taking  enormous 
risks  for  very  little  return.  If  you 
buy  a  long-term  Treasury  in  a  50% 
tax  bracket,  your  return  is  near  zero 
after  inflation,  even  at  today's  re- 
duced inflation  rates.  (With  state 
and  local  taxes,  the  real  return  is 
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ative.)  With  high-grade  munis, 
ile  the  story  is  a  little  better,  it  is 
earth-shattering. 
Jext,  let's  look  at  the  risks.  A  4% 
ation  rate  over  the  foreseeable 
ire  is  probably  close  to  the  best 
i.  Consider,  then,  what  might 
pen  if  inflation  rates  increase, 
ing  prices  have  always  been  ac- 
lpanied  by  sharply  higher  inter- 
rates.  In  fact,  if  inflation  rates  do 
,  the  long-bond  market  can  be 
lied.  The  table  gives  some  idea  of 
it  happens  to  an  8%  coupon  on  a 
0  bond  if  interest  rates  move  up 
the  sake  of  simplicity,  using  a 
,rear  Treasury  in  all  cases). 
8%  $100.00 

10  80.00 

12  66.67 

14  57.14 

16  50.00 
inflation  increases  to  6%  or  7%, 
long-term  rates  move  from  8% 
0%,  the  investor  owning  an  8%, 
fear  Treasury  would  lose  20%  of 
capital.  At  14%  (below  the  1982 
l),  the  loss  would  be  a  staggering 
).  Both  cases  are  before  calculat- 
the  additional  loss  of  purchasing 
rer  through  inflation. 
3  why  does  everyone  scramble  to 
long  bonds  when  rates  turn 
rn,  particularly  when  bonds  have 
:royed  more  capital  in  the  post- 
period  than  all  the  stock  market 
hes  of  the  century  combined? 
he  answer  is  simple:  mania.  The 
zy  is  even  more  clearly  spelled 
by  the  fact  that  the  yield  spread 
veen  short  and  long  bonds  is 
11  (under  one-half  of  1%),  which 
ms  you  get  very  little  additional 
rn  for  taking  exponentially  more 
in  long  bonds.  Do  you  have  to  be 
ifiably  brain  dead  to  play  these 
5?  No,  only  your  normal  investor 
loney  manager  caught  up  in  the 
dless  lemming  process. 
)  what  to  do?  Just  as  I  wrote  four 
s  ago  that  high-yield  long  bonds 
lid  be  snapped  up  for  good  gains, 
ly  they  should  be  avoided  like 
plague.  The  smart  play  is  to  stay 
t — maturities  three  years  or  un- 
to protect  your  capital.  That 
,  you  stand  to  pick  up  some  nice 
rns  if  bond  market  history  re- 
:s,  as  it  almost  inevitably  does, 
il  is  at  $10  a  barrel  today,  not 
and  I  bet  before  another  three 
s  pass,  you  will  see  Treasurys 
ding  closer  to  10%  to  1 1%  going 
ler,  instead  of  6%  or  7%.  moving 
:h.  When  the  crowd  has  reached 
lemming  stage,  there  is  money 
e  made  by  betting  against  it.  ■ 


lO  weeks  of 
Value  Line 


This  trial  subscription  is  open  to  you  only  if  no  member  of 
your  household  has  subscribed  to  Value  Line  in  the  past  two 
years.  We  make  this  special  offer  because  we've  found  that 
a  high  percentage  of  new  subscribers  who  try  Value 
Line  stay  with  us  on  a  long-term  basis.  The  increased 
circulation  enables  us  to  keep  our  subscription  fees  to 
long-term  subscribers  lower  than  would  otherwise  be 
possible. 

Under  this  special  trial  offer  you  will  receive  the  2000-page  Investors  Reference  Service 
(illustrated  above)  at  no  extra  cost.  You'll  receive  all  the  new  full-page  reports  to  be  issued  in 
the  next  10  weeks  on  the  more  than  1700  stocks  and  92  industries  regularly  monitored  by 
The  Value  Line  Investment  Survey.  Filing  takes  less  than  a  minute  a  week.  All  this 
material  is  so  organized  in  your  binder  that  you  can  quickly  turn  to  a  continually 
updated  report  on  almost  any  leading  stock. 

Thus  you'll  find  it  convenient  to  have  The  Investors  Reference  Service  at  your  fingertips 
whenever  you  need  facts  and  figures,  as  well  as  Value  Line's  projected  performance  ratings 
on  more  than  1 700  widely  held  stocks  in  92  industries. 

In  the  Selection  &  Opinion  section,  which  accompanies  your  weekly  reports,  you'll  also 
get  analyses  and  forecasts  of  the  national  economy  and  the  stock  market .  .  .  guidance  on 
current  investment  policy  explaining  Value  Line's  bullish  long-term  position  on  the  securities 
markets  .  .  .  plus  Value  Line's  specific  stock  selections. 

Take  advantage  of  this  special  introductory  offer — and  receive  as  bonuses  without  extra 
charge,  the  2000-page  Investors  Reference  Service  and  the  "A  Subscribers  Guide''  booklet, 
which  explains  how  even  inexperienced  investors  can  apply  thousands  of  hours  of 
professional  research  to  their  own  portfolios  by  focusing  on  only  two  unequivocal 
ratings,  one  for  Timeliness  (Performance  in  the  next  12  months),  the  other  for  Safety. 

CALL  TOLL-FREE 

If  you  have  Master  Card,  American  Express  or  Visa 
phone  1-800-633-2252  (Ext.  281)  24  hrs.  7  days  a  week 


The  Value  Line  Investment  Survey 

Value  Line,  Inc.,  711  Third  Ave.,  New  York,  N.Y.  10017 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $50  to 
The  Value  Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  "A  Subscriber's 
Guide"  booklet. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for 
$395  and  send  me  the  two  extra  bonuses  listed 
above.  There  are  no  restrictions  with  this  annual 
subscription. 

This  subscription  is  tax-deductible  and  non- 
assignable. Allow  4  weeks  for  delivery. 


SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT  CARD  LCD  CALCULATOR 
given  to  you  when  you  order  The  Value  Line  Invest- 
ment Survey  for  one  year. 

□  My  payment  is  enclosed. 

□  Please  charge  to: 

□  American  Exp. 

□  MasterCard  □  Visa 

Expiration  Date  


VI 


Account  #   

(N  Y  residents  add  sales  tax.; 


Dept.516M28 


Signature 


Name 


Address 


City 


Apt.  No. 


State 


Zip 
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MONEY  &  INVESTMENTS 


There  are  chart  services  that  cover  just 
about  every  feasible  spread  that  might 
come  to  mind — and  some  that  wouldn  V. 

THE  LONG  AND 
THE  SHORT  OF  IT 


By  Stanley  W.  Angrist 


Longtime  readers  of  this  column 
know  that  most  of  my  trading  rec- 
ommendations are  made  in  the 
form  of  spreads.  Why?  Time.  Be- 
cause of  the  lag  between  when  I 
write  this  column  and  when  you  are 
able  to  read  it,  I  prefer  to  recom- 
mend spreads,  as  they  usually  move 
slower  than  outright  long  or  short 
positions.  So  readers  are  more  likely 
to  be  able  to  enter  a  recommended 
spread  trade  at  a  reasonable  price. 
Because  many  spreads  offer  lower 
risk,  that  usually  results  in  lower 
margin  requirements. 

Readers  frequently  ask  where 
they  can  get  additional  information 
on  spreads.  Fortunately,  in  the  last 
few  years  more  and  more  informa- 
tion has  become  available  on  what 
was  once  an  arcane  subject.  For 
those  of  you  who  want  to  see  how  a 
large  number  of  spreads  are  behav- 
ing without  charting  them  yourself, 
the  Spread  Scope  Chart  Service 
might  be  just  what  you  are  looking 
for.  This  weekly  (or  biweekly)  ser- 
vice charts  several  hundred  spreads 
in  each  issue  and  covers  just  about 
every  feasible  spread  combination 
that  might  come  to  mind. 

The  same  service  publishes  a  let- 

Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


ter  that  recommends  and  follows  a 
large  number  of  spreads  in  just 
about  every  area  of  commodity  trad- 
ing. Sample  issues  of  both  the  chart 
service  and  spread  letter  are  avail- 
able by  calling  818-365-4579. 

Wayne  Esserman,  a  longtime  fol- 
lower of  spreads,  has  recently  pub- 
lished a  book  called  The  Handbook 
of  Commodity  Spreads  that  provides 
a  historical  tracking  of  more  than 
100  of  them.  Esserman's  book,  in 
essence,  is  a  set  of 
probability  tables  on 
the  performance  of  var- 
ious spreads.  For  each 
spread  listed,  it  shows 
the  probability  that  the 
lead  month  will  gain 
on  the  secondary  con- 
tract for  a  range  of  en- 
try and  exit  dates. 

Such  data  allow  a 
spreader  to  see  the  odds 
that  a  spread  will  move 
in  a  given  direction.  It 
does  not  assure  profit- 
ability— nothing  can 
do  that.  Spreads  do  not 
always  follow  past 
price  patterns,  or  the 
spread  might  make  an 
interim  adverse  move 
that  is  so  costly  that  a 
trader  might  decide  to 
exit  it. 

Esserman  also  re- 
cently began  publish- 
ing a  monthly  spread 
letter.  In  each  issue  it 
analyzes  in  over- 
whelming detail  a  sin- 
gle spread.  The  letter 
then  suggests  a  number 
of  possible  ways  to 
trade  it.  A  sample  is 
available  by  writing  Es- 


serman at  116  West  Main  Street, 
Delphi,  Ind.  46923.  The  book  is 
available  postpaid  at  the  same  ad- 
dress for  $35.  (Phil  Tiger's  spread 
letter  was  detailed  in  my  Mar.  24 
column.) 

Among  the  trades  offered  in  the 
book  is  the  spread  of  long  February/ 
short  August  bellies.  It  came  to  my 
attention  because  Esserman's  prob- 
ability table  (see  below)  for  this  trade 
showed  that  August  lost  ground  to 
February  100%  of  the  time  if  the 
spread  was  entered  near  Apr.  15  and 
exited  close  to  June  15  for  the  years 
1969  through  1983.  I  will  remind 
you  again  that  this  does  not  make 
for  a  sure  thing. 

The  margin  on  this  spread  is 
S500,  and  the  round-turn  commis- 
sion at  a  discounter  should  be  about 
$40.  I  would  put  the  spread  on  with 
February  at  no  more  than  a  500- 
point  premium  to  August,  risking 
no  more  than  200  points  ($760  per 
spread)  from  my  entry  level.  Be- 
cause the  two  contracts  involved 
represent  different  crop  years,  be 
aware  that  they  can  move  quite  in- 
dependently of  each  other.  There- 
fore, this  spread  requires  careful 
monitoring.  ■ 


Probable  success 


This  chart,  for  the  August/February  belly  spread,  is  typical 
of  those  found  in  Wayne  Esserman's  book  The  Handbook 
of  Commodity  Spreads.  The  spread  was  studied  from  1969 
through  1983.  The  numbers  in  the  boxes  are  not  fractions. 
The  red  (top)  numbers  show  the  percentage  of  the  time 
that  the  lead  contract  (August)  gained  on  the  secondary 
contract  (February)  from  entrance  date  to  exit  date.  The 
blue  (bottom)  numbers  point  out  the  percentage  of  time 
that  the  lead  contract  lost  ground  to  the  secondary.  The 
green  triangles  call  attention  to  the  times  when  the  spread 
moved  in  the  same  direction  at  least  75%  of  the  time. 
From  these  numbers  a  trader  can  determine  when  to  enter 
a  possibly  profitable  spread. 


Exit  date 


Entrance 
date 

A 

15 

pr 

30 

M 
15 

ay 

31 

15 

in 

30 

I 

15 

ll 

31 

Aug 
15 

Mar  31 

60 

53 

47 

47 

Z7 

33 

40 

60 

Apr  15 

33 

20 

27 

00^ 

V 

20 

47 

Apr  30 

40 

2, 

27 

73 

47 

33 

May  15 

53 

33 

2" 

60 

May  31 

33 

33 

67 

Jun  15 

40 

lun  30 

lul  15 

lul  31 
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5  INC  0 

PHIA,  PA.,  Mar.  12— Deb  Shops  Inc.  (OTC: 
)idly  growing  women's  apparel  specialty  chain 
:ion,  today  reported  increases  in  sales,  net 
earnings  per  share  for  the  fourth  quarter  and 
nded  Jan.  31,  1986. 

DEB  SHOPS,  INC. 


Three  Months  Ended 

Jan.  31 
1986  1985 

S50.065.000  542,771.000 
4.299.000  3.121.000 
$.57  $41 


Fiscal  Year  Ended 
lan.  31 
1986  198S 
$147,104,000  $120,405,000 
10.350.000        a7  850.000 
$1.37  aJ104 
for  a  special  net  loss  or  investments  amounting  to  $298,000 
!r  share  recorded  in  July  1984 

Lester  E.  Wolser,  Vice  President-Finance  and 
;ial  Officer,  Deb  Shops,  Inc.,  9401  Blue  Grass 
lelphia,  PA  19114  Phone  (215)  676-6000.) 


tMACEUTICALS,  INC.  O 

rmaceuticals,  Inc.  a  biotech  co.  develops  and 
>s  diagnostic  tests  to  professional  and  consum- 

for  the  early  detection  of  certain  cancers, 
egnancy,  ovulation,  hidden  blood  in  the  stool  & 
cent  developments  include:  allergy  test  utilizing 
ntibodies,  simple  tests  for  animals,  and  devel- 
ontrolled  drug  devices  for  delivery  thru  the  skin 
ntiinflammatory,  cardiovascular  etc.). 

Jennnifer  Anderson,  NMS  Pharmaceuticals, 
lonrovia  Ave.,  Newport  Beach,  California  92663. 

645-2111.) 


IMPANIES  FINANCIAL  CORPORATION  A 

UNITED  COMPANIES  REPORTS 
21%  INCREASE  IN  1985  EARNINGS 

3UGE,  LA.  March  4,  1986  . .  For  the  year  ended 
1,  1985,  United  Companies  Financial  Corpora- 
UCF)  today  reported  earnings  of  $9,554,658,  or 
.hare,  compared  to  $7,892,452,  or  $2.77  per 
84.  Earnings  for  the  fourth  quarter  of  1985  were 

or  $.78  per  share,  compared  to  $3,009,145,  or 
hare,  for  last  year's  fourth  quarter, 
i  totaled  $138,134,873  versus  last  year's 
)3  for  the  year  and  $35,139,046  versus 
I  for  the  three  months.  Net  income  for  the  year 
rth  quarter  includes  $3,388,831  and  $683,093 
in  on  the  sale  of  investments.  The  implementa- 

Tax  Reform  Act  of  1984,  which  required  a 
on  of  insurance  reserves,  produced  a  deferred 
of  $6,783,301  or  $2.38  per  share  which  was 
during  1984.  Net  income  for  1984  was  also 
1  $537,209  which  was  the  cumulative  effect  of  a 
iccounting  method  for  accrued  loan  income, 
iber  31,  1985  the  Company  had  $700,288,000 
sets,  versus  $708,409,000  at  year  end  1984, 
30,000  in  stockholders'  equity  compared  to 


$43,371,000.  Insurance  in  force  was  $2,001,670,000 
compared  to  $2,010,350,000  at  December  31,  1984.  Net 
loan  receivables  were  $376,079,000  versus  $349,185,000 
last  year. 

United  Companies  is  a  financial  services'  company  oper- 
ating through  subsidiaries  in  the  businesses  of  life,  health 
and  annuity  insurance  in  40  states,  and  consumer  and 
mortgage  loans  in  eight  states. 

Three  Mos  Ended  December  31 


1985 


1984 


Net  Income 

Net  Income  Per  Share 

Gross  Revenues 

Average  Shares  Outstanding 


Net  Income 

Net  Income  Per  Share 

Gross  Revenues 

Average  Shares  Outstanding 

Earnings  per  share  and  average 

common  stock  split  paid  April  1, 

(Corporate  contact:  H 
Redman,  Secretary  &  Trea 
Corporation,  Phone  (504) 
Rouge,  LA.  70821.) 


$  2,236,471 
$.78 
$35,139,046 
2,850,000 


$  3.009,145 
$1.05 
$39,351,074 
2.850.000 


Twelve  Mos  Ended  December  31 


1985 


1984 


$  9,554,658        $  7,892,452 
$3.35  $2.77 
$138,134,873  $129,642,393 
2,850,00  0  2,850,000 
shares  outstanding  reflect  the  two-for-one 
1985. 

J.  Chustz,  Chairman  or  Dale  E. 
surer,  United  Companies  Financial 
924-6007,  P.O.  Box  1591,  Baton 


PHARMACIA  INC.  AB  0 

UPPSALA,  Sweden,  Mar.  4— Net  sales  increased  19% 
and  income  after  net  financial  items  rose  16%  for  1985. 

Consolidated  net  sales  during  1985  amounted  to  SEK 
3,398m.  (2,857),  1)  up  19  percent.  Income  after  net 
financial  items  rose  16  percent,  to  SEK  741  m.  Income 
per  share — calculated  after  current  tax,  in  accordance 
with  Swedish  accounting  principles — amounted  to  SEK 
12.05  (10.82),  up  11  percent.  Calculated  after  deferred 
tax,  2)  income  per  share  rose  15  percent,  to  SEK  7.49. 
Income  per  American  Depositary  Share,  calculated  in 
accordance  with  U.S.  accounting  principles,  and  on  the 
basis  of  current  tax,  amounted  to  SEK  9.49  (USD  1.10)— 
an  increase  of  14%. 


USD 

Jan-Dec 

Jan-Dec 

Incr. 

Jan-Dec 

1985 

1984 

% 

1985 

Net  sales 

Skr3398.2mm 

Skr2856  Smm 

19% 

$395. 5mm 

Income  after  net 

financial  items 

Skr741.2mm 

Skr636  9mm 

16% 

$  86.3mm 

Net  Income. 

U  S  PAP 

Skr629.6mm 

Skr552  4mm 

14% 

$  73.3mm 

Net  income. 

US  GAAP 

Skr387.6mm 

Skt362  4mm 

7% 

$  45.1mm 

Average  number  of  shares 

outstanding 
Net  Income  per  AOS 

US  PAP  1) 


49,775 


Skr9.94 


49.775 


14% 


$1.10 


Skr8  32 

All  amounts  in  U  S  dollars  have  been  translated  at  the  average  exchange  rate  for  January- 
December  1985  II  U  S  dollar  =  8  593  Skr ) 

1)  As  of  July  26,  1984,  one  ADS  (American  Depositary  Share)  represents  0  75  share 

(Contact:  Jorgen  Winroth,  Director  Investor  Relations, 
Pharmacia  Inc.  AB,  800  Centennial  Ave..  Piscataway,  N.J. 
08854  Phone  (201)  457-8000.) 


An 

Advertising 
Service 
That's 
Special 


CORPORATE  REPORT 

Updates 

Kin  forbes = 


Special  because  publicly- 
held  corporations  can  reach 
America's  most  important  in- 
vestors by  using  Corporate  Re- 
port Updates  in  Forbes. 

Appearing  once  each 
month,  Corporate  Report  Up- 
dates enables  companies  to 
announce  important  develop- 
ments to  the  astute  investors 
who  read  Forbes.  Moreover,  tor 
added  impact,  this  Forbes 
advertising  service  is  posi- 
tioned in  the  popular  "Money 
and  Investments"  section  of  the 
magazine, 

Forbes  has  720,000  subscrib- 
ers and  a  total  readership  of 
over  two  and  a  half  million. 
88%  of  Forbes'  subscribers  own 
corporate  stock,  with  aver- 
age holdings  exceeding 
$551,000.  Over  half  are  in- 
volved with  helping  others 
make  investment  decisions. 

Corporate  Report 
Updates  in  Forbes  is  an  ad- 
vertising investment  your  com- 
pany can  profit  from. 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 


Psychology  &  Investing 


MONEY  &  INVESTMENTS 


from  a 

small  investment 

•  Real  Estate 

•  Business  Opportunities 

•  Mail  Order 

•  Executive  Gifts 

•  Corporate  Items 

•  Travel 

The  first  step  in  reaching 
America's  most  powerful  con- 
sumer market  is  Forbes  Mag- 
azine's Market/Classified, 
appearing  in  the  first  issue  of 
the  month.  Forbes'  audience 
of  upper-income,  upper-man- 
agement readers  have  a  taste 
for  quality  and  demand  the 
best.  In  business  and  at  lei- 
sure, they  rely  on  Forbes  as  a 
source  for  information  and 
ideas.  Find  out  how  Forbes 
Classified  can  be  an  excellent 
marketplace  for  your  prod- 
ucts and  services.  Send  in  the 
coupon  for  details  on  Forbes 
Market/Classified,  or  call 
Linda  Loren  at  (212) 
620-2440. 

Mail  Coupon  To: 

Forbes  Market/Classified 

60  Fifth  Avenue 

New  York,  New  York  10011 

□  Please  call  with  more 
informational  Forbes 
Market/Classified. 

□  Please  send  brochure, 
dates  and  rates  on  the 


Name  

Title  

Company 
Address  _ 
Citv  


What's  the  best  way  to  sell  a  worthless 
product?  Pretend  to  sell  nothing,  and  let 
everyone  ask  how  to  get  in  on  it. 

WE  JUST  WANT 
TO  HELP  PEOPLE 


By  Srully  Blotnick 


h  « 


Looking  to  relax,  you  turn  on  the 
TV  one  evening.  Nothing  interest- 
ing on  the  three  networks,  so  you 
switch  to  a  local  or  cable-TV  chan- 
nel. Someone  is  babbling  about  real 
estate  or  the  stock  market.  Might  as 
well  listen.  Probably  better  than  the 
dumb  sitcoms  or  even  dumber  game 
shows  on  the  other  stations.  "I 
might  learn  something,"  you  say  to 
yourself  and  settle  in.  "I  might  even 
make  some  money." 

It  looks  like  a  talk  show,  but  you 
don't  know  either  the  host  or  the 
guest.  However,  the  format  is  as 
comfortable  as  a  pair  of  old  slippers, 
and  TV  stations  do  have  ethical 
standards,  so  you  pay  a  certain 
amount  of  attention  and  let  yourself 
continue  to  unwind. 

That  is  just  what  the  characters 
on  the  screen  were  hoping  you 
would  do:  Relax — and  believe. 

What  you  are  watching  is  not  a 
genuine  talk  show  but  a  huckster- 
ing effort  aimed  at  separating  you 
from  a  good  sum  of  money.  The 
huckster  buys  large  blocks  of  tele- 
vision time,  usually  on  local  or  ca- 
ble-TV stations  (such  as  FNN). 


Dr.  Srully  Blotnick  «  a  research  ps)'dx)logist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  NX'omen, 
just  publisljed,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 


Then,  a  representative  of  the  com- 
pany involved  (usually  its  presi- 
dent) appears  on  camera  pitching 
his  product.  Unlike  Lee  Iacocca 
hawking  Chryslers  or  Frank  Per- 
due, chickens,  these  pitchmen  try 
to  make  it  look  as  though  they 
aren't  selling  anything.  But  of 
course  they  are.  They  want  you  to 
buy — in  descending  order  of  fre- 
quency: precious  metals  ("the  best 
buying  opportunity  in  decades"), 
real  estate  ("no  money  down"), 
newsletters  and  commodities  bro- 
kerage services  ("a  1,000%  gain  in 
the  last  three  years"),  herbal  prod- 
ucts for  weight  loss  ("share  the  op- 
portunity") and,  for  good  measure, 
hair  grower.  With  testimonials 
aplenty,  natch,  from  the  previously 
poor,  obese  or  bald. 

How  do  the  hucksters  make  it 
appear  that  they  aren't  pushing  a 
product?  Simple.  By  hiring  a  hench- 
man to  go  on  camera  with  them  and 
play  interviewer.  Let's  call  the 
pitchman  Harry  and  the  phony  talk 
show  host  Al.  The  requirements 
that  Al  has  to  meet  are  few:  He  has 
to  be  attractive  and  glib.  Nothing 
about  him  should  be  obtrusive.  Al  is 
there  to  help  focus  viewer  attention 
on  the  person  he  is  interviewing — 
who  is  also  paying  him. 

Nevertheless,  Al  also  has  to  be  a 
bit  -of  a  ham,  since  it  is  imperative 
that  he  give  a  convincing  portrayal 
of  an  interviewer.  That  means  he 
must  feign  an  attitude  of  respect- 
ability and  detachment.  "Tell  me 
about  this  product  your  company  is 
offering,  about  which  I  have  been 
hearing  so  many  good  things,"  he 
may  say — as  if  he  didn't  already 
know  the  answers. 

Note  how  the  format  takes  a  free 
ride  on  the  popularity  attained  by 


State 


Zip . 


Telephone 


338 
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LOOK 

WHO  IS  THE  REAL  NUMBER  ONE? 


genuine  talk  shows.  But  note 
i  the  crucial  difference.  The  suc- 
i  of  a  genuine  talk  show  depends 
ically  on  the  producer's  ability 
r.eep  finding  guests  who  are  ei- 
:  1 )  newsworthy — preferably 
pie  who  are  currently  in  the 
rs — or  2)  who  deserve  to  be,  be- 
se  each  has  distinguished  him- 

and  perhaps  has  some  worth- 
le  advice  to  offer, 
fhat  is  so  deceitful  about  Harry 
Al's  on-camera  presentation 
iat,  as  a  result  of  the  utter  famil- 
ty  of  the  format,  the  typical 
ver  is  strongly  inclined  to  be- 
e  that  the  guest  merits  an  ap- 
rance  on  the  show, 
inly  Harry  didn't  earn  the  right 
>e  there;  he  bought  it.  And  Al? 
se  no  mistake  about  it,  he  is 
ry  bit  as  important  to  the  decep- 
i  as  Harry.  The  other  key  reason 
vers  allow  themselves  to  be 
ed  so  easily  into  lowering  their 
rd  is  that  they  think  the  inter- 
ver  has  his  up. 

Jl  this  is  curious  in  a  way.  In  the 
.,  where  independence  and  indi- 
lality  are  so  highly  prized,  we 
all  reluctant  to  admit  that  we 
dependent  on  anyone,  for  any- 
lg.  Yet,  when  we  watch  a  TV 
;  show,  we  are  in  the  habit  of 
ending  on  the  interviewer  to 
z  out  for  our  presumed  inter- 
i — to  point  out  if  anything  is  in- 
mate or  misleading  about  what 
guest  says. 

.1  neatly  subverts  the  process  by 
rely  pretending  to  interrogate 
guest  while  actually  aiding  him 
stantially  in  peddling  his  wares, 
hat  is  it  that  makes  your  eight- 
sette  real  estate  course  [for  only 
5]  so  darned  effective?"  he  may 
,  seemingly  amazed.  "People  I 
:t  on  the  street  tell  me  what  a 
erence  it  has  made  in  their  lives. 
I've  really  helped  them  make 
ney  [or  lose  weight]." 
he  abundance  of  false  advertis- 
we  are  seeing  on  TV,  which  is 
v  usually  wrapped  in  the  guise  of 
ordinary  TV  program  or  guest 
irview,  deceives  people  more 
n  they  care  to  admit.  "I've  made 
re  than  $7  million  from  the  real 
ite  cassettes  I've  sold  on  TV," 
t*s  one  of  the  worst  snake-oil  ped- 
rs.  Moral:  The  old  saw  about 
m't  believe  everything  you 
i,"  needs  to  be  extended  to  the 
:tronic  media.  "Don't  believe  ev- 
thing  you  see  on  TV,"  especially 
en  a  sales  pitch  appears  during  or 
he  end  of  the  program.  ■ 


Go  to  any  brokerage  firm  and  you  will  find  they  all  have  the  #1  trader.  But,  thanks  to  Commodity  Traders 
Consumer  Report  (CTCR),  an  independent  commodity  advisor  tracking  service,  an  investor  can 
find  out  who  is  the  real  #1.  According  to  CTCR,  in  1985,  Peter  Brandt,  editor  of  the  world  renowned 
"Factor  Report,"  was  number  one  in  return  on  margin  capital  (180%),  with  the  least  risk  per  trade 
($252)  and  one  of  the  smallest  equity  drawdowns  ($3,758).  The  number  two  advisor  had  a  1 74%  return 
on  margin  capital,  a  $657  risk  per  trade  and  a  drawdown  of  $31,665  Capital  appreciation  is  a  direct  by- 
product of  capital  preservation  in  which  Peter  Brandt  has  few  equals.  He  has  the  distinguished  reputation  of 
trading  futures  taking  no  greater  risks  than  in  stocks,  while  achieving  one  of  the  best  performance  records 
of  any  speculative  investment  Mr.  Brandt  has  earned  the  majority  of  his  income  from  his  own  trading, 
averaging  over  150%  per  year  for  the  past  five  years. 

For  the  first  time,  Mr  Brandt  will  be  accepting  a  limited  number  of  investors  for  a  managed  account 
program  which  he  will  trade  primarily  like  his  own  account.  His  only  compensation  from  his  clients 
will  be  a  percentage  of  profits.  Find  out  why  we  believe  Mr  Brandt  is  the  real  NUMBER  ONE. 
This  offering  is  expected  to  be  well  received  by  professional  investors  and  traders.  We  urge  you  to  make 
your  inquiries  now,  due  to  the  limited  number  of  openings.  Each  inquiry  will  receive  a  documented 
performance  record  and  disclosure  documents.  In  New  York  call  212-227-5208,  out  of  town  call  1-800-221- 
2917  or  1-800-225-5561,  or  fill  out  the  coupon  and  send  to: 

Vanguard  Brokerage  Corp. 
90  West  Street 
New  York,  New  York  10006 

 Send  me  disclosure  documents  and  track  records. 


Print  Name . 
Address  


State . 


Zip. 


Best  Time  to  Call . 
Best  Time  to  Call . 


City  

Phone: 

Res  (  )  

Bus (  )  

This  advertisement  is  not  an  offer  to  sell  or  invest.  Investments  can  be  made  only  after  reading  disclosure  document  outlining 
all  fees  and  charges.  Past  performance  is  no  guarantee  of  future  returns.  Inquiries  without  phone  numbers  will  not  be 
processed.  Serious  inquiries  only.  No  students  or  brokers. 


The  Rio  Grande  / 
Cutthroat  Trout 
are  biting 
at  Forbes 
Magazine's 
400-square-mile 
Trinchera  Ranch 
in  the  Colorado 
Rockies-and 
you're  invited  to 
try  your  luck. 


j||j,ne  of  the  rarest  sporting 

Ufish  in  the  U.S.,  the  Rio 
Grande  Cutthroat  Trout, 
as  well  as  the  Yellowstone 
Cutthroat,  Rainbow  and  Brook 
Trouts  are  all  native  to  our 
streams  and  waiting  for  dedi- 
cated and  amateur  anglers  to 
hook-up  with  'em  at  the  Forbes 
Trinchera  in  Southern  Colorado. 

For  full  details  on  how  you  can 

spend  a  few  spectacular  days 
(maybe  bring  a  favorite  client?) 
in  this  magnificent  setting,  call: 
Fishing  Manager 

Forbes  Trinchera 

Dani^ll  Fort  Garland,  CO  81133 
rkailLlll     303/379  3263 
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'4.    ]  !  Our  Publications  Are 
Read  In  High  Places 

If  you  're  trying  to  catch  the  eye  of  those 
high-level  influentials,  consider  Air  Group 
One.  Our  readers  are  upscale  even 
before  they  leave  the  ground:  65%  are 
managerial/professionals,  58%  hold 
college  degrees,  and  72.3%  have 
household  incomes  in  excess  of  $60,000.  * 
When  they  fly  the  executii  ye  air  routes, 
our  readers  are  all  yours.  A  captii  >e  audi- 
ence with  time  to  enjoy  the  superior 
all-color  quality  and  original  editorial 
content  of  our  publications — designed 
to  satisfy  their  special  interests. 
Air  Group  One  goes  u  'here your 
preferred  audience  goes.  High-flying 
decision-makers  will  read  your 
messages  in  these  publications. 
Delta  SKY,  AirCal,  PEOPLExpressions 
and  USAir. 

Come  up  and  join  us! 


'MMR85-  $50,000  + 


HMSEi'Pl  BUSHING  CO. 

12955  Biscayne  Boulei  ard 

North  Miami,  Florida  33 181 

For  further  information,  call  Alan  Winter 

Phone  Toll  Free  1-800  523  6809 

In  Florida  (305)893  1520 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ."  Items  from  past  issues  of  Forbes 


926  the  Boston  &  Maine's  coal-burning  locomotive,  gas-electric  car  and  motor 
zh  illustrated  the  three  kinds  of  motive  power  then  in  use  on  the  railroad 


ity  years  ago  in  Forbes 

m  the  issue  of  May  1,  1926) 
n  of  the  largest  observation-club 
i  ever  put  into  railroad  service 
e  just  been  completed  for  the 
them  Pacific  railroad.  Among  the 
Dvations  on  these  cars  are  a  ladies' 
ige  with  full-length  mirror  and 
>sing  table,  a  shower  bath  for  each 
he  sexes,  a  buffet  with  icebox,  re- 
lator and  soda  fountain,  two  con- 
nce,  card  or  smoking  rooms,  a  bar- 
shop,  a  searchlight  over  the  obser- 
on  platform  for  viewing  the 
lery  at  night,  and  an  unusually 
lfortable  club  lounge." 

le  general  price  level  is  now  at  the 

est  of  the  year.  It  is  fully  4% 
>w  a  year  ago  and  9%  below  the 
:.  1  figure.  This  has  had  an  influ- 
e  upon  the  money  market  and 
n  the  wage  trend. 
Dne  notable  healthy  development 
been  marked  curtailment  of  bor- 
ing by  speculators  in  stocks, 
ereas  there  had  been  expansion  ex- 
ding  $1  billion  in  12  months,  more 
n  half  has  since  been  wiped  out." 

■ty  years  ago 

m  the  issue  of  May  1,  1936) 

ie  government  is  absorbing  far  too 
ch  of  available  credit.  Whereas  in 
0  corporations  raised  more  capital 
a  had  been  requisitioned  by  the 
:ral  government,  what  is  the  sta- 
now?  Corporate  capital-raising 
year  totaled  only  $402  million 
inst  $4.2  billion  in  1930.  Mean- 
ile,  banks  had  been  called  upon  to 
:ease  their  holdings  of  U.S.  govern- 
it  securities  from  $4.1  billion  to 
.3  billion,  representing  41%  of 
ir  total  loans  and  investments." 


"Morgan  Stanley  &  Co.,  organized  by 
Morgan  partners  to  conduct  the  un- 
derwriting and  investment  branch  of 
the  House  of  Morgan  when  legislation 
forbade  banks  of  deposit  to  engage  in 
the  security  business,  immediately 
sprang  into  front  rank.  Since  opening 
its  doors  less  than  eight  months  ago, 
it  has  sponsored  the  issuance  of  more 
than  $478  million  in  securities,  a  total 
never  remotely  approached  by  any 
other  newly  created  organization." 

Twenty-five  years  ago 

(From  the  issue  of  May  1,  1961 ) 

"For  a  mercilessly  objective  judgment 
on  any  large  business,  the  executive 
need  look  no  further  than  the  finan- 


WHO'S  BIGGEST? 

No  mailer  how  you  measure  size. 
General  Motors  Corp.  lowers  over 
International  Business  Machines  Corp.' 


Billions  of  Dollars 
15i  


Sales: 


-  S12.7  billion 


Stockholders  Equity: 


Net  Earnings: 


But  when  it  comes  to  market  value, 
IBM  now  has  a  slight  edge  over  GM. 

Total  Market  Value:  |  


'All  figures  as  of  12/31/60  except  market  value 
which  is  as  of  late  April 


By  one  measure,  IBM  led  GM  in  1961 


cial  pages  of  his  newspaper;  there,  ev- 
ery day,  he  will  find  such  judgment 
reflected  in  the  stock  quotations.  For 
they  measure  the  value  that  outside 
opinion — backed  with  hard  cash — 
puts  on  a  company's  management. 

"In  this  sense,  market  capitalization 
is  the  ultimate  measure  of  corporate 
success,  [meaning]  total  market  capi- 
talization (i.e.,  its  price  multiplied  by 
the  number  of  shares  outstanding)." 

"Is  the  continuing  high  volume  of 
trading  in  the  securities  markets  a 
sign  of  a  dangerous  degree  of  public 
speculation?  The  public  certainly  is 
in  the  market  in  larger  numbers  than 
it  has  been  in  recent  years.  .  .  .  Aver- 
age volume  figures  for  the  New  York 
Stock  Exchange  are  the  highest  in  his- 
tory. Daily  average  volume  hit  4.8 
million  shares  during  the  first  three 
months  of  the  year.  Volume  was  con- 
tinuing at  that  rate  in  April.  This  was 
60%  ahead  of  the  1960  trading  rate 
and  about  15%  ahead  of  the  1929  pre- 
vious record." 


Ten  years  ago 

(From  the  issue  of  May  1,  1976) 

"Jack  W.  Biddle,  45,  heads  the  Com- 
puter Industry  Association,  whose 
membership  comprises  a  group  of  36 
small  data  processing  companies.  A 
year  or  so  ago,  Biddle  and  friends  were 
urging  the  government  to  prosecute 
International  Business  Machines  for 
alleged  monopolistic  practices.  Now, 
says  Biddle,  the  industry  group  wants 
to  settle  out  of  court.  .  .  . 

"  'It  has  become  evident,'  Biddle 
says,  'that  the  antitrust  laws  are  un- 
able to  deal  with  a  monopoly  situation 
in  a  complex  and  fast-moving  industry 
like  computers.  It  could  be  1 98 1  before 
the  IBM  case  is  decided,  and  even  long- 
er before  relief  is  implemented.  By 
then  it  will  be  irrelevant.'  " 

"For  the  past  three  years  U.N.  negoti- 
ators have  been  haggling  their  way 
toward  an  international  treaty  to  con- 
trol development  of  the  oceans.  .  .  . 
Progress  has  been  slow.  Without  a 
treaty,  however,  the  oceans  are  a  po- 
litical no-man's-land.  U.S.  Steel  can 
start  mining  royalty-free  in  the  South 
Pacific  today — but  it  has  no  exclusive 
right  to  any  unusually  rich  deposits  it 
may  discover.  And  any  subsequent 
ocean  treaty  could  impose  new  costs 
on  its  operations." 
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An  altruist  is  one  who  would  be 
sincerely  sorry  to  see  his 
neighbor's  children  devoured 
by  wolves. 
H.L.  Mencken 


The  bird  thinks  it  is  an  act  of 
kindness  to  give  the  fish  a  lift 
in  the  air. 

Rabindranath  Tagore 


Be  selfish.  Nothing  else  makes  the 
human  race  predictable. 
John  Ciardi 


We  hear  a  great  deal  about  the  Lord 
loving  cheerful  givers;  we  wonder 
where  He  finds  them. 
Ed  Howe 


The  poor  are  the  only  consistent 
altruists;  they  sell  all  that  they 
have  and  give  to  the  rich. 
Holbrook  Jackson 


What  is  called  liberality  is  often 
merely  the  vanity  of  giving. 
La  Rochefoucauld 


It's  good  to  be  charitable — 

but  to  whom? 

Jean  de  la  Fontaine 


Good  manners  are  made  up  of 

petty  sacrifices. 

Ralph  Waldo  Emerson 


Altruism  is  the  art  of  using  others 
with  the  air  of  loving  them. 
Rene  Dubreuil 


Neighbors  praise  unselfishness 
because  they  profit  by  it. 
Friedrich  Nietzsche 


True  kindness  presupposes  the 
faculty  of  imagining  as  one's  own 
the  suffering  and  joys  of  others. 
Andre  Gide 


Thoughts 

on  the  Business  of  Life 


After  baring  lived  more  than  two- 
thirds  of  a  century,  I  think  1  bare 
learned  something  about  bow  to  live 
happily.  First,  we  must  realize  the 
cardinal  truth  that  No  man  liveth 
unto  himself. '  We  must  realize  that 
It  is  better  to  give  than  to  receive 
We  must  learn  that  to  enjoy  happiness 
we  must  conscientiously  and 
continuously  seek  to  spread 
happiness.  Selfishness  is  suicidal 
to  self-happiness.  Mercenariness 
ultimately  leads  only 
to  miserableness.  Unselfishness 
reaps  soul  satisfaction. 
B.C.  Forbes 


Man  is  certainly  a  benevolent 
animal.  A  never  sees  B  in  distress 
without  thinking  C  ought  to 
relieve  him  directly. 
Sydney  Smith 


How  much  easier  it  is  to  be 
generous  than  just!  Men  are 
sometimes  bountiful  who 
are  not  honest. 
Junius 


Isn't  it  better  to  have  men  being 
ungrateful  than  to  miss  a  chance 
to  do  good? 
Denis  Diderot 


Generosity  gives  assistance, 
rather  than  advice. 
Vauvenargues 


More  than  6.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011  Add  sales  tax  on  orders  m  New 
York  State  and  other  states  where  applicable. 


Human  history  is  the  sad  result  of 
each  one  looking  out  for  himself. 
Julio  Cortazar 


There's  nothing  in  Christianity 
or  Buddhism  that  quite  matches 
the  sympathetic  unselfishness 
of  an  oyster. 
H.H.  Munro 


Grief  can  take  care  of  itself;  but  to 
get  the  full  value  of  a  joy  you  must 
have  somebody  to  divide  it  with. 
Mark  Twain 


The  world  is  beholden  to  generous 
mistakes  for  the  greatest  part  of 
the  good  that  is  done  in  it. 
Lord  Halifax 


A  part  of  kindness  consists 
in  loving  people  more  than 
they  deserve. 
Joseph  Joubert 


Selfishness  is  one  of  the  qualities 
apt  to  inspire  love. 
Nathaniel  Hawthorne 


A  Text . . . 

Let  the  husband  render  unto 
the  wife  due  benevolence: 
and  likewise  also  the  wife 
unto  the  husband. 
I  Corinthians  7:3 


Sent  in  by  Ann  Bissinger,  Nantucket, 
Mass.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders  of 
texts  used. 


Charity:  a  thing  that  begins  at 
home,  and  usually  stays  there. 
Elbert  Hubbard 


When  I  give  a  tip  'tis  not  because  I 
want  to  but  because  I'm  afraid  of 
what  the  waiter'll  think. 
Finley  Peter  Dunne 
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The  Falcon  900 


MAY271983 

Promises  made. 

Three  short  years  ago,  Falcon  Jet 
announced  the  Falcon  900.  With  that  an- 
nouncement came  specifications  and  per- 
formance guarantees— performance 
promises  that  no  other  production  busi- 
ness jet  could  meet. 

SEPTEMBER  21, 1984 

Promises  kept. 

In  the  months  following  its  first  flight,  the 
Falcon  900  embarked  on  an  unprece- 
dented series  of  demonstration  flights. 
What  they  proved  was  clear:  in  an  indus- 
try that  has  been  known  to  promise  more 
than  it  delivers,  Falcon  Jet  had  delivered 
more  than  it  promised. 

MARCH  21,1986 

Promises  certified 

The  FAA  certified  the  Falcon  900,  on 
schedule,  on  March  21  —  under  the  most 
demanding  certification  standards  a  large- 
cabin  business  jet  has  ever  been  asked 
to  meet  (FAR  25,  Amendment  55).  First 
deliveries  of  completed  aircraft  are 
scheduled  for  later  this  year.  But  already, 
the  Falcon  900  has  traveled  farther,  faster 
than  any  new  business  jet  before. 

For  more  information,  or  to  arrange  a 
demonstration  flight,  please  call  Roy 
Bergstrom  at  (201)  393-8056. 


TalconJet 

Teterboro,  New  Jersey  07608 


Forbes 


May  5,  1986 
Volume  137 
Number  10 


106 


The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  196  and  197. 


Companies  

39    Crown  Zellerbach  Corp. 

Is  Jimmy  Goldsmith  more  equal? 

62    Firestone  Tire  &  Rubber  Co. 

The  boss  had  to  lop  off  nearly  half  the  company  in  order 
to  save  it,  but  was  it  the  right  move? 

74    The  Up  &  Comers 

There's  more  to  Chili's  restaurant  chain  than  $4  ham- 
burgers. Also:  Foothill  Group  of  Los  Angeles. 

91    W.R.  Grace  &  Co. 

The  dangers  of  a  sexy-sounding  growth  strategy. 

96   Rainier  Bancorp. 

Imitating  others  is  no  longer  enough. 

98  Imnet 

It's  good  to  be  big  and  rich,  better  to  be  entrenched. 
116    Marshall  Industries 

A  dandy  way  to  play  Japan's  microchip  exports. 

127  Contran  Corp. 

Harold  Simmons  is  no  ruthless  pirate,  but  neither  is  he  a 
shrewd,  high-profit  empire  builder. 

128  K  mart  Corp. 

Attention,  K  mart  investors:  The  payoff  seems  close. 


Government 


54   Tallahassee  Vice? 

Troubles  gather  for  Florida's  comptroller. 

66    Securities  Fraud 

Can  the  states  do  better  than  the  SEC  in  enforcement? 
132    Lost  At  Sea 

The  U.S.  Maritime  Administration's  plunge  into  offshore 
drilling  has  cost  taxpayers  at  least  $600  million. 


Management 


40    Some  IRA! 

Meet  Tom  Spiegel,  America's  highest-paid  boss  in  1985. 


Regions 


68    Mahwah,  N.J. 

Tired  of  reading  what  happened  to  the  little  town  after  its 
factories  shut  down?  Then  try  this  for  a  change. 


International 


41  Japan 

It  will  take  more  than  currency  shifts  and  gestures  of 
cooperation  to  bring  Japanese-U.S.  trade  into  balance. 

103   As  We  See  It: 
Business  International's  John  Haley  And  George  Bader 

International  equity  markets  boom. 

106    Cover  Story:  The  Rising  Stars 

Climbing  stock  markets,  plunging  currencies  and  huge 
trade  deficits  mark  the  end  of  an  old  era.  In  the  future, 
there  will  be  lots  of  new  faces  among  the  players. 


Departments 

Money  &  Investments 

Columnists 

6 

Side  Lines 

33 

What's  Ahead  For 

179 

Ben  Weberman 

8 

Trends 

Business 

180 

Susan  Lee 

14 

Follow-Through 

34 

The  Forbes  Index 

182 

Kenneth  L.  Fisher 

18 

Readers  Say 

167 

The  Forbes/ Wilshire 

184 

Ann  C.  Brown 

25 

Fact  and  Comment 

5000  Review 

188 

Srully  Blotnick 

28 

Other  Comments 

190 

Stanley  W.  Angrist 

31 

Fact  and  Comment  II 

191 

Ashby  Bladen 

199 

Flashbacks 

200 

Thoughts 

4 


FORBES,  MAY  5,  198£ 


U  132 


nvesting 

18    Costly  Chaos 

America's  rush  into  foreign  stocks  is  creating  back-office 
leadaches  on  Wall  Street. 
^8   Utility  Stocks 

rhink  they're  a  refuge  for  the  timid?  Think  again. 
04   Book-Entry  Blues 

t's  10  p.m.  Do  you  know  where  your  securities  are? 
.70    The  Money  Men:  Ed  Thorp  And  Jay  Regan 

'If  you're  so  smart,  why  aren't  you  rich?"  You  don't  ask 
hat  of  these  two — they're  plenty  rich. 

72    Statistical  Spotlight 

\.  company's  debt  ratio  is  important,  but  there  is  some- 
hing  wrong  with  the  way  most  people  compute  it. 

[76   Private  No  Load  Funds 

\n  unusual  fringe  benefit  for  GE  middle  managers. 
l94  Streetwalker 

lyclops  Corp.;  Wyman-Gordon  Co.;  Itel  Corp.;  Xtra 
Zorp.;  Varlen  Corp.;  Enzo  Biochem,  Inc. 


numbers  Game 

\2    Recommended  Reading 

:ive  annual  report  seductions  to  watch  out  for. 


Finance 

176   Hope  For  The  Worst 

jNMA  has  temporarily  stopped  guaranteeing  new  home 
nortgage  pools.  That's  bad  for  buyers,  good  for  investors. 


faces  Behind  the  Figures  

160  John  Bookout,  Shell  Oil  Co. 

160  Charles  Morley,  CGM  Group,  Inc. 

162  Dr.  Martin  Bruetman,  High  Tech  Medical  Park 

162  J.  Bruce  Llewellyn,  Philadelphia 

Coca-Cola  Bottling  Co. 

164  Geoffrey  Taylor,  Midland  Bank 

164  Bill  P 'arsons,  Event  Management 


150 


On  The  Docket 

80    Just  A  Puppet? 

So  you  want  to  outflank  the  union  by  setting  up  a  captive 
"workers'  committee"?  Think  again. 


Taxing  Matters 

83    Fun  And  Games  With  Chicken  Feed 

When  is  a  $1  billion  agri-industrial  complex  a  family 
farm?  When  it  comes  time  to  pay  the  income  taxes. 


Science  &  Technology 

142    Roiling  The  Holy  Waters 

India's  biggest  river  is  an  open  sewer.  Why  can't  India 
clean  it  up?  Also:  Biotechnology  stock  boom. 


Marketing 

134    Threesomes  And  Double  Entendres 

Sex  in  advertising  used  to  mean  a  gorgeous  girl  in  a  tight 
sweater.  Now?  Also:  Cigars;  Elle  magazine. 
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150    jBienvenidos,  Gringos! 

Mexico's  woes  make  tourism  vital. 


Careers 

158    Hang  Tough,  Or  Take  The  Gold  Watch  Early? 

There's  more  to  early  retirement  than  just  numbers. 
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"Beam  me  up,  Scotty" 

That's  the  title  Senior 
Editor  Susan  Lee  told 
me  she  wanted  for  the 
cover  story  she  au- 
thored in  this  issue  on 
the  world's  economic 
future.  For  those  few 
people  who  don't  watch 
television,  the  phrase  is 
from  the  popular  series 
Star  Trek.  Cruising  the 
galaxies  in  the  starship 
Enterprise,  Captain  Kirk 
frequently  has  himself 


Captain  Kirk  of  the  starship  Enterprise 


dematerialized  for  a  frictionlessly  fast  visit  to  various  plane 
Once  there,  if  he  doesn't  like  the  looks  of  the  place,  Kirk  jt 
messages  Mr.  Scott  on  the  Enterprise.  "Beam  me  up,  Scott) 
Down  shoots  a  beam,  up  to  the  ship  zooms  Kirk. 

"Susan,"  I  asked,  perplexed,  "what  the  devil  do  dematerial: 
ing  beams  and  spaceships  have  to  do  with  a  lively  essay  on  t 
economic  future?"  Lee  threw  me  a  pitying  look:  "They've  j 
everything  to  do  with  it.  Economics  is  being  transformed 
instant  communications  and  superfast  transportation,  almc 
like  in  Star  Trek.  Business  won't  be  prowling  the  galaxies  yet,  b 
it  sure  will  be  zapping  around  the  world  for  plants,  par 
markets,  ideas,  staying  where  things  look  good,  leaving  h 
where  things  look  dicey.  'Beam  me  up,  Scotty':  the  perfe 
metaphor  for  business  in  the  near  future." 

I  was  persuaded,  but  our  art  department  had  already  settled  i 
a  different  visual  metaphor  (see  core?-).  Thus,  no  Scotty.  But  L 
was  right  to  fall  back  on  science  fiction  for  expressing  t 
fantastic  changes  happening  in  business  and  economics.  As  y 
will  understand  when  you  read  "The  rising  stars,"  by  Lee  a: 
Tatiana  Pouschine,  starting  on  page  106. 


Thanks  for  scaring  me 

A  letter  recently  received  from  a  reader: 

"Sir:  When  I  was  ready  to  start  buying  gold  a  few  years  ago, 
article  in  Forbes  scared  me  off  just  before  the  market  collapse 
Today,  just  as  I  was  studying  the  glossy  prospectus  of  a  re 
estate  syndication,  Forbes  came  with  its  warning  article  ['B 
where  are  the  customer's  mansions?'  by  Howard  Rudnits! 
with  Laura  Jereski,  Apr.  21  issue].  Thanks  again,  Forbes." 

Edward  M.  Colba 
West  Linn,  Oi 

Forbes  gratefully  accepts  reader  Colbach's  compliment,  o 
pride  cautiously  mixed  with  humility.  If  our  warnings  oft 
bear  fruit,  it  is  not  because  we  can  foresee  the  future.  It 
because  we:  cultivate  a  lively  skepticism  about  anything  t£ 
promises  risk-free  returns;  stay  acutely  aware  that  no  trend  la: 
forever;  constantly  remind  ourselves  that  many  investmer 
touted  as  innovative  are  just  old  scams  in  new  wrapping 
Finally,  we  have  trained  ourselves  over  the  years  to  smell  snak 
oil  salesmen  a  good  way  off. 

Thanks,  reader  Colbach.  We  cannot  predict  the  future,  but  \ 
can  continue  to  draw  lessons  from  the  past. 


Br 

Editor 


fa 
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Canon's  new  AP  300 
akes  corrections  so  easily  buying  anything  else 

would  be  a  mistake. 


rhe  new  Canon  AP  300  electronic  typewriter  has  been  completely  redesigned  to  be 
r,  more  efficient  and  more  productive  than  ever  before. 

For  starters,  it  has  a  IK  correction  memory  and  32-character  display  to  help  eliminate 
s.  Plus  enough  memory  to  store  frequently  used  names,  addresses  or  phrases.  Bi- 
tional  printing  from  memory  for  faster  printouts.  And  a  host  of  time-saving  automatic 
res  like  centering,  bold  print,  indent,  underlining,  decimal  tab  and  line  framing  for  charts, 
^nd  that's  not  all  that's  new  from  Canon.  The 
AP  200,  we  think,  is  the  best  heavy-duty 
ronic  you  can  buy  in  its  price  range, 
your  office  demands  a  bit  more  of 
ewriter,  consider  the  new  AP  350 
a  memory  expandable  to  24K 
ets  you  store  and  revise  more 
12  pages  of  text. 
The  new  AP  300,  200  and 
Three  new  reasons  why 
)n  will  remain  the  fastest 
ing  name  in  office 
writers. 

For  more  information, 
-800-453-1800. 
Itah,  call  800- 
3131.) 

motf 

'ASTEST  GROWING  NAMF? 
FICE  TYPEWRITERS. 

S.A.,  Inc.,  One  Canon  Ptaza,  Lake  Success,  NY  1 1042 
non  U  S  A  ,  Inc 


Trends 


The  gift  of  tongues 

Atypical  Los  Angeles  neighborhood 
may  have  a  Mexican  gardener,  a 
Korean  greengrocer,  a  Pakistani  gaso- 
line station  attendant,  an  Indian  tailor 
and  a  Chinese  liquor  dealer.  The  esti- 
mates of  Asian  residents  in  Los  Ange- 
les run  from  560,000  to  792,000,  and 
the  total  for  Asians  in  California  is 
1.25  million.  The  service  companies 
are  getting  the  message.  Southern 
California  Gas  began  a  Spanish-lan- 
guage service  more  than  ten  years  ago. 
It  has  now  established  a  toll-free  tele- 
phone service  that  can  answer  cus- 
tomers in  Cantonese,  Mandarin,  Ko- 
rean and  Vietnamese. 


Suffer  the  little 
children . . . 

Child  care  centers  in  the  workplace 
look  like  an  idea  whose  time  is 
coming.  "More  and  better  child  care  is 
a  necessity, "  says  John  Ong,  chairman 
and  chief  executive  of  B.F.  Goodrich, 
speaking  for  the  National  Alliance  of 
Business.  Ong's  words  may  signal 
more  than  good  wishes.  They  marked 
the  first  time  a  high-powered  body 
like  NAB  had  made  such  a  commit- 
ment. He  added,  "We  are  not  at  this 
point  prescribers  of  specific  reme- 


Edited  by  John  A.  Conway 

dies,"  but  the  move  was  considered 
"remarkable"  by  Dana  Friedman, 
head  of  research  on  work  and  family 
issues  for  the  Conference  Board.  Ong 
pointed  out  that  two-thirds  of  new 
jobs  now  go  to  women,  more  than  half 
with  children.  Yet  only  about  2,000  of 
6  million  U.S.  companies  provide  day 
care  centers  (although  some,  like  Po- 
laroid and  Campbell  Soup,  have  done 
it  for  years).  San  Francisco  now  re- 
quires downtown  developers  to  pro- 
vide space  for  such  centers  or  pay  $1  a 
square  foot  to  build  them  elsewhere. 
Sandra  Porter,  executive  director  of 
the  National  Commission  on  Work- 
ing Women,  also  notes  new  senti- 
ment for  the  child  care  idea  among 
businessmen.  But  she  appreciates  the 
NAB's  caution.  "The  reason  they're 
vague,"  she  says,  "is  that  anything 
that  helps  will  cost  money." 


Strictly  confidential 

With  the  computer  came  the  elec- 
tronic eavesdropper  and,  belated- 
ly, security  systems.  First  came 
screening  devices  to  thwart  unautho- 
rized callers.  Stealing  data  sent  over 
telephone  wires  is  a  special  problem. 
The  government  requires  security 
coding  devices  for  all  phone  transac- 
tions with  the  Treasury  and  Defense 
departments,  among  others.  In  the 


late  1970s  Washington  adopted  tl 
Data  Encryption  Standard  (developi 
by  IBM),  an  algorithm  that  codes  me 
sages  by  keys  with  72  quadrillion  pc 
sible  combinations  that  can 
changed  randomly  for  each  messaj 
Now  Uncle  Sam  is  replacing  Dl 
with  a  black-box  system  that  cod 
not  only  text  but  also  voice  and  vide 
says  George  Gleason,  a  communic 
tions  consultant  in  Berkeley,  Cal 
Reportedly,  AT&T  and  Xerox  alreai 
have  black-box-based  products.  B 
the  market  for  DES  is  far  from  dea 
DES  encryptors  sold  by  compani 
like  Analytics  Communications  S) 
terns  in  Reston,  Va.  and  San  Diege 
M/A-Com  Telecommunications  cc 
$1,000  to  $18,000  for  a  single  tern 
nal.  Now  low-cost  types  are  out.  Ph 
adelphia-based  Tact  Technology  h 
one  it  says  will  fit  PCs  for  $500,  mai 
frame  terminals  for  up  to  $750  ai 
mainframes  for  $1,200.  The  trie 
new  chips  to  encode  messages  as  fs 
as  they  are  written.  San  Francisa 
Digital  Pathways  also  has  $500  D: 
boards. 


Welcome  to  our 
(rocky)  shores 

Though  82,000  foreign  executiv 
come  to  the  U.S.  each  year  1 
long-term  or  permanent  assignmen 
few  know  what  they  are  getting  ini 
and  many  can't  adjust.  One  fail 
transfer  can  cost  $50,000  to  $250,0C 
not  including  the  years  of  trainin 
bad  feelings  and  potential  loss  of  ma 
agerial  talent.  So  big  multinatiom 
have  ponied  up  $200,000  for  two  ne 
films,  Working  in  the  U.S.A.  and  Living 
the  U.S.A.,  produced  by  Copelai 
Griggs  Productions  in  San  Francisc 
Executives  like  Intel's  president,  A 
drew  Grove,  a  native  Hungarian,  as 
foreign  trainees  act  out  such  them 
as  the  importance  of  learning  Engli 
and  the  goal-oriented  style  of  U 
business  meetings.  "It's  a  very  bris 
bottom-line  society,  straight  to  t 
point,"  a  Malaysian  Motorola  exec 
tive  tells  the  audience.  The  U.S.,  t 
films  note,  has  a  strong  work  ett 
and  no  lifetime  employment,  so  le 
security  than  elsewhere.  (They  al 
cover  the  nitty-gritty:  where  to  lijj 
how  to  get  credit  cards,  etc.)  Sponsc 
include  American  Cyanamid,  Digil 
Equipment,  General  Electric,  Johns< 
&.  Johnson  and  Siemens.  Prints, 


Ruben  Knowles  Black  Star 


The  Campbell  Soup  kids 

The  top  business  brass  are  getting  involved. 
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Pan  Am's  South  America. 
More 747&T6  More  Gties. 

/ith  New  Nonstop  747 ServiceTb  Buenos  Aires  And  Santiago. 

Pan  Am  now  flies  only  747's  from  New  York  and  Miami 
Rio,  Buenos  Aires,  Sao  Paulo,  Santiago,  Caracas  and 
>ntevideo.  That's  more  747  service  than  any  other  airline. 

And  starting  May  31st,  we're  increasing  our  747  service 
th  new  nonstops  from  New  York  to  Buenos  Aires.  Plus  on 
le  5th,  we'll  be  introducing  nonstop  747 
vice  from  Los  Angeles  to  Santiago. 

In  addition,  each  one  of  our  747's 
ers  three  classes  of  service.  Including 
st  Class,  with  its  luxurious 
?eperettes  Seats  and  superior 
nfort.  And  Clipper®  Class, 
» only  Business  Class  to 
uth  America  that  offers  the 
ra  room  and  privacy  of 
-across  seating. 

Pan  Am  to  South 
nerica.  More  747 
vice  from  the  airline 
it  gives  you  more. 

For  reservations 
information  call 
ur  Travel  Agent, 
rporate  Travel 
partment 
ran  Am  at 
00-221-1111. 


Pan  Am  lb  South  America. 
You  Can't  Beat  The  Experienced 

Schedules  subject  to  change  without  notice. 


A  video  gamester  at  play 
A  game  with  a  purpose 


hiK'k  O  Rt-ar  Ucxxifin  Omp 


$700  apiece,  have  been  sold  to  100 
other  companies.  Earlier,  Copeland 
Griggs  had  produced  well-received 
films  for  Americans  heading  overseas. 


A  screening  a  day . . . 

Hospital  costs  have  gone  so  high 
that  a  good  many  companies — in 
total  they  employ  an  estimated  20 
million — now  require  preadmission 
health  reviews,  according  to  Edwin 
Freedman,  vice  president  of  the  em- 
ployee benefit  division  of  Alexander 
&  Alexander,  the  insurance  brokers. 
Within  two  years,  he  predicts,  over  a 
third  of  all  companies  with  group 
health  plans  will  require  such  screen- 
ing. The  average  employer,  he  says, 
can  save  4%  to  6%  of  paid  health 
insurance  claims  this  way.  "Employ- 
ers are  becoming  savvy  and  efficient 
health  care  consumers,"  he  says.  "By 
requiring  preadmission  reviews,  they 
can  control  health  care  costs  without 
passing  them  on  to  their  employees." 

Prescreening  is  too  new  to  have  had 
many  legal  problems  yet,  but  compa- 
nies using  it  (such  as  Metropolitan 
Life,  Cigna  and  Aetna)  are  prepared  for 
suits  from  someone  whose  treat- 
ments are  denied,  Freedman  says. 
"But  99.5%  of  the  time,  it  will  be 
worked  out,"  he  adds,  presumably 
with  fingers  crossed. 


The  Pac  Man  test 

Early  detection  is  a  key  to  treating 
high  blood  pressure  (which  now 
affects  53  million  Americans),  and 
now  there  is  a  new  technique  to  spot 
it  in  children.  A  study  of  200  Balti- 
more ninth-  and  tenth-grade  boys  and 
girls  before,  during  and  after  playing 


videogames  found  that  those  with 
higher  blood  pressure  were  more  like- 
ly to  have  parents  with  the  same  dis- 
order. That's  important  because  chil- 
dren of  parents  with  hypertension  are 
more  likely  to  develop  it  later  in  life. 
Why  videogames?  "If  a  person  has  a 
greater  risk  of  developing  hyperten- 
sion, his  blood  pressure  may  increase 
even  more  when  he  is  under  emotion- 
al stress,  such  as  while  playing  a  vi- 
deogame," says  Craig  Ewart,  who  di- 
rected the  study  at  the  Johns  Hopkins 
School  of  Public  Health  in  Baltimore. 
Children  at  risk  could  .then  watch 
their  weight  and  diet,  he  says — which 
could  reduce  their  chances  of  having 
strokes,  heart  attacks  and  heart  dis- 
ease later. 


Look,  Ma,  no  hands 

Electronics,  already  integrated  into 
everything  from  dishwashers  and 
refrigerators  to  toys,  is  taking  over  the 
automobile.  Electronic  components 
already  account  for  more  than  $3.5 
billion  of  the  $140  billion  U.S.  retail 
auto  market,  and  will  reach  $12  bil- 
lion by  1990,  says  Robert  Mazzola, 
head  of  product  planning  for  TRW's 
transportation  electronics  group.  At 
first,  electronic  parts  were  mostly  for 
gadgets  like  clocks,  trip  computers, 
etc.  The  newer  ones  will  be  more 
meaningful,  he  says — operating  seat 
belts,  steering,  acceleration  and 
brakes.  A  $l,000-plus  antiskid  brake 
device  is  already  available  on  top-line 
General  Motors  and  Ford  cars  and  will 
eventually  be  on  most  models.  Other 
devices  will  control  suspension,  diag- 
nose and  fix  startup  problems,  moni- 
tor and  recall  periodic  engine  trouble, 
and  control  emissions.  The  electronic 
parts  market  for  driver  information, 


vehicle  controls  and  passive  restraint 
will  each  grow  by  30%  a  year  fror 
now  until  1990,  Mazzola  says,  and  fc 
power  trains,  by  15%  a  year.  Electror 
ics  will  be  one  of  the  biggest  growt 
factors  in  the  auto  industry  in  th 
next  decade,  says  a  University  c 
Michigan  study,  and  by  1990  could  h 
a  $20  billion  market  worldwide. 


The  taping  craze 

In  the  last  three  years  American 
bought  nearly  24  million  videocai 
sette  recorders — nearly  12  millio 
last  year  alone.  A  new  survey  c 
10,000  households  sponsored  by  th 
Electronic  Industries  Association  i 
Washington,  D.C.  shows  the  trend  i 
likely  to  continue,  partly  because  th 
average  price  of  a  VCR  dropped  froi 
$728  in  1981  to  $420  last  year.  Out  ( 
7,525  respondents,  35%  have  at  leas 
one  VCR,  and  more  than  a  third  ( 
those  said  they  were  likely  to  bu 
another  VCR  or  camcorder  in  the  ne? 
year.  Of  nonowners,  41%  said  the 
were  either  "very"  or  "somewhat 
likely  to  buy  one  in  the  next  1 
months.  Homes  with  VCRs  use  ther 
an  average  of  six  hours  a  week  fc 
recording  and  nine  hours  for  viewin] 
Only  1%  do  not  use  their  machine 
the  survey  says,  and  95%  would  r< 
place  them  if  they  were  to  fail  beyon 
repair.  The  key  users,  in  49%  of  th 
homes,  are  men,  followed  by  wome 
(37% ),  sons  ( 13% )  and  daughters  (8% 


Chicago's  "Yuppie  tax" 

Revenue-hungry  cities  may  have  t 
forget  taxing  the  burgeonin 
health  clubs.  Chicago  tried  levyirj 
2%  on  club  memberships  last  yea 
but  Cook  County  Circuit  Court  Judg 
George  Higgins  has  struck  it  dowi 
calling  it  an  illegal  occupation  ta: 
Known  in  the  Windy  City  as  th 
"Yuppie  tax,"  it  was  approved  in  D< 
cember  when  the  Chicago  city  counc 
decided  health  clubs  were  subject  t 
the  city's  amusement  tax.  Since  Jam 
ary'it  has  been  held  in  an  escrow  a( 
count  that  would  have  put  about  $ 
million  a  year  into  the  city's  coffer: 
The  city's  counsel  argues  that  healt 
clubs  are  amusements  similiar  to  pre 
fessional  sports,  carnivals,  amuse 
ment  parks,  bowling  and  movies,  all  c 
which  the  city  already  taxes.  Chicag 
will  probably  appeal  the  order,  sine 
other  cities  and  states  tax  amusf 
ments — and  some,  such  as  Wisconsii 
Texas  and  Tennessee,  have  stretche 
them  to  include  health  clubs. 
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In  1987,  the  first  of  two  Hughes-built  satellites  will 
be  launched  into  geosynchronous  orbit,  supplying  the 
islands  of  Japan  with  a  high-quality,  low-cost  domes- 
tic satellite  system.  For  the  first  time,  64  high-powered 
satellite  transponders  will  be  available  for  the 
Japanese  video  and  telecommunications  industry. 
Hughes  Communications  is  providing  technical 
and  marketing  know-how  to  help  Japan  build  a 
commercial  satellite  communications  industry 

virtually  from  scratch. 

To  accomplish  this,  Hughes  has  entered 
into  a  landmark  commercial  agreement, 
a  unique  partnership  called  the  Japan 
Communications  Satellite  Company.  The 
partnership  is  a  joint  venture  of  Hughes 
Communications  and  two  highly  respected 
Japanese  firms-C.  Itoh  and  Mitsui- 
and  it  represents  a  breakthrough  in 
trade  relations  as  well  as  in  communications. 

For  the  first  time  ever,  the  Japanese  tele- 
communications business  has  been  opened 
to  outside  participation  in  ownership,  a 
sharp  reversal  in  Japanese  government 
policy.  What's  more,  Japan  is  actually 
importing  American  equipment,  as 
well  as  utilizing  American  experience 
in  developing  new  telecommunications 
markets  which  have  not  previously 
existed  in  Japan. 

Hughes  Communications'  operations  in 
Japan  are  proving  successful  because  of 
our  ability  to  provide  both  state-of-the-art 
technology  and  the  imagination  necessary 
to  make  that  technology  a  reality.  That  kind 
of  ability  is  why  customers  as  diverse  as  the 
U.S.  Navy,  IBM,  and  MCI  come  to  us  for 
their  satellite  communications. 

Innovation,  reliability,  proven  expertise. 

Hughes  Communications.  People 
with  extraordinary  requirements  come 
to  us  for  extraordinary  solutions. 

WE  MAKE  IDEAS  HAPPEN. 


HUGHES 

COMMUNICATIONS 


HUGHES 

AIRCRAFT  COMPANY 


HUGHES  COMMUNICATIONS,  INC. 

a  subsidiary 


For  lurther  information  write  PO  Box  92424.  Los  Angeles,  CA  90009  ©  1985  Hughes  Communications 


Whatever  your  cup 


Rose  Hip  Tea 
Copenhagen,  Denmark 


Black  Sea  Tea 
Istanbul,  Turkey 


Earl  Grey 
London,  England 


[0m  K 


Tea  Cider 


Stuttgart,  West  Germany 


Green  Tea 
Osaka,  Japan 


Camomile  Tea 
Paris,  France 


a,wellflyyoutoit. 

  ©  1986  British  Airways 


Darjeeling  Tea  Eyelashes  of  the  Swan  Tea 

New  Delhi,  India  Singapore 


We  fly  to  148  cities  in  71  countries  on  six  continents. 

And  while  preferences  in  tea  may  change  from 
destination  to  destination,  the  preference  in  airlines 
seems  to  be  universal. 

It's  certain  that  travelers  prefer  British  Airways, 
because  we  fly  more  people  to  more  places  than 
any  other  airline. 

BRITISH  AIRWAYS 

The  worlds  favourite  airline.® 


Pearl  Tea 
Beijing,  China 


Follow-Through 


World's  most 
comfortable  suit- 
anywhere! 

Life  puts  you  over  the  hurdles  every 
day.  Grab  a  little  comfort  with  the 
world's  most  comfortable  suit— the 

Sansabelt  Suit."  It's  the  only  suit  with 
the  famous  patented  waistband. 

You  get  legendary  comfort  plus  fine 
tailoring  and  rich  fabrics. 

SANS*  BEIT' 

-  - '  ,  t  ruby;  imc. 

Michigan  City.  Indiana       ©  1986 


The  bitter  pill 

Two  years  ago  a  potent  new  anti- 
dote against  hostile  takeovers  was 
developed  by  lawyer  Martin  Lipton  of 
New  York  City's  Wachtell,  Lipton, 
Rosen  &.  Katz.  Adopted  by  Household 
International,  the  finance  company,  it 
stymied  a  bid  from  the  leveraged 
buyout  firm  of  Dyson-Kissner-Moran. 
Lipton's  flip-over  plan  gave  common 
shareholders  the  right  to  buy  shares  in 
the  acquiring  company  at  half  of  mar- 
ket value.  It  was  so  lethal  that  former 
Household  director  (and  would-be  ac- 
quirer) John  Moran  sued,  charging 
that  it  would  add  $6  billion  to  the  cost 
of  buying  the  company  (Trends,  Sept. 
24,  1984). 

Moran  lost  his  case  in  the  Delaware 
Supreme  Court  last  November.  Since 
then  nearly  100  companies  have 
rushed  to  adopt  similar  shark  repel- 
lents, says  the  Investor  Responsibility 
Research  Center,  a  Washington,  D.C. 
research  group.  It  predicts  that  poison 
pill  amendments  could  become  as 
popular  as  "fair  price"  provisions  now 
in  effect  at  35%  of  public  companies. 
(These  require  anyone  who  buys  part 
of  a  company  to  bid  for  the  whole  firm 
at  the  same  price.)  Companies  have 
also  used  "back-end"  plans,  as  did 
Phillips  Petroleum.  These  let  target 
shareholders  exchange  shares  for  debt 
in  the  company,  overloading  the 
shark  with  debt.  Less  popular  are  "su- 
pervoting"  plans,  like  one  used  by 
Richardson- Vicks  (later  taken  over  by 
Procter  &  Gamble),  which  give  com- 
mon shareholders,  say,  50  votes  per 
share  when  a  shark  bites  more  than 
20%  of  its  target. 

Now  concerns  about  shareholder 
rights  are  growing.  True,  shareholders 
must  approve  the  issue  of  authorized 
common  or  preferred  shares,  the  basic 
ingredient  in  all  the  poison  pills.  That 
done,  however,  management  needs  no 
approval  to  use  them.  Advocates  in- 
sist that  poison  pills  strengthen  man- 
agement's hand  to  negotiate  a  higher 
price.  Opponents  argue  they  keep  bid- 
ders at  bay,  to  the  detriment  of  the 
shareholder.  The  Securities  &  Ex- 
change Commission  reported  in 
March  that  the  stock  prices  of  20 
companies  installing  such  plans 
dropped  an  average  of  2.4%  in  the  two 
days  following  the  announcement. 

The  prevalence  of  poison  pills  could 
presage  strategic  changes  in  battles 
for  corporate  control,  since  the  only 
effective  antidote  is  a  proxy  contest. 


Take  Sea-Land.  Harold  Simmons,  tb 
Texas  takeover  artist,  bought  )ust  un 
der  40%  and  was  stopped  cold  by  th 
pill  tactic.  But  the  threat  of  a  prox 
contest  will  likely  land  him  and  twi 
others  on  Sea-Land's  board. 


The  tax  heard 
'round  the  world 

Unitary  taxation  hardly  sound 
like  a  war  cry,  yet  it  has  some  U.S 
allies  up  in  arms.  This  is  the  formul 
that  lets  a  state  tax  a  corporation  nc 
just  on  the  business  done  within  it 
borders  but  on  the  basis  of  its  entir 
operation,  nationwide  and  worldwid< 
The  idea  has  been  around  for  mor 
than  half  a  century,  but  in  1983  th 
U.S.  Supreme  Court  gave  it  its  bless 
ing.  Already  a  dozen  states  were  usin 
it,  notably  California.  Two  years  age 
as  one  way  to  quiet  a  growing  clamc 
of  protest,  President  Reagan  used 
standard  placebo,  a  White  Hous 
study  commission. 

By  then  the  protests  had  becom 
international.  In  1984  three  Japanes 
companies  chose  to  put  plants  in  On 
gon  because  California  insisted  on  it 
worldwide  unitary  tax  formula.  Foi 
eign  multinationals  joined  th 
chorus,  and  British  Prime  Ministc 
Margaret  Thatcher  threatened  retails 
tion,  along  with  the  Japanese  and  U.! 
multinationals,  particularly  big  oi 
which  has  much  of  its  business  ovei 
seas  (Forbes,  Jan.  30,  1984). 

By  last  year  the  protesters  had  b( 
gun  acting.  The  British  Parliamer 
enacted  legislation  denying  tax  crec 
its  on  dividends  earned  by  British  a 
filiates  of  U.S.  companies.  The  Dutc 
refused  to  ratify  their  trade  agreemer 
with  the  U.S. 

Late  last  year  the  President  finall 
proposed  legislation  to  eliminate  th 
worldwide  application  of  state  taxei 
States  could  still  tax  profits  generate 
anywhere  in  the  U.S.  (the  "water 
edge"  formula),  but  not  overseas.  Th 
White  House  plan  also  would  curb  th 
states'  power  to  tax  dividends  fror 
overseas  subsidiaries.  Companies  lik 
B.A.T  Industries  and  Barclays  Banl 
all  with  extensive  operations  in  th 
U.S.,  rallied  to  the  cause. 

Congress,  after  some  foot-dragginj 
has  now  scheduled  hearings  on  th 
legislation.  The  Senate  Subcommii 
tee  on  Taxation  &  Debt  Managemen 
(part  of  Oregon  Republican  Bob  Pad 
wood's  powerful  Finance  Committe< 
will  hold  hearings  on  unitary  taxes  i 
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^  We  can't  name  everyone 

who  owns  an  ESCORT, 
but  we  can  tell  you  why  they  do. 


■■■■■■■ 


;  radar  is  a  problem,  that's  why.  And 
s  the  one  detector  they  trust.  Over  a 
lotorists  now  concentrate  on  their 
id  leave  the  radar  worries  to  ESCORT. 

Unsolicited  Testimonial 

est  of  all  competing  brands,  the  experts 
nd  Driver  magazine  concluded  that 
Is  clearly  the  leader  in  the  field  In 
stonier  service  and  performance..." 

ces  are  pretty  good  you  know  someone 
i  an  ESCORT.  We've  been  around  since 
lich  is  an  eternity  in  this  business, 
tand  on  our  reputation.  Ask  around. 

Check  Our  References 

I  bet  the  first  thing  our  customers 
'ou  is  that  ESCORT  works.  It  finds 
of  radar:  X  band,  K  band,  over  hills, 
rves,  moving  mode,  instant-on  ambush. 

the  trap,  ESCORT  finds  it.  And  this 
e  detection  is  followed  up  with  a  full 

the  radar's  strength.  You  can  read 
1  on  the  analog  meter.  You  can  hear 
t  on  the  audio  warning,  pulsing  slowly 
radar  is  weak,  quicker  as  it  strengthens, 
stant  as  you  aporoach  range. 
)RT  even  uses  a  separate  warning  tone 
vo  radar  frequencies,  "beep"  for  X 
ap"  for  K  band.  The  two  radars  behave 
/.  Trust  ESCORT  to  keep  you  informed. 

No  False  Moves 

second  thing  our  customers  will  tell 
t  ESCORT  doesn't  cry  wolf.  Our  special 
(STatistical  Operations  Processor) 
cognizes  and  rejects  the  most  common 
f  false  alarms,  the  ones  that  set  off 
listicated  detectors  up  to  a  mile  away. 

A  Dutch  Uncle 

:hird  thing  our  customers  will  tell  you 
!  make  shopping  easy.  We  sell  direct 
factory  only.  Just  dial  toll  free.  No 
lays.  No  parking  hassles.  No  waiting 
isman.  Why  wait  for  him  anyway?  He 
lerstand  how  radar  works,  so  he  can't 
:h  help  with  your  problem, 
sales  staff  are  trained  radar  experts, 
't  sell  cameras  and  calculators  too. 


Dick  Guldstrand 
Don  Swavely 
Bobby  Rahal 
Anatoly  Aiutunof 
Rocky  Aoki 
David  Hobbs 
Skip  Barber 
Yoshizo  Shimano 
Lyn  St.  James 
Chris  Mather 
John  Buffum 
Grayden  Obenour 
Michael  Kranefuss 

Bob  Sinclair 
Hurley  Haywood 
Scott  Hughes 
Bill  Mitchell 
Reeves  Callaway 
Jon  Lowe 
Jim  Fuller 
Robert  Redford 
Bob  Sharp 
Bill  Scott 
Ron  Forth 
Vasek  Polak,  Jr. 
Dave  Wible 
Jerry  Wolf 
Larry  Shinoda 
Jerry  Galvin 
Paul  Naberhaus 
Jim  Trueman 
William  Hopkins 
Don  Knowles 


Just  radar  detectors.  They  know  the  problems 
you  face.  And  they're  only  a  toll-free  call  away. 

Our  sales  people  won't  give  you  the  run- 
around  if  you  ever  need  service  after  the  sale 
either.  They're  here  til!  11:00  p.m.  on  weekdays 
and  5:30  on  Saturday.  Just  call  the  same  toll- 
free  number. 

Join  the  Club 

It's  easy  to  try  ESCORT.  Dial  800-543-1608. 
Delivery  is  as  quick  as  UPS  and  we  pay  for 
shipping.  If  that's  not  fast  enough,  Federal 
Express  guarantees  48-hour  delivery  for  only 
$6.00  extra. 

Take  the  first  30  days  as  a  test.  If  you're 
not  completely  satisfied  in  that  time,  we'll  re- 
fund your  purchase  and  your  return  shipping. 
There  are  no  hidden  charges.  We  also  back 
ESCORT  with  a  one-year  limited  warranty  on 
parts  and  labor. 

Let  ESCORT  solve  your  radar  problem. 
Judging  by  the  owners  we  can  mention,  you'll  be 
in  good  company. 

Try  ESCORT  At  No  Risk 

ESCORT  $245  (Ohio  res.  add  $13.48  tax) 

Slightly  higher  in  Canada 

TOLL  FREE  800-543-1608 


By  mail  send  to  address  below.  Credit 
cards,  money  orders,  bank  checks,  cer- 
tified checks,  wire  transfers  processed 
immediately.  Personal  or  company 
checks  require  18  days. 

ESCORT 

RADAR  WARNING  RECEIVER 


Cincinnati  Microwave 
Department  0105 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 

©  1986  Cincinnati  Microwave,  Inc. 


Achievement 
has  its  own  rewards. 

The  Oorum  Gold  Coin  Watch.  $20.  American  gold  piece.  Quartz.  Swiss  hand-crat'ted. 
For  brochure  send  $2  to  Corum,  Dept.  FB,  6,ri()  Fifth  Ave.,  NY,  NY  10019 


10.46 


% 


VAN  KAMPEN  MERRITT 
U.S.  GOVERNMENT  FUND 


Plus  the  safety  of  U.S.  government 
and  agency  securities,  monthly  dis- 
tributions, distribution  reinvestment 
at  no  charge,  and  low  investment 
minimums.  Plus  an  exceptional  fea- 
ture concerning  quality. 

Both  the  current  return  and  the  net 
asset  value  will  fluctuate  as  market 
conditions  change.  $16.42  and  $14.77 
were  the  net  asset  values  on  3/14/86 
and  3/14/85. 

Call  1-800-DIAL-VKM,  Ext.  2013. 
TOLL  FREE.  We'll  rush  a  prospectus 
which  includes  information  about 
charges  and  expenses.  Read  it  care- 
fully before  you  invest  or  send 
money.  Call  today,  day  or  night. 

Suitable  for  IRAs. 


'Current  return  is  determined  by  annualizing  the  distributions  paid  per  share  for  the  1  month 
nding  March  14,  1986  and  dividing  the  result  by  the  average  maximum  public  offering 
price  for  the  same  period.  ®  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


mid-May;  Democrat  Dan  Rosti 
kowski's  Ways  &  Means  Commitl 
will  likely  take  them  up  in  the  Hou 

Meanwhile,  the  states  have  be 
taking  steps  to  ease  the  situati< 
which  was  probably  what  the  Wh 
House  was  hoping  they  would  do 
the  first  place.  Only  five — Califom 
Montana,  New  Hampshire,  Alas 
and  North  Dakota — now  use  1 
worldwide  formula,  and  two,  N 
Hampshire  and  North  Dakota,  , 
considering  changes.  (Secretary 
State  George  Shultz  has  warned 
five  that  the  Administration  oppo 
the  worldwide  application.) 

Oregon  and  Florida  repealed  th 


British  Prime  Minister  Thatcher 
Do  unto  others  .  .  . 


world  unitary  taxes  in  1984.  The  sa 
year  a  Massachusetts  court  ruled  tl 
the  state  had  no  authority  to  tax  c 
porations  on  a  worldwide  basis.  L 
year  Colorado  and  Indiana  shifted 
the  water's  edge  formula.  Idaho  i 
Utah  did  the  same  this  April. 

The  matter  is  also  moving  in  I 
federal  courts.  Canada's  Alcan  A 
minium  Ltd.  has  charged  that  Calif 
nia's  unitary  tax  law  violates  the  G 
stitution  by  causing  multiple  t 
ation,  burdening  foreign  comme 
and  preventing  the  U.S.  from  spe 
ing  with  one  voice  overseas.  Cana 
the  U.K.,  the  European  Econor 
Community,  Japan  and  Austn 
have  all  filed  friend-of-the-court  bri 
in  support  of  Alcan,  as  has  the  L 
Department  of  Justice.  Alcan's  att 
ney,  Lawrence  Salibra  of  Clevela 
Ohio,  says  there  could  be  a  decisi 
within  a  few  months. 

The  key  to  the  controversy  is  s 
California.  Previous  efforts  to  char 
the  tax  there  died  in  Sacramento.  ] 
publican  Governor  George  Deukr 
jian,  up  for  reelection  and  understai 
ably  unwilling  to  give  up  $830  milli 
in  state  revenues,  is  standing  pat. 
the  foes  of  unitary  taxation  are  soui 
ing  their  battle  cries  on  Capitol  r 
and  in  the  courts. 
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Chrysler  introduces 
the  New 
Chrysler  Capital  Corporation. 


The  financial  expertise 
and  creativity 
behind  the  Chrysler  miracle 
are  now  ready  to  work 

for  you. 


Chrysler  Capital  is  the  most  dynamic  new  force  in 
jss  financing. 

We're  on  the  team  that  put  together  the  financial 

am  behind  the  Chrysler  miracle,  the  greatest 

round  in  modern  business  history. 

But  miracles  don't  just  happen.  They  take  hard 

and  ingenuity.  And  they  take  money. 

\s  part  of  Chrysler  Financial  Corporation,  we're 

ig  out  with  nearly  $16  billion  behind  us.  This 

us  the  resources  and  flexibility  to  create  the  major 

ative  solutions  to  your  complex  financial  needs 

repetitive  costs. 


Our  experienced  professionals  are  specialists  in 
everything  from  equipment  leasing  to  diversified 
financing  programs.  That  includes  leveraged  leasing, 
capital  loans,  receivables  financing  and  lending  against 
commercial  properties.  We  will  even  manage  and  fund 
your  leveraged  buyouts.  And  we  can  do  it  all  quickly, 
competitively  and  completely. 

To  find  out  how  our  financial  expertise  and  cre- 
ativity can  work  for  your  business,  write  to  Mr.  Allen 
Duff,  Vice  President,  Chrysler  Capital  Corporation, 
Greenwich  Office  Park  1,  Greenwich,  CT  06836.  Or 
call  an  account  representative  at  1-800-821-7700. 


Chrysler  Capital  Corporation 

The  new  major  force  in  diversified 
financial  services  to  business 


Readers  Say 


THE  KNICKERBOCKER 
CHICAGO  j- 


A  proud  history  repeats  itself. 

During  the  1920s, The  Knickerbocker 
Hotel  proudly  began  a  history  of  taste  and 
elegance  on  Chicago's  Gold  Coast. 

.Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  this  tradition  of 
grace  and  charm.  Come  visit  The 
Knickerbocker. ..as  we  carry  on  our 
proud  history. 

At  the  Top  of  the  Magnificent  Mile. 
Walton  Plate  at  North  Michigan  Avenue 
(800)  621-8140.  (312)  751-8100 

IferERRfpHbTELS' 


Loaded  question 

Sir:  Forbes — the  magazine  that  pro- 
motes the  purchase  of  no-load,  no- 
sales-charge  mutual  funds. 

Why  is  it  you  charge  $3.50  on  the 
newsstand  for  the  magazine  your  ad- 
vertisers pay  millions  to  be  in?  Why 
aren't  you  no-load? 
— Mark  Generates 
Vice  President, 

Regional  Mutual  FundlErisa 

Director  I  Pacific  South 
E.F.  Hutton 
Mission  Viejo,  Calif. 

We  make  much  more  loaded — and 
there's  no  alternative  - — MSF 


Priceless  move 

Sir:  General  Motors  Corp.  said  it 
would  raise  suggested  retail  prices  of 
an  "average-equipped  1986  model"  by 
an  average  2.9%,  effective  with  fac- 
tory shipments  Apr.  14. 

While  General  Motors  announces 
these  price  increases,  the  value  of  the 
dollar  changes  in  respect  to  the  Japa- 
nese yen — causing  an  essential  price 
increase  of  Japanese-made  cars.  Why 
doesn't  GM  hold  its  prices  down  and 
take  advantage  of  the  opportunity  to 
recover  a  segment  of  the  market  lost 
recently  to  the  Japanese  and  other  for- 
eign carmakers? 
— Archie  Carroll 
San  Diego,  Calif. 


Whose  fault? 

Sir:  You  take  the  view  that  litigation 
is  the  culprit  of  the  alleged  "liability 
crisis"  (Mar.  10,  Mar.  24,  Apr.  7).  The 
insurance  carriers  that  have  gone  out 
of  business  have  done  so  only  because 
of  mismanagement  or  greed  in  trying 
to  increase  their  market  share  by  writ- 
ing coverage  at  below  manual  rates 
just  for  the  sake  of  obtaining  premium 
dollars.  The  insurance  industry's  as- 
sets increased  a  total  of  $15.6  billion 
from  1983  to  1984.  If  indeed  there  was 
a  net  loss,  then  how  do  they  account 
for  this  increase?  Insurance  carriers 
paid  about  2%  of  their  total  profit  for 
federal  income  taxes  from  1974 
through  1983. 
— C.  Frederick  MacDowell 
Decatur,  Ga. 

Sir:  It  is  those  of  us  who  must  pay  for 
goods  and  services  who  must  foot  the 


bill  for  those  individuals  who  wish 
pick  up  a  quick  dollar,  rather  th 
take  responsibility  for  their  own  i 
tions.  When  will  we  return  to  a  s) 
tem  of  justice,  rather  than  a  system 
reward?  What  must  we  do  to  retu 
common  sense  and  fair  play  to  t 
court  system? 
— -f.  Christopher  Manners 
Pepper  Pike,  Ohio 

Sir:  I  find  it  peculiar  that  the  horr 
owners'  association  that  manages  r 
house,  is  suing  (on  grounds  yet  to 
determined)  the  company  that  bu 
the  house.  It  happens  that  I  was  pre 
dent  of  the  company  that  built  t 
house,  and  several  other  Christia 
officers  live  in  the  subdivision.  S< 
am  suing  myself  and  am  probably  j 
ing  to  win  ...  at  what  future  cost? 
— Martin  Fenton 
San  Diego,  Calif. 

Sir:  Please  keep  my  subsenpti 
coming.  I  need  to  keep  up  witb  t 
cascade  of  misinformation  that  y 
continue  to  spew  forth  for  your  ci 
nies  in  New  York,  Hartford,  etc. 
— E.  Vernon  F.  Glenn 
Greenville,  S  C. 


Backwards 

Sir:  The  article  "Oh,  my  aching  bac 
(Feb.  24)  has  the  potential  to  cause 
lot  more  aching  backs.  Your  illusti 
tion  (p.  103)  of  the  right  and  wro 
way  to  lift  things  has  the  word  "righ 
closest  to  the  person  who  is  lifting  t 
"wrong"  way.  Anyone  who  glances 
the  picture  could  easily  get  t 
"wrong"  impression. 
— Suzanne  Leslie 
New  Canaan,  Conn. 


Heads,  I  win  . . . 

Sir:  In  your  Apr.  7  issue  Fact  aj 
Comment,  you  propose  that  Treasu 
bonds  be  issued  with  a  recall  right, 
"most  corporations  do."  They  do  i 
deed,  and  this  is  utterly  unfair.  If  rat 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  212-620-2243 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  Q  1  year 
$42  □  3  years  $84  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$77C,  3  years  $173C.  Orders  for  other 
countries  add  $25  a  year  to  U.S.  rate.  By 
air  to  Europe,  add  $35. 
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XEROX 


fyou  think 
four  business 
s  too  small  for 
ierox,  think  twice. 


The  Xerox  1025 Marathon  copier. 

m  Ye  running  a  small  business,  there  is  absolutely 
son  to  sacrifice  state-of-the-art  features  because  of 
t  constraints. 

when  Xerox  can  offer  you  the  dependable  1038 
25  Marathon  copiers. 
1038  Marathon,  featured  on  the  right,  is  so 
:ed  all  you  have  to  do  is  press  the  "start"  button.  It 
tomatically  feed  originals  of  varying  sizes.  Auto- 
Jly  enlarge  or  reduce  them.  It  will  even  automati- 
inse  the  right  paper  size  to  make 
on.  So,  there  are  no  paper  trays 
nge,  no  knobs  to  adjust.  The  1038 
verything  for  you.  It  will  even  copy  in  color.  All 
a  desktop  copier. 

1025  is  also  an  incredible  copier.  It  can  be 
>ed  to  automatically  feed  originals,  and  reduce  or 
2  them.  And  it  can  even  collate  up  to  ten,  twenty- 
ige  reports. 

perhaps  the  best  reason  to  think  about  owning 
of  these  copiers  is  how  affordable  they  are.  With 
opiers  you  can  choose  those  features  you  need 
o  your  copier  can  grow  as  your  business  grows. 


TeamXerox 


The  Xerox  1038 Marathon  copier. 

Of  course  all  of  this  is  backed  by  Team  Xerox.  A  ser- 
vice and  support  organization  second  to  none.  Regard- 
less of  how  small  your  business  is,  or  how  fast  it  grows, 
Team  Xerox  will  be  with  you  every  step  of  the  way. 

So  if  you've  been  thinking  that  Xerox  is  just  too  big  to 
help  meet  your  copier  needs,  think  again. 

For  more  information  call  Team  Xerox,  your  local 
Xerox  Sales  office  or: 


1-800-TEAM-XRX,  ext.  288. 

(l-800-832-6979,exl.288.) 


I'm  interested  in  learning  more  about  these  incredible  desktop  copiers. 
The  Xerox  I038  and  1025  Marathon  copiers. 

□  Please  have  a  sales  representative  call  me. 

□  Please  send  me  more  information  on  the  Xerox  1038  and  I025 
Marathon  copiers. 

Send  this  coupon  to:  Xerox  Corporation.  PO.  Box  24.  Rochester,  NY  I4692. 


\  wti 


TITLE 


COMPANY 


ADDR1  ss 


STATE  ZIP  PHONE 

Or,  if  you  cant  wait,  call  1-800-TEAM-XRX,  ext.  288 

:xx  (1-800-832-6979.  ext.  288)   1 5^5-5^6 

XEROX®,  1038  and  1025  are  trademarks  of  XEROX  CORPORATION 


Volkswagen 

now  offers 
savings 
on  these 
impressive 

vehicles. 

Volkswagen  and  American  Airlines  have  come 
together  to  offer  you  a  very  special  European 
Tourist  Delivery  package.  (Slow  when  you  buy  a 
Volkswagen  here  and  pick  it  up  in  Europe  you 
not  only  get  a  great  deal  on  a  brand  new  Jetta, 
Scirocco,  Cabriolet,  Quantum,  Vanagon,  or 
Camper,  you  get  special  air  fare  discounts  on  up 
to  four  American  Airlines  roundtrip  tickets  to 
three  German  destination  cities.  Tourist  Delivery 
is  easy.  Just  tell  us  where  you  want  to  pick  up 
your  Volkswagen.  (There  are  nine  convenient 
locations  in  Germany  alone.)  Enjoy  it  while  you 
vacation,  saving  on  rental  car  charges.  When  if  s 
time  to  come  home,  simply  leave  your 
Volkswagen  at  one  of  our  German  drop-off 
points  and  we'll  ship  it  back  to  your  local  dealer 
at  no  additional  charge.  See  your  dealer  for 
details.  Ifs 
as  easy  as 
packing  a 
suitcase. 


f®\  European 


Tourist  Delivery 

American 


.00000000000001)0 
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rise,  the  investor  is  stuck.  If  rates  fal 
he  gains  little  or  nothing,  as  the  bond 
will  be  called  in.  What  would  you  sa 
if  a  company  issued  stock  that  : 
could  call  in  at  its  price  of  issue? 
— Iriing  Reich 
Poway,  Calif. 


Life-preserving  skills 

Sir:  In  giving  examples  of  "mediocr 
relatively  low-skilled  jobs"  ("Th 
Great  American  Job  Machine,"  Ma 
24),  you  chose  to  group  nurses  wit 
janitors,  cashiers,  truck  drivers,  etc. . 
registered  nurse  has  at  least  thrc 
years'  formal  training  and,  increasinj 
ly,  a  college  degree  in  nursing.  In  add 
tion,  she  must  pass  a  state  test  befoi 
she  can  practice  as  a  full  nurse. 

If  you  are  ever  in  a  hospital  for  trea 
ment  and  go  into  a  "Code  Red"  cond 
tion,  I  hope  that  you  will  not  have  t 
rely  on  the  janitor  to  bring  you  back  t 
the  land  of  the  living. 
— Andrew  N.  Mondo 
Utica,  NY. 

Sir:  Webster  characterizes  mediocrii 
as  being  of  "moderate  mental  capac 
ty,  ability,  skills,  etc."  Where  do< 
"mediocrity"  and  "low-skilled"  f 
with  the  reality  of  the  nurse's  job? 
— Rachel  Rotkovitch 
Vice  President,  Nursing, 
Yale  New  Haven  Hospital 
New  Haven,  Conn. 


Cute  kids 

Sir:  I  was  reading  my  father's  Mar.  \ 
issue.  Cabbage  Patch  Kids  (Fact  ar, 
Comment,  p.  18)  are  not  pretty,  bi 
they  are  cute.  They  are  not  ugly' 
—Jenny  Frankel 
Age  12 
Lamdale,  Pa. 


Unloved  trucks 

Sir:  The  article  "Banzai,  good  budd) 
(Feb.  24)  notes  that  the  Japanese  a: 
expanding  into  the  Class  6  and  7  true 
markets,  and  not  "the  behemot 
Class  8  rigs.  ..."  Why  use  such  a  peji 
rative  word  as  "behemoth"  to  d 
scribe  the  modern-day  workhorse? 

The  Class  8  truck  moves  the  majo 
ity  of  the  nation's  freight,  reducir 
costs  to  enable  the  shipper  to  remai 
competitive  in  a  worldwide  market. 
— Lana  R  Batts 
Vice  President, 

America?:  Trucking  Associations,  Inc. 
Alexandria,  Va. 
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SCOPE/WAK3263E 


j  technology  is 
eed  high... 
22.400  miles  up. 

r  space  presents  the 
est  challenge  for 
lology  today.  The 
le  environment  of 
e  creates  demands  for 
lanical  and  thermal 
lity  as  well  as  reliability 
wer  supply  and 
rical  dependability 


unequalled  anywhere  on 
earth.  The  most  demanding 
requirement  is  of  course  for 
long  product  life;  repairs  in 
outer  space  are  not  easily 
accommodated. 
High  technology  from  AEG 
is  more  than  equal  to  these 
tasks. 

We  have  developed  solar 
generators  which  power 
over  100  currently  active 
satellites;  our  travelling 
waves  tubes  are  guaranteed 
for  seven  years  and  have 
proven  their  reliability  and 
dependability  with  over 
100,000,000  orbit  miles 
serving  as  the  heart  of 
communication  and  weather 
satellites. 


Advanced  technology  from 
AEG:  This  means  electrical 
and  electronic  equipment- 
systems  and  installations  for 
communication  and  infor- 
mation, for  industrial  and 
power  applications,  for 
defence  and  transport,  for 
the  office  and  the  home. 

AEG  Corporation 
Route  22-Orr  Drive 
Sommerville,  NJ  08876 
Tel.:  (201)  7  22-98  00 
Telex:  833409 


AEG 


n  find  AEG  in  111  countries  worldwide. 


"For  me,  the  r 
event  at  Ro\ 
12  o'clockThi 
to  order  or 


st  exhilarating 
\scot  is  the 
ice  to  the  bar 
Guinness" 


THE  MOST  DISTINCTIVE  BEER  IN  THE  WORLD. 
FOUND  AT  THE  VERY  BEST  PLACES  IN  OVER  140  COUNTRIES. 

IMPORTED  BY  GUINNESS  IMPORT  COMPANY,  STAMFORD,  CT.  06901 


When  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
We  know  the  feeling  well.  We  experience  a  sense  of 
pride  every  time  a  Patek  Philippe  leaves  the  hands  of 
our  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
a  lifetime. 

We  made  this  watch  for 
you  —  to  be  part  of  your 
life  —  because  this  is  the 
way  we've  always  made 
watches. 

And  if  we  may  draw  a  con- 
clusion from  five  genera- 
tions of  experience,  it  will 
be  this:  a  Patek  Philippe 
doesn't  just  tell  you  the 
time,  it  tells  you  something 
about  yourself. 


PATEK  PHILIPPE 

GENEVE 


comprehensive  presentation  of  Patek  Philippe  timepieces,  please  send  $5  -  or  for  a  simple  brochure  of  current  styles  write  to: 
Patek  Philippe,  10  Rockefeller  Plaza,  Suite  629  -  F,  New  York,  NY  10020. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


OUR  AIR  STRIKE  AGAINST  TERRORISM  S  LEADING  BREEDER 


ir  more  to  be  said  for  it  than  against  it.  At  one  time  or 
ler  our  major  European  allies  have  tried  playing  secret 
ie  with  Qaddafi  to  save  their  turfs  from  terrorist 
ns.  In  vain.  They've  tried  souping  up  security  and 
sifying  intelligence  efforts,  as  have  we.  In  vain, 
linly,  though,  they  seem  to  be  relying  on  some  alche- 
:hat  will  transform  their  wish  into  a  reality  that 
iafi  just  disappear.  Equally  in  vain, 
fact,  however — with  the  notable  exception  of  the 
>h — Western  European  governments  are  scared  of  the 
afi-trained  and  -financed  terrorists.  And  they  don't 
to  pay  a  money  price  to  curb  the  menace  by  cutting 
lucrative  trade  with  Libya — Italy,  $4  billion  worth; 
Germany,  $3  billion;  France,  $1  billion, 
ddafi  spends  much  of  his  oil  revenues  financing  his 
rists  and  other-motivated  terrorists  who  are  equally 
us. 

ael  can  and  does  react  instantly,  and  eye-for-eyeing 


has  very  substantially  curbed  terrorism  as  an  effective 
weapon  in  the  unending  efforts  to  wipe  out  the  Israelis. 

Sure,  terrorism  against  Americans  will  continue.  If  we 
continue  to  strike  back  at  Qaddafi  on  a  similar  scale,  his 
capacity  and  will  will  lessen  after  each  round.  If  there's  more 
slaughtering  of  Americans  in  NATO  countries  next  week  or 
next  month,  and  we  react  even  quicker  and  with  less  fanfare, 
we'll  improve  our  chances  of  achieving  the  object. 

I  think  our  governing  friends  in  Western  Europe  will 
develop  stiffer  backbones.  Maybe  even  to  the  point  where 
they  supply  less  funds  to  Libya.  Libya's  our  direct  target. 
But  you  can  bet  your  boots  the  message  is  getting  through 
to  Syria,  to  Iran  and  to  the  Kremlin. 

*  *  * 

One  has  to  marvel  at  how  the  Soviets  keep  a  straight 
face  expressing  indignation  at  U.S.  retaliation  while 
they're  in  their  seventh  bloody  year  of  trying  to  extermi- 
nate Afghanistan. 


INDEPENDENT  "ALPHABET" 

uld  be. 

federal  district  court  found  Gramm-Rudman  uncon- 
tional  because  it  delegated  executive  duties  to  people 
n  the  President  could  not  remove, 
nch  is  the  case  with  the  Securities  &  Exchange  Com- 
ion,  the  Federal  Reserve  Board,  the  Interstate  Com- 
e  Commission  and  12  other  regulatory  outfits  exer- 
g  executive  authority  but  whose  members  are  not 
vable  by  the  President. 

it  good  or  bad  if  these  agencies  have  to  be  reconsti- 
1  so  that  their  directors  are  dismissable  if  a  President 


COMMISSIONS  IN  THE  SOUP? 

isn't  happy?  There's  no  doubt  that  the  Reagan  Adminis- 
tration's Attorney  General  would  like  to  see  their  inde- 
pendence of  the  President  ended:  "The  real  lawmaking 
power  in  Washington  is  wielded  neither  by  Congress  nor 
the  President  but  by  relatively  anonymous  members  of 
the  federal  agencies." 

But  there  have  been  plenty  of  times  under  other  Presi- 
dents when  Americans  aplenty  have  been  happy  that  these 
same  agencies  have  been  independent  of  the  President's 
tune-calling. 

What  think  you? 


HOW  TO  REDUCE  HUGE  TRADE  IMBALANCE  WITH  JAPAN 


Dk  at  these  boggling  figures:  U.S.  imports  from  Japan, 
'  billion;  U.S.  exports  to  Japan,  $22.3  billion. 
11  success  in  some  of  the  molasses-slow  Negotiations 
en  Japanese  markets  to  American  products  help?  Sure, 
nly  a  bit.  It  will  take  something  far  more  fundamental 
ike  an  appreciable  dent  in  our  trade  imbalance. 


Getting  the  Japanese  to  live  on  the  scale  we  do  at 
home — bathrooms,  refrigerators,  air-conditioning,  two-  or 
three-car  garages,  rooms  full  of  furniture,  kitchens  wall-to- 
wall  applianced,  washers  and  dryers  for  clothes,  dishes, 
hair  and  rugs,  et  al. — just  isn't  going  to  happen. 

But  Japan  has  some  pressing,  huge  necessities,  which 
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when  tackled  could  appreciably  increase  their  imports 
from  the  U.S.  For  instance: 

•  Highways,  city  thruways  and  bypasses.  To  go  from  one 
district  in  Tokyo  to  a  district  on  the  other  side,  you  must 
allow  anything  from  half  a  day  to  what  seems  like  all  day. 

•  Environmental  needs.  Industrial  pollution  is  choking 
many  Japanese  near  to  death.  It  will  take  multibillions  of 
yen  to  head  off  this  insidious,  enveloping  strangulation. 

•  New  industrial  and  other  business  structures,  as  well 
as  tens  of  thousands  of  additional  places  to  live,  are  an 
urgent  need. 

To  meet  these  and  other  great  and  grave  necessities  will 


lessen  by  a  few  billions  the  many  billions  in  yen  that  tr 
Japanese  presently  put  to  work  financing  some  of  the 
enormous  exports. 

Instead  of  undergoing  the  unproductive  pain  of  havir 
overseas  markets  such  as  the  U.S.  curbed  by  tariffs  or  oth< 
means,  the  Land  of  the  Rising  Sun  can  dispel  many  sue 
darkening  clouds  by  starting  to  meet  some  of  its  ow 
critical  domestic  needs  that  have  nothing  to  do  with  lis 
style  or  social  mores. 

And  from  the  encouraging  way  things  went  at  the  Cam 
David  meeting  of  Prime  Minister  Nakasone  and  Presidei 
Reagan,  Japan's  now  ready  at  least  to  start  in  this  directioi 


SOMETIMES  ACTORS  ARE  FLAKY  BUT 


this  guy's  something  else  again. 

Sean  Penn  means  to  get  those  photographers  who  heli- 
coptered over  his  wedding  to  Madonna — even  if  only  in  his 
dreams.  "I  consider  myself  very  human  and  very  moral," 
the  sensitive  actor  tells  American  Film  magazine,  "and  I 


would  have  been  very  excited  to  see  one  of  those  helicopte 
burn  and  the  bodies  inside  melt.  .  .  .  Those  were  nonpeop 
to  me." — Richard  Johnson,  the  New  York  Post 

How  long  can  someone  sounding  off  so  sickeningly  st£ 
a  box-office  draw? 


LANGUAGE  IS  COMMUNICATION 


but  when  the  same  words  in  a  language  mean  different 
things,  it  creates  certain  difficulties  for  those  who  haven't 
got  the  latest  word. 

Like,  to  the  young  these  days,  if  something's  "really 
bad,"  that  means  it's  really  good. 


The  other  day  someone  commented  to  me  on  the  reasc 
Area,  a  Big  Apple  disco,  was  thriving:  "The  people  who  j 
there  are  more  contemporary." 

Giving  old  words  new  meanings,  I  guess,  is  what  mak< 
a  living  language  very  much  alive. 


RESTAURANTS— G0f  ,  STOP 


•  Batons— 62  West  11th  St.  (Tel:  473-9510).  What  a 
happy  new  delight.  Dishes  as  imaginatively  fresh  as  the 
dramatically  unadorned  white  walls  holding  up  the  sky- 
light roof.  Appetizers  include  colorfully  skewered  combi- 
nations, or  wee  pizzas,  or  zingy  light  pastas.  How  about  a 
side  dish  of  ginger  scallion  pancakes  to  accompany  a  duck 
dish  that  Peking  would  be  ecstatic  over?  Only  drawback: 
Lively  conversation  from  lively  people  bounces  dinfully 
all  about. 

Shun  Lee  West— 43  West  65th  St.  (Tel:  595-8895). 
We  gave  this  place  a  yellow  three  years  ago,  and  nothing's 
changed. 

•  Tre  Scalini— 230  East  58th  St.  (Tel:  688-6888).  Its 
Northern  Italian  cuisine  is  as  splendid  today  as  when  we 
joyfully  saluted  it  over  five  years  ago.  Unfortunately  diners 
there  linger  and  linger  and  linger,  so  that  reservation 
holders  are  often  30  to  40  minutes  late  in  getting  seated. 

•  Joanna— 18  East  18th  St.  (Tel:  675-7900).  In  its 
early  salad  days,  this  had  a  •  ,  but  if  we  were  into  #  #, 
it  would  warrant  three  these  days. 

•  Hubert's— 102  East  22nd  St.  (Tel:  673-3711).  A  few 
years  ago  we  were  less  than  enthusiastic.  I'm  not  sure 
whether  it's  because  they've  improved  or  because  our  taste 
is  better,  but  Hubert's  is  good.  Very  good.  From  beginners 
of  Roquefort  cheese  souffle  or  shrimp  over  smashed  cu- 


cumbers to  crisp-crusted,  pan-fried  fresh  salmon,  tl 
menu  is  imaginative,  widely  varying.  From  Uptown  i 
way  Down,  trip  on  down  or  up  to  22nd  Street. 

•  Fu's— 1395  Second  Ave.  (Tel:  517-9670).  As  the  nun 
ber  of  Chinese  restaurants  has  multiplied,  the  number 
outstandingly  good  ones  has  dwindled-to-vanished.  No 
there's  Fu's  to  save  the  day.  Sophisticated  (in  the  goc 
sense  of  the  word)  decor,  attentive  service  and  dishes  th 
range  over  the  whole  Chinese  cuisine  gamut.  Fu's,  too,  is 
client  of  that  famed  restaurant  consultant  Miss  Chu,  and 
will  make  her  even  more  so. 

Bayamo— 704  Broadway  (Tel:  475-5151).  Anoth 
one  of  those  warehouse-restaurant  transformations  i 
which  trendies  and  the  would-bes  and  the  has-beens  a: 
swarming.  I  don't  quite  know  what  "Chino-Latino"  cu 
sine  is,  but  some  of  these  dishes  are  both  different  an 
tasty,  and,  in  any  case,  quantitudinous. 

•  Devon  House— 1316  Madison  Ave.  (Tel:  860-829' 
Dining  here  is  almost  like  being  a  guest  in  the  home  i 
someone  who  really  loves  wonderful  food.  Quiet,  vei 
good  taste  in  the  decor  and  on  the  dish.  Wonderful  musl 
rooms  on  toast,  unusual  escargots,  superb  sauces — ar 
warm  bread  (it's  surprising  how  few  first-rate  restauran 
take  the  little  trouble  required  to  add  this  real  plus).  Oni 
the  paucity  of  the  wine  list  can  be  faulted. 
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STEAKHOUSE  TURNS  CHICKEN 


rhen  does  a  restaurant  called  United  States  Steakhouse 
turn  into  "Uncle  Sam's  Restaurant"? 
rhen  most  of  the  customers  stop  ordering  steaks, 
tes  proprietor  Peter  Aschkenasy: 

\fter  ten  years  as  the  'meat  &  potatoes'  U.S.  Steak- 
se,  we've  changed  our  name.  We  are  now  Uncle  Sam's. 
fl  People  are  eating  less  and  less  red  meat,  and  more 
more  fish,  chicken  and  salads.  Our  customers,  who  are 


primarily  business  men  and  women,  have  changed  their 
dining  habits.  Only  five  years  ago,  steak  and  other  red- 
meat  entrees  accounted  for  75%  of  all  sales.  Last  year 
steak  and  red-meat  consumption  dropped  to  under  25%. 

"Not  only  is  our  name  new,  so  is  our  chef,  our  menu  and 
our  wine  list." 

Imagine,  that  staple,  the  steakhouse,  is  now  an  endan- 
gered species. 


GIVEN  THE  OPPORTUNITY,  BRAGGING  ABOUT  ONE'S  KIDS 


tmething  parents  are  prone  to.  And  given  the  following 
iments  about  Malcolm  Forbes  Jr.  (Steve),  how  could  we 
>t?  From  Jude  Warmiski's  1986  Media  Guide — a  sort  of 
>elin  Guide  to  today's  best  journalists  and  publications 
le  country: 

Vlalcolm  Jr.,  'Steve'  Forbes  kept  the  opinion  side  of 
magazine  in  the  contrarian  mode;  his  columns  are 

NATURE'S  ABHORRENCE 

is  as  nothing  compared  with  a  shelf's 
abhorrence  of  an  empty  space. 


consistently  the  most  pro-growth,  antiausterity  of  all  the 
periodicals.  In  '85,  Steve  won  his  fourth  'Crystal  Owl' 
award  for  the  most  accurate  business  forecasts  of  the 
year.  When  there  is  this  kind  of  vision  at  the  top,  a 
publication  sings.  Steve  Forbes'  column,  by  the  way,  is 
the  only  corner  of  the  business  press  where  Paul  Volcker 
has  not  been  deified." 

EYE  BEAM 

what  one  tells  or  retells  about  others 
often  tells  more  about  the  teller. 


BOOKS 


•  Glitz — by  Elmore  Leonard  (Arbor 
House,  $14.95).  This  whodunit  orbits 
around  casinoed  Atlantic  City.  Mr. 
Leonard  grabs  you  early  on,  and  you 
don't  let  go  until  hero  Vincent  lets 
you — and  himself — up  for  air. 
Excerpts:  "You  know  what  I'm 
scared  the  most  of!  We're  having 
dinner  at  Angeloni's  or  one  of  those 
es  and  somebody  comes  in  with  a  machine  gun  to 
one  of  those  guys  like  you  see  in  the  paper!  You  see 
lying  on  the  floor  with  blood  all  over!  And  Jackie 
I  get  killed  because  we  happen  to  be  having  dinner 
7  him.  I  think  about  it,  I  get  petrified."  Vincent  said 
didn't  blame  her.  "I  don't  even  like  Italian  food 
more.  You  just,  like  all  you  have  to  say  is  mention 
lccini  with  clam  sauce  I  start  to  feel  sick.  I  never 
3  heard  of  fettuccini  with  clam  sauce  before.  I  never 
clams. "... 

r'ou  like  it  here,  Atlantic  City!" 
Compared  to  what!  The  Holiday  Inn  in  Orlando!  If  I 
play  just  a  little  of  my  music  for  an  audience  that 
'-ns  part  of  the  time  and  isn't  too  drunk,  that's  as  good 
:  gets  in  a  bar.  Most  of  what  I  have  to  play,  you  take  it 
of  a  can  and  heat  it  over  a  low  fire.  Some  of  it's  okay, 
e  riffs  you  can  have  fun  with,  fool  around.  But  you  do 
same  kind  of  pop  stuff  every  set,  the  computer  music, 
in  a  little  bossa  nova — I  feel  like  an  engineer,  I  ought 
e  wearing  a  white  lab  coat  with  a  row  of  pencils  in  the 
:<et.  Once  in  a  while,  I  play  with  my  own  guys  we 
w  the  charts  away  and  break  loose,  take  some 
ices.  Who's  doing  that  and  getting  paid!  Nobody." 


The  Last 
Country  Houses 


The   Last   Country   Houses — by 

Clive  Aslet  (Yale  University  Press, 
$35).  If  you're  into  ogling  British  es- 
tates, this  scholarly,  multipictured 
volume  on  the  last  of  them  (built 
between  1890  and  1939)  is  for  you. 
Excerpts:  It  was  the  form  rather  than 
the  reality  of  land  ownership  that 
appealed  to  the  generally  self-made 
men  who  built  new  country  houses;  and  the  myth  was  not 
cheap  to  keep  going.  ...  By  1914  smoking  rooms  were  a 
thing  of  the  past.  Whereas  Queen  Victoria  would  not  read  a 
letter  if  she  so  much  as  suspected  that  the  writer  had 
smoked  as  he  wrote  it,  and  Victorian  gentlemen  were 
intensely  careful  not  tolet  a  whiff  of  smoke  blowback  into 
the  hall  as  they  thankfully  lit  their  cigars  at  the  front  door, 
Edward  VII  smoked  everywhere,  and  it  was  generally 
thought  that  his  influence  was  decisive  in  ending  the 
tobacco  taboo.  .  .  .  [Architect]  Philip  Webb  insisted  on 
light  and  airy  rooms  for  the  servants  at  Clouds  (1879),  and 
the  Wyndhams  came  to  appreciate  it,  because  they  moved 
into  them  when  the  main  block  burnt  down.  "It  is  a  good 
thing  our  architect  was  a  Socialist,  "wrote  Mrs.  Wyndham, 
"because  we  find  ourselves  just  as  comfortable  in  the 
servants'  quarters  as  we  were  in  our  own. "  .  .  .  A  romantic 
approach  to  the  country  house,  constructed  out  of  old 
building  materials  which  had  already  become  gnarled 
with  age,  was  immensely  popular  in  the  1920s,  when  the 
old  buildings  of  the  English  countryside  seemed  more  than 
ever  to  recall  an  idyllic  pre-Industrial  age,  incapable  of 
producing  the  recent  horrors  of  mechanised  destruction 
which  had  scarred  the  imagination  of  the  civilized  world. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Ah,  Sweet  Mystery  . . . 

Theodore  Roosevelt  could  not  have 
consumed  more  than  one  ten-thou- 
sandth of  the  animals  he  slaughtered. 
Roosevelt  loved  hunting  the  way  that 
Imelda  Marcos  loves  shopping.  He 
loved  the  kick  of  the  gun  and  the 
smell  of  the  powder.  He  loved  the 
antlers.  The  same  sportive  hormones 
may  be  active  in  Imelda.  Nature  is 
filled  with  wild  waste,  unthinkable 
redundancies.  Why  does  nature  toss 
off  a  billion  sperm  when  only  one  of 
them  is  necessary  to  fertilize  a  human 
egg?  Imelda's  shoes,  ecologically  baf- 
fling, are  part  of  the  mystery  of  life. 

— Lance  Morrow,  Time 

Khaki  &  Chinos 

Sir  Harry  Lumsden  was  a  regimental 
commander  in  India  in  the  middle  of 
the  last  century.  He  was  a  stickler  for 
decorum,  a  by-the-book  man.  But  he 
was  practical.  He  realized  that  nothing 
could  be  done  about  the  ever-present 
Punjab  dust;  something,  however, 
might  be  done  about  the  uniforms. 
What  if  they  were  not  white  to  begin 
with?  What  if  they  were  the  color  of 
dust  itself?  Lumsden  took  his  idea  to 
the  quartermaster,  who  dyed  some  of 
the  white  uniforms  yellow-brown  by 
dipping  them  in  coffee,  curry  powder, 
and  mulberry  juice.  When  the  locals 
saw  the  new  uniforms,  they  called 
them  khaki,  Hindi  for  "dust-colored." 

In  the  1880s,  the  War  Office  adopt- 
ed it  for  all  British  troops.  [English 
textile  mills]  sent  so  much  of  it  to 
India,  in  fact,  that  the  British  forces 
there  exported  it  to  China.  The  Chi- 

Pepper  . . .  and  Salt 


nese  in  turn  sold  supplies  of  it  to 
Americans  stationed  in  the  Philip- 
pines just  before  the  First  World 
War.  Since  the  cloth  had  come  from 
China,  the  Americans  gave  it  the 
name  chino. 

— Esquire 

Atlantic  City  Hotel 

"It's  like  you're  in  a  hotel  in  Star 
Trek,"  Vincent  said.  "You  know  what 
I  mean?  It's  so  modern  you  don't 
know  how  to  open  anything  or  turn 
the  lights  on."  He  sat  with  the  tele- 
phone in  a  corner  of  the  gold  sectional 
sofa,  wrapped  in  a  king-size  gold  tow- 
el. "I've  got  a  bar,  stocked.  I've  got  a 
phone  in  the  bathroom.  Three 
phones,  one  in  each  room.  The  bath- 
tub, you  could  get  four  people  in  it. 
You  walk  down  steps." 

— Glitz,  by  Elmore  Leonard 

The  Shakeout 

From  an  anonymous  source  we  learn 
that  the  population  of  this  country  is 
200  million.  Eighty-four  million  are 
over  60  years  of  age,  which  leaves  116 
million  to  do  the  work.  People  under 
20  years  of  age  total  75  million,  which 
leaves  41  million  to  do  the  work. 

There  are  22  million  who  are  em- 
ployed by  the  government,  which 
leaves  19  million  to  do  the  work. 
Four  million  are  in  the  armed  forces, 
which  leaves  15  million  to  do  the 
work.  Deduct  14.8  million,  the  num- 
ber in  state  and  city  offices,  and 
you're  left  with  200,000  to  do  the 
work.  There  are  188,000  in  hospitals, 


insane  asylums,  etc.,  so  that  leav 
12,000  to  do  the  work. 

Now  it  may  interest  you  to  knc 
there  are  1 1,998  people  in  jail.  So  th 
leaves  just  2  people  to  do  the  wo 
and  carry  the  load.  That's  you  ai 
me — and  brother,  I'm  getting  tired 
doing  everything  myself. 

— California  Farm 

A  Bribe  is  a  Bribe 

After  a  local  court  approves  Da 
care  Corp.'s  tax  deduction  of  abc 
$730,000  for  bribes  it  paid  in  Sai 
Arabia,  [Denmark's]  tax  chief  Ha 
Westerberg  advises  Danish  firms 
book  illicit  payments  openly  unc 
"bribes." 

Whether  bribes  are  delivered 
cash,  as  sexual  favors  or  luxury  goo 
doesn't  matter,  officials  say,  as  long 
the  value  is  noted  on  tax  returns.  F 
ceipts  are  desirable,  but  aren't  esse 
tial.  Citing  the  case  of  sea  captai 
who  routinely  grease  the  palms 
port  authorities,  one  taxman  says  th 
"it's  easier  to  get  a  deduction  in  plac 
where  everyone  knows  bribes  are 
normal  part  of  doing  business." 

— Wall  Street  fourr. 


All  human  problems 
can  be  solved  by  doing 
away  with  human  beings. 
—David  Wolfers.  in  The  Ultima 
Resource,  by  Julian  L.  Sim 


Forget  It 

It's  no  good  getting  a  dictionary 
China.  You  might  as  well  devote 
months  of  your  life  to  studying  t 
language  and  maybe  you'll  be  able 
say  pass  the  butter — and  then  th< 
won't  be  any  butter  anyway. 

— John  Julius  Norwk 
British  travel  book  author, 

Who's  Cooking? 

One  night  Dorothy  Munn  walk 
into  a  [Palm  Beach]  restaurant  wh( 
she  was  well  known  and  a  favor 
customer.  The  restaurant  was  filled 
capacity,  and  there  was  no  table  I 
her.  The  maitre  d'hotel  was  abjc 
with  apology,  begged  Mrs.  Muni 
forgiveness,  and  offered  as  an  explar 
tion  that  it  was  Thursday. 

"Thursday?"  queried  Mrs.  Munn 
"Cook's  night  out,"  he  explained 
"Do  you  mean  to  say  that  all  the 
people  are  cooks?"  cried  Mrs.  Muiu 
— Dominick  Dunne,  Vanity  Ft 


"We'd  like  a  table  near  a  waiter. " 
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For  less  than 
the  price  of  a  good  bottle  of  wine, 
you  can  enjoy  12  issues  of 
The  Wine  Spectator. 


Barolo  Brothers 

... -\ 


Owetly  taking 
World 


You  can  spend  $12.99  on  a  California  sparkling  wine.  Or 
$59.95  on  a  French  Burgundy.  But  for  a  mere  $8.95  you 
can  savor  12  issues  (6  months)  of  The  Wine  Spectator. 

Whether  you  want  to  establish  a  wine  cellar,  impress 
a  sommelier,  or  learn  how  to  talk  to  your  wine  merchant, 
you  should  be  reading  The  Wine  Spectator.  Twice  a  month 
we  bring  you  all  the  important  wine  news  before  it  hits  the 
grapevine. 

You'll  get  an  insider's  view  of  the  wineries.  Find  out 


what  experts  think  of  the  new 
releases.  Get  advice  on  how  to 
order  from  a  wine  list.  Our 
special  features  and  columns 
give  you  valuable 
information  on  investing  in 
and  collecting  fine  wines. 
We  even  tell  you  how  to 
serve,  store  and  cook  with 
wine. 

So  if  you're  serious 
about  wine,  subscribe  to 
The  Wine  Spectator  at 
this  incredibly  low 
introductory  price.  It's 
the  best  $8.95  you'll 
ever  spend  on  wine. 

ST  Call  Toll  Free  24  Hours  800-443-0100,  Ext.  560 


Please  send  me  12  issues  (6  months)  of 
THE  WINE  SPECTATOR. 

Name 


City 

Signature  

□  Enclosed  is  my  check  for  $8.95 
(1  Please  charge  to  my  VISA  


Zip 


American  Express . 


Account  ff  - 


.  Expiration  date  . 


CALL  TOLL  FREE  24  Hours  800-443-0100,  Ext.  560 

Make  check  payable  lo  The  Wine  Spectator,  400  E.  51s!  St.,  New  York,  N.Y.  10022 

Allow  4-6  weeks  for  delivery. 

*  Mler  unk  k(M *d  for  new  subscribers 
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America's  largest 

selling  wine  newspaper. 
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Nobody  Wants  To  Work  In  An  Open  Office 
System  That  Reminds  Them  Of  Their  First  One. 


Feeling  small  and  inconsequential  never 
made  anyone  live  up  to  their  potential. 

if  vm  ir  rnmnanv  rln^cn't  want  a 


II   J  VVII    VVI  I  If^WI  I J    UW^JI  I  V  llWIIhU 

half-hearted  job  from  someone  being 
paid  a  full  salary,  take  a  look  at  our  new 
Morrison  system. 

Unlike  so  many  others,  it  doesn't  feel 
like  it's  been  designed  by  the  Board  of 
Education.  It  recognizes  the  differences 
among  people,  their  departments,  their 
tasks  and  their  position.  And  it  address- 
es them  by  offering  the  widest  range  of 
worksurfaces,  fabrics  and  finishes. 

It  even  hides  ugly,  institutional  hard- 
ware, provides  clean  panel  connections 
and  has  the  ability  to  integrate  with  your 
existing  office  furniture. 

You  see,  we  didn't  design  our  system 
to  make  people  conform.  We  designed 
it  to  conform  to  people. 

For  more  information  call  (800)  633- 
0034,  ext  50.  In  R I  751-7450. 


The  Morrison  Open  Office  System. 


'act  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  OTHER  VILLAIN 


he  U.S.  is  focusing  on  Colonel  Qaddafi  as  a  principal 
rce  of  terrorism.  But  an  equally  villainous  wellspring  of 
se  murderous  acts  is  Syrian  boss  Hafez  al-Assad.  Assad 
ess  open  about  his  activities  than  Qaddafi,  but  that 
sn't  make  him  any  less  lethal. 

yria  is  a  center  for  terrorist  camps  and  a  source  of 
ney,  weapons  and  training  for  terrorist  gangs  in 
anon.  It  was  in  Lebanon  that  the  thugs  involved  in 
Rome  and  Vienna  airport  attacks  last  December  were 
ned. 

ssad  is  certainly  more  deft  than  Qaddafi.  When  that 


TWA  airplane  was  hijacked  almost  a  year  ago,  U.S.  diplo- 
mats turned  to  Assad  for  help.  This  master  murderer 
thereby  secured  a  public  relations  coup  by  appearing  to  be 
helpful  in  getting  the  hostages  released.  In  effect,  he  was 
simply  calling  off  his  own  henchmen. 

But  no  one  should  have  any  illusions  about  this  man's 
character.  Several  years  ago,  one  of  Syria's  largest  cities, 
Hama,  became  a  center  of  opposition  activity.  Assad's 
solution:  After  making  sure  no  Western  reporters  were 
around,  he  ordered  his  armed  forces  to  teach  the  city  a 
lesson;  an  estimated  10,000  civilians  were  killed. 


WHILE  ON  THE  SUBJECT  OF  TERRORISM  . .  . 

for  should  we  let  Qaddafi's  behavior  blind  us  to  the  takes  place.  Obviously,  Moscow  doesn't  plan  each  act,  but 

icipal  engine  of  today's  terrorism — the  Soviet  Union,  without  its  support,  most  of  these  terrorist  networks 

ough  a  web  of  conduits,  the  Soviets  succor  and  supply  would  wither. 

rierous  terrorist  organizations.  It  is  in  East  Bloc  coun-  The  Administration  should  make  Moscow-supported 

s  or  in  pro-Soviet  states  such  as  Cuba  that  the  training  terrorism  a  top  subject  at  the  upcoming  summit. 

THAT  PLUNGE  IN  THE  PRODUCER  PRICE  INDEX 

should  be  one-third  to  one-half  of  what  they  are  today. 

The  Fed  is  not  the  only  central  bank  that's  reacting  to 
falling  prices  too  slowly.  The  Bundesbank,  for  example,  is 
also  a  laggard.  Authorities  have  yet  to  grasp  the  fact  that 
deflation  is  more  of  a  threat  than  inflation. 


lerscores  the  fact  that,  adjusted  for  inflation,  interest 
:s  are  still  too  high,  especially  on  the  short  side, 
he  price  for  overnight  money  (the  so-called  federal 
ds  rate)  is  around  7%;  the  prime,  still  at  9%.  If  the 
eral  Reserve  was  doing  its  job  properly,  those  numbers 


ANOTHER  REASON  FOR  TORT  REFORM 


Woman  Wins  $1  Million  In  Psychic  Power  Suit 

PHILADELPHIA,  March  28  (UPI)  —  A  woman  who  blamed  an  advanced 
I  X-ray  test  for  loss  of  her  psychic  powers  has  been  awarded  more  than  $1 
I  million  by  a  jury,  but  a  hospital  attorney  said  today  that  the  verdict  would 

\be  appealed.   ^- — '  *»  —  

*-^33M»-attornpy,  Richard-Gam-^  —  New  York  Times 

EUROPE  NEEDS  A  LESSON  IN  MARKETING 


uropean  governments,  including  Britain  and  France, 
intly  rejected  discount  fares  offered  by  major  transat- 
tic  airlines.  They're  going  to  make  a  bad  tourist  season 
n  worse.  Bookings  to  Europe  are  way  down  because  of 
weaker  dollar  and  tourist  fears  of  hijackings  and  terror- 
i.  Without  the  lure  of  discounts,  carriers  face  the  pros- 
t  of  traveling  with  too  many  empty  seats.  Transatlantic 


capacity,  moreover,  is  up  6%  this  year. 

While  a  fact  of  life  in  the  U.S.,  airline  discounting  is 
alien  to  other  countries.  Government  bureaucrats  abroad 
have  the  final  say  on  prices,  and  they  think  you  get  more 
revenues  by  keeping  fares  high.  The  idea  that  you'll  gener- 
ate traffic  by  making  travel  more  affordable  is  apparently 
beyond  their  grasp. 
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WOULD  YOUR 
BANK  DO  AS  WELL 
ON  THIS  TEST? 


Circle  all  the  people  it  takes  to  approve  a  loan. 

Chairman  &  Chief  Executive  Officer 

President  &  Chief  Operating  Officer 

Senior  Vice  President,  Credit  Policy  Officer 

Senior  Vice  President 
Country  Risk  Policy  Executive 


Senior  Vice  President  &  General  Counsel 

Senior  Vice  President 
Sector  Credit  Executive 

Senior  Vice  President,  Team  Leader 


Executive  Vice  President 
Sector  Executive 


Vice  President,  Loan  Pricing  Executive 

Vice  President 
Financial  Planning  Executive 

Vice  President 
Deputy  Credit  Supervising  Officer 


Assistant  Treasurer 
Documentary  Control  Unit 


Manager 
Disbursement  Services  Division 


How  many  people  sign  off  on  a  deal  at 
your  bank? 

At  Canadian  Imperial  Bank  Group, 
three  signatures  may  be  all  that's  needed: 

Our  Account  Officer. 

Our  Vice  President  for  Credit,  U.S. 

And  our  Senior  Vice  President,  U.S. 

With  us,  it  takes  fewer  people  to 
approve  a  loan  than  at  most  major  banks.  So 
we  can  respond  to  you  quicker. 


But  it's  not  only  the  number  of  names 
that  appear  that's  important.  It's  whose  name 

They're  all  Senior  management.  Back< 
by  the  resources  of  one  of  the  10  largest  banks 
in  North  America. 

So  give  your  present  bank  this  little  tei 

And  if  they  need  more  names  than 
we  do  to  approve  a  loan,  you  only  need  to 
remember  one  name.  Ours. 

PUT  US  TO  THE  TEST. 


<i>  Canadian  Imperial  Bank  Group 

idian  Imperial  Bank  of  Commerce  -  Canadian  Imperial  Bank  of  Commerce  |New  Yorkl  •  Canadian  Imperial  Bank  of  Commerce  (California) 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


"Yes,  but"— 
mixed  signals 
all  the  way 


icky,  picky,  picky 


Another  rate 
cut,  please 


WILL  CONSUMERS  STAT  CONFIDENT? 

Growth  continues,  but  at  an  anemic  pace,  much  slower  than 
economic  potential — and  the  omens  from  cheaper  oil,  disinflation,  a 
lower  dollar  and  declining  interest  rates — suggest  is  possible. 

And  growth's  effect,  such  as  it  is,  is  spotty,  with  parts  of  the  same 
business  doing  moderately  well  while  other  parts  languish. 

An  example:  Westinghouse  says  the  electric  utilities  are  not  investing 
a  red  cent  for  new  generating  capacity,  even  though  the  lead  time  to 
avoid  eventual  brownouts  is  close  to  passing.  But,  at  the  same  time, 
the  utilities  are  spending  on  local  distribution  systems. 

That  mostly  results  from  the  relatively  healthy  home-building  sector. 
That  effect  is  showing  up,  too,  in  sales  of  refrigerators  and  washing 
machines.  "Our  business  is  mostly  up,"  says  Whirlpool  economist  J.B. 
Hoyt.  He  expects  even  better  things  in  the  second  half  of  the  year  if 
mortgage  rates  are  cut  further. 

Consumers  are  buying  other  things,  too,  in  moderation — smaller 
durables  like  microwave  ovens,  clothes  and  even  luxuries  like  jewelry, 
recreational  vehicles  and  vacations  (in  the  safe  U.S.A.). 

Yet,  as  GM  has  found,  they  are  being  picky  about  buying  autos.  Car 
prices  are  going  up,  and  the  demand  hanging  over  from  the  recession 
seems  saturated.  Even  finance  rate  cuts  tempt  less  than  before. 

It's  not  surprising,  then,  that  business  news  is  equally  mixed.  Capital 
spending  is  pausing,  even  though  real  interest  rates  (after  allowing  for 
inflation)  are  down  to  3%  to  4%.  One  reason,  mostly  valid,  is  uncer- 
tainty over  tax  changes  to  come.  More  obvious  is  the  cutback  in  oil- 
country  spending,  which  is  hitting  steel  and  other  suppliers. 

There's  better  news  on  the  high-tech  front,  though.  Chipmaker  Intel 
reported  lower-than-expected  losses  in  the  first  quarter  and  may  be  in 
the  black  by  late  summer.  Chip  prices  are  rising  as  orders  come  in. 
There  has  also  been  a  7%  shutdown  of  U.S.  chipmaking  capacity  that 
was  uncompetitive. 

Wall  Street's  mood,  clearly,  is  optimistic.  Admittedly,  the  mar- 
ket's every  bobble  is  a  poor  indicator,  but  major  moves,  such  as  began 
in  November,  more  reliably  predict  good  times  six  months  forward. 

The  elements  (oil,  disinflation,  lower  interest  rates  and  a  more  com- 
petitive dollar)  are  in  place.  But  realizing  present  growth  potential  will 
depend  on  consumers.  Unlike  1981-82,  there  can  be  no  Keynesian 
stimulus  from  rising  government  spending.  In  fact,  quite  the  opposite. 

And  consumer  confidence  is  a  delicate  flower.  Wage  rises  have  been 
lower  than  many  expected,  job  creation  is  less  frenetic,  and  any  major 
reversal  in  the  stock  market  would  have  the  effect  of  a  spring  frost. 

Interest  rate  cuts  would  keep  the  wheel  turning.  There's  obviously 
room.  That  (once  again)  puts  Paul  Volcker,  the  Federal  Reserve  and  the 
world's  major  economic  powers,  the  Group  of  Five,  in  a  crowded 
driver's  seat. 
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The  Forbes  Index 
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In  need  of  adrenaline.  The  Forbes  Index  inched  up  0.4% 
during  the  latest  reporting  period,  the  smallest  gain  in 
three  months.  Unemployment  claims,  down  0.5%  follow- 
ing a  5.5%  increase  in  February,  were  principally  responsi- 
ble for  the  increase.  Despite  a  0.4%  drop  in  inventories — 
the  fifth  consecutive  monthly  decline — new  orders  for 


durable  goods  slipped  by  1.2%,  an  indication  that  t 
economy  has  yet  to  feel  the  full  impact  of  declining 
prices  and  a  weaker  dollar. 

With  inflation  currently  at  a  modest  3.2%  annual  ra 
there  are  plausible  hopes  the  Federal  Reserve  will  lov 
the  discount  rate  further  to  stimulate  the  economy. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right 
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rerybody  takes  AT&T's  reliability  for  granted.  And  it's  fine  with  us. 

The  less  said  about  our  reliability,  the  better. 

nd  we  work  hard  to  make  sure  very  little  is  said. 

We've  put  our  telephones  through  more  torture  in  a  day  than 

>u  could  in  a  lifetime. 

We've  built  our  long  distance  network  to  be  so  reliable  you  can 

ill  anywhere  in  the  world,  any  time,  and  sound  as  if  you're  next  door. 

We  make  advanced  information  systems  that  can  fix  them- 

ilves.  And  our  business  computers  can  run  without  air  conditioning, 

even  up  to  120°  E 

So  you  see,  everything  from  our  simplest  phones 

to  our  most  advanced  computers  is  made  to  work  so 

well  people  never  notice  how  well  they  work. 

And  we  think  nothing  says  more  about  our 

•„,';•  :., -r.-;m\*  reliability  than  that. 
W^wm  To  find  out  more>  call  x  800  2471212. 

Whether  it's  telephones,  information  or  network  systems,  long 
stance  services  or  computers,  AT&T  is  the  right  choice. 

%  AT&T 

F  The  right  choice. 
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in  the  shipi 


At  UPS,  we  de- 
liver Next  Day  Air  for 
nearly  half  what  others 
charge. 

We  deliver  2nd 
Day  Air  for  up  to  70% 
less  than  other  over- 
night air  companies. 

And  we  do  things 
other  companies  don't 
do  at  any  price.  Such  as 
deliver  Next  Day  Air 
and  2nd  Day  Air  to  ev- 
ery single  address  coast 
to  coast.  And  deliver 
to  every  address  in  six 
European  countries. 

What  revolution- 
ary business  concept 
enables  us  to  accomplish 
all  this? 

Efficiency.  Which, 
at  UPS,  has  been 
raised  to  the  level  of  an 
obsession. 

For  example,  we 
move  long-distance 
shipments  via  747s.  Be- 
cause for  our  long 
hauls,  there's  no  jet  as 
efficient. 

We  make  auto- 
matic daily  pickups 


htestship 
r  business. 


without  requiring  you 
to  call.  Because  its 
more  efficient  that  way, 
for  you  and  for  us. 

And  efficiency 
compelled  us  to  design 
our  familiar  brown 
package  car.  It  may  not 
look  very  stylish,  but 
our  package  car  is  so 
functionally  designed  it 
allows  our  drivers  to 
deliver  more  efficiently 
than  they  could  with 
any  other  vehicle  we've 
come  across. 

Moreover,  UPS 
engineers  continually 
scrutinize  every  aspect 
of  our  system  in  order 
to  devise  new  efficien- 
cies and  refinements  on 
old  efficiencies. 

All  of  which  ex- 
plains how  we  can  offer 
such  a  high  level  of 
service  for  such  remark- 
ably low  prices. 

So  if  you  want  to 
run  a  tighter  ship  your 
self,  a  good  way 
to  start  is  by  us- 
ing ours. 


ups 


United  Parcel  Servncol  AmtTKa.  I')H(, 


Forbes 


America's  rush  into  foreign  stocks  is  creat- 
ing headaches  in  Wall  Street's  back  offices. 
There  may  be  scandals,  big  losses — or  both. 


A  costly  chaos 


By  Edwin  A.  Finn  Jr. 

BUYING  FOREIGN  STOCKS 
is  all  the  rage.  Last  year 
alone,  U.S.  holdings 
abroad  jumped  $9  billion.  But 
the  trend  is  getting  so  hot 
now  that  the  people  in  Wall 
Street's  back  offices  are 
sweating  bullets. 

Though  few  people  know  it, 
the  fail  rate  on  foreign  stock 
transactions  at  major  broker- 
ages is  about  40%  (vs.  about 
1%   for  U.S.   stocks).  That 
means  foreign  stock  trades 
foul  up  40%   of  the  time. 
Stocks  often  aren't  delivered 
on  time  to  the  buyers'  for- 
eign bank  vaults,  with  de- 
lays ranging  from  one  day 
to  seven  months.  Yes,  sev- 
en months. 

"This  is  the  single  biggest 
structural  impediment  to  de- 
veloping international  mar- 
kets, "says  James  Davin,  a  man- 
aging director  at  First  Boston. 

The  delays  concern  the  Se- 
curities &  Exchange  Commis- 
sion because  they  tie  up  mil- 
lions of  dollars  of  the  broker- 
ages' capital.  "It  can  take 
months  to  clear  a  foreign 
trade,  and  all  that  time  the 
brokerages  have  their  own 
capital  hanging  out  there," 


A  staggering  trend 


Americans  are  flocking  to  foreign  stocks  in 
record  numbers.  But  the  system,  as  it  is,  can't 
handle  the  glut  of  paperwork. 
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U.S.  investment  in  foreign  stocks  (Sbillions) 
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Source:  Depanment  of  Commerce 


says  John  Kinnaman,  senior  vice  pres 
ident  of  the  National  Securities  Cleai 
ing  Corp.,  which  clears  about  90%  o 
U.S.  stock  trades.  If  brokerages  boi 
row  the  capital,  it  costs  them  dear.  Ti 
finance  foreign  stock  positions,  ovei 
seas  agents  were  recently  chargin 
U.S.  brokers  annual  rates  as  high  a 
12.5%  in  the  U.K.,  18%  in  Italy  am 
18.25%  in  Australia. 

On  top  of  that,  delayed  trades  fore 
brokerage  houses  to  cope  with  fluctu 
ations  in  stock  prices  and  currenc 
rates  until  the  securities  can  be  deliv 
ered.  "That  can  kill  you,"  says  Firs 
Boston's  Davin,  referring  to  the  man 
power  and  hedging  costs. 

Italy  was  last  year's  top-performin 
market,  rising  more  than  100%,  an 
it's  this  year's  biggest  headache 
Three-month  clearing  delays  are  com 
mon.  Milan's  antiquated  clearing  syj 
tem  can't  keep  up  with  th 
flood  of  business. 

"In  some  of  these  smalle 
European  markets  you  get 
manual-type  back-office  envi 
ronment.  You  run  into  th 
kind  of  paperwork  crises  w 
had  in  the  U.S.  in  the  1960s, 
says  Richard  Ketchum,  head  c 
market  regulation  at  the  SEC 
Brokerages  have  apparentl 
been  coming  up  with  nove 
ways  to  encourage  quick  exc 
cution  of  their  Italian  trades 
including  offering  lucrativ 
business  to  cooperative  bank 
and  brokers  in  Italy.  "On 
American  brokerage  sent  a  gu 
to  the  Milan  exchange  with 
satchel  of  lira  notes,  and  h 
went  around  passing  ther 
out,"  says  one  internations 
trader. 

At  least  three  major  Wal 
Street  houses  have  decided  t 
avoid  doing  business  in  Ital 
unless  a  customer  specificall 
requests  it.  They  are  Merri] 
Lynch,  Salomon  Brothers  an 
Morgan  Stanley,  all  big  boosl 
ers  of  international  investing 
"We've  cut  back  in  Italy  and  | 
Spain,  too,"  says  Albei 
Hutwagner,  manager  of  th 
global  support  group  at  Merri! 
Lynch.  "They  have  a  mahan 
mentality,  and  it's  hard  to  ge 
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n  to  conform  to  the  way  we  do 
igs  in  the  U.S." 

aperwork,  telexes,  manpower  and 
takes  can  end  up  costing  broker- 
;  $100  per  foreign  trade,  according 
he  best  guess. 

may  well  be  that  brokerages  have 
i  losing  money  on  some  foreign 
mess,  particularly  the  small  or- 
i.  A  few  brokerages  have  already 
ed  commissions  for  trading  stocks 
:he  most  difficult  foreign  coun- 
>.  As  brokers  figure  out  the  true 
of  doing  foreign  business,  expect 
her  commission  hikes. 
\  lot  of  firms  are  trading  the  heck 
of  foreign  securities,  and  they're 
dng  a  lot  of  money  on  the  top  line, 
that  profit  could  disappear  once 
j  get  a  handle  on  their  back-office 
:s,"  says  First  Boston's  Davin,  who 
ntly  increased  commissions  on 
an  trades. 

rhat's  the  solution?  The  most 
nising  is  a  new  arm  of  the  Nation- 
Securities  Clearing  Corp.  that 
dd  clear  all  foreign  trades  for  U.S. 
cers.  The  infant  institution,  to  be 
need  by  about  20  U.S.  brokerages, 
is  to  link  itself  with  the  London 
:k  Exchange's  clearing  division  by 
fall.  Similar  links  will  be  sought 
i  the  world's  other  major  ex- 
iges.  But  that  will  take  years. 
)me  big  banks  would  be  hurt  by  a 
.  clearinghouse.  It  would  cut  deep- 
nto  fee  income  generated  by  the 
rseas  custody  operations  at  banks 
Citibank,  State  Street  Bank, 
se  Manhattan  Bank  and  Bank  of 
v  York. 

[any  U.S.  brokers  would  love  to 
h  the  whole  clearinghouse  con- 
:.  They  would  like  to  get  all  the 
Id's  stocks  listed  as  American  De- 
tary  Receipts.  That  way  the  re- 
its  could  be  traded  in  the  U.S.,  and 

actual  stock  certificates  would 
er  have  to  leave  their  vaults  in 
;yo,  London,  Milan  or  wherever, 
■e  than  500  companies  can  already 
raded  through  ADRs. 
here's  a  snag,  of  course.  To  qualify 
ADR  status,  foreign  companies 
>t  submit  their  financial  state- 
its  to  SEC  scrutiny,  and  only  the 
est  of  foreign  companies  seem  ea- 
to  incur  that  expense  and  hassle, 
top  of  that,  the  British  are  angling 
ut  a  5%  tax  on  all  U.K.  shares  that 
converted  into  ADRs. 
Whatever  the  solution,  the  people 
Vail  Street's  back  offices  want  it 
,  before  a  scandal  breaks  or  huge 
es  turn  up.  Says  Gerard  P.  Lynch, 
anaging  director  at  Morgan  Stan- 
&.  Co.,  "We  have  to  get  an  interna- 
lal  clearing  system  in  place  before 

thing  explodes."  ■ 


Paying  the  price 


If  investors  want  to  dance  to  an 
international  tune,  they  some- 
times have  to  pay  steep  fees  and 
commissions  to  the  fiddler. 

Look  at  the  options  in  steel.  If 
you  stay  at  home,  you  can  buy 
1,000  shares  of  U.S.  Steel  for  about 
$20,000  plus  a  commission  to  Mer- 
rill Lynch  of  $357,  or  1.78%  of  the 
outlay.  By  contrast,  investing 
$20,000  in  Kawasaki  Steel  of  Japan 
will  cost  you  $1,441  in  commis- 
sions, or  7.2%  of  the  trade.  And 
Merrill  Lynch  has  operations  in  Ja- 
pan. Smaller  brokerages  some- 
times charge  even  more,  ranging  to 
10%  or  more  of  a  purchase. 


On  top  of  that,  think  of  the  cur- 
rency risk.  In  the  past  eight 
months,  of  course,  the  rise  of  the 
yen  against  the  dollar  alone  would 
have  increased  the  value  of  your 
Japanese  investment  by  more  than 
30%.  But  remember  that  sword 
can  cut  the  other  way. 

Then  there's  the  matter  of  get- 
ting timely  information.  "You  can 
make  money  abroad,  yes.  But  un- 
less a  customer  specifically  re- 
quests it,  I  prefer  to  invest  here  in 
the  U.S.  because  it's  easier  to  fol- 
low," says  Peggy  Forbes  (no  rela- 
tion), a  Merrill  Lynch  broker  in 
New  York  City.— E.A.F. 


Jimmy  Goldsmith  demanded  equal  treat- 
ment for  all  Crown  Zellerhach  sharehold- 
ers. But  it  turns  out  that  some  shareholders 
are  more  equal  than  others. 


Hobson's 
choice 


By  Kathleen  K.  Wiegner 
and  John  Heins 


I 


n  the  heat  of  his  battle  to  take 
over  Crown  Zellerbach  Corp.,  Sir 
James  Goldsmith  sent  a  letter  last 
year  to  Crown  promising  not  to  take 
greenmail.  Goldsmith,  the  letter  read, 
would  not  "under  any  circumstances 
whatsoever  sell  any  of  [his]  shares  ex- 
cept pursuant  to  an  offer  made  on 
equal  terms  to  all  shareholders." 

When  the  dust  settled,  Goldsmith 
had  spit  out  a  poison  pill  Crown 
thought  would  prevent  a  takeover, 
seized  control  of  the  board  and  ar- 
ranged the  dismantlement  of  the  116- 
year-old  wood  and  paper  company. 
Now  comes  time  for  an  offer  made  on 
equal  terms  to  all  shareholders.  It 
gives  a  new  meaning  to  equality. 

Under  a  complicated  recapitaliza- 
tion plan  that  takes  320  pages  of  pro- 
spectus to  explain,  the  $3.1  billion 
(1985  sales)  Crown  is  being  split  into 
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two  pots.  One  is  intended  for  con- 
sumption by  the  general  public.  The 
other,  seemingly  more  savory  pot  is 
intended  for  the  private  enjoyment  of 
Goldsmith.  True  to  the  letter  of  his 
word,  Goldsmith  is  giving  everyone 
free  choice  between  the  two.  But 
there  won't  be  too  many  people 
choosing  the  Goldsmith  pot.  That's 
guaranteed  in  advance. 

Pot  I  consists  of  Crown's  pulp  and 
paper  operations,  which  Richmond, 
Va.'s  James  River  Corp.  has  agreed  to 
buy  for  up  to  about  $810  million 
worth  of  James  River  shares. 

Pot  II,  which  will  be  divided  into 
three  spinoff  companies,  is  everything 
else.  It  includes: 

•  Timber.  This  is  the  original  object 
of  Goldsmith's  affections.  Crown 
owns  1.6  million  acres,  plus  cutting 
rights  on  another  300,000  acres.  Value 
of  the  owned  acreage:  potentially  $1 
billion-plus  if  sold  gradually  over  the 
next  five  to  ten  years,  a  present  value 
of  more  like  $500  million  to  $600 
million  after  taxes. 

•  Cash— $90  million. 

•  A  container  business  that  James 
River  has  agreed  to  buy  for  at  least 
$225  million  if  Goldsmith  doesn't  get 
a  higher  offer.  Analysts  say  it  could 
fetch  $300  million. 

•  A  $56  million  (sales)  distributor 
of  computer  supplies,  possibly  worth 
$15  million  or  so. 

•  Leases.  Crown's  lease  on  its  San 
Francisco  headquarters  building  could 
be  auctioned  for  $35  million  or  more, 
aftertax.  One  of  the  three  spinoff  com- 
panies will  also  lease  back  some  oil 
and  gas  wells  that  initially  will  go  to 
James  River,  and  will  have  the  right  to 
buy  those  properties  next  year  for  $25 
million.  The  wells  generated  $15  mil- 
lion in  pretax  income  last  year. 

Goldsmith,  clearly,  is  not  interest- 
ed in  the  contents  of  Pot  I — the  James 
River  common  stock.  People  like  him 
have  no  interest  in  being  minority 
shareholders  in  someone  else's  busi- 
ness. Pot  II  is  more  his  style.  By  con- 
verting his  approximately  43%  of 
Crown's  stock  (including  shares  out- 
standing and  those  convertible  from 
debt)  into  at  least  80%  control  of  Pot 
II,  he  will  walk  away  with  property 
worth  close  to  $1  billion. 

By  contrast,  for  their  57%  of 
Crown,  the  other  investors  will  get 
$810  million  of  James  River  stock. 

Crown's  old  shareholders  are  hardly 
hurting.  They  will  get  roughly  $45  of 
James  River  stock  for  each  Crown 
share.  They've  had  a  decent  gain — 
Crown  was  at  30  in  1 984  before  Gold- 
smith opened  fire — but  they  won't  do 
as  well  as  Goldsmith.  He'll  probably 
get  the  equivalent  of  $65  to  $70  for 


each  of  his  Crown  shares. 

What  if  a  few  public  investors  opt 
for  Pot  II?  The  oversubscribed  pot  will 
be  prorated,  so  that  these  investors 
(and  Goldsmith)  will  have  to  accept 
the  James  River  exchange,  instead,  for 
a  few  of  their  shares. 

But  what  if  not  a  few  but  a  lot  of 
public  investors  go  for  Pot  II?  That 
won't  happen.  The  prospectus  bristles 
with  caveats  for  ordinary  sharehold- 
ers who  might  want  to  join  Gold- 
smith. There  may  not  be  much  of  a 
market  for  the  shares.  One  of  the 
three  spinoff  companies  is  incorporat- 
ed in  the  Cayman  Islands.  Goldsmith 
won't  distribute  financial  informa- 
tion for  the  spinoffs  if  there  are  fewer 
than  300  shareholders — a  threat  that 


may  prove  self-fulfilling. 

But  suppose  the  worst  happens  from 
Goldsmith's  point  of  view.  What  if  a 
horde  of  Crown  shareholders  opt  foi 
Pot  II?  If  Goldsmith  can't  have  his  way 
he  won't  play.  If  more  than  15%  ofnon 
Goldsmith  Crown  shares  are  ex 
changed  for  Pot  II,  the  whole  transac 
tion  is  most  likely  off.  Then  investors 
are  back  where  they  started,  owninj 
shares  in  a  not  very  attractive  company 
that  lost  $  1 .56  a  share  last  year. 

Says  one  of  Goldsmith's  chiel 
henchmen:  "Look,  we  didn't  get  intc 
Crown  Zellerbach  to  do  a  bad  deal.' 
Meaning  Goldsmith  didn't  pay  $42  i 
share  for  Crown  and  go  through  al 
that  hassle  to  end  up  with  $45  worth 
of  James  River  paper.  ■ 


Tom  Spiegel  is  only  40,  but  hes  already 
planning  carefully  for  his  retirement. 

How's  this 
for  an  IRA? 


By  Allan  Sloan 


T|  he  1985  proxy  season  isn't  over 
yet,  but  the  likely  winner  of 
this  year's  highest-paid-execu- 
tive award  has  already  emerged: 
Thomas  Spiegel,  president  of  Colum- 
bia Savings  &  Loan  Association  of 
Beverly  Hills,  missed  by  a  pittance 
hitting  $9  million  in  cash  compensa- 
tion. Columbia  paid  him  $8.96  mil- 
lion last  year:  $960,000  in  salary,  a  $3 
million  bonus,  plus  $5  million  for  his 
retirement  account.  You  can't  start 
working  on  retirement  too  early:  Spie- 
gel is  already  40  years  old. 

Columbia  had  an  astonishing  year 
in  1985 — earnings  of  $122  million, 
from  $44  million  in  1984;  the  stock  at 
a  recent  32,  from  7'A  at  year-end 
1984 — because  of  Spiegel's  adroit  ma- 
neuvers in  mortgage-backed  securi- 
ties and  the  low-grade  bond  markets. 
He  certainly  saw  to  it  that  his  own 
contribution  to  this  record  would  not 
go  unrewarded:  At  $8.96  million, 
Spiegel's  cash  compensation  is  up 
384%  from  his  $1.85  million  in  1984, 
while  Columbia  Savings  &  Loan's 
profits  are  up  177%. 


Spiegel  attributes  his  good  luck  t( 
historical  happenstance.  "My  com 
pensation  was  based  on  a  formula  se 
by  the  board,"  Spiegel  said.  "Whei 
the  formula  was  set  in  early  1985,  n< 
one  foresaw  that  Columbia  wouk 
make  $200  million  pretax  before  em 
ployee  bonuses." 

The  $8.96  million  doesn't  includ< 
the  stock  options  (307,500  shares  a 
an  average  exercise  price  of  $20.37 
Columbia  granted  Spiegel  last  year,  o: 
any  of  his  noncash  compensation. 

If  the  Spiegel  family  seems  to  b< 
treating  publicly  traded  Columbi. 
like  a  private  fiefdom,  it's  because  it  i! 
one;  The  family  controls  some  12.< 
million  shares,  53%  of  the  company 
on  a  fully  diluted  basis.  To  keep  con 
trol  in  the  family,  Columbia — with 
out  a  shareholder  vote — has  decidec 
to  issue  preferred  stock  that  woulc 
allow  the  family  to  keep  voting  con 
trol  even  if  it  sells  large  blocks  o 
common  shares. 

So  put  Tom  Spiegel  down  for  jusi 
short  of  $9  million  in  cash  compensa 
tion.  Do  we  hear  of  anyone  gettinj 
paid  $10  million?  If  not,  it  looks  lik< 
Thomas  Spiegel  gets  the  prize.  ■ 
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akasone  embraces  Reagan,  and  the  yen  is 
?ading  in  the  right  direction— for  us.  But 
will  take  more  than  currency  shifts  and 
?stures  of  cooperation  to  bring  fapanese- 
S.  trade  into  balance. 


Hold  the 
champagne 


By  Norman  Gall 


uo  Kanaya,  a  leading  Japanese  button  exporter 
tw  well  concentrate  on  the  domestic  market. 


With  the  dollar  at  175  yen, 
as  against  260  yen  to  the  dol- 
lar a  year  ago,  U.S.  business- 
men are  in  the  best  position  in  de- 
cades to  compete  with  the  Japanese. 
The  rising  yen  increases  the  costs,  in 
international  terms,  of  producing  in 
Japan,,  at  least  partly  offsetting  the 
boon  of  lower  oil  prices.  With  the  yen 
at  175,  some  estimates  put  the  annual 
disposable  income  of  a  typical  Japa- 
nese factory  worker  near  $25,000, 
more  than  either  U.S.  or  West  Ger- 
man workers  earn. 

Now  comes  Prime  Minister  Yasu- 
hiro  Nakasone  to  Washington,  em- 
bracing Ronald  Reagan  and  declaring 
with  all  sincerity  that  the  Japanese 
people  intend  to  mend  their  thrifty 
ways  and  henceforth  provide  a  more 
hospitable  market  for  foreign  goods. 
Hallelujah. 

Well,  maybe,  but  let's  not  break  out 
the  champagne.  Kiichi  Watanabe,  for- 
merly vice  minister  of  finance  and 
now  president  of  the  government- 
backed  Japan  Center  for  International 
Finance,  points  out  that  currency  re- 
valuation may  solve  one  problem 
only  to  create  another.  While  it  will 
cut  the  trade  deficit,  it  will  also  re- 
duce the  flow  of  Japanese  money  into 
U.S.  government  bonds.  Says  he: 
"When  Japan's  overall  trade  surplus  is 
cut  to  $20  billion  to  $25  billion  [from 
$56  billion  last  year],  then  the  U.S. 
will  have  to  increase  its  savings  and 
raise  funds  in  its  own  market."  He 
adds  that,  with  less  Japanese  money 
to  fund  the  U.S.  federal  deficit,  U.S. 
interest  rates  will  probably  rise. 
"America,"  warns  Watanabe,  "must 
choose  between  Japanese  capital 
flows  and  a  high  yen." 

There  is  a  close  connection  be- 
tween U.S.  borrowing  abroad  and  the 
U.S.'  horrendous  trade  gap  with  Ja- 
pan. Go  back  to  1982-84,  when  the 
Reagan  Administration  stimulated 
the  economy  with  tax  cuts  and  heavy 
defense  spending,  while  the  Fed,  wor- 
ried about  financing  the  stimulation 
and  about  the  inflationary  under- 
tones, kept  real  interest  rates  high. 
The  stimulus  to  the  U.S.  economy 
from  deficit  financing  occurred  at  the 
very  time  other  nations,  especially  Ja- 
pan, were  curbing  their  own  econo- 
mies. What  followed  was  right  out  of 
an  Economics  101  textbook:  Unable 
to  sell  everything  they  could  make  at 
home,  the  foreigners  stepped  up  ex- 
ports to  the  U.S.  economy. 

This  was  a  boon  for  Japan  especial- 
ly. Says  a  Treasury  official  with  years 
of  international  experience:  "With 
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the  economic  growth  from  the  big  rise 
in  exports  to  the  U.S.,  Japan  in  the 
1980s  was  able  to  cut  its  big  govern- 
ment deficits  painlessly."  Japan  cut 
its  national  and  local  government  def- 
icits from  4.7%  of  GNP  in  1979  to 
1.7%  in  1985.  Meanwhile,  the  U.S. 
moved  from  a  0.6%  surplus  in  1979  to 
a  4.5%  deficit  last  year. 

The  Japanese  became  the  equiva- 
lent of  General  Motors  and  Citibank 
rolled  into  one.  They  sell  us  Toyotas 
and  Panasonics  and  reinvest  the  prof- 
its in  U.S.  financial  assets,  thus  in 
effect  helping  to  finance  U.S.  con- 
sumption of  Japanese  goods.  The  capi- 
tal outflows  from  Japan  to  the  U.S. 
were  accelerated  after  Reagan  visited 
Tokyo  in  November  1983.  They  were 
further  accelerated  when  the  U.S. 
Congress  ended  withholding  tax  on 
interest  payments  to  foreign  inves- 
tors. That  brought  in  more  yen, 
helped  push  the  dollar  above  260  yen 
by  early  last  year  and  led  to  bigger 
trade  deficits  and  larger  borrowings 
from  Japan. 

But  it  was  only  a  question  of  time 
before  the  Japanese  would  begin  to 
question  the  wisdom  of  trading  VCRs 
for  Treasury  paper.  So  the  five  big 
industrial  powers  decided  to  coordi- 
nate their  central  bank  policies:  G-5 
was  born.  "The  dollar  devaluation 
since  then  has  been  enormously  suc- 
cessful in  that  it  has  stopped  further 
deterioration,"  says  C.  Fred  Bergsten, 
director  of  Washington,  D.C.'s  Insti- 
tute for  International  Economics. 

But,  as  we  said,  don't  pop  the  cork 
yet.  Bergsten  continues:  "The  dollar 
must  fall  by  another  10%  just  to  move 
the  overall  trade  deficit  below  $100 
billion."  Bergsten  is  by  no  means  an 
extremist:  Many  economists  think 
that  by  1990  the  yen  will  have  to 
reach  the  100-to-130  range  if  the  trade 
gap  is  to  be  entirely  eliminated. 

That  magnitude  of  revaluation  is 
probably  beyond  the  abilities  of  G-5's 
interventionists.  It  can  be  accom- 
plished only  if  the  Japanese  stop  buy- 
ing dollars  to  invest  in  the  U.S.  If  that 
were  to  happen,  the  dollar  would  of  its 
own  accord  slide  against  the  yen. 

Trouble  is,  the  Japanese  save  at 
least  half  again  as  high  a  proportion  of 
their  income  as  most  other  people. 
Japan's  postal  savings  system,  created 
in  1875,  is  the  world's  largest  savings 
institution.  It  alone  bursts  with  over 
$500  billion  in  savings,  mainly  from 
individuals. 

There  is  a  tremendous  bias  toward 
saving  built  into  the  Japanese  tax  sys- 
tem. Just  as  the  U.S.  tax  system  penal- 
izes saving,  the  Japanese  system  en- 
courages it.  Listen  to  Hiromitsu  Ishi, 
a  public  finance  specialist  at  Tokyo's 


Hitotsubashi  University:  "The  [Japa- 
nese] law  allows  you  tax-free  interest 
on  your  first  3  million  yen  ($17,000) 
deposit  in  a  savings  account.  But 
who's  going  to  stop  you  from  opening 
several,  under  different  names  or  at 
different  branches?  There  are  23,000 
post  offices  all  over  Japan.  Tax  inspec- 
tors can  get  at  private  bank  savings 
accounts,  but  it's  almost  impossible 
for  them  to  gain  access  to  the  post 
office  system,  so  lots  of  black  money 
flows  to  postal  savings." 

For  this  and  other  reasons,  the  Japa- 
nese are  as  addicted  to  saving  as  we  are 
to  spending,  and  ship  much  of  their 
savings  overseas.  By  1990  Japan's  net 
foreign  assets  could  easily  hit  $400 
billion  or  $500  billion.  The  Nomura 
Research  Institute  warns  that  "Japan 
will  become  the  world's  largest  credi- 
tor country  and  on  a  scale  that  no  other 
country  has  ever  attained." 

The  combination  of  strong  yen  and 
falling  dollar  price  of  oil  will  simply 
hasten  this  process.  In  1981  Japan  paid 
as  much  as  7,500  yen  per  barrel  of  oil. 
Today  it's  only  2, 100  yen  per  barrel  at 
spot-market  prices,  and  conservation 
has  cut  oil  consumption.  In  yen  terms, 
Japan's  oil  bill  should  be  roughly  60% 
less  this  year  than  in  1985,  providing 
more  money  for  the  savings  pool — 
which  is  already  growing  faster  than  in 
other  industrial  countries.  A  Sorcer- 
er's Apprentice  in  banker's  garb. 

In  a  consumption-mad  world,  this 
obsessive  frugality  is  antisocial.  Sec- 
retary of  State  George  Shultz,  himself 
an  economist,  explained  why:  "The 
excess  of  production  over  private  and 
public  consumption  [in  Japan]  is  not 
being  used  in  domestic  investment.  It 
therefore  appears  as  net  exports.  Or, 
to  put  it  another  way,  under  current 
conditions  Japan  relies  on  a  large  ex- 
cess of  exports  over  imports  to  main- 
tain full  employment." 

Last  summer  the  Reagan  Adminis- 
tration discussed  with  the  Japanese 
government  a  series  of  recommenda- 
tions that  included  changing  tax  laws 
to  encourage  consumer  spending  and 
discourage  savings,  channeling  postal 
savings  capital  into  low-interest 
housing  loans  and  consumer  and  im- 
port credits,  and  changing  laws  pro- 
tecting the  tiny  retail  outlets  that  clog 
the  Japanese  distribution  system.  A 
Japanese  newspaper  called  the  recom- 
mendations a  "structural  reform  plan 
for  Japanese  society." 

As  usually  happens,  Prime  Minister 
Nakasone  set  up  a  committee  to  pon- 
der the  U.S.  proposals.  He  took  the 
committee's  recommendations  with 
him  to  Washington  in  mid- April.  Na- 
kasone told  Reagan  that  Japan  was 
going  to  become  more  spendthrift, 


but  the  knowledgeable  London  Finar 
cial  Times  called  the  report  main! 
"woolly  and  old  hat." 

Shultz  probably  wasn't  surprisei 
As  he  warned  a  Princeton  audienc 
last  year:  "The  needed  decisions  a: 
more  difficult  for  Japan  political] 
than  economically." 

As  anyone  who  has  visited  Japa 
can  attest,  there  is  ample  scope  for  tr. 
government  to  spend  its  trade  su 
pluses  and  foreign  dividends  at  hom 
Roads  are  narrow  and  twisting.  Muc 
of  the  housing  is  cramped,  flimsy  an 
unattractive. 


42 


FORBES,  MAY  5,  198( 


Vhy  aren't  the  Japanese  indulging 
mselves  more  and  thus  giving 
ir  trading  partners  an  easier  time? 
;re  is  sound  logic  behind  their 
ming  illogic.  The  Japanese  face  a 
nographic  problem  of  epic  propor- 
is — a  problem  little  recognized  by 
se  who  wag  their  fingers  at  them, 
lie  the  whole  population  is  expect- 
to  grow  by  only  0.4%  yearly  over 
next  decade,  the  number  of  people 
:r  age  60  is  increasing  by  3.3%  year- 
The  result:  While  the  Japanese 
ce  the  1920s  have  been  the  youn- 
t  population  of  any  industrial 


country,  by  the  year  2015  they  will 
surpass  the  nations  of  northern  Eu- 
rope (save  Switzerland)  to  become  the 
oldest.  The  U.S.,  on  the  other  hand, 
again  will  have  the  youngest  popula- 
tion among  rich  countries. 

It  is  difficult  to  exaggerate  the  eco- 
nomic and  psychological  importance 
of  this  demographic  shift.  A  1985 
white  paper  by  Japan's  Economic 
Planning  Agency  predicts  that  this  ag- 
ing process  will  curtail  Japan's  cur- 
rent account  surpluses  and  capital  ex- 
ports by  2000,  because  of  lower  sav- 
ings and  the  public  finance  burden  of 


supporting  fast-growing  numbers  of 
unproductive  consumers. 

As  a  share  of  national  income,  Ja- 
pan's present  burden  of  social  security 
contributions  (9.4%  in  1980)  is  slightly 
less  than  in  the  U.S.  But  by  2000, 
according  to  the  Organization  for  Eco- 
nomic Cooperation  &  Development, 
Japan's  social  security  burden  will  rise 
to  14%  or  15%.  This  will  mean  lower 
savings  and  higher  levels  of  public 
spending,  mainly  on  social  welfare. 

Gone,  too,  will  be  the  advantages  of 
a  young  and  vigorous  labor  force.  Like 
Detroit's,  Japan's  auto  factories  will 


Sonia  Katchian/Phoio  Shuttle:  Japan 


ide  a  desirable  Tokyo  apartment 

neyfoT  consumer  durables,  but  where  to  put  them? 
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The  managed  yen 


Back  in  the  1930s  Japan's  brilliant  finance  minis- 
ter, Korekiyo  Takahashi,  known  as  "the  Keynes 
of  Japan,"  used  deficit-spending  and  a  40%  devalua- 
tion to  triple  exports  (in  yen  terms).  He  thus  earned 
Japan  the  foreign  exchange  it  needed  to  survive.  In 
1936,  as  he  tried  to  curtail  military 
spending  to  rein  in  the  inflationary 
thrust  of  his  policies,  Takahashi 
was  murdered,  at  age  82,  by  fanati- 
cal junior  army  officers. 

In  1949  General  MacArthur's 
staff  decided  to  set  the  yen  at  a  very 
cheap  360  to  the  dollar — as  against 
a  prewar  2.50.  This  more  than  100- 
fold  devaluation  was  based  less  on 
economics  than  on  politics.  "We 
wanted  the  Japanese  to  be  able  to 
export,"  recalls  Tristan  E.  Beplat, 
who  then  was  in  charge  of  money 
and  banking  for  the  occupation 
forces  and  later  ran  Asian  opera- 
tions for  Manufacturers  Hanover 
for  25  years.  "We  wanted  them  on 
our  side  politically.  We  figured 
that  90%  of  Japanese  exports  could 
sell  at  a  300  exchange  rate,  even 
though  some  were  profitable  at 
200.  But  we  didn't  want  to  be 
wrong  on  such  an  important  mat- 
ter. So  the  rate  was  finally  set  at 


Yen  setter  Tristan  Beplat 
"We  wanted  them  on  our  side 


360."  The  U.S.  did  more  to  set  the  Japanese  export 
machine  roaring  than  provide  an  undervalued  curren- 
cy. Beplat  recalls:  "Back  in  1947,  to  get  exports  start- 
ed, we  arranged  a  bank  credit  for  buying  cotton  in 
California  and  sent  trade  missions  to  the  Philippines, 
Indonesia  and  Brazil  to  round  up 
other  raw  materials." 

The  program  worked  so  well  that 
Japanese  exports  rose  from  $1  bil- 
lion in  1950  to  $24  billion  by  1971, 
the  year  Richard  Nixon  ended  the 
postwar  system  of  fixed  exchange 
rates.  The  Nixon  Shock  came  from 
U.S.  alarm  at  its  first  trade  deficit 
since  1893  and  anger  at  Japan's  re- 
fusal to  revalue  the  yen. 

Japanese  leaders  are  talking 
again  of  a  possible  currency  re- 
form, perhaps  this  year,  the  60th 
anniversary  of  Emperor  Hirohito's 
reign.  The  reform  would  remove 
two  zeros  from  the  yen  and  make  a 
dollar  worth  1.80  yen  instead  of 
180,  closer  in  nominal  value  to  the 
prewar  yen  and  to  today's  Swiss 
franc.  Not  coincidentally,  making 
yen  look  less  cheap  might  ease 
pressure  from  abroad  for  yet  anoth- 
er upward  revaluation,  which  the 
Japanese  fear. — N.G. 


soon  be  manned  by  middle-aged 
workers.  So  it  is  hardly  surprising  that 
the  Japanese  want  to  save,  as  it  were, 
for  a  rainy  day. 

Japan  could  invest  more  of  its  sav- 
ings in  domestic  businesses.  Perverse- 
ly, however,  the  rising  yen  works 
against  that. 

Throughout  the  postwar  era,  Ja- 
pan's traditional  industries — export- 
ing everything  from  pins  and  needles 
to  bicycles  and  flatware — were  able  to 
survive  because  the  yen  was  pegged  at 
the  artificially  low  rate  of  360  for  two 
decades  and  since  then  seldom  had 
risen  above  220  (see  box).  With  the  yen 
at  175,  many  small  businesses  will 
either  die  or  leave.  A  nation  where  the 
industrial  sector  faces  shrinkage  is 
hardly  a  country  that  needs  additional 
investment.  James  C.  Abegglen,  re- 
spected authority  on  Japanese  busi- 
ness, says:  "Until  now,  the  low  value 
of  the  yen  was  an  implicit  export  sub- 
sidy. This  bonanza  is  now  over."  It  is 
certainly  over  for  Teruo  Kanaya. 

"I  got  a  telex  from  America  this 
morning  asking  for  a  20%  discount 
because  of  the  high  yen,"  says  gray- 
haired  Kanaya  when  we  visit  him  in 
Tanabe,  an  old  castle-city  and  fish- 
ing port  (pop.  72,000)  on  the  south- 
ern tip  of  Honshu  island.  Since  the 


1880s  Tanabe  has  been  a  center  for 
making  buttons,  of  which  Japan  is 
the  world's  leading  exporter,  and 
Kanaya  is  the  biggest  buttonmaker 
in  town.  He  continues: 

"After  I  heard  about  the  1971  Nixon 
Shock  [which  dropped  the  dollar 
sharply  against  the  yen],  I  got  on  a 
plane  for  America  to  talk  with  my 
customers  about  billing  my  ship- 
ments in  yen  instead  of  dollars.  We 
worked  out  a  50/50  deal  for  the  cost  to 
us  of  dollar  devaluation  to  be  shared 
equally  between  supplier  and  custom- 
er. However,  now  we  can't  absorb  any 
more  of  this  cost.  We're  lucky  that  the 
price  in  Japan  is  40%  higher  than  the 
export  price.  From  now  on  we'll  con- 
centrate on  the  domestic  market." 

Japan's  once-proud  steelmen  sing  a 
similar  song.  "In  [the  late  1970s]  we 
could  raise  prices  because  there  was 
world  inflation  and  world  trade  was 
expanding  fast,"  Nippon  Steel  Chair- 
man Eishiro  Saito  told  Forbes.  "To- 
day we  can't  raise  prices  because  there 
is  stagnating  world  trade,  disinflation, 
export  restrictions  and  competition 
from  Brazil  and  Korea." 

Cars?  Says  James  Abegglen:  "With 
the  yen  at  1 80,  only  Toyota  and  may- 
be Honda  can  make  money  on  car 
exports.  Now  we  will  see  a  big  shake- 


out  of  the  Japanese  auto  industry,  un- 
less the  U.S.  big  three  exploit  the  high 
yen  to  raise  prices  instead  of  regaining 
market  share." 

Electronics?  It  fell  into  a  slump  in 
1985,  even  before  it  was  hit  by  the 
high  yen.  "The  consumer  and  indus- 
trial electronics  booms  had  coincided, 
with  frantic  additions  to  capacity, 
double-ordering  and  great  euphoria," 
says  Michael  Connors,  an  analyst 
who  watches  the  electronics  industry. 
"But  now  the  two  booms  are  collaps- 
ing together.  Japanese  VTR  [videotape 
recorders]  makers  were  earning  40% 
pretax  margins  on  exports  in  1981-82, 
but  now  they're  earning  nothing. 
Competition  is  so  fierce  among  them 
that  they're  afraid  to  raise  prices,  and 
there's  no  new  mass  consumer  prod- 
uct in  sight  to  replace  the  VTR." 

When  Japanese  businessmen  do  in- 
vest, they  are  increasingly  doing  so 
abroad,  where  costs  are  lower — Mar- 
ysville,  Ohio,  for  example.  "We  set  up 
a  joint-venture  factory  outside  Barce- 
lona," says  buttonmaker  Kanaya. 
"Spaniards  are  very  hard  workers. 
Their  wages  are  half  what  we  pay  in 
Japan.  And  the  price  of  factory  land  is 
only  one-fiftieth  as  much." 

By  running  a  huge  federal  deficit, 
the  U.S.  is,  in  effect,  providing  what 
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FOCRFQ   MAYS    1  QRfi 


¥>u  woukWt  mail  a  business 
letter  that  looks  like  this. 


LA^gRPROjNC 

701  Fourth  Ai^u<«S(^.Minne^i 


^October  1,  1985 

Mr.  Robert  ^Barrie 
Prezident 

Barrie,  Lescarbeau  &  Hanft 
2121  Computer  %Mi  Drive 

ieapolisf  Minnesota  55403 


HHiBiiHHBHiMiVVMMiH 

Dear  (SBob,  £C7vipAn*i  & 

I  have  recently  been^j^ai.  reading  V  about  your  »empaft*e«-^e" 
advances  in  the  ^production  of  laser  driven  polydrives .   iM*        "  ore- 
leap  forward  for  the  entire  indust£p,     especially  with  increasing  pre 
ssure  tt<t>  from  overseas  suppgi^l  ieier  s . 

I  am  also/^^Sfal  in  your  new  practice  because  here  a VjaserPro ,  Inc 
we  have  devefeed  a  ifi     III  new  fusing  system  that  may  be  cQ  M 
to  yoAlon  your  manufacturing  line.  ^  y 


use 


It  works  like  this.  -  As  your  lenses  move  along  the  line,  our  ^ase*ST- 

focuses  on  the  peripheral  points-befere---  before         they  are  scored, 

saving  UlliUlilU  more  than  10%  in  energy  costs  and  25%  in  ma- 
terials^jlZ^ . 

ttlWUIltlt 

Irfestima^te,  for  a  busines  your  size*,  that  could  mean  as  0/  much  as 
$200,0-00    a  /"ear. 

If  you're  interested  in  ^^PfRg  this  ^system  work  in  action,  we'd  like 

T^ny^^SPy^SrFpai  tlrTrs  to  one  of  t  14  lM  i*  r*t)VM)  our  systems 
al^qady   in  place   for  a  first  hand  look. 

On  a  personal  note.  Beth  V^ndecreek  says  16<i4<it/l  hi.  Says  she  went  to 
the  high  sflchool  #«Sm  prom  with  yoylu/  back  in  ^64. 

Hope  to  talk^  to  yc^soon.  And  pardon  my  taping. 


y?w'i?/Y?w/Yn)}yi// 

K.     Randolph  Berigan 


make  long  distance 
s  that  sound  like  it? 

In  this  new  age  of  business  communications, 
clear  and  error-free  long  distance  calls  are  just  as 
critical  as  clear  and  error-free  letters. 
Perhaps  even  more  so. 

Which  makes  it  more  important  than  ever  to 
consider  ALLNET*  Business  Long  Distance.  Here's  why 

Our  recent  merger  with  MAX*  Long  Distance 
has  made  us  the  fourth  largest  long  distance  company 
in  the  country 

But  more  importantly  it  has  given  us 
the  resources,  financial  and  otherwise,  to  develop  a 
modern,  quiet,  reliable  long  distance  network. 
And  the  necessary  customer  and  technical  service 
organization  to  keep  it  that  way 

In  fact,  the  same  quality  commitment  you 
expect  from  AT&T.  But  at  rates  you'd  pay  MCI  or  Sprint. 

So  if  you've  always  thought  there  are  only 
two  kinds  of  long  distance,  sloppy  or  expensive,  call 
our  toll  free  number.  Or  mail  the  coupon. 

ALLNET  Business  Long  Distance.  Bargain  rates. 
Not  bargain  service. 

[Call  1-800-982-8888  for  a  clear  connection^ 

I  □  Tell  me  more  about  the  new  ALI.NET  Business  Long  Distance.  I 
I  □  ALLNET  TYavel  Access  Service.    □  ALLNET  WATS  Services.  I 

1  Mail  to:  ALLNET  Business  Long  Distance,  P.O.  Box  7217.  Chicago.  IL  60680- 7217. 


Name 


looks  like  an  ideal,  risk-free  invest- 
ment for  Japan's  surplus  saving.  But 
the  cost  is  heavy  for  the  U.S.,  both  in 
American  jobs  lost  to  an  overvalued 
dollar  and  in  a  growing  burden  of  in- 
terest payments  to  foreign  creditors. 

Students  of  Japan's  rich  economic 
history  will  recall  that  the  Osaka  rice 
merchants  in  17th-century  Japan  fi- 
nanced the  sumptuous  lifestyles  of 
the  daimyos  (feudal  lords),  residing  in 
Tokyo.  When  the  lifestyles  grew  too 


profligate,  the  merchants  wound  up 
with  liens  on  the  daimyos'  tax  income. 
The  analogy  is  not,  of  course,  precise: 
Today,  whatever  hurts  the  U.S.  econ- 
omy also  hurts  Japan.  Nonetheless, 
the  risks  attached  to  financing  our 
federal  and  trade  deficits  with  other 
countries'  capital  has  become  obvi- 
ous. Hence  G-5. 

"In  the  future,  the  U.S.  govern- 
ment, beholden  to  overseas  creditors, 
will  become  like  Brazil — always  wor- 


rying about  rolling  over  its  foreij 
debt  and  its  creditors'  reactions  whc 
it  makes  policy,"  says  a  knowledg 
able  Treasury  official. 

Put  it  this  way:  The  rising  yen  w: 
no  doubt  reduce  the  U.S.  trade  del 
cit  and  Japan's  trade  surpluses.  Bi 
keeping  the  yen  high  and  rising  wi 
depend  on  cutting,  and  soon,  tl 
U.S.  domestic  deficits.  The  U.S. -J 
pan  economic  confrontation  is  f 
from  over.  ■ 


Utility  stocks  were  once  mainly  a  refuge  for 
timid  money.  Its  time  to  look  again. 


High-voltage 
action 


By  Barry  Stavro 

In  an  age  of  billion-dollar  deals, 
last  month's  proposed  $376  mil- 
lion leveraged  buyout  of  Alamito 
Co.,  a  Tucson-based  electricity 
wholesaler,  was  modest  stuff.  But  it 
was  also  the  latest  signal  of  the  re- 
markable changes  sweeping  through 
the  electric  utility  industry.  Even  five 


years  ago  power  companies  produced 
electricity  for  their  customers  and 
dividends  for  their  shareholders,  and 
that  was  about  it.  State  regulators 
worried  mainly  about  keeping  the 
lights  on  and  rate  increases  within 
reason. 

Utility  stocks  were  primarily  for 
old  folks  who  needed  income  or  for 
money  managers  looking  for  a  park- 


ing place  between  hot  stocks. 

But  times  change,  sometimes  a 
most  imperceptibly.  Many  electr 
utilities  have  emerged  from  the  la 
decade's  building  binge  with  exce 
capacity  and  an  enviable  flow  of  cas 
Now  creative  utility  executives  a 
looking  for  imaginative  ways  to  u 
their  cash,  not  only  to  maximize  vj 
ue  for  shareholders,  but  also  to  fei 
off  the  aggressive  Wall  Street  typ 
who  can  sniff  mergers,  acquisitioi 
and  fat  fees  in  the  wind. 

Listen  to  Martin  Whitman,  one 
Wall  Street's  acutest  sniffers  of  hi 
den  value:  "Alamito  is  a  watershi 
deal,  no  question.  Utilities,  with  the 
excess  capacity,  for  the  first  time 
our  lifetime  have  become  cash  gene 
ators.  All  utilities  at  rock  botto 
have  stable  earnings  power.  That 
the  stuff  LBOs  are  made  of.  One-thi 
of  the  [utilities]  I  looked  at,  I  cou 
mostly  finance  an  LBO  at  today's  ra 
by  cash  flow." 

Whitman,  of  course,  is  not  the  on 
one  impressed  with  the  utilities'  pro 
pects  these  days.  Goldman,  Sachs  a 
alyst  Ernest  Liu,  for  one,  figures  25' 
of  the  nation's  utilities  can  alreac 
cover  their  construction  needs  wii 
internal  cash  flow;  he  expects  90% 


v!'A\'s."'.i3 
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As  employees  grow  more  gray 

so  does  the  issue  of  who 
M  pay  for  their  future  health  care. 


wly  but  surely,  America  is  growing 
tod  as  our  workforce  also  grows  older, 
ue  of  who  will  pay  for  an  employee's 
care  needs  after  retirement  becomes 
:omplex. 

ividual  savings  are  seldom  enough, 
lment  programs  like  Social  Security, 
ire  and  Medicaid  are  already  strained, 
ccording  to  some  estimates,  com- 
who  have  health  care  benefit  plans  for 
s  are  currently  facing  up  to  2  trillion 
;  in  unfunded  future  liabilities, 
arly  new  ideas  are  needed  for  solving 
nplex  issue  of  health  care  for  retirees. 
\IWNL  Group,  we're  working  on  a 


solution.  It's  a  program  called  LifeScope?"  It's 
designed  to  provide  health  and  financial 
security  for  a  person's  working  and  retirement 
years  by  sharing  financial  responsibility 
among  participating  individuals,  employers 
and  health  care  providers. 

LifeScope8"  will  be  implemented  through 
traditional  employee  benefit  channels.  But  its 
comprehensive  approach  to  retirement  care 
is  unequalled  in  the  history  of  employee 
benefits. 

Obviously  for  an  idea  of  this  magnitude  to 
succeed,  it  will  require  the  help  of  govern- 
ment legislation,  the  participation  of  health 
care  providers  and  the  support  of  business  in 


making  LifeScope8"  available  to  employees. 

NWNL  Group  invites  each  of  these  institu- 
tions to  join  us  in  shaping  our  plan.  Contact 
Ginny  Patrick,  NWNL  Group,  Box  20,  Min- 
neapolis, MN  55440  or  call  612-372-5784  for 
a  detailed  report  on  the  problem  and  how 
we  can  solve  it  together. 

Quite  obviously,  our  task  is  enormous. 
But  so  is  the  need. 


THE  EWER  THINGS  CHANGE, 
THE  MORE  YOU  NEED  NWNL! 

till  NWNL  GROUP 


A  division  of  Northwestern  National  Ijfe  Insurance  Gimpany,  Minneapolis.  MN  (not  admitted  in  the  State  of  New  York)  Hie  North  Atlantic  Life  Insurance  Company  oi  America,  Jericho,  NY  (A  member  of  the  NWNI.  Companies) 


them  will  be  able  to  by  1990.  One 
extreme  example  is  Minnesota  Power 
&  Light  ($430  million  sales).  Liu  says 
MPL's  capital  expenditures  will 
amount  to  $2.52  per  share  this  yeai, 
and  even  after  paying  dividends  the 
utility  will  still  have  $4  per  share  cash 
flow  in  excess  of  what  is  needed  in  the 
business. 

Buying  a  utility,  of  course,  isn't 
quite  the  same  as  taking  over  an  air- 
line or  a  soft  drink  company.  Al- 
though the  usually  permissive  Federal 
Energy  Regulatory  Commission  regu- 
lates the  pricing  of  wholesale  electric- 
ity, most  individual  power  companies 
still  get  the  majority  of  their  business 
from  retail  sales  in  their  basic  territo- 
ry, and  so  come  under  the  thumb  of 


state  regulatory  commissions.  And 
about  a  dozen  states,  including  Wis- 
consin, Connecticut,  Illinois  and  Cal- 
ifornia, have  passed  legislation  pre- 
venting anyone  from  acquiring  a  large 
stake  in  a  utility  without  the  state 
public  service  commission's  okay. 
(That  was  one  of  Alamito's  attrac- 
tions: As  one  of  the  few  independent 
wholesalers  in  the  nation,  it  was  regu- 
lated by  the  FERC  instead  of  Arizona.) 

What  Street-smart  investors  recog- 
nize, so  do  some  smart  regulators.  "If  I 
saw  a  wheeler-dealer  coming  and  all 
of  a  sudden  the  capital  structure  of  the 
utility  started  changing  and  debt/ 
equity  ratios  started  shifting,  I'd  have 
some  real  heaitbum,"  says  Gerald 
Gunter,  a  Florida  PSC  member. 

All  of  which  suggests  that  the  folks 
who  move  in  on  utility  companies 
will  need  more  finesse  than  the  Carl 
Icahns,  Boone  Pickenses  and  Ivan 
Boeskys  seem  to  possess.  But  there  are 
probably  several  ways  for  dealsters  to 
move  in  on  this  industry.  The  trick 
will  be  for  the  sharks  to  avoid  fright- 


ening the  minnows.  John  Kuhns,  one 
of  the  lead  investors  in  the  Alamito 
deal,  suggests  sharing  some  of  the 
bounty  from  a  utility  buyout  with 
ratepayers,  perhaps  by  guaranteeing  a 
rate  cap  or,  even  better,  a  rate  cut.  "If 
that  happens,  you  will  see  the  flood- 
gates open,"  Kuhns  says.  Another 
way  to  reassure  the  states  would  be  to 
make  sure  that  any  utility  deal  isn't 
so  highly  leveraged  that  it  would  jeop- 
ardize service  or  the  company  itself. 
In  that  case,  says  Philip  O'Connor, 
ex-chairman  of  the  Illinois  Com- 
merce Commission,  which  regulates 
utilities,  a  deal  could  be  approved. 
"There's  no  question  but  there  will  be 
ownership  and  capital  changes  in  the 
electric  utility  business,"  he  says. 


Who  are  the  likeliest  candidates? 
The  cash-rich,  naturally,  and  those 
who  have  low-cost  power.  But  the  in- 
dustry's weak  sisters  might  also  be 
tempting.  Another  key  to  the  indus- 
try is  price-to-cash-flow  ratios  (see  ta- 
ble above). 

In  one  sense,  utility  stocks  are 
scarcely  cheap  today.  Surging  cash 
flow  and  a  feeling  that  the  worst  of 
the  nuclear  power  plant  problems  are 
over  have  already  helped  the  S&P's 
utility  index  outperform  the  S&P's 
400  by  9%  over  the  past  two  years. 

But  some  of  the  stocks  are  still  sta- 
tistically cheap,  and  these  are  among 
the  ones  most  likely  to  attract  take- 
over attention.  That  is  what  happened 
in  Ohio,  for  example,  with  the  friend- 
ly stock  merger  between  Cleveland 
Electric  Illuminating  Co.  and  the 
smaller,  troubled  Toledo  Edison  Co. 
They  shared  investments  in  several 
nuclear  plants,  but  Toledo  still 
couldn't  fend  off  a  cash  crunch.  Since 
Toledo  was  selling  at  only  about  80% 
of  book  value,  CEI  offered  a  deal  that 


basically  bumped  Toledo's  shares  i 
to  book  value  and  so  kept  regulato: 
and  shareholders  happy.  CEI  pickc 
up  new  sales  territory,  transmissic 
lines  and  the  chance  to  save  some  $S 
million  a  year  in  costs. 

If  the  Cleveland-Toledo  deal  pai 
off,  other,  similar  mergers  may  be  i 
the  offing.  "A  lot  of  people  are  lookir 
at  how  successful  we  will  be,"  sai 
CEI  Chairman  Robert  Ginn.  Stati 
such  as  Maine,  Iowa,  Indiana  ar 
New  York  all  have  small  or  troubh 
utilities  that  would  probably  benef 
by  merging  with  others. 

These  things  are  contagious.  Mai 
agements  wanting  to  retain  the 
perks  and  their  jobs  realize  that  mas 
mizing  shareholder  value  is  an  effe 
tive  antitakeover  defense.  That  h, 
led  to  diversification  and  financii 
gimmicks  previously  unheard  of  : 
the  industry. 

Last  fall,  for  instance,  the  FI 
Group,  parent  company  for  Flori< 
Power  &  Light,  bought  the  Coloni 
Penn  insurance  company  for  $5( 
million,  or  141%  of  book  value, 
add  to  FPL's  real  estate  and  cable-T 
holdings. 

In  the  same  vein,  Minnesota  Pow 
&  Light  has  also  diversified.  It  has 
$220  million  investment  portfolio 
bonds  and  stocks  (it  buys  utilities)  ai 
is  a  partner  in  a  $350  million  pap 
mill,  plus  having  a  $26  million  inte 
est  in  Deltona,  a  Florida  real  esta 
company.  The  goal  is  to  get  25%  of  i 
earnings  from  nonutility  sources  1 
1992.  Chief  Executive  Jack  Rowe  sa' 
that  slowing  electricity  demand  le 
him  with  little  choice:  "If  we  are  g 
ing  to  grow  for  shareholders,  we  h; 
to  diversify." 

A  new  utility  financing  wrinkle 
the  sale-leaseback.  Portland  Gener 
Electric  Co.  had  a  coal  plant  with  e 
cess  capacity  and  sold  part  of  its  stal 
in  both  the  plant  and  a  transmissic 
line  to  a  third-party  buyer,  Gener 
Electric  Credit  Corp.,  for  $233  m 
lion.  PGE  agreed  to  buy  back  the  ene 
gy  for  three  years  until  San  Diej 
G&E,  also  part  of  the  deal,  takes  ove 
PGE  stands  to  earn  a  $102  millic 
profit  (though  Oregon  regulators  see 
intent  on  trying  to  share  some  of  th 
with  ratepayers),  and  San  Diego  G& 
in  turn  gets  access  to  cheaper  hydr 
electric  power,  thanks  to  the  tran 
mission  line. 

So,  it's  back  into  the  corpora 
mainstream  for  the  once-sleepy  uti] 
ty  business.  Says  investor  Mart: 
Whitman,  "There  are  huge  regulato: 
problems  [with  utilities].  It  won't  1 
as  easy  as  with  railroads  or  with  insu 
ance  companies.  But  it's  ordained 
happen.  It's  so  basically  attractive." 


High  voltage  cash  flow 

As  their  power  plant  construction  slows  and  stops,  more  and  more 
utilities  are  generating  excess  cash.  The  money  can  be  used  to  finance 
diversification,  but  it  also  could  make  a  leveraged  buyout,  merger  or 
acquisition  more  attractive.  The  median  utility  stock  is  trading  at  nine 
times  cash  flow  these  days.  Here  are  half  a  dozen  of  the  most  cash-rich 
that  are  trading  below  that. 


Company 

 Stock 

as  of 
4/11/86 

price  

52-week 
high— low 

P/E 
ratio 

Cash  flow 
per  share 
after  div 

Price-to- 
cash-flow 
ratio* 

Consumers  Power 

13VS 

14  -  6'/8 

NA 

S4.04 

3.2 

General  Public  Utilities 

19% 

20vi-ll5/8 

13 

9  98 

1.9 

AtDU  Resources  Group 

41 

43'A-30'/2 

10 

8.42 

4.9 

PacifiCorp 

H- 

36%-27 

10 

5.94 

5.8 

Public  Service  Co  of  Indiana 

11  ■ 

12   -  67s 

NA 

2.95 

3.8 

San  Diego  Gas  &  Electric 

33  ■ 

34'/4-24!4 

10 

5.70 

5.8 

'Using  price  as  of  Apr.  11.  1986  close. 

NA:  not  applicable. 

Sources:  Goldman,  Saclx  & 

Co  :  Forbes 
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'Not  now 


—Computer  backup  excuse  #14 


It's  not  a  very  good  excuse. 
But  when  it  comes  to  doing 
iputer  backup,  any  excuse 
do.  Because  backing  up,  lets 
)rutally  honest,  is  somewhat 
rt  of  the  thrill-a-minute 
'gory. 

Not  backing  up,  on  the  other 
d,  can  really  be  exciting.  In- 
king some  interesting  things 
travel  to  other  cities  (while 
're  looking  for  another  job), 
the  fun  of  even  entering  a 
)le  new  line  of  work. 
After  one  big  failure  on  disk 


the  night  before  a  big  meeting, 
the  programmer  (who  didn't 
back  up)  was  so  crushed  that 
he  hung  up  his  business  suit 
and  joined  the  ministry. 
No  kidding. 

And  if  that  doesn't 
make  you  want  to 
back  up  your  data 
religiously, 


we  don't  know  what  will. 

To  learn  more  about  backup 
and  other  applications  of  the 
data  cartridge,  a  3M  developed 
technology  whose  time  has 
come,  contact  your  local 
computer  products 
dealer. 

When  you 
run  out  of 

excuses: 


commitment  to  tnteUtgert  W  a 


Your  Audi  dealers  have  commissi0 
Commem(,rative  Design  senes  hat  ,s  a 

grsarssfiswa 


Like  all  fine 


for  example,  has  had  its  many  standard 
enhanced  by  some  exceptional  touches, 
ira  suede  sports  seats  with  leather  bol- 

leather  steering  wheel,  a  10 -speaker 
;ystem,  power  sunroof  and  a  ski  sack 
w  of  the  additional  amenities  you'll  find 

automobile.  Also,  each  Audi  has  a 
orrosion  perforation  limited  warranty 
3-year  50,000  mile  new  vehicle 


limited  warranty.  See  your  dealer  for  details. 

To  see  how  an  already  unique  automobile  is 
made  even  more  so,  visit  your  Audi  dealer  for 
a  closer  look  and  test  drive.  For  more  informa- 
tion, call  1-800-FOR-AUDI. 

The  Commemorative  Design  5000CS  sedan. 
Like  all  fine  art,  the  edition  is  limited.  And 
like  all  fine  art,  when  it  is  very  good,  it 
moves  you. 


The  art  of  engineering. 


edition  is  limited. 


Temptations  that  would  make  a  saint  ago- 
nize come  with  the  office  of  the  comptroller 
in  the  state  of  Florida.  Has  Gerald  Lewis 
been  able  to  resist  them? 


Tallahassee 
vice? 


By  James  Ring  Adams 


Gerald  Lewis  seems  a  man  to  be 
envied  ...  at  first  glance.  He 
has  a  Harvard  education,  three 
bright  daughters  and  no  opponents 
yet  in  sight  as  he  prepares  to  run  for  a 
fourth  term  as  comptroller  of  the  state 
of  Florida.  A  frugal  man 
who  drives  a  1974  Olds- 
mobile  Cutlass,  he  seems 
the  model  of  the  dedicated 
public  servant. 

There  is  an  increasingly 
good  chance,  however, 
that  the  weight  of  1 1  years 
as  the  elected  regulator  of 
Florida's  scandal-ridden 
banking  and  securities  in- 
dustries will  soon  swamp 
Lewis,  52,  in  a  sea  of  legal 
trouble.  In  the  wake  of  a 
nasty  falling  out  between 
Lewis  and  a  former  close 
friend,  a  federal  grand  jury 
in  Tampa  is  now  hearing 
tales  of  an  office  riddled 
with  influence  peddling 
and  campaign  shake- 
downs. The  picture 
emerging  from  the  jury 
room,  Forbes  has  learned, 
questions  Lewis'  conduct 
in  the  comptroller's  office 
on  these  grounds: 

•  granting  bank  char- 
ters and  regulatory  ap- 
provals to  unqualified  ap- 
plicants, including  fugi- 
tives from  bank  fraud 
charges; 

•  delaying  removal  of 
bank  officers  the  Federal 
Deposit  Insurance  Corp. 
has  deemed  unfit  and  frus- 
trating the  FDIC's  at- 
tempt to  close  a  bank  one 
federal  regulator  termed  a 


"Mafia  bank"  and  linked  by  a  U.S. 
attorney  with  "a  vertically  integrated 
marijuana  smuggling  syndicate"; 

•  delaying  approvals  for  bankers 
and  security  dealers  slow  to  make 
campaign  contributions  or  to  hire  the 
right  law  firms,- 

•  failing  in  another  key  responsibil- 
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Florida  State  Comptroller  Gerald  Lewis 
Fallout  from  a  nasty  falling-out  among  friends. 


ity  of  the  Florida  comptroller's  oi 
fice — policing  the  state's  securitie 
frauds,  including  last  year's  $300  mi! 
lion  E.S.M.  debacle  that  set  off  a  thrii 
crisis  in  Ohio. 

Rumors  of  impropriety  have  bee 
heard  before.  In  1982,  running  for  hi 
third  term,  Lewis  caught  hell  in  Flor 
da  newspapers  for  what  they  took  t 
be  his  arrant  hypocrisy  in  proclaimin 
that  he  would  not  accept  campaig 
contributions  from  any  bank  office 
but  meanwhile  taking  bank-connec 
ed  money  through  a  loophole.  No  on 
in  those  days,  however,  had  publicl 
charged  that  such  money  was  wine 
ing  up  in  Lewis'  own  pocket.  But  th 
grand  jury  is  now  hearing  somethin 
new — claims  that,  starting  two  yeai 
ago,  Lewis  or  a  crony  propose 
schemes  to  former  aides  that  woul 
have  made  Lewis  a  rich  man. 

The  grand  jury  now  sitting  in  Tan 
pa  probably  won't  be  heard  from  fc 
several  months,  possibly  not  befoi 
Florida's  state  primary  elections  i 
September.  But  whatever  action  i 
taken  against  the  man,  the  Florid 
regulatory  system  itself  is  already  o 
trial.  No  other  state  ei 
trusts  bank  and  securitie 
supervision  to  a  sing] 
elected  official.  Conflici 
and  opportunities  coul 
arise  in  such  a  setting  t 
tempt  a  saint.  Florid: 
awash  in  hustlers,  ban 
frauds  and  drug  financier 
is  no  place  to  resist  temj 
tation.  It's  hardly  surpri! 
ing,  then,  that  Lewis'  cu 
rent  war  chest  has  bee 
swollen  by  large  contnbi 
tions  from  lawyers  an 
consultants  with  busines 
pending  in  his  office. 
The  well-connected  M 
V  A  ami  law  firm  of  Sparbe 
Shevin,  Shapo  &  Hei 
bronner  has  emerged  as 
major  fundraiser  for  Lev 
is.  That  firm's  bes 
known  partner,  forme 
State  Attorney  Gener; 
Robert  L.  Shevin,  52,  hi 
scored  some  amazing  su< 
cesses  before  the  Divisio 
of  Banking.  In  Octobe 
1982,  for  example,  Shevi 
helped  the  Caracas  banke 
Jose  Joaquin  Gonzale: 
Gorrondona  Jr.  make 
fresh  start  in  Miami,  ove; 
coming  the  failure  of  hi 
family  bank  back  hom< 
the  protests  of  Venezue 
lan  central  bankers  an 
four  years  of  investigatio 
by  the  Banking  Depar 
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Not  durin 


a  full  moon 

I  worif 


—Computer  backup  excuse  #243 


People  can  get  very 
lerstitious  about  when 
y  do  their  computer  backup, 
tecially  if  it  gives  them  an 
:use  for  not  doing  it  at  all. 
Because,  after  all,  backing 
is  about  as  exciting  as 
:ching  paint  dry. 
One  way  to  take  the  curse 
is  to  do  it  first  thing  in  the 
rning.  If  you're  one  of  those 
n  starters  who  has  to  have 
Fee  and  push  some  papers 
und  lor  awhile  when  you  get 
vork,  that  dead  time  could 


As  for  how  to  do  it,  the 
floppy  disk  is  fine  if  you  have  a 
limited  amount  of  memory,  and 
the  data  cartridge  for  5  to  10 
Mbytes  or  over. 

To  learn  more  about  backup 
and  other  applications  of 
the  data  cartridge,  a 
3M  developed 
technology 


whose  time  has  come,  contact 
your  local  computer  products 
dealer. 

And  maybe  you  won't  be 
one  of  those  people 
who  does  his  backup 
only  once  in  a  blue 


moon. 


When  you 
run  out  of 

excuses: 


ment's  legal  staff. 

"].].,"  as  he  is  known  to  the  Miami 
banking  world,  had  bought  Caribank 
N.A.  in  Miami  in  1977  and  the  Dania 
Bank  in  Broward  County  in  early 
1978.  Only  months  later  the  Gonza- 
lez-Gorrondona  family's  bank  in  Ven- 
ezuela, the  Banco  Nacional  de  Des- 
cuento  (BND),  the  country's  largest 
private  commercial  bank,  collapsed  in 
one  of  that  country's  largest  financial 
scandals.  The  staff  of  Florida's  bank- 
ing division  began  to  have  doubts 
about  J.J.'s  character  after  a  Venezue- 
lan government  intervenor  accused 
BND's  owners  of  self-dealing  and  abu- 
sive banking,  and  a  Venezuelan  court 
issued  a  warrant  (later  rescinded)  for 
J.J. 's  arrest.  Thus,  when  f.J.  decided  to 
merge  his  two  Florida  banks,  the  Tal- 
lahassee regulators  were  in  no  hurry 
to  grant  approval. 

Things  suddenly  started  to  move  in 
mid-1982,  when  J. J.  hired  a  new  law- 
yer— Robert  Shevin.  Caribank  and  the 
state  fought  it  out  for  weeks  before 
the  state  Division  of  Administrative 
Hearings,  flying  in  witnesses  from 
Venezuela  and  filling  a  file  cabinet 
with  evidence.  In  the  end,  the  hearing 
judge  wrote  115  paragraphs  summa- 
rizing the  bad  banking  that  wrecked 
the  BND,  and  one  sentence  saying  the 
Venezuelan  government's  takeover 
"was,  in  part,  politically  motivated." 
The  merger  approval  signed  by 
Lewis  and  drafted  by  his  general 
counsel,  Michael  Basile,  was 
based  on  that  sentence  in  spite 
of  strong  staff  objections.  The 
staff  attorneys  who  opposed  J.J. 
were  called  on  the  carpet  for 
wasting  over  $20,000. 

Caribank  has  stayed  out  of 
trouble  since  the  hearings,  but 
another  of  Shevin's  triumphs 
hasn't  had  such  a  happy  ending. 
For  over  a  year  he  and  his  law 
partners  helped  the  Corona  fam- 
ily and  its  Sunshine  State  Bank 
fend  off  federal  and  state  regula- 
tors, while  accusations  mount- 
ed that  it  was  an  integral  part  of 
Miami's  wholesale  drug  net- 
work. Two  of  the  Sunshine 
State  Bank's  biggest  borrowers 
have  been  large  contributors  to 
Gerald  Lewis'  campaigns. 

Through  1983,  according  to  a 
voluminous  record  from  repeat- 
ed court  appeals,  both  state  and 
federal  bank  examiners  agreed 
that  Sunshine  State  had  "a  high 
probability  of  failure."  But  in 
January  1984  Comptroller 
Lewis'  senior  staff  suddenly  in- 
tervened in  a  state  examination, 
sending  a  representative  into 
the  field  to  overrule  several  of 
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Miami  lauyer  Robert  L.  Shevin 

A  fundraiser  with  amazing  wins. 

their  own  examiner's  critical  find- 
ings. The  change  was  apparently  so 
drastic  that  the  standard  summary 
page  of  examiner's  comments  was  left 
off  the  state's  examination  report. 

As  a  result  of  its  own  examination, 
the  FDIC  decided  to  take  the  Sun- 
shine State  Bank  out  of  the  hands  of 
its  owners,  Rafael  Corona  and  his 


AP/Wlde  World  Phmos 


Rafael  L.  Corona  (center)  and  son  Ray  (right) 
Surviving  bank  examiners  and  a  drug  bust 


sons.  The  state  comptroller  settled  foi 
a  less  severe  "memorandum  of  under 
standing,"  leaving  the  Coronas  lr 
charge  of  the  bank.  That  memoran 
dum  was  all  that  Shevin,  a  cracker 
jack  lawyer,  needed  to  tie  up  the  FDIC 
in  injunctions.  (It  was  only  in  mid 
March  that  the  FDIC  finally  won  oni 
of  these  cases,  in  a  major  U.S.  court  a 
appeals  decision  expanding  the  judi 
cial  standing  of  the  FDIC  examiner'i 
factual  findings.  Shevin  says  he  hai 
filed  a  motion  for  a  rehearing  in  thi 
appeals  court.) 

In  their  fight  to  stay  open,  the  Coro 
nas  even  received  help  from  the  Flori 
da  cabinet,  the  body  of  seven  stati 
officials  that  controls  essential  func 
tions  like  the  budget  and  state  police 
One  of  the  Coronas'  bank's  disputei 
assets  was  a  mortgage  on  Don  Pedn 
Island  on  Florida's  west  coast.  Oi 
Nov.  27,  1984  the  cabinet  voted  ti 
buy  Don  Pedro  for  $6  million  throug] 
the  Save  Our  Coast  program,  payini 
off  the  mortgage  and  giving  Sunshim 
State  sorely  needed  capital.  Lewis, 
cabinet  member,  voted  for  the  acqui 
sition.  Just  two  weeks  later  the  U.S 
Attorney  in  Miami  dropped  a  bomb 
shell  in  a  30-count  indictment  agains 
Rafael  Corona,  his  son  Ray  and  oth 
ers.  Sunshine  State,  he  charged,  was 
financial  outlet  for  "an  elaborate  dm; 
syndicate."  The  true  controlling  in 
terest,  he  said,  was  held  by 
fugitive  on  drug  charges  namei 
Jose  Antonio  Fernandez,  insteai 
of  the  Coronas. 

State  and  federal  regulator 
promptly  cooperated  in  remov 
ing  Ray  and  Rafael  from  th 
bank.  (Fernandez  surrenderei 
and  pleaded  guilty  in  New  Oi 
leans.  The  Coronas  were  defen 
dants  last  summer  in  a  spectac 
ular  trial,  which  ended  in  a  hun, 
jury.  They  are  awaiting  retrial 
But  a  second  son,  Ricardc 
moved  into  control,  and  th 
Banking  Department  still  couli 
not  close  the  bank.  The  ubiqui 
tous  Robert  Shevin,  using 
among  other  things,  the  state' 
commitment  to  buy  Don  Pedn 
Island,  managed  to  persuade  th 
Dade  County  chief  judge  tha 
the  Sunshine  State  Bank  wa 
still  solvent.  It  remains  open  t< 
this  day. 

A  good  many  bankers,  evi 
dently  seeing  the  comptroller' 
handling  of  these  two  cases  a 
the  norm,  not  as  flukes,  are  try 
ing  to  escape  Gerald  Lewis'  ju 
risdiction.  In  the  last  two  years 
according  to  the  Banking  Divi 
sion,  55  banks  converted  o 
merged  into  national  banks 
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\A...for  all  the  commitments  you  make* 

nmitment  is  sharing  time  with  your  children. 

The  CNA  Insurance  Companies  understand 
importance  of  commitment.  And  CNA  provides 
dnds  of  insurance  to  help  those  who  make 
nmitments  keep  them. 

INSURANCE  FROM 

OVA 

iurance  Companies/CNA  Plaza/Chicago,  IL  60685  •  Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  Pages 


tfthisishow 
youthinkofus, 


you're  missing 
theboat 


Most  people  know  Coleman  makes 
lanterns.  What  they  don't  know  is  our  sub- 
sidiary companies  also  make  more  boats 
than  anyone.  Five  lines  of  boats  including 
the  Hobie  Cat*  17  catamaran.  For  more 
surprises,  call  1-800-521-4900,  ext.  50.  (In 
MN,  1-800-642-2800,  ext.  50). 
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NYSE  symbol:  CLN 


None  switched  to  state  charters.  Says 
a  critic:  "Lewis  has  definitely  hurt  the 
banking  system  in  Florida." 

Oversight  of  the  state's  securities 
industry,  on  the  other  hand,  has  tradi- 
tionally been  such  a  shambles  that  it 
is  hard  to  imagine  anyone  making  it 
worse.  Lewis  was  the  only  regulator 
with  direct  jurisdiction  over  Fort  Lau- 
derdale's E.S.M.  Government  Securi- 
ties, which  collapsed  in  1985  with  net 
losses  exceeding  $300  million,  wiping 
out  investments  of  unwary  munici- 
palities across  the  country  and  shat- 
tering privately  insured  S&Ls  in 
Ohio.  One  of  the  main  victims  was 
Home  State  Savings  Bank  of  Cincin- 
nati. Home  State,  charged  in  court 
papers  with  being  fraudulently  linked 
to  E.S.M.  in  a  "mutual  life-support 
system,"  was  owned  by  Lewis'  second 
cousin,  financier  (and  former  U.S. 
Ambassador  to  Switzerland)  Marvin 
Warner.  Lewis,  who  had  received 
campaign  contribu- 
tions from  the  major 
players  in  the  E.S.M. 
scandal,  had  ignored 
warnings  about  E.S.M. 
as  far  back  as  1977. 

The  new  charges 
now  before  the  Tampa 
grand  jury  go  beyond 
Lewis'  conduct  as 
comptroller.  They 
raise  the  even  sadder 
question  of  whether 
Lewis  sought,  through 
his  office,  to  enrich 
himself.  Floridians 
with  long  memories 
and  a  taste  for  irony 
may  recall  Lewis  start- 
ed out  as  a  reformer. 
When  the  incumbent 
comptroller  pleaded  the  Fifth  Amend- 
ment before  a  federal  grand  jury  in 
1974,  Lewis,  a  former  state  senator 
from  Dade  County,  crusaded  into  of- 
fice on  a  "simple  honesty"  platform. 

Through  1983,  runs  the  story  told 
to  Forbes  by  witnesses  claiming  per- 
sonal knowledge,  an  old  friend  of  Ger- 
ald Lewis  asked  some  former  senior 
aides,  now  in  private  practice,  to  turn 
over  a  portion  of  their  future  fees  to  a 
trust  fund  supposedly  for  Lewis'  bene- 
fit. They  were  told  that  the  money 
would  go  for  Lewis'  personal  use.  Af- 
ter these  aides  refused  the  demand 
and  reported  the  incident  directly  to 
Lewis,  it  is  said,  their  personal  rela- 
tions with  him  cooled  sharply. 

"This  is  the  first  I  ever  heard  of  it," 
Lewis  replies  to  the  fee-splitting  sto- 
ry. Instead,  he  says,  an  internal  inqui- 
ry toward  the  end  of  1983  revealed 
"indications  of  improprieties  on  the 
part  of  employees  of  my  office."  Some 


Whatever  happens 
to  the  man, 
Florida's  reg- 
ulatory system  is 
on  trial.  No  other 
state  entrusts 
securities  and 
bank  supervision 
to  an  elected 
official.  The 
conflicts  could  ruin 
a  saint.  Awash  in 
bank  frauds  and 
drug  financiers, 
Florida  is  no  place 
for  resisting 
temptation. 


of  these  indications  came  from  a  cer 
tain  S.  Edward  Bishop,  a  former  Mi 
ami  private  detective  who  was  hi 
chief  investigator  in  the  comptroller' 
office.  (But  it  is  Bishop,  witnesses  an 
said  to  be  telling  the  grand  jury,  whi 
brought  up  the  fee-splitting  scheme. 
It  was  after  the  internal  investigatioi 
that  Lewis  says  he  then  called  in  th 
Florida  Department  of  Law  Enforce 
ment  (FDLE). 

The  word  around  Tallahassee  i 
that  Gerald  Lewis  is  leaning  on  th 
FDLE  to  go  after  a  former  close  asso 
ciate,  a  lawyer  named  Raymond  E 
(Vic)  Vickers,  who  managed  Lewis 
first  campaign  for  comptroller  in  197 
and  served  as  his  deputy  until  197S 
Thanks  to  his  alleged  access  to  th 
comptroller's  office,  it  was  saic 
Vickers  had  built  up  a  lucrative  bank 
ing  law  practice  in  the  years  afte 
leaving  state  employ.  Vickers  ha 
helped  Lewis  raise  a  record  $1.5  mil 
lion  for  his  1982  prims 
ry,  but  when  the  cam 
paign  ended,  relation 
between  Lewis  an 
Vickers  cooled  public 
ly.  Why  this  falling  ou 
between  forme 
friends?  A  turnin 
point  came  in  lat 
1983,  according  to  on 
source,  when  an  assis 
tant  comptroller  ur 
friendly  to  Vickei 
burst  into  Lewis'  offic 
with  a  financial  repoi 
showing  how  well  th 
lawyer  was  doing. 

But  sources  close  t 
the  investigation  sa 
that  as  the  FDLE  prob 
progressed,  it  began  t 
look  less  at  Vickers  in  particular  an 
more  at  the  1982  fundraising  in  genei 
al.  And  then,  in  November  1985,  th 
federal  grand  jury  took  up  the  case  an 
developed  a  lively  interest  in  the  fee 
splitting  accusations  against  Lewis. 

Heading  the  probe,  for  now,  is  Tarr 
pa's  U.S.  Attorney  Robert  W.  Merkh 
a  Republican  appointee  famous  for  tv 
multuous  investigations  of  incurr 
bents — Democrats  and  Republican 
alike.  His  defenders  call  Merkle  one  c 
the  few  prosecutors  willing  to  plum 
the  depths  of  Florida  politics.  Detrac 
tors  call  him  "Mad  Dog"  Merkle,  an 
leading  state  politicians,  includin 
Democratic  Governor  Bob  Grahan 
have  called  for  his  removal.  Althoug 
Merkle  can  continue  in  office  unti 
he's  replaced,  his  appointive  term  e> 
pired  on  Apr.  22.  But  Gerald  Lewis 
fate  doesn't  depend  entirely  on  poli 
tics.  After  a  certain  point,  evidenc 
can  no  longer  be  ignored.  ■ 
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With  50  copies  a  minute, 
automatic  2-sided  copying,  magnification  and  paper  selection, 
Canon's  NP-7000  Series  makes  the  choosing  easy. 


There's  never  been  a  copying  system 
ike  Canon's  NP-7000  Series.  The  choice 
formance  oriented  companies  with  a  need 
ugh-performance  copying  system.  A 
n  never  before  available  in  this  price  class 

First  in  the  NP  7000  Series  is  the 
50.  A  system  of  sophisticated,  automatic 
es  that  is  fully  integrated  into  the  basic 
i  of  the  copier. 

An  integral  part  of  this  system  is  Canon's 
xilating  Document  Feeder.  It  feeds  up  to 
ginals,  and  stands  ready  to  command  the 
r  to  perform  a  multitude  of  copying  tasks. 

The  NP-7550  copier  system  makes 
ided  copies.  Selects  the  proper  paper 


size.  Chooses  reduction  and  enlargement  ratios. 
Makes  50  copies  a  minute.  All  automatically 

What's  more,  there's  a  2,000  sheet 
paper  deck  for  virtually  interruption-free  copy 
runs.  Plus  an  optional  50-bin  sorting  system  to 
complete  even  the  largest  copying  jobs. 

And  to  keep  the  flow  of  business 
going,  Canon  has  developed  an  exclusive 


Amorphous  Silicon  Drum.  Not  only  does  it  last 
5  times  longer  than  conventional  copier  drums, 
it  also  delivers  optimum  image  quality. 

All  of  which  makes  the  NP-7550  stand 
out  as  a  truly  integrated  copying  system. 
Answering  the  need  for  speed,  quality  and 
automated  convenience. 

For  those  offices  that  don't  need  auto- 
duplexing  or  the  paper  deck,  there's  an  eco- 
nomical NP-7000  Series  desktop  copier— the 
NP-7050. 

Together,  the  NP-7000  Series  copying 
systems  offer  a  breakthrough  in  high-volume 
performance.  Performance  that  even 
makes  your  choice— automatic. 
The  copier  shown  is  the  NP  7550  y''^^ 
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TRADELINKSM-automated 

short-term  investing 


ChemLink® 
ulls  it  all  together. 

ChemLink  is  well  known  as  the 
widely  used  electronic  balance  report- 
ing system.  But  it's  much  more  than 
that.  ChemLink  is  your  gateway  to  all 
the  treasury  and  cash  management 
services  you  see  here,  and  many 
others.  It  is  a  secure,  easy-to-access 
system  for  initiating  and  tracking  all 
your  banking  transactions.  And 
ChemLink  is  available  via  the  tech- 
nology you  choose. 

From  originating  funds  transfers  to 
monitoring  securities  movements,  the 
only  name  you  need  to  know  is 
ChemLink. 

Contact  our  specialists  in  New  York, 
Delaware,  Chicago,  Dallas  or  San  Fran- 
cisco. They'll  show  you  how  ChemLink 
can  pull  it  all  together  for  you  in  a  way 
no  other  system  can. 


ChemicalBanc 


Firestone  s  John  Nevin  had  to  lop  off  nearly 
half  the  company  in  order  to  save  it — and 
earn  himself  a  giant  bonus.  But  it  was  the 
honorable  thing  to  do. 


The  liquidator 


By  Laura  R.  Walbert 


Come  January,  John  Nevin, 
president  and  chairman  of  $3.8 
billion  (sales)  Firestone  Tire  & 
Rubber  Co.,  should  take  home  a  bo- 
nus check  of  more  than  $4  million. 
He  deserves  it. 

When  Nevin  left  Zenith  to  join  Ak- 
ron-based Firestone  in  1979,  the 
company  was  on  the  edge  of  di- 
saster. High  labor  costs,  low 
sales  of  U.S. -made  autos  and  the 
shift  to  longer-lived  radials 
made  a  lot  of  its  old  factories 
white  elephants. 

The  company  lost  $122  mil- 
lion in  1980.  That  year,  Fire- 
stone's board  made  Nevin  a 
deal.  If  Nevin  could  produce  cu- 
mulative earnings  per  share  (be- 
fore some  legal  expenses)  of 
$10.41  over  the  next  six  years, 
he  would  get  cash  equal  to 
150,000  Firestone  shares,  plus 
reinvested  dividends,  on  Jan.  6, 
1987. 

With  a  total  $10.41  per  share 
already  in  the  bank  through  the 
first  quarter  of  the  fiscal  year 
that  ends  Oct.  31,  Nevin  is  like- 
ly to  collect.  The  tire  business  is 
still  ragged,  but  Firestone 
should  earn  $85  million  in  fiscal 
1986,  according  to  Harry  Millis, 
an  analyst  with  McDonald  &. 
Co.  The  bonus  formula  is  cur- 
rently worth  $4.7  million. 

When  the  offer  was  made,  the  boun- 
ty seemed  out  of  reach.  "People  said, 
'Oh,  the  hell  with  it.  He's  not  going  to 
make  it,'  "  says  Nevin,  59.  But  Fire- 
stone has  come  a  long  way  since  then. 
The  company's  $1  billion  in  debt  has 
been  trimmed  to  $330  million.  The 
stock  has  almost  tripled  from  the  end 
of  1980,  to  a  recent  25. 


who,  after  working  in  oil,  autos,  tele- 
visions and  now  tires,  calls  himself  "a 
white-collar  migrant  laborer."  A 
glance  at  Nevin's  tenure  at  Firestone 
might  suggest  "the  liquidator"  as  a 
better  description.  He  sold  off  a  half- 
dozen  of  the  company's  diversified 
businesses,  ranging  from  beer  kegs  to 
plastics. 


Eric  Smith/Gamma 



Firestone  Chainnan  John  Net  in 
Soon  to  be  $4  million  richer. 


It  was  strenuous  work  for  the  man 


He  also  closed  10  of  Firestone's  17 
North  American  tire  plants,  slashed 
employment  from  107,000  to  55,000, 
and  all  but  eliminated  Firestone  from 
the  bias-ply  and  private-label  tire 
businesses.  Along  the  way,  Firestone 
bought  back  18  million  of  its  58  mil- 
lion outstanding  shares. 

Nevin  is  concentrating  Firestone's 
efforts  on  the  original  equipment  radi- 


al tire  market,  where  importers  have  a 
hard  time  meeting  automakers'  pro 
duction  and  design  schedules.  Thost 
radials  can  also  be  sold  as  premiurrii 
priced  replacement  tires — the  kind 
you  buy  for  a  car  with  only  5O,00Q 
miles  on  it.  Nevin  is  ceding  to  the 
importers  the  no-name  replacement! 
tires  that  consumers  buy  for  cars  with 
100,000  miles. 

More  slashing  is  needed.  Even  ex- 
cluding writeoffs,  Firestone's  U.S.  tire 
manufacturing  is  in  the  red.  This  year 
Nevin  plans  to  shut  another  passen- 
ger car  tire  plant  in  Albany,  Ga.  and  to 
consolidate  two  plants'  agricultural 
tire  operations  into  a  single  Des 
Moines,  Iowa  plant. 

As  for  diversification,  Nevin  is  steer- 
ing Firestone  into  a  closely  related  mar- 
ket that  builds  on  the  brand  name:  auto 
servicing.  Estimated  to  be  a  $65  bilhon- 
a-year  industry,  the  auto  service  busi- 
ness has  as  its  largest  player  Sears,  with 
less  than  1%  of  the  market.  Gas  sta- 
tions have  been  bowing  out.  Fire- 
stone's retail  tire  and  service  business 
produced  an  operating  income  of  $18 
million  on  sales  of  $955  million  last 
year,  up  from  a  1 984  loss  of  $  1 1  million. 
Some  400  independent  dealers 
have  joined  Firestone's  1,400 
company-owned  stores  in  offer- 
ing full  service  as  well  as  tires. 
Nevin  expects  a  $30  million 
profit  here  in  1986. 

The  business  seems  to  make 
sense  for  Firestone.  Firestone 
stores  generally  underprice 
new-car  dealers,  and  the  stores 
can  be  easier  to  find  than  a  good 
mechanic  like  Joe-around-the- 
corner  if  you're  not  a  home- 
grown resident. 

"I  don't  give  a  damn  about  oth- 
er tire  companies  following  us 
into  this  business,"  says  Nevin, 
puffing  on  his  seventh  Kool  Ultra 
of  the  morning.  "If  Goodyear  an- 
nounced in  their  annual  report 
that  they  doubled  tire  sales  last 
year,  I  would  know  darn  good  and 
well  they  took  it  out  of  our  hide. 
But  if  they  doubled  service  sales 
last  year,  I  would  have  no  reason 
at  all  to  think  they  took  it  out  ol 
my  hide." 

Facing  a  declining  smoke- 

  stack  industry,  Nevin  was  not 

too  proud  to  liquidate  half  his  compa- 
ny. An  acquisition  of  Hertz  was  con- 
sidered in  1982,  but  Nevin  decided 
Firestone's  balance  sheet  wasn't  ready 
for  such  a  gamble.  And  although  Nev- 
in is  hunting  for  acquisitions,  he  says, 
"I'm  not  going  to  feel  I'm  a  failure  at 
the  end  of  1986  if  we  haven't  made  an 
acquisition." 
Amen.  ■ 
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/ionics. 

just  taking  off.  And  the  future 
'longs  to  those  who  provide  new 
swers  to  old  questions— to  Eaton. 


irowing  into  the  future 


utomotive  •  Electronics 
efense  •  Capital  Goods 


"Will  everything  be  ready  for 
my  luncheon  meeting?" 


"No  problem.  I'll  have  it  for  you" 


"Sure,  take  all  the  credit' 


FDR  YOUR  INFORMATION,  OUR  NAME 


"Allow  me  to  introduce  myself.  I'm  the  Harris- 
Lanier  ViewWriter.  The  new  display  typewriter 
that's  as  easy  to  use  as  your  old  electric.  Find 
out  more  about  me.  Talk  to  one  of  the  humans 
at  Harris-Lanier  Call  1-800-241-1706.  *  Or  send 
in  the  coupon.' 


INTRODUCE  YOURSELF  TO 
THE  VIEWWRITER. 

Get  to  know  our  friendly  new  display  typewriter. 
Send  the  coupon  to:  Business  Systems  Division, 
1700  Chantilly  Drive,  N.E.,  Atlanta,  GA  30324 

Name  


Company. 

Address  

City  

Phone  


_  State  _ 


_Zip_ 


'In  Georgia,  call  1-404-321-1244  collect. 


£2  HARRIS 


May  5  '86,  Forbes    4  30  L  E6 


The  SEC,  critics  say,  wages  a  listless  and 
underfunded  battle  against  securities 
fraud.  But  can  the  states  do  any  better? 

Repainting  blue 
skies 


By  Richard  L.  Stern 

F|  lorida's  is  only  the  latest  in  a 
series  of  public  and  private  in- 
quiries to  find  the  SEC  wanting 
when  it  comes  to  securities  fraud  en- 
forcement. Florida's  effort,  chaired  by 
the  state's  former  governor,  Reubin 
Askew,  with  former  SEC  Commis- 
sioner John  Evans  as  vice  chairman, 
may  be  among  the  more  prestigious. 
Its  conclusions,  however, 


sound  all  too  familiar. 
"The   Securities   &  Ex- 


change Commission  is  / 
not  doing  the  same  job  it  A 
used  to  do,  and  the  states  /- 
will  have  to  step  up  their  ( 
own  enforcement,"  says  \l 
Evans.  { 
Florida,  though  long  a  I 


happy  hunting  ground  for 
investment  con  men,  is 


not  alone  in  questioning 
the  quality  of  federal  pro- 
tection. Both  New  Jersey 
and  Utah  have  recently 
installed  stronger  state  se- 
curities statutes  and 
beefed  up  enforcement.  Every  state 
has  some  form  of  so-called  blue  sky 
law,  named  after  one  of  the  first,  in 
Kansas  in  1911,  that  was  supposed  to 
protect  citizens  against  schemes  hav- 
ing "no  more  basis  than  so  many  feet 
of  blue  sky." 

But  the  new  laws,  like  legislation 
proposed  by  the  Florida  task  force, 
reflect  a  growing  concern  by  the  states 
and  others  that  the  SEC,  because  of 
budgetary  constraints,  staff  cutbacks 
and  a  narrowing  of  the  agency's  role 
under  SEC  Chairman  John  Shad,  does 
not  do  the  job.  This  concern  is  only 
aggravated  by  booming  stock  mar- 
kets, an  explosion  of  new  public  secu- 
rities offerings  (Forbes,  Mar.  24)  and 
the  well-publicized  flood  of  vastly 


more  complicated  securities  products 
and  markets. 

Not  surprisingly,  Chairman  Shad 
has  publicly  denied  that  the  SEC's 
enforcement  is  lagging.  But  statistics 
from  the  agency  illustrate  its  prob- 
lems. Over  the  last  ten  years,  while 
the  SEC  staff  has  declined  slightly, 
the  number  of  registered  broker/ 
dealers  increased  from  3,500  to 
11,400,  and  the  number  of  registered 


investment  advisers  went  from  3,400 
to  1 1, 100.  Moreover,  last  year  the  SEC 
received  31,200  complaints  from  the 
public,  compared  with  9,500  in  1975. 
Meanwhile,  the  commission  in  1985 
brought  265  cases,  vs.  316  in  1975. 

To  be  sure,  many  of  the  states 
themselves  have  been  no  great  shakes 
in  this  area.  Their  regulatory  agen- 
cies, when  they  exist  at  all,  are  fre- 
quently little  more  than  skeletal 
shadows  without  meaningful  budgets 
or  staff.  Chairman  Shad  recently  told 
Congress  that  while  the  50  states  col- 
lected some  $120  million  in  1985 
through  registration  and  other  securi- 
ties-related fees,  they  spent  only  $40 
million  on  regulation  (vs.  an  SEC  bud- 
get of  $106  million). 


In  New  Jersey,  as  in  other  state| 
things  may  be  changing.  The  legisli 
ture,  prompted  by  a  proliferation  c 
boiler  room  scams,  is  increasing  tp 
staff  of  the  state  securities  deparj 
ment  from  11  to  some  35  and  tbl 
department's  budget  from  undfl 
$300,000  to  an  expected  $3  millioi 
this  year.  Most  federally  registered  s{ 
curities  sold  to  New  Jersey  citizen 
now  must  be  filed  with  the  state  bt 
reau  for  review.  The  state  also  noi 
requires  full  disclosure  in  new-offei 
ing  papers  of  anyone  associated  wit 
that  offering  who  has  ever  had  a  n 
cord  of  securities  fraud  or  other  majc 
violations  of  state  or  federal  laws.  B 
comparison,  the  SEC  rules  requii 
such  disclosure  of  violations  only  fc 
the  past  five  years. 

Florida  is  hoping  to  go  even  furthe: 
by  setting  up  a  so-called  merit  reviei 
of  all  federally  registered  secuntie 
that  go  public  at  $5  or  less  and  are  nc 
traded  in  a  national  market  systen 
Though  36  states  now  have  them  i 
one  form  or  another,  merit  review 
are  controversial  because  they  usuall 
contain  some  vague  standards  and  a 
low  state  regulators,  more  or  less  sul 
jectively,  to  judge  whether  a  stock  ca 
be  sold  in  their  states. 

The  Securities  Industi 
Association,  Wall  Street 
industry  group,  and  som 
members  of  the  Florida  Bi 
Association  are  expecte 
to  lobby  against  Florida 
merit  proposal  and  argu 
that  federal  disclosui 
laws  provide  investoi 
with  sufficient  protectioi 
Despite  the  controve: 
sy,  the  fact  that  merit 
even  being  considered  is 
clear  indication  of  th 
new  skepticism  being  d 
rected  at  the  SEC.  "Th 
pendulum  definitely  i 
swinging  the  other  way, 
says  former  Massachusetts  securitk 
director  Michael  Unger.  Indeed,  in  th 
past  year  attempts  to  restrict  or  ove: 
turn  merit  laws  have  been  defeated  i 
Texas  and  Washington  State. 

Whether  the  states  really  are  up  t 
the  task  of  protecting  their  citizen 
from  securities  fraud  remains  to  b 
seen.  So  many  investment  scams  sin 
ply  prey  on  the  greed  and  stupidity  c 
their  victims,  and  it's  fair  to  ask  if  an 
law  can  protect  citizens  from  thei 
own  avarice  and  ignorance.  At  th 
same  time,  though,  it  is  clear  ths 
many  states  are  worried  that  budge 
restrictions  at  the  SEC  are  leaving  th 
public  unnecessarily  exposed.  And  i 
those  states,  taxpayers  will  foot  th 
bill,  one  way  or  the  other.  ■ 
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Why  is  diversity  in  a  financial  services  company 


important  to  you? 


It  means  opportunity.  Flexibility  in  your  planning. 
The  best  use  of  your  funds. 

We've  been  diversifying  for  over  a  century. 

Today,  we're  a  group  of  14  companies.  Offering  you 
insurance.  IRA's.  Mutual  funds  and  limited  partner- 
ships. Helping  you  meet  your  pension  plan  needs. 

And  much,  much  more. 

How  we  got  diversified  is  important. 

Not  by  mergers  or  takeovers  or  buyouts.  But  by 
steady  growth. 

Now  we've  changed.  From  The  Bankers  Life"  to  The 
Principal  Financial  Group?MTo  help  explain  our  growth. 
Our  diversity. 

Remember  this  when  you're  shopping  for  financial 
services: 


I 


The  more  things  change, 
the  more  you  can  depend  on  us? 


The  Principal  Financial  Group,  71 1  High  Street,  Des  Moines,  Iowa  50309, 


Cities  /Mahwah,  N  J. 


Tired  of  reading  tear-jerking  stories  about 
what  happened  to  the  little  town  after  its 
factories  shut  down?  Then  spend  a  day 
with  us  in . . . 


Mahwah 


By  John  Merwin 


It  was  July  16,  1955,  a  time  when, 
wherever  you  looked,  everything 
seemed  right  with  America  and 
the  world.  In  midtown  Manhattan  The 
Seven  Year  Itch  was  playing  to  packed 
houses  at  Radio  City  Music  Hall.  In 
Brooklyn,  Duke  Snider  was  about  to 
stroke  a  bottom-of-the-ninth  home 
run  into  the  left-centerfield  bleachers 
of  Ebbets  Field.  And  3,000  miles 
away,  in  Anaheim,  Calif.,  a  group  of 
hopeful  businessmen  were  attending 
to  last-minute  details  before  opening 
the  doors  the  next  morning  on  a  new 
enterprise  in  which  all  saw  great 
promise:  Disneyland. 

Meanwhile,  in  the 
sleepy  New  Jersey 
town  of  Mahwah,  25 
miles  northwest  of 
New  York  City,  shiny 
new  cars  had  been  roll- 
ing off  a  newly  con- 
structed automobile 
assembly  line  all  day. 
The  first  had  presented 


itself  to  a  crowd  of  waiting  reporters 
and  photographers  at  7:57  a.m.,  and 
was  followed  thereafter,  every  60  sec- 
onds, by  another  and  another. 

They  were  the  first  of  what  in  the 
following  25  years  would  become  a 
flood  of  nearly  6  million  cars  and 
trucks  to  pour  from  the  plant — a  fac- 
tory that  seemed  at  the  time  to  be  a 
kind  of  quintessence  of  what  America 
was  about.  Said  Henry  Ford  II  at  the 
time,  "We  are  going  to  knock  their 
socks  off."  There  it  stood,  the  newest, 
most  expensive,  most  automated 
plant  of  its  day.  It  was  a  $70  million 
triumph  of  finance  and  engineering, 
55  acres  of  high-output  productivity, 
all  under  a  single  roof,  and  all  belong- 


ing to  the  soon-to-be  publicly  owned 
and  traded  Ford  Motor  Co.  of  Dear- 
born, Mich. 

Too  bad  it  didn't  last — but  then 
who's  to  say  the  Mahwah  of  today  is 
worse  off  for  the  world  it  left  behind? 
The  problem,  it  seems,  was  in  getting 
from  there  to  here. 

After  a  decade  of  battling  high  em- 
ployee turnover,  drugs,  theft  rings, 
vandalism,  absenteeism,  poor-quality 
car  production  and  flagging  sales,  Ford 
Mahwah  again  made  national  head- 
lines in  1980.  The  plant  was  shut 
down,  wiping  out  20%  of  Mahwah's 
tax  base  and  the  jobs  of  3,700  workers 
from  the  New  Jersey/New  York  area. 

Almost  30  years  to  the 
day  after  the  plant's 
doors  were  first 
opened,  dump  trucks, 
bulldozers  and  wreck- 
ing cranes  arrived,  and 
debris  from  the  factory 
that  once  epitomized 
what  Henry  Luce 
would  call  the  Ameri- 
can Century  was 
crashed  and  dumped  as  landfill  into 
the  New  Jersey  Meadowlands. 

Three  years  later  the  town's  other 
big  employer,  Abex  Corp.,  an  80-year- 
old  railroad  brake-shoe  foundry,  also 
shut  down.  The  future,  in  a  word, 
looked  cloudy. 

But  how  bleak  is  life  today  in  this 
working-class,  partly  Polish-Ameri- 
can community  of  13,000?  Good 
question,  and  a  good  place  to  start 
looking  for  an  answer  might  just  be 
the  site  where  Ford's  assembly  line 
once  stood. 

Surprise!  Two  years  ago  a  New  Jer- 
sey developer,  J.D.  Construction  Co., 
paid  $120,000  an  acre  for  the  land,  on 
which  it  is  preparing  to  build  a  hotel 


Wfjere  once  Ford  built  cars  (  right,  hot 
torn),  now  Sharp  imports  TVs,  stereos  aru 
microwave  ovens  (right,  top).  Sharp  U.S 
Chairman  Kazuo  Kubo  with  Mahwai 
Mayor  Kraus  (above). 

plus  office  space  for  7,000  people.  De 
veloper  James  D'Agostino  Jr.  figure 
that,  with  an  improved  economy 
high-rise  zoning  and  the  Ford  plan 
cleared  away,  the  site  is  now  word 
about  $300,000  an  acre. 

Meanwhile,  two  months  ago  Ja 
pan's  Sharp  Corp.  opened  a  500,000 
square-foot  U.S.  headquarters,  ware 
house  and  service  center  on  a  portioi 
of  the  site.  Unlike  the  Ford  plant 
Sharp's  sleek  building  barely  gener 
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ates  a  sound,  even  from  the  ware- 
house's automated  parts-retrieval  sys- 
tem. Outside,  landscaping  will  re- 
place Ford's  acres  of  barren  pavement. 
Unsightly  rail  spurs  will  be  pulled  up. 
Another  legacy  of  the  Ford  plant,  a 
chemical  dumpsite,  is  being  cleaned 
up  out  back. 

What  can  one  say  of  all  this,  of 
Ford's  being  replaced  by  the  $1.4  bil- 
lion subsidiary  of  a  Japanese  firm  that 
only  24  years  ago  entered  the  U.S.  to 
peddle  transistor  radios  that  drove  Ei- 
senhower-era adults  crazy  at  the 
beach?  Walk  across  the  street  to  Johan 
Tennyson's  restaurant,  where  busi- 
ness has  recovered  after  dropping  by 
half  when  Ford  closed,  and  find  out 
what  the  locals  have  to  say. 

"Here  comes  a  guy  from  Sharp," 
says  proprietor  Tennyson,  a  congenial 
host  who  loves  to  talk  but  seldom 
takes  his  eye  off  the  front  door  while 
he  does.  "You  know,  all  types  of  Sharp 
people  come  in  here.  They  seem  to 
mix  well  with  each  other.  The  Ford 
people  were  different.  They  didn't 
mix  together.  I  got  the  white-collar 
people,  but  the  factory  guys  didn't 
come  in  here.  They  went  down  the 
street  to  the  Twin  Bar." 

What  more  can  one  say  about  Ford 
workers'  feelings  toward  one  another? 
The  plant  had  become  something  of 
an  embarrassment.  Mahwah  Mayor 
Frank  Kraus  says,  "I  didn't  meet  many 
townspeople  who  were  unhappy 
when  Ford  left." 

What's  become  of  the  Twin  Bar 
where  the  Ford  factory  workers  hung 
out?  The  place  is  boarded  up.  Recent- 
ly a  developer  paid  $2  million  for  the 
site  to  build  a  Marriott  hotel.  Nearby, 
a  Dairy  Queen  has  been  leveled  after 
somebody  paid  $1  million  for  the 
property,  where  a  Best  Western  motel 
is  slated  to  rise  from  the  rubble.  Fur- 
ther down  the  street,  the  local  truck- 
ing company,  which  once  hauled  off 
finished  Ford  cars  to  dealers,  sold  its 
land  two  years  ago  for  $750,000,  and 
the  tract  recently  changed  hands 
again,  for  $1.5  million. 

Drive  two  miles  down  Highway  17 
to  MacArthur  Boulevard  and  you'll 
see  more  of  the  new  Mahwah.  No 
factories.  No  smokestacks.  No  rail- 
road cars  slamming  together  in  the 
night.  Instead  there  are  new  office  and 
distribution  centers  for  companies 
like  Laura  Ashley,  Pulsar  and  IBM. 

Now  look  around  at  the  housing. 
More  than  5,000  apartments  and  con- 
dominiums are  in  various  stages  of 
planning  or  construction,  with  prices 
ranging  to  $300,000.  The  old  Immacu- 
late Heart  Seminary,  once  the  estate 
of  railroad  heir  George  Crocker,  was 
sold  by  the  Catholic  Church  as  enroll- 
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Why  Morgan  Guaran 
in  more  currencies  thi 


Major  borrowers  increasingly  are  turning  to  the 
international  currency  markets  to  meet  both  their  dollar 
and  non-dollar  financing  needs.  And  they  choose 
Morgan  Guaranty  to  manage  issues  in  a  wider  range 
of  currencies  than  any  other  underwriter.  Issuers 
give  Morgan  these  mandates  because  we  have  the  capita 
strength,  global  resources,  and  skills  to  structure  the 
most  advantageous  financings— in  any  currency. 


Issuers  like  those  in  the  table 
require  a  lead  manager  that 
participates  in  all  key  interna- 
tional securities  markets,  and 
has  the  ability  to  identify  attrac- 
tive financing  opportunities  in 
each  of  them.  When  borrowers 
ask  Morgan  Guaranty  for  advice 
they  get  that  and  more. 

They  find  that  our  capital 
strength— over  $5  billion  in  pri- 
mary capital— reduces  their  cost 
and  risk  in  intermarket  arbitrage. 
They  also  find  our  currency  and 
interest-rate  swap  specialists  can 
help  them  create  dollar  obliga- 
tions at  the  lowest  cost. 

Here  are  examples  of  how  we 
helped  borrowers  take  advantage 
of  new  opportunities  in  foreign- 
currency  bond  markets  in  1985. 


when  more  than  half  of  all  inter- 
national debt  issues  were  in  non- 
U.S.  dollar  currencies. 

Deutschemarks.  Morgan 
Guaranty  GmbH  was  lead  man- 
ager of  an  R.J.  Reynolds  DM265 
million  issue  swapped  into  U.S. 
dollars.  This  was  the  first  straight 
Euro-Deutschemark  issue  in 
which  a  foreign-owned  firm  was 
book-running  lead  manager. 

French  francs.  We  were 
co-lead  manager  of  eight  French 
franc  issues— more  than  any 
non-French  bank.  We  co-led, 
with  two  French  banks,  a  Gaz  de 
France  issue  that  reopened  the 
Euro-French  franc  bond  market 
after  a  four-year  lapse.  Then  we 
co-led  French  franc  issues  for 
IBM  France,  the  Kingdom  of 


Sweden,  Mobil,  Electricite  de 
France,  and  Unilever. 

ECUs.  Morgan  was  lead  or 
co-lead  manager  often  ECU 
issues,  including  an  ECU  100  n 
lion  issue  for  Security  Pacific 
Australia  which  we  swapped  ii 
U.S.  dollar  financing. 

Swiss  francs.  Morgan  Guar 
anty  (Switzerland)  Ltd  launch 
as  book-runner  a  SF235  millior 
issue  which  we  combined  witr 
currency  swap  to  provide  15-ye 
U.S.  dollar  financing  for  R.J. 
Reynolds.  Increased  to  SF275 
million,  this  was  the  largest 
Swiss  franc  offering  to  date  by 
U.S.  company.  In  the  Swiss 
public  bond  market  we  were  al 
book-running  lead  manager  fo 
issues  for  Chrysler,  ITT,  PepsiC 


inages  bond  issues 
Y  other  underwriter 


tti,  and  the  first  zero  cou- 
ssue  for  the  World  Bank, 
irling.  We  were  book-run- 
lead  manager  for  Euro- 
rig  bond  issues  for  British 
leum,  Sterling  Drug,  and 
jnev.  In  addition,  Morgan 
nanaged  a  $100  million 
for  Minnesota  Mining  & 
jfacturing  that  was  the  first 
/sterling  dual-currency 
ever. 

stralian  dollars.  Two  issues 
ink  of  Tokyo  and  one  for 
Iner  Bank  were  among  the 
i  A$  issues  led  or  co-led  by 
an. 

w  Zealand  dollars.  We  led 

sues,  including  a  NZ$75 
>n  Coca-Cola  Financial 
which  we  swapped  into 


Selected  non-U.S.  dollar  issues 
lead-managed  by 
Morgan  Guaranty  in  1985 

Bank  ot  lokyo 

A$50  million 

British  Petroleum 

¥17  billion 

British  Petroleum 

£50  million 

Chrysler  financial 

SF160  million 

Chrysler  Financial 

NZ$65  million 

Coca-Cola  Financial 

NZ$75  million 

17  .  

European 

Invp^tmpnt  Rani: 

DKR250  million 

FY*rrnvip 

£100  million 

C\c\7  Hp  Kranrp 

\jciJL.  uc  i  i  aiiuc 

FF500  million 

IBM  Credit 

NZ$60  million 

IBM  France 

FF700  million 

IBM  World  Trade 

ECU  150  million 

Kingdom  of  Sweden 

FF500  million 

Marubeni 

C$200  million 

Mass  Transit  Railway 
(Hong  Kong) 

HK$700  million 

McDonald's 

¥25  billion 

Mobil 

FF500  million 

Nordic 

Investment  Bank 

DKR200  million 

N.V  Amev 

£50  million 

Olivetti 

SF100  million 

PepsiCo 

SF130  million 

Peugeot 

FF500  million 

R.J.  Reynolds 

DM265  million 

R.J.  Reynolds  . 

SF275  million 

Security  Pacific 

ECU  100  million 

Sterling  Drug 

£30  million 

Syntex 

¥20  billion 

Unilever 

FF250  million 

United  Technologies 

Lit50  billion 

World  Bank 

SF600  million 

fixed-rate  U.S.  dollar  financing. 

Lira.  We  were  co-lead  man- 
ager of  the  first  U.S.  corporate 
Euro-lira  issue  for  United  Tech- 
nologies, for  Lit50  billion. 

Danish  krone.  We  were  lead 
manager  for  the  first  two  issues 
in  the  Euro-Danish  krone  bond 


market,  which  opened  last  year. 

Yen.  For  J.C.  Penney,  we 
arranged  U.S.  dollar  fixed-rate 
funding,  at  a  cost  below  the  yield 
on  U.S.  Treasury  notes,  through 
a  Euro-yen  bond  issue  and  cur- 
rency swap. 

We  deliver  innovative  services 
in  the  capital  markets  with  the 
same  high  quality  and  skill  that 
have  long  been  hallmarks  of  all 
Morgan  banking.  Challenge  us 
with  your  next  complex  financ- 
ing problem. 

Morgan  Guaranty  Ltd,  30Throg- 
morton  Street,  London  ec2n  2nt 

Morgan  Guaranty  Trust  Company, 
23  Wall  Street,  New  York,  NY 
10015 


The  Morgan  Bank 


Phctos  by  Frank  Fournter/Coa 


ment  slid  in  the  Seventies.  Soon  it 
will  become  a  luxury  housing  en- 
clave, with  prices  probably  beginning 
at  $500,000. 

What  of  the  3,700  Ford  workers 
who  were  turned  out  when  the  Mah- 
wah  assembly  plant  was  shut  down? 
Some  23%  of  them,  the  largest  single 
group  in  the  work  force,  lived  in  near- 
by Orange  County,  N.Y.,  a  few  miles 
to  the  north.  When  the  plant  shut 
down,  the  county's  leading  politician, 
Orange  County  Executive  Louis 
Heimbach,  told  the  Mew  York  Times  the 
closing  was  "probably  the  most  dev- 
astating economic  news  to  hit  us 
since  the  Depression." 

What  does  he  say  six  years  later? 
"Orange  County  is  the  fastest-grow- 
ing county  in  New  York,  and  the 
number  of  jobs  here  is  growing  faster 
than  the  population."  As  evidence, 
Heimbach  ticks  off  a  list  of  new  ad- 


Mahwab  used  to  be  modest  frame  houses 
down  by  the  river,  now  it  is  trendy 
$300,000  condos  up  in  the  hills. 


Tfje  Abex  railroad  brake-sljoe  factory 
(top)  shut  down  in  1983  Mildred  Sul- 
kowski  (above),  who  worked  there  21 
years,  at  home  with  husband  Walter. 

ministrative  and  distribution  opera- 
tions, ranging  from  trucking  to  bank- 
ing. "Average  disposable  family  in- 
come in  Orange  County  was  less  than 
$20,000  in  1979,"  Heimbach  explains. 
"Today  it's  over  $30,000."  He's  not 
sure  what  happened  to  all  the  Ford 


^ASHLEY 


workers,  except  to  agree  that  the 
aren't  walking  the  streets  of  Oranj 
County. 

No  matter  how  good  their  circun 
stances  are,  people  can  always  fin 
something  to  worry  about,  and  th 
folks  of  Mahwah  are  no  exceptioi 
When  he's  not  turning  land  deals,  re; 
estate  agent  Bill  Dator,  whose  gram 
father  assembled  the  Ford  plant  lan 
in  the  early  1950s,  frets  about  recrui 
ing  enough  volunteer  firemen:  "Will 
guy  moving  to  work  here  and  living  i 
one  of  those  $300,000  condos  get  oi 
of  bed  at  2  a.m.  to  go  put  out  a  fire? 
Some  burning  question  that  is.  Th 
memory  of  man  has  a  way  of  suffusirj 
the  past  with  the  haze  of  nostalgi 
But  in  Mahwah,  at  least,  you'd  b 
hard-pressed  to  find  disagreemer 
with  this:  The  good  old  days  were  n( 
all  that  great — nor  has  the  preset 
turned  out  so  badly  after  all.  ■ 


Heavy  industry  is  gone,  but  sen  ice  opera- 
tions such  as  IBM,  Pulsar  and  Laura  Ash- 
ley moved  in,  and  no  one  seems  to  mind 


Volunteer  firetyum  Bill  Dator  wondei 
whether  new,  $300,000  condo  ounet 
will  get  up  to  fight  fires  at  2  a.m. 
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Still  one  of  a  kind. 


Dodge  Mini  Ram  Van. 

When  Dodge  introduced  Mini 
Ram  Van,  businesses  responded. 
Our  idea  of  a  maneuverable, 
efficient  van  small  enough  to 
make  it  through  the  tight  spaces 
af  the  city,  yet  big  enough  to 
carry  plenty  of  cargo,  revolution- 
ized business  transportation. 

But  we  knew  that  our  com- 
petition would  rush  to  get  their 
versions  on  the  market  So,  we 
made  sure  that  we  engineered 
Mini  Ram  Van  to  remain  the 
most  advanced. 

For  example,  we  gave  Mini 
Ram  Van  front-wheel  drive,  for 
exceptional  handling  and  wet- 
weather  traction.  The  others  all 
use  rear-Wheel  drive. 

We  gave  Mini  Ram  Van  a 
low  17.0"  floor,  to  make  loading 


and  entry  easy.  Astro  and  Aero- 
star  have  a  significantly  higher 
loading  floor. 

And  we  gave  Mini  Ram  Van  a 
load  of  standard  features.  Like 
tinted  glass,  a  manual  overdrive 
transmission,  halogen  headlamps 
and  power  brakes,  all  extra-cost 
options  on  Chevy  Astro. 

But  maybe  the  best  standard 
feature  on  Mini  Ram  Van,  that 
you  won't  find  on  any  of  the 
competition,  is  Dodge's  5/50 
Protection  Plan. 
Only  Dodge  Backs  Every 
Truck  It  Builds  With 
5/50  Protection,  Standard. 
We  have  so  much  confidence  in 
the  quality  of  the  trucks  we 
build,  we  back  them  with  the 
same  warranty  we  give  the  cars 
we  build.  With  our  standard  5 
year  or  50,000  mile  Protection 
Plan*  Nobody  else.. .not  Ford, 
not  Chevy,  not  the  imports  - 
does  that  When  we  say  we 


build  tough  trucks,  we  prove  it 

Just  because  we  designed 
Mini  Ram  Van  so  well  to  start, 
doesn't  mean  we're  going  to  sit 
on  our  laurels.  For  example,  for 
1986,  we've  increased  its  max- 
imum payload  capacity  to  2005 
lbs.,  the  highest  available 
payload  in  the  class. 

For  the  business  that  needs 
a  small  van,  Dodge  suggests 
Mini  Ram  Van.  Not  because  it 
was  the  first  But  because  we 
think  you'll  agree  it's  the  most 
advanced. 

'Limited  warranty  on  the  engine,  powertrain  and 
against  outer  body  rust-through.  Excludes  leases. 
Restrictions  apply.  See  copy  at  dealer. 

AMERICA'S  BEST  BACKED  TRUCKS 


tVtHBO 
J  RAM 
TOUGH 


DIVISION  OF  CHRYSLER  CORPORATION 


BUCKLE  UP  FOR  SAFETY. 


The  Up  &  Comers 


Strategy 


The  world,  it  seems,  is  not  dying  to  pay 
for  hamburgers.  How,  then,  does  Norman 
Brinker  manage  to  keep  his  Chilis  restau- 
rant chain  growing? 


A  risky  business 


By  Matthew  Heller 


ne  of  the  things  that  in- 
trigues me  about  this  busi- 


^^ness,  and  life,  is  risk.' 

That's  Norman  Brinker  talking 
about  the  restaurant  business,  where 


he  has  made  quite  a  mark  with  chains 
he  started  and  sold.  Now  54  and  polo- 
playing  fit,  Brinker  is  chairman  of 
Chili's  Inc.,  a  chain  of  "casual  dining" 
restaurants  based  in  Dallas. 

Is  any  business  riskier  than  casual 
dining?  You  know  the  concept.  Sell  $2 


hamburgers  for  $4  or  more,  throw  in 
table  service  and  maybe  a  tablecloth, 
lay  in  plenty  of  imported  beers  and 
white  wine,  and  wait  for  the  21-to-35- 
year-olds  to  pile  in.  Simple,  straight- 
forward— but  Brinker's  former  em- 
ployer, Pillsbury  Co.,  has  been  forced 
to  scratch  fj.  Muggs,  its  entry  in  the 
market,  and  Saga  Corp.  is  rethinking 
its  Spoons  chain,  after  being  badly 
burned  in  some  markets.  Even  at  the 
well-established  TGI  Friday's  chain, 
net  income  fell  20%  on  a  10%  sales 
increase  last  year. 

"Those  who  went  into  the  [casual 
dining]  segment  found  it  was  a  lot 
tougher  than  it  looked,"  explains  Ste- 
phen King,  TGI  Friday's  director  of 
financial  administration.  "And  those 
already  in  the  segment  lost  sales  to 
the  new  entries." 

Chili's,  by  contrast,  has  so  far  re- 
sisted the  slump.  Sales  have  grown 
from  $26  million  in  1982  to  an  esti- 
mated $105  million  for  the  fiscal  year 
that  will  end  June  30.  The  number  of 
outlets  has  risen  from  24,  almost  all 
in  Texas,  to  71  in  13  states.  Earnings, 


Norman  Brinker,  chairman  of  Chili's  Inc. 

"I've  been  in  the  business  25  years,  and  I'm  always  nervous. 


Hollv  Kuper 
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mere  $180,000  in  1974,  hit  $4.1  mil- 
on  (88  cents  a  share)  last  year  and  are 
kely  to  increase  another  11%  or  so 
lis  year. 

Conscious  that  he  must  exhibit  a 
lowman's  flair  in  what  has  become  a 
Dmmodity  business,  Brinker  walks  a 
ghtrope  between  keeping  costs 
own  and  his  fickle  customers' 
boices  up.  Whereas  many  competi- 
>rs  offer  extensive  menus,  some  with 
ibles  of  contents,  Chili's  offers  a 
:rictly  limited  menu  built  around 
amburgers  (at  $3.75)  and  southwest- 
m  items  like  fajitas  (marinated  strips 
f  beef  in  a  flour  pancake,  at  $6.95). 
he  decor  is  no-frills  green  tile  and 
rood  punctuated  by  such  Tex-Mex 
rtifacts  as  cactus  plants  and  photo- 
raphs  of  chili  cook-offs. 

Brinker  says  the  limited  menu 
eeps  food  and  drink  costs  to  27%  of 
lies,  compared  with  30%  for  Fri- 
ay's.  Cutting  the  customer's  deci- 
on-making  time  also  helps  Brinker 
lrn  tables  faster — every  40  minutes, 
3.  an  industry  norm  of  one  hour. 

But  the  restaurateur  qua  showman 
lust  also  risk  some  experimentation, 
hus  Brinker  recently  added  barbe- 
jed  ribs,  at  $7.95,  to  the  menu.  The 
bs  will  complicate  the  simple  kitch- 
i  setup  and  increase  table-turn  time; 
rinker  says  margins  on  ribs  are 
lemselves  spare.  He  felt  compelled 
)  add  them,  he  explains,  because  ribs 
Duld  attract  new  customers. 

But  he  makes  it  clear  that  ribs  are 
i  experiment,  not  a  commitment, 
[t  may  be  that  they  don't  sell  in 
main  areas,"  says  Brinker.  "If  so, 
re'll  just  take  them  off  the  menu." 

If  anyone  knows  how  to  prosper  in 
lis  business,  it  should  be  Brinker.  In 
966  Brinker,  then  34,  started  the 
teak  &  Ale  chain.  The  Bennigan's 
lain  followed  in  1976.  He  sold  both 
f  them  to  Pillsbury  in  1976,  pocket- 
lg  $33  million  in  stock,  and  went  to 
rork  for  Pillsbury  as  the  chairman  of 
teak  &.  Ale.  There  he  discovered  Chi- 
's,  started  by  brothers  Larry  and  Jack 
avine  of  Dallas.  Brinker  wanted  to 
uy  Chili's  for  Pillsbury,  but  the  deal 
ever  jelled.  In  1983  Brinker,  by  now 
resident  of  Pillsbury's  restaurant  di- 
ision  but  itching  under  the  big  com- 
any's  bureaucracy,  agreed  to  help  the 
avines  expand  Chili's.  He  traded  his 
700,000-a-year  Pillsbury  job  for 
135,000  a  year  as  Chili's  new  chair- 
lan,  and  paid  the  Lavines  $  1 2  million 
>r35%  of  Chili's  stock. 

With  30  of  its  71  outlets  in  Texas, 
Iklahoma  and  Louisiana,  Chili's  is 
jrviving  but  not  setting  the  world  on 
re.  The  company's  5.2  million 
lares  outstanding  were  up  to  29  last 
lly  but  recently  traded  at  20s/8 — dis- 


heartening for  the  former  Pillsbury 
managers  lured  to  Chili's  by  options 
exercisable  at  prices  between  $15  and 
$21  a  share. 

Reasonably  enough,  Brinker  wants 
to  expand  into  the  Northeast  and  the 
Midwest.  But  TGI  Friday's  King 
warns  that  Chili's  is  already  "running 
into  management  stretch,"  a  point 
Brinker  agrees  is  a  "key  concern."  To 
limit  his  expansion  risks,  Brinker  has 
signed  a  franchise  agreement  with 
Randolph,  Mass. -based  Dunkin'  Do- 


By  Marc  Beauchamp 

Rapidly  growing  little  companies 
often  get  sick.  They  need  a  doctor 
and  a  cash  transfusion.  Bankers,  as 
most  businessmen  know,  prefer  min- 
istering to  companies  when  they're 
well,  not  when  they  need  money. 

Into  this  vacuum  has  stepped  Los 
Angeles'  Foothill  Group,  Inc.  With 
$390  million  in  assets,  Foothill  is  the 
nation's  largest  independent  commer- 
cial finance  company.  It  specializes  in 
making  loans  ranging  from  $500,000 
to  $2  million — and  sometimes  much 
more — to  companies  few  commercial 
bankers  would  treat,  securing  the 
loans  with  accounts  receivable,  in- 
ventory and  other  assets. 

Example:  Preway,  Inc.,  a  $130  mil- 
lion (1985  sales)  Wisconsin-based 
maker  of  fireplaces  and  gas  barbecue 
grills,  hemorrhaged  cash  in  1984  and 
1985.  In  January,  when  its  bankers, 
nervous  that  a  Preway  furnace  might 
be  recalled,  refused  to  help,  Preway 
Chairman  James  Egan  called  Foothill. 
Within  48  hours  Foothill  Capital 
(Foothill  Group's  main  subsidiary)  of- 
fered Preway  a  $25  million  line  of 
credit  secured  by  $50  million  in  ac- 
counts receivable,  plant,  equipment 
and  property.  Cost:  3Vi  points  over 
prime — but  you  don't  argue  fees  from 
the  operating  table. 

"We  were  very  pleased  and  sur- 
prised by  Foothill's  quickness  and 
willingness  to  take  on  the  risk,"  says 
Egan.  "We  still  have  a  long  row  ahead 
of  us,  but  we've  gotten  breathing 


nuts  for  his  northeastern  expansion. 
The  Southeast  was  penetrated 
through  a  joint  venture  with  Sunstate 
Restaurant  Corp.  Sagely  attuned  to 
the  dangers  of  rapid  growth,  Brinker  is 
now  limiting  Chili's  expansion  to  no 
more  than  20  new  outlets  a  year. 

"I've  been  in  the  business  25  years," 
Brinker  confides,  "and  I'm  always 
nervous."  That  essential  humility  in 
the  face  of  market  forces  is  Brinker's, 
and  his  shareholders',  least  tangible 
but  most  valuable  asset.  ■ 


room."  Other  Foothill  patients  in- 
clude UPI  (for  which  Foothill  ar- 
ranged a  $6  million  line  of  credit), 
media  company  Oak  Industries,  Sam- 
bo's restaurant  chain  (since  liquidat- 
ed) and  stereo  maker  Marantz  Inc. 

Foothill's  patients  pay  handsomely 
for  its  services.  In  good  times,  Foot- 
hill's spread  generally  comes  in  at  5% 
to  7%,  including  fees.  From  1971  to 
1981  Foothill  averaged  an  enviable 
20%  return  on  equity  and  a  healthy 
3%  on  assets. 

Why  aren't  more  people  in  this 
business?  Because  the  doctors  some- 
times catch  their  patients'  diseases. 
That  happened  to  Foothill. 

"It  was  all  peaks  until  1982,"  con- 
fesses Co-Chief  Executive  Officer 
John  Nickoll,  51,  who  founded  Foot- 
hill with  Don  Gevirtz  in  1970.  "After 
ten  years  of  up  earnings  and  every- 
thing going  great,  probably  your  ego 
gets  in  the  way  of  your  judgment." 

In  the  early  1980s  Gevirtz  and 
Nickoll  were  eager  to  cash  in  on  the 
Texas  oil  boom  but  were  limited  by 
Texas'  usury  laws.  So  they  embarked 
on  an  ambitious  leasing  business.  At 
one  point  Foothill  had  as  much  as 
25%  of  its  assets  in  Texas.  When  the 
oil  boom  went  bust,  Foothill  was  left 
with  warehouses  of  repossessed  ma- 
chine tools  and  other  energy-related 
gear.  The  fiasco  cost  $40  million  in 
losses  and  writeoffs. 

This  was  more  than  a  little  embar- 
rassing for  Gevirtz.  Gevirtz,  58,  an 
adviser  to  Jerry  Brown,  Gary  Hart  and 
Walter  Mondale,  is  an  outspoken  pro- 


The  Up  &  Comers 


Fumbles 


Los  Angeles'  upstart  Foothill  Group  is  a  financial  doc- 
tor to  ailing  small  companies.  Unfortunately,  doctors 
sometimes  catch  their  patients'  diseases. 

Taking  the  cure 
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pension  managers  are  created  Equitable. 


We  have  the  resources,  the  expe- 
:e  and  the  expertise  to  develop  new 
stment  products  that  capture  in- 
ment  opportunities  as  they  happen, 
(now  the  marketplace.  And  we  un- 
tand  the  needs  of  sponsors. 

Add  to  that  the  agility  to  move 
kly  in  dynamic  and  volatile  markets. 


Talk  to  Nick  Lopardo,  Senior  Vice 
President  at  201-392-5423. 

He'll  work  with  you  to  help  you 
decide  whether  you  should  select  one  of 
our  new  pension  investment  opportuni- 
ties or  a  client-specific  investment  pro- 
gram. Or  maybe  something  in  between. 
But  whatever  you  decide,  you'll  see  the 


advantage  of  having  your  pension  fund 
created  Equitable. 

the£quitable 

Pension  Investments 

The  Equitable  Life  Assurance  Society  of  The  United  States.  N.V..  N.V. 


Foothill  Group's  John  Nickoll  (left)  and  Don  Geiirtz 
"They  are  short  on  credibility,"  warns  an  analyst. 


ponent  of  the  "small  is  beautiful"  gos- 
pel— an  "Atari  Democrat,"  as  the 
breed  is  known  in  Marin  County. 

While  Foothill  was  hemorrhaging, 
Gevirtz  was  writing  Business  Plan  for 
America:  An  Entrepreneur's  Manifesto,  a 
paean  to  small  business  and  a  diatribe 
against  big  banks  and  callous  NYSE- 
listed  conglomerates.  Business  Week 
named  it  as  one  of  the  ten  best  busi- 
ness books  of  1984. 

Meanwhile,  Foothill's  other  subsid- 
iary, Los  Angeles-based  Foothill 
Thrift  &  Loan,  was  having  its  own 
problems  with  shaky  loans.  Foothill 
Group  lost  money  in  three  of  the  past 
five  years;  stockholders'  equity  has 
fallen  41%  since  1981,  to  $27  million. 

Last  year  Foothill  Thrift  &  Loan 
finally  bailed  out  of  a  long-unprofit- 
able conditional  sales  contract  financ- 
ing business  at  a  cost  of  $9  million. 
The  size  of  that  hit  took  many  ana- 
lysts by  surprise.  Foothill's  stock  now 
bumps  along  at  around  $6,  down  from 
nearly  $15  a  share  in  1982. 

Having  helped  save  other  compa- 
nies, Gevirtz  and  Nickoll  must  now 
try  to  save  themselves.  Foothill  is 
done  with  the  energy  business.  "Ev- 
erybody that  was  part  of  that  disaster 
is  gone,  there  isn't  even  a  receptionist 
left,"  says  Gevirtz,  who  does  have  the 
grace  to  accept  ultimate  responsibil- 


ity. He  and  Nickoll  have  also  brought 
in  new  managers  at  Foothill  Capital 
and  at  the  thrift,  charged  with  central- 
izing and  tightening  credit  policy.  If 
that  sounds  like  a  trick  from  the  big 
businesses  of  which  Gevirtz  is  so  crit- 
ical, remember  that  regional  credit 
managers'  autonomy  contributed 
heavily  to  Foothill's  problems  in  oil- 
related  loans. 

Gevirtz  and  Nickoll  had  wanted  to 
acquire  an  S&L — a  cheap  way  to  boost 
Foothill's  leverage  and  return  on  equi- 
ty. Their  recent  past,  however,  has 
become  a  hurdle.  Last  fall  Foothill 
offered  stock  for  $850  million  (assets) 
Local  Federal  of  Oklahoma  City.  But 
in  February  Local  Fed  President  James 
Woods  dismissed  the  offer,  citing  "the 
fundamental  incompatibility"  of  the 
two  companies'  lending  policies, 
Foothill's  "poor  track  record"  and  a 
dispute  over  board  representation. 

Foothill  does  have  friends,  howev- 
er, at  Drexel  Burnham  Lambert, 
which  handled  a  $40  million  floating 
rate  note  for  Foothill  in  1984.  "Our 
paper  is  the  kind  of  stuff  they  sell," 
says  Nickoll,  referring  to  Drexel's 
prodigious  ability  to  move  bonds  of 
less  than  prime  quality. 

Foothill  Thrift's  own  portfolio  in- 
cludes a  good  number  of  Drexel-un- 
derwritten  bonds.  Nickoll  quickly 


adds  that  Foothill  also  has  bonds  from 
Shearson  Lehman  Brothers,  Merrill 
Lynch  and  others.  Meantime,  Foothill 
is  hoping  for  more  clients  like 
Preway,  the  fireplacemaker.  Preway, 
by  the  way,  was  introduced  to  Foot- 
hill by  Drexel  Burnham. 

Gevirtz  and  Nickoll  are  confident 
of  a  "strong"  second  half  and  a  robust 
1987.  Nonperforming  loans,  currently 
at  7.4%  of  assets,  remain  worrisome 
but  are  much  better  than  1982's  20%, 

Are  there  any  more  surprises  lurk- 
ing in  Foothill's  portfolio? 

"No,  sir,"  Gevirtz  assures  Forbes. 
He  adds:  "But  there  are  no  definite 
'nos'  in  business.  Let's  say  I'm  not 
aware  of  any  [surprises],  and  I  don't 
anticipate  any."  Falling  interest  rates 
will  reduce  the  pressure — unless  Ge- 
virtz is  too  optimistic  about  his  port- 
folio. Warns  Dean  Witter  analyst 
Lawrence  Eckenfelder,  who  has  heard 
Gevirtz'  turnaround  predictions  be- 
fore: "They  are  short  on  credibility 
and  they  know  it." 

Not  helping  matters,  in  the  credi- 
bility department,  Foothill's  latest 
proxy  shows  that  Nickoll  sold  55,00C 
shares  of  his  stock  last  year  (he  still 
owns  330,000  shares);  Gevirtz  sold 
around  40,000  of  his  343,000-share 
stake.  Why?  "Personal  reasons,"  the 
two  men  say.  ■ 
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He  who  travels  much 
appreciates  daily  service. 


You  don't  need  an  ancient 
rerb  to  know  daily  service  is 
iortant  to  business  travelers. 

That's  why  United  offers  daily 
ice  to  Tokyo,  Hong  Kong, 
ka,  and  Sydney  from  more  top 
mess  centers  than  any  other 
ne. 

And  United  offers  daily 
stop  service  to  Tokyo  from  five 
.  gateways. 

You'll  enjoy  all  the  conve- 
lce  of  one-airline  service 
a  Tokyo  to  Seoul,  Manila, 


Singapore,  Bangkok,  Beijing  and 
Shanghai. 

And  now,  Mileage  Plus  offers 
a  50%  bonus  in  First  Class,  a  25% 
bonus  in  Business  Class  and  several 
other  generous  Royal  Pacific 
mileage  bonuses. 

United's  Royal  Pacific  Service. 
Call  your  Travel  Agent. 
Or  call  United.  ' 

You're  not just flying, 
you're flying  the  friendly  skies. 


die  friendly 


United 


On  the  Docket 


So  you  want  to  outflank  union  organizers 
by  setting  up  a  management-sponsored 
"workers7  committee7?  Think  again. 


Just  a  puppet? 


By  Jill  Andresky 


It  seemed  at  the  time  like  an  ap- 
pealing way  to  boost  employee 
productivity,  but  things  did  not 
work  out  quite  as  intended  for  Texas 
Bus  Lines  Inc.  of  Houston.  Though 
workers  had  already  filed  a  petition  to 
join  the  Teamsters,  the  carrier  three 
years  ago  set  up  an  employee  commit- 
tee to  act  as  a  "go-between"  for  man- 


agement and  drivers.  As  expected,  the 
newly  formed  committee  soon  began 
meeting  with  management  to  discuss 
wages,  procedures  for  employee  repri- 
mands and  chronic  problems  such  as 
absenteeism. 

Texas  Bus  Lines  naturally  hoped 
the  arrangement  would  foster  better 
relations  between  workers  and  man- 
agement, but  the  company  was  in  for 
a  shock.  Last  December  the  National 


Labor  Relations  Board  ruled  that 
TBL's  workers'  committee  was,  in 
fact,  a  bona  fide  labor  organization 
and  that  management  had  violated 
the  National  Labor  Relations  Act  by 
using  it,  in  effect,  to  try  to  block  an 
organizing  drive  by  the  Teamsters. 

At  a  time  when  workers'  commit- 
tees are  increasingly  being  used  by 
firms  to  boost  worker  productivity 
and  even  the  quality  of  a  company's 
products,  the  NLRB  has  chosen  to 
stand  behind  a  quarter-century-old  le- 
gal doctrine  that  sharply  raises  the 
risks  of  using  such  councils  at  all.  In  a 
landmark  case,  NLRB  v.  Cabot  Carbon 
Co.,  the  U.S.  Supreme  Court  held  in 
1959  that  any  group  that  exists  to 
"deal  with"  employees  on  grievances 
and  questions  of  hours,  wages  and 
working  conditions  was  really  a  labor 
organization  that  had  to  be  guided  by 
the  NLRA.  That  meant  no  "unlawful 
domination"  of  the  group's  activities 
by  management. 

With  the  Texas  Bus  Lines  and  other 
recent  cases,  the  Cabot  doctrine  has 
once  again  become  a  nettle  for  man- 
agement. "Once  the  courts  decide  a 
group  is  a  labor  organization — which 
is  easy  to  do  because  the  'dealing- 
with'  standard  is  so  broad — then, 
boom,  there  has  been  a  finding  of  un- 
lawful domination  by  management," 
says  Roger  Jacobs,  a  New  York-based 


The  Canon  Bubble  -  Jet  Printer  . 
is  very  compatible  with  all  these  units. 
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or  lawyer. 

because  the  Cabot  doctrine 
eeps  so  broadly,  even  those 
npanies  that  set  up  workers' 
nmittees  for  such  innocu- 
>-seeming  purposes  as  foster- 
employee-management 
alog"  are  potentially  at  risk, 
ianagements  are  going  to  get 
led  if  they  don't  take  precau- 
ns,"  warns  Stephen  Cabot 

relation  to  the  principals  in 
:  1959  case),  a  well-known 
nagement  consultant  and  la- 
■  lawyer  at  Philadelphia's 
;kner,  Dorfman,  Wolffe, 
unick  &  Cabot, 
labot  and  others  now  rou- 
ely  advise  that,  rather  than 
)w  employees  to  elect  repre- 
itatives  (which,  to  a  judge, 
y  suggest  notions  of  a  union 
ction),  management  should 
)Ose  members  randomly,  per- 
>s  from  a  group  of  volunteers, 
ds  attorney  Jacobs,  "Above  all, 
ke  it  clear  to  the  committee  that 

suggestions  are  purely  advisory 
1  that  management  has  no  inten- 
tis  of  negotiating  about  them." 
7o  be  safe,  Jacobs  even  advises 
rning  the  committee  to  stay  away 
m  grievances  and  work-related  is- 
:s,  concentrating  instead  on  im- 
ving  production  and  quality.  Si- 


multaneously, management  should 
circulate  a  document  to  all  employ- 
ees, stressing  that  they  should  take 
their  grievances  to  their  supervisors 
and  not  to  committee  members. 

If  such  steps  are  not  taken,  a  com- 
pany's problems  can  multiply.  For  ex- 
ample, the  NLRB  may  force  the  com- 
pany to  recognize  a  union,  as  it  did  in 
NLRB  v.  Deepdale  General  Hospital,  if 


the  federal  agency  determines 
that  a  firm's  workers'  commit- 
tee unlawfully  kept  a  union  out. 
The  board  may  also  order  man- 
agement to  stop  dealing  with  its 
workers'  committee  altogether, 
as  it  did  in  the  Texas  Bus  Lines 
case. 

Is  all  this  just  nit-picking  by 
federal  zealots  at  the  NLRB?  La- 
bor lawyers  by  and  large  praise 
the  agency,  blaming  instead  the 
NLRA,  written  during  the  De- 
pression, as  well  as  the  Cabot 
Carbon  case,  for  being  out  of 
touch  with  the  times.  Says  Paul 
Cherner,  head  of  the  labor  law 
department  at  Sachnoff,  Weaver 
&  Rubenstein,  a  Chicago  firm 
well  known  in  the  field,  "The 
problem  is,  neither  takes  into 
account  new  trends,  such  as 
worker  participation,  employee 
stock  ownership  and  workers 

nan  A|har     Oil  boards." 

Since  neither  the  Administration 
nor  anyone  in  Congress  seems  in- 
spired at  present  to  press  for  change  in 
the  NLRA  or  the  Cabot  doctrine,  the 
problems  they  present  are  likely  to 
confront  management  for  some  time 
to  come.  The  moral  in  the  tale?  If  you 
must  have  a  workers'  committee, 
don't  treat  it  like  a  puppet  union;  the 
thing  might  acquire  a  life  of  its  own.  ■ 


Because  high-speed,  high-quality 
inting  should  be  seen,  not  heard. 

rhe  Canon  Bubble-Jet  Printer  uses  an  exclusive 
item  that  combines  thermal  and  ink-jet  technology 
)rint  an  ultra-fast  220  cps.  While  keeping  the 
;ibels  down  to  a  whisper. 

Tor  professional  word  processing,  the  Near  Letter* 
ality  mode  (NLQ)  churns  out  crisp,  clear  copy 
i  brisk  110  cps.  And  the  BJ-80  has  three  graphic 


image  modes  for  high-resolution  printouts  of  charts, 
graphs  and  diagrams. 

Of  course,  the  Bubble-Jet  is  fully  compatible  with 
Canon's  fine  line  of  Personal  Computers  and  plug-com- 
patible with  the  IBM  PC.  It's  compact,  lightweight 
and  surprisingly  affordable. 

Ask  your  dealer  about  the  full  line  of  fast,  efficient, 
economical  Canon  Printers.  • 
Findoul  what  all  the  quiet  ^^C*II\jl 
excitement  is  about.  PRINTERS 

Printouts  that  stand  out. 


36  Canon  U.S. A..  Inc. 

iore  information:  call  1-800-441-1313.  (Or  in  Utah,  call  800-922-3131.)  Or  write  Canon  U.S.A..  Inc.,  Printer  Division,  RO.  Box  619865,  Dallas/Fort  Worth  Airport,  TX  75261. 


U3ES,  MAY  5,  1986 


81 


Numbers  Game 


Its  annual  report  season  again,  time  for 
intelligent  investors  to  figure  out  what's 
really  going  on  above  the  bottom  line. 

Recommended 
reading 


Every  year,  about  the  time  the  first 
baseball  is  thrown  in  earnest,  inves- 
tors are  deluged  by  corporate  annual 
reports.  Each  year's  crop  produces  its 
own  peculiar  mix  of  accounting  spit- 
balls  and  curves  for  which  intelligent 
investors  must  be  prepared.  What  to 
watch  for  in  the  1985  reports?  Con- 
tributing Editor  Richard  Greene  has 
been  poring  through  annuals  recently 
received.  His  scouting  report  singles 
out  five  areas  to  watch. 

The  year  of  the  bath.  Last  year 
scores  of  Forbes  500s  companies  took 
advantage  of  the 
strong  stock  market 
and  wrote  down  in- 
ventories and  plants 
or  sold  off  their  losing 
operations  altogether 
(Forbes,  Feb.  24).  GTE, 
for  example,  wrote  off 
$2.09  billion.  General 
Electric  took  a  $518 
million  charge  against 
earnings.  Atlantic 
Richfield  wrote  off 
$515  million  for  the 
divestiture  of  some 
metals  operations. 
Most  of  the  charges 
were  booked  in  the 
fourth  quarter.  "Most 
companies  feel  that  if 
they  bit  the  bullet  ear- 
lier it  would  depress 
the  stock  price  for  the 
year,"  explains  Har- 
vey Moskowitz,  a 
managing  partner  at 
Seidman  &  Seidman, 
"but  if  they  wait  until 
the    fourth  quarter, 


people  are  likely  to  look  to  next  year 
and  react  bullishly." 

Fortunately,  big  baths  are  easy  to 
spot:  The  auditors  require  that  they  be 
included  as  a  line  entry  in  the  annual 
report's  income  statement.  Unfortu- 
nately, interpreting  the  charges  re- 
quires extra  care.  Remember:  These 
are  one-time  charges.  In  effect  they 
amount  to  management's  confession 
that  earnings  were  consistently  over- 
stated until  the  bath  was  taken.  But 
the  accountants  do  not  require  prior 
year's  earnings  to  be  restated,  so  the 
charges  thoroughly  throw  off  year-to- 


year  comparisons.  What's  more,  thew 
may  mislead  unwary  readers  next) 
year,  when  a  sudden  surge  in  earnings' 
may  simply  be  explained  by  the  ab- 
sence of  the  one-time  loss  the  compa- 
ny took  this  year. 

Smart  investors,  then,  will  take  the 
bottom-line  results  with  a  dose  of 
skepticism  and  look  closely  at  results 
from  continuing  operations. 

High  tech  accounting.  For  years 
now  accountants  for  high-tech  com- 
panies have  debated  when  R&D  ex- 
penses should  be  capitalized  and 
when  expensed.  Last  year  the  Finan- 
cial Accounting  Standards  Board 
ruled  that  such  expenditures  could  be 
capitalized  once  a  working  model 
proved  the  "technical  feasibility"  of 
the  product.  Using  the  new  rules  (they 
become  mandatory  next  year),  AT&T 
added  $119  million  to  its  profits  (they 
totaled  $1.6  billion)  last  year. 

Since  restatement  isn't  allowed, 
however,  this  will  produce  a  blip  in 
earnings — and  a  lack  of  comparability 
among  firms.  What's  more,  the  rules 
won't  lead  to  much  uniformity 
among  firms.  "This  ruling  won't  re- 
duce the  amount  of  diversity;  it  just 
changes  the  rules  by  which  you  get 
that  diversity,"  charges  G.  Steven 
Burrill,  chairman  of  Arthur  Young's 
high-technology  group.  "Some  firms 
will  capitalize  and  some  will  expense. 
They'll  use  this  statement  to  justify 
what  they'll  do." 

The  pension  bo- 
nanza. Another  earn- 
ings kicker,  upside, 
was  provided  last  year 
when  the  FASB  finally 
passed  its  rules  for 
pension  accounting 
(Forbes,  Apr  21). 
Companies  needn't 
follow  the  new  rules 
until  1987.  But  some 
firms  that  benefit 
from  the  new  rules  are 
already  using  them. 
E.I.  du  Pont  de  Ne- 
mours &  Co.,  for  in- 
stance, picked  up 
$158  million  in  be- 
fore-tax  income  by 
adopting  the  new 
rule— fully  14%  of 
1985  earnings. 

Phillips  Petroleum 
picked  up  $31  million 
the  same  way.  With- 
out that,  total  earn- 
ings would  have  fallen 
by  $196  million  in- 


to 
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:ad  of  $165  million, 
rhe  disturbing  thing  about  these 
nificant  sums  is  that  investors  may 
d  not  a  word  about  them  in  income 
itements.  Moreover,  while  earnings 
ly  be  given  a  good  shot  in  the  arm, 
>h  flow  is  unaffected.  "Nothing 
dly  changed  with  the  plans,  the  em- 
>yees  or  the  company,"  says  Ernst 
Whinney  partner  Norman  Strauss. 
.11  that  really  happened  is  the  FASB 
ne  up  with  a  better  mousetrap  for 
nsion]  reporting." 
Soing  bare.  With  insurance  premi- 
is  shooting  toward  Mars  last  year, 
inagements  by  the  hundreds  cut  or 
>pped  liability  policies.  Companies 
:  not  required  to  disclose  such 
ngs  in  their  annual  reports,  but 
tny,  including  Pfizer  and  Abbott 
boratories,  did. 

'You  certainly  should  be  concerned 
DUt  this  disclosure,"  Joseph  Loftus, 
partner  with  Price  Waterhouse, 
rns  investors,  "because  if  there  is  a 
issive  lawsuit  like  the  asbestos  or 
:  Dalkon  Shield  situations,  you  will 
ye  to  look  to  a  great  extent  to  the 
upany's  assets.  Self-insured  only 
:ans  that  nothing  happens  until  a 
npany  is  sued,  and  then  it  pays 
ih  [if  it  loses]." 

)ebt,  where  is  thy  sting?  "It's 
in  around  for  a  few  years,  but  debt 
easance  is  still  alive  and  well,"  re- 
rts  John  Deming,  director  of  ac- 
mting  for  KMG  Main  Hurdman. 
bt  defeasance  allows  firms  to  retire 
Dt  at  a  discount  from  par.  The  firm 
;s  not  actually  retire  the  debt  with 
amp  sum  payment.  Rather,  it  sim- 
'  sets  aside  a  fund  to  service  the 
3t.  Bondholders  are  unaffected.  But 
:  accountants  consider  the  issue  to 
ve  been  retired  the  minute  the  ser- 
:ing  fund  is  created,  and  permit  the 
upany  to  take  the  discount  into 
■nings  immediately. 
Defeasance  tends  to  be  most  popu- 

when  interest  rates  are  high  and 
I  debt  trades  at  big  discounts.  But 
in  with  interest  rates  down,  com- 
lies  are  still  booking  profits  from 
iring  old  issues.  Last  year  U.S. 
:el,  to  take  but  one  example,  extin- 
ished  $399  million  worth  of  old 
s%  and  73/4%  debt.  That  resulted  in 

extraordinary  gain  of  $51  million, 
ne  13%  of  total  profits.  Borden 
;d  the  same  device  to  pick  up  $1 1.8 
llion,  6%  of  its  profits. 
Moral?  When  confronted  by  debt 
feasance  and  all  the  other  account- 
;  curveballs,  1985's  annual  report 
iders  must  devote  extra  time  and 
ention  to  entries  above  the  bottom 
e,  and  to  footnotes.  But  then,  the 
)st  successful  investors  already 
ow  that.  ■ 


Taxing  Matters 


When  is  a  $1  billion  agri-industrial  com- 
plex a  family  farm?  When  it  comes  time  to 
pay  the  income  taxes. 

Fun  and  games 
with  chicken  feed 


By  Ruth  Simon 


ost  reasonable  observers 
would  not  call  Hudson  Foods 
a  family  farm.  Based  in  Rog- 
ers, Ark.,  Hudson  is  now  the  coun- 
try's 17th-largest  poultry  producer.  In 
the  fiscal  year  that  ended  last  Sept.  28, 
Hudson  earned  $8.5  million  on  sales 
of  $185  million.  It  went  public  in  Feb- 
ruary, raising  $21.3  million. 

Your  basic  family  farm?  The  Inter- 
nal Revenue  Service,  not  always  a  rea- 
sonable observer,  thinks  so.  As  a  re- 
sult, Hudson  was  able  to  defer  $7.6 
million,  its  entire  federal  tax  bill,  last 
year  under  long-standing  IRS  rules. 
This  deferral  can  be  rolled  over  more 
or  less  indefinitely. 

Hudson  is  not  a  fluke.  Other  agri- 
industrial  complexes,  including  $1.1 
billion  (sales)  Tyson  Foods  and  pri- 
vately held  Perdue  Farms  (estimated 
sales,  $740  million),  also  routinely  re- 
ceive tax  breaks  originally  intended 
for  family  farms.  How?  By  qualifying 
under  some  rather  arcane  rules  that 
allow  "family  farms"  to  use  cash  ac- 
counting instead  of  the  accrual  ac- 
counting the  IRS  requires  most  com- 
panies to  use  when  computing  tax- 
able income.  The  rules  date  from 
1919,  when  the  Treasury  concluded 
farmers  weren't  sophisticated  enough 
to  use  accrual  accounting  and  said 
they  could  use  cash  accounting  in- 
stead. Big  farmers  didn't  abuse  the 
provision,  because  taxes  were  low.  Be- 
sides, there  weren't  many  big  farms. 

The  choice  of  cash  or  accrual  is 
especially  important  for  livestock 
farmers  because  such  production 
costs  as  feed  are  incurred  well  before 
the  livestock  is  sold. 


Consider  a  chicken  farmer.  Accrual 
accounting  would  require  him  to  re- 
port a  portion  of  his  feed  inventories 
at  the  end  of  each  year,  while  not 
permitting  him  to  expense  the  feed 
until  the  bird  was  actually  sold.  The 
theory  is  that  the  feed  is  an  integral 
part  of  the  cost  of  producing  the  bird. 
Accrual  accounting  says  income  and 
expenses  should  be  matched,  so  feed 
costs  should  not  be  deducted  until 
revenue  is  received. 

Cash  accounting,  in  contrast,  al- 
lows the  farmer  to  report  cash  ex- 
penses and  receipts  when  they  actual- 
ly occur.  That  means  the  farmer  can 
immediately  deduct  the  feed  as  an 
expense,  but  he  doesn't  have  to  report 
the  chickens  as  income  until  they  are 
sold.  Expensing  in  the  current  period 
while  deferring  income  to  a  later  peri- 
od amounts  to  a  tax-free  loan  to  the 
farmer  from  the  Treasury.  The  bigger 
and  more  profitable  the  farm,  the  larg- 
er that  tax-free  loan  tends  to  be. 

In  1976  the  Treasury  argued  that 
agribusinessmen  were  equipped  for 
the  rigors  of  accrual  accounting.  Trea- 
sury tried  to  limit  cash  accounting  to 
farmers  grossing  less  than  $1  million 
annually.  That  sent  the  big  livestock 
producers  squawking  to  their  con- 
gressmen, who  chickened  out.  Even  a 
farm  grossing  $1  billion  or  more  could 
be  a  "family  farm,"  Congress  said,  if 
at  least  50%  of  its  stock  was  con- 
trolled by  a  single  family.  It  also 
carved  out  exceptions  for  individuals, 
partnerships  and  Subchapter  S  corpo- 
rations and  for  farm  corporations  con- 
trolled by  two  or  three  families. 

Hudson  Foods  Chairman  James 
Hudson  played  those  loopholes  with 
the  skill  of  Stephane  Grapelli  on  jazz 
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Chickens  before  the  slaughter 

The  bigger  and  more  profitable  the  farm,  the  larger  the  tax-free  loan. 


Grant  HcilmajvGranl  Hcilman  Ph<*ugn 
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violin.  Hudson,  a  former  Ralston  Pur- 
ina executive,  and  two  other  investors 
bought  the  business  from  Ralston 
Purina  in  1972.  Hudson  bought  out 
his  co-investors  in  1984,  and  took  the 
farm  public  in  February. 

But  note  the  key:  Hudson  Foods  has 
12  million  shares  outstanding.  James 
Hudson  owns  outright  7  million  of 
those  shares,  58%,  and  has  the  right 
under  a  revocable  proxy  to  vote  an 
additional  3  million  shares  owned  by 
his  family  and  company  executives. 
With  Hudson  effectively  controlling 
10  million  shares — 83%  of  the  com- 
mon— Hudson  Farms  can  do  several 
more  public  offerings  and  still  qualify 
as  a  "family  farm." 

Hudson  cheerfully  agrees  "it's  been 
a  long,  long  time"  since  he  drove  a 
tractor.  But,  he  says,  "Farming,  as  de- 
fined in  the  tax  code,  is  the  produc- 
tion of  farm  products.  It  doesn't  mat- 
ter whether  you  ride  a  tractor  or  a 
horse."  In  other  words,  says  Hudson, 
all  farmers  are  created  equal  and 
should  be  treated  equally  by  the  IRS. 

Springdale,  Ark. -based  Tyson 
Foods,  the  nation's  second-largest 
poultry  producer  (after  ConAgra),  is 
also  proving  adept  at  playing  by  the 
family  farm  rules.  This  $1.1  billion 
agricompany  contracts  out  chicken 


production  to  thousands  of  small 
farmers,  and  it  derives  more  than  60% 
of  its  revenues  from  such  "further 
processed  products"  as  Chicken 
McNuggets  and  frozen  dinners. 

To  remain  a  family  farm — but  also 
raise  public  equity — Tyson  recently 
reincorporated  in  Delaware,  where  it 
can  issue  two  classes  of  stock.  The 
Tyson  family  will  trade  its  55%  Class 
A  holding  for  restricted  Class  B  shares 
that  carry  ten  votes  each.  Outside 
shareholders  can  keep  the  Class  A 
shares  or  swap  them  for  Class  B, 
which  pays  a  lower  dividend.  If  only 
the  Tysons  make  the  switch,  they 
will  control  92%  of  the  voting 
rights — far  above  the  magic  50% 
minimum.  Any  new  stock  issued  by 
Tyson  will  be  of  the  Class  A  variety. 

Important?  It  is  to  Tyson.  Tyson 
earned  $35  million  in  the  fiscal  year 
that  ended  Sept.  28.  Cash  accounting 
allowed  it  to  defer  about  $26  million 
in  taxes.  That  amounted  to  78%  of 
Tyson's  1985  federal  tax  bill. 

"We  consider  ourselves  as  an  um- 
brella over  about  6,000  farms  and 
farm  families,"  says  Chairman  Don 
Tyson,  defending  his  use  of  the  family 
farming  rules.  "If  we  didn't  have  this 
kind  of  situation,  we  couldn't  protect 
those  6,000  farmers." 


But  do  family  farmers  need  su< 
protection?  The  fact  is,  cash  accoun 
ing  often  works  against  farmers  1 
making  cattle,  hogs  and  certain  c 
chards  attractive  tax  shelters  and  1 
encouraging  overproduction.  "I'1 
seen  too  many  instances  where  ej 
producers  or  others  on  a  cash  bas 
will  expand  their  operation  to  avo 
paying  income  tax,"  says  Agricultu 
Secretary  Richard  Lyng,  who  w 
briefly  on  Hudson  Foods'  boar 
"That  kind  of  tax  policy  has  causi 
family  farmers  a  lot  of  trouble." 

Chuck  Hassebrook  of  the  Cent 
for  Rural  Affairs  in  Walthill,  Ne 
agrees.  "Cash  accounting,"  he  warn 
"really  distorts  supply  and  demand 
And  Tyson  may  soon  freeze  tl 
amount  it  defers  because  tax  facto 
are  warping  its  business  decisions. 

This  seems  like  just  the  kind 
loophole  genuine  tax  reform  shou 
plug.  Indeed,  the  Administration's  r 
form  proposals  would  have  limit< 
cash  accounting  to  companies  wii 
less  than  $5  million  in  gross  receipt 
But  the  big  farmers  and  their  lobbyis 
squawked  as  in  1976,  and  congres 
men  again  clucked.  Reforming  farr 
ers'  cash  accounting  was  one  of  tl 
first  proposals  to  be  dropped  last  ye 
by  congressional  tax  writers.  ■ 
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Bodine 
Assembly  Systems 

More  companies  in  more  countries 
use  Bodine  Assembly  Systems 
than  any  other  in  the  world. 

Let  us  tell  you  why. 


THE  BODINE  CORPORATION  •  P.O.  BOX  3245  •  BRIDGEPORT,  CT  06605 
 (203)  334-3107  — 


ntlini: 


Bodine 

Assembly  Systems  That  Make  Money. 

Some  Straight  Talk  About  Factory  Automation. 

In  a  world  bedazzled  by  talk  of  factory  automation,  it's 
easy  to  overlook  the  realities  of  manufacturing.  Assem- 
bly is  the  most  difficult  of  all  manufacturing  processes 
to  automate.  Successful  implementation  of  automatic 
assembly  involves  not  only  the  use  of  existing  and 
emerging  technology,  the  tools  of  automation,  but  also 
a  sympathy  for  the  available  human  resources,  the 
parts  variations,  and  maintenance  skills  found  on  the 
factory  floor. 

In  short,  experience  in  assembly  mechanization  is  ab- 
solutely essential  to  success. 

Bodine  -  The  World's  Most  Experienced 
Builder  of  Automatic  Assembly  Systems. 

Bodine  machines  built  in  our  plant  in  Bridgeport,  Con- 
necticut, together  with  those  built  by  our  licensees  in 
Europe  and  Japan  are  currently  operating  in  Canada, 
Japan,  England,  Germany,  Norway,  Ireland,  Australia, 
Mexico,  Italy,  Belgium,  Puerto  Rico  as  well  as  every- 
where in  the  United  States.  Continuous  cross  exchange 
of  technical  information  between  our  plants  insures 
that  our  machines  are  competitive  in  a  world  market. 
The  scope  of  our  experience  is  available  to  you. 

Bodine  Assembly  Systems  are  Affordable. 

Payment  terms  can  be  matched  to  your  budget.  But 
more  importantly,  the  simple  rugged  dependability  of 
Bodine  modular  construction  will  dramatically  reduce 


operating  and  maintenance  costs.  High  up-time  and 
low  maintenance  have  made  them  the  choice  of  experi- 
enced operators  around  the  world. 

Bodine  Assembly  Systems  are  Appropriate 
to  your  Plant  Environment. 

Assembly  systems  operate  on  the  factory  floor.  Their 
design  must  be  matched  to  the  resources  available  at 
that  site.  Whatever  your  environment,  sophisticated  or 
simple,  we  can  configure  your  system  to  your 
resources. 

Bodine  Experience  is  Available  at 
Every  Step  of  your  Automation  Program. 

Bodine  is  prepared  to  assist  you  at  every  step  of  your 
program  from  design  concept  all  the  way  to  full  pro- 
duction. We  will  help  you  keep  your  project  on  time, 
within  budget  and  profitable. 

Why  not  call  our  Senior  Vice  President,  Frank  J.  Riley  at 
(203)  334-3107.  Let  him  outline  how  we  can  help  you. 


Mm 

Modular,  flexible  systems  incorporating  over 
half  a  century  of  success  in  automatic  assembly. 

THE  BODINE  CORPORATION  •  P.O.  BOX  3245  •  BRIDGEPORT,  CT  06605 


When  the  Budd  Company  wanted  help  with  thei 
pension  fund, we  set  the  wheels  in  motion. 


When  the  Budd  Company  wanted  to  restructure  their 
pension  plan,  they  invited  proposals  from  leading 
investment  firms.  Today,  their  pension  program  is  more 
efficient,  with  a  dedicated  portfolio  that  gives  them  an 
assured  cash  flow  to  match  their  obligations. 

Not  surprisingly,  the  firm  they  selected  was  Merrill 
Lynch.  We  offered  the  best  plan  and  the  best  price. 
Equally  important,  because  we  are  a  major  market  maker, 
we  were  able  to  execute  the  recommended  structure. 

As  a  result  of  our  unique  capabilities,  Merrill 
Lynch's  structured  investment  services  have  grown 
tremendously. 

In  developing  our  solutions,  the  Structured  Invest- 


ments Group  is  able  to  tap  Merrill  Lynch's  wealth  of 
resources  by  working  closely  with  the  experts  in  our 
other  departments:  Debt  Strategy,  Government  Securitie 
Corporate  Securities,  Money  Markets,  Mortgage-Backed 
Securities,  and  Futures  and  Options. 

But  our  commitment  doesn't  end  after  we've  struc- 
tured and  executed  a  program.  In  addition,  we  carefully 
monitor  it,  using  our  analytic  capability  to  re-optimize  it 
for  maximum  portfolio  returns. 

Though  the  solution  for  each  client  may  be  different, 
our  approach  is  the  same:  As  the  Budd  Company  can 
testify,  Merrill  Lynch  puts  all  the  parts  together,  then  set 
the  wheels  in  motion. 


More  resources,  better  solutions. 

They  make  Merrill  Lynch  people  a  breed  apart. 


Merrill  Lynch 


2ter  Grace  has  built  W.R.  Grace  &  Co.  by 
\iying  attractive  businesses  and  selling 
nattractive  ones.  The  process  seems  to 
\ake  sense.  But  does  it  really? 

The  greener 
pastures 
syndrome 


?.  Grace  &  Co.  Chief  Executive  Peter  Grace 

y  grandfather  didn't  found  this  company.  I  did. 


By  William  Baldwin 

Grace  is  restructuring  again. 
Only  seven  years  ago  a  W.R. 
Grace  &  Co.  executive  was  ex- 
plaining the  push  into  retailing  as  a 
way  to  "generate  a  rather  rapid  rate  of 
return  on  capital."  But  the  returns 
haven't  been  good  of  late.  Now  it's 
selling  off  its  Herman's  Sporting 
Goods  subsidiary  to  an  English  firm 
and  its  other  stores  to  a  group  led  by 
Harold  Geneen.  Capital  is  also  being 
withdrawn  from  the  low-return  oil 
business.  The  capital  is  going  into  the 
businesses  of  the  future:  plant  genet- 
ics, medical  technology,  ceramics. 

Redeployment.  It  seems  to  make 
sense.  Dump  the  "dogs"  and  invest 
proceeds  in  "stars."  Everybody  is  do- 
ing it  these  days.  Owens-Illinois  sold 
packaging  plants  to  go  into  financial 
services.  Ogden  Corp.  is  out  of  ship- 
yards and  into  waste-to-energy  plants. 
Libbey-Owens-Ford  is  dumping  flat 
glass  to  go  deeper  into  hydraulics. 

Ideally,  redeploying  would  leave  a 
company  with  a  portfolio  of  stars.  But 
does  it  work? 

The  turbulent  postwar  history  of 
W.R.  Grace  suggests  that  maybe  it 
doesn't.  Peter  Grace,  grandson  of 
founder  William  Russell  Grace,  took 
over  this  sleepy  South  American  ship- 
ping and  manufacturing  firm  in  Sep- 
tember 1945.  Four  decades  and  a  few 
hundred  acquisitions  and  divestitures 
later,  the  company  he  runs  is  vastly 
bigger  ($7.3  billion  in  sales  last  year) 
and  vastly  different  (chemicals,  ener- 
gy, restaurants).  Not  a  shred  of  the 
pre- 1945  businesses  remains.  "My 
grandfather  didn't  found  any  of  the 
things  we  have  now.  He  didn't  found 
this  company.  I  did,"  says  Grace. 

Peter  Grace  saved  the  family  legacy 
and  built  an  empire.  But  what  has  all 
this  done  for  shareholders?  A  $1  in- 
vestment in  W.R.  Grace  at  the  end  of 
1945  is  now  worth  $23,  with  divi- 
dends reinvested.  Not  bad,  except 
that  a  $1  investment  in  the  S&P's  500 
would  have  grown  to  $77. 

This  is  not  the  story  of  a  bumbling 
or  autocratic  boss  who  stayed  too 
long.  Peter  Grace  is  a  man  of  extraor- 
dinary energy  and  mental  prowess 
who  in  some  ways  personifies  what  a 
chief  executive  should  be.  It  is,  rather, 
a  story  about  one  of  the  tenets  of 
corporate  strategy:  that  a  company  in 
an  unpromising  line  of  business  can 
help  its  shareholders  by  getting  into 
better  businesses,  however  unrelated. 

Can  a  table-salt  company  build 
rockets?  Can  a  gas  utility  run  a  bank? 
It  wouldn't  seem  so,  but  people  try 
things  like  this  all  the  time.  Says 
Richard  Ellsworth,  associate  professor 
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at  the  Clarcmont  Graduate  School: 
"The  grass  is  always  greener.  You 
know  all  the  problems  of  the  business 
you're  in,  you  don't  in  the  business 
you're  entering.  You  see  more  attrac- 
tive growth  rates,  and  so  you  make 
the  leap  without  being  able  to  manage 
intuitively  in  the  new  business.  And 
maybe  you  leave  behind  some  oppor- 
tunities in  the  old  business." 

Mary  Carter  Paint  Co.  leaped  from 
paints  into  casinos  (it's  now  called 
Resorts  International)  and  hit  the 
jackpot.  It  was  well  connected  in  the 
rough-and-tough  gambling  industry — 
or  maybe  just  lucky.  But  that  is  an 
exceptional  case.  In  the  category  of 
making  the  leap  and  falling  short, 
W.R.  Grace  has  a  lot  of  distinguished 
company.  In  the  past  24  years  Gould- 
National  Batteries  (now  Gould  Inc.), 
Allegheny  Ludlum  Steel  (Allegheny 
International),  Associated  Brewing 
(Armada),  Philadelphia  Suburban  Wa- 
ter (Enterra)  and  Singer  have  all  cho- 
sen to  exit  their  original  businesses  in 
search  of  something  greener.  In  real 
terms,  they  have  all  halved  their  share 
prices  or  worse  since  they  began  their 
transformations. 

Peter  Grace,  at  72,  has  been  rede- 
ploying longer  than  anyone  else.  (And 
he's  going  to  keep  at  it,  90  hours  a 
week.  "Retire?  How  do  you  spell 
that?"  he  laughs.)  Indeed,  you  could 
almost  say  that  Grace  invented  re- 
structuring. By  the  late  1960s,  when 
better-known  conglomerates  were 
still  buying  for  the  sake  of  buying,  he 
had  already  sold  off  the  oil,  insurance, 
billboard  and  European  chocolate 
firms  he  had  acquired. 

By  1979  Peter  Grace 
had  taken  his  company 
in  and  out  of  ice  cream 
in  Ireland,  industrial 
rollers  in  Chicago,  ca- 
tering in  France,  vinyl 
film  in  Brooklyn  and 
concrete  and  frozen 
shrimp  in  Brunswick, 
Ga.  He  has  entered  and 
exited  the  beer,  candy, 
dressmaking,  shoe- 
making,  shoe-retailing,  hybrid  corn 
seed,  custom  automobile  wheel  and 
ladies'  handbag  businesses. 

You  can't  fault  Peter  Grace  for  get- 
ting the  diversification  bug.  The  busi- 
nesses that  fell  into  32-year-old  Peter 
Grace's  hands  in  1 945,  when  his  ail- 
ing father  had  him  appointed  presi- 
dent, were,  with  hindsight,  anything 
but  stars.  The  company,  then  mostly 
family  owned,  drew  the  bulk  of  its 
$150  million  in  sales  from  planta- 
tions, factories  and  trading  firms  scat- 
tered across  Peru,  Ecuador,  Colombia, 
Bolivia  and  Chile.  It  also  owned  the 


Grace,  at  72,  has 
been  redeploying 
longer  than  any- 
one. And  he's  going 
to  keep  at  it,  90 
hours  a  week.  "Re- 
tire? How  do  you 
spell  that?"  he  says. 


Grace  Line,  which  plied  Pacific  and 
Atlantic  routes  to  South  America, 
50%  of  an  airline  that  flew  to  South 
America  and  86%  of  the  Grace  Na- 
tional Bank. 

As  Grace  tells  the  story  now,  his 
moment  of  revelation  came  in  1938, 
two  years  after  his  graduation  from 
Yale.  "I  was  walking  down  the  street 
in  Peru,  just  prior  to  a  small  earth- 
quake. I  got  hit  on  the  head  with  a  pot 
of  piss  coming  out  of  a  window  with 
no  panes.  We  had  20,000  people  living 
on  these  two  sugar  estates  [in  Peru). 
We  were  taking  [the  profits  back  to 
the  U.S.].  I  was  playing  polo  in  the 
U.S.  There  was  something  wrong 
with  that  picture.  I  figured  my  polo 
playing  days  were  jeopardized." 

Edward  Hutton,  chief  executive  of 
former  Grace  subsidiary  Chemed 
Corp.,  gives  Peter  big  credit  for  getting 
into  chemicals.  In  1954  W.R.  Grace 
merged  with  Davison  Chemicals, 
manufacturer  of  fertilizers  and  oil- 
cracking  catalysts,  and  Dewey  & 
Almy,  manufacturer  of  various  spe- 
cialty items,  notably  Cryovac  film  for 
the  vacuum  packaging  of  meat. 
Thanks  to  innovations  by  Grace  sci- 
entists over  the  past  30  years,  Cryovac 
may  be  the  company's  single  most 
profitable  product  line. 

Why  didn't  Grace  stop  there?  "If 
Peter  had  been  content  to  run  Dewey 
&  Almy.  ..."  Hutton  stops  himself. 
"No,  he'd  have  been  out  of  his  mind 
with  boredom.  He  has  to  go  out  and 
find  new  frontiers." 

Peter  Grace  bored?  While  not  occu- 
pied with  Grace  and  its  65  active  busi- 
nesses, he  finds  time  for  9  corporate 
boards  and  12  civic  or- 
ganizations, for  7  of 
which  he  is  president 
or  chairman,  10  club 
memberships,  a  bi- 
weekly business  com- 
mentary on  PBS  and 
homes  in  three  states. 
Then  there  is  Grace's 
presidential  commis- 
sion on  government 
waste. 

But  why,  after  Peter  Grace  worked 
so  hard  to  replace  low-return  busi- 
nesses with  high-return  businesses,  is 
the  company's  return  on  capital  still 
so  poor  (8%  a  year  over  the  past  five 
years,  as  measured  by  Value  Line  In- 
vestment Survey)!  For  the  simple  reason 
that  you  can't  bootstrap  your  way  into 
higher  profits  by  mere  trading.  If  your 
bottle  factory  nets  5%  on  its  book 
value,  you  can't  trade  it  for  a  semicon- 
ductor factory  with  the  same  book 
value  that  nets  15%.  You'll  have  to 
cash  in  at  least  three  bottle  factories 
to  get  the  chip  factory.  "You  get  what 


The  40 -year  voyage 

Young  Peter  Grace  took  over  W.R.  Gra 
Co.,  an  old  South  American  merchant 
shipper,  in  1945.  Where  would  it  be 
had  stayed  put?  Probably  in  bad  stt 
Earnings  in  Latin  America  then  looket 
bust,  but  they  were  to  be  eroded  by  am 
cy  losses  and  expropriations.  The  1' 
move  into  specialty  chemicals  replace! 
company's  foreign  earnings  with  sc 
thing  more  solid,  and  by  1964  Peter  G 
had  doubled  the  stock  price  in  real  te 
The  second  half  of  his  reign,  though, 
been  one  of  constant  churning  of  busii 
es — Grace  has  been  in  and  out  of  ev 
thing  from  frozen  shrimp  to  ladies'  h 
bags.  Asset  trading,  alas,  has  proved 
profitable  than  chemicals.  In  real  te 
earnings  per  share  and  the  stock  price ; 
shadow  of  what  they  used  to  be. 


you  pay  for,"  says  Ellsworth. 

Is  it  possible  that  the  managers 
who,  like  Peter  Grace,  speak  glibly  of 
"redeploying  assets  into  higher-return 
businesses"  have  forgotten  this  sim- 
ple fact? 

The  real  world  is  sometimes  worse. 
You  get  a  bit  less  than  you  pay  for,  if 
acquiring  a  public  company  means 
paying  a  takeover  premium.  And 
Grace  paid  premiums  over  market 
prices  to  get:  Nalley's,  snack  foods, 
1966,  34%;  Daylin,  retail,  1979,  81%; 
Amicon,  filtration  membranes,  1983, 
35%;  Chomerics,  electromagnetic 
shielding,  1985,  33%. 

The  majority  of  the  at  least  190 
companies  Grace  has  acquired  were 
private,  and  it  is  impossible  to  know 
what  kind  of  premiums  Grace  offered 
to  persuade  entrepreneurs  to  part 
with  their  firms.  It  is  a  fair  bet, 
though,  that  the  27  oilfield  service 
companies  Grace  picked  up  between 
1975- and  1982  did  not  come  cheap. 
Nor  was  he  likely  to  have  found  bar- 
gains investing  in  computer  time- 
sharing in  1968,  recreational  vehicles 
in  1970  and  1971  and  the  manage- 
ment of  real  estate  investment  trusts 
in  1972  (all  since  discontinued).  There 
is  always  the  danger  in  this  kind  of 
thing  that  the  businesses  you  trade 
into  may  look  good  at  the  time  but 
not  so  good  a  couple  of  years  later. 

The  biggest  question  is  whether  a 
conglomerate  can  run  a  company  bet- 
ter than  its  original  owner.  How  well 
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Peter  Grace  track  65  different 
inesses?  "Which  one  don't  I  know 
I?"  he  challenges.  "I'd  like  to  sub- 
:  myself  to  an  examination  on  it. 
1  give  me  20  minutes  with  a  mas- 
spreadsheet  on  any  of  our  divisions 
[I'll  get  a  97%." 

eter  Grace  is  a  piece  of  work.  He 
remember  the  Btu  in  a  ton  of  coal, 
rect  a  subordinate  on  the  profits 
n  a  1952  tungsten  contract  and 
ite  exchange  rates  from  1945.  "Pe- 
Grace  could  sit  at  a  budget  meet- 
and  go  400  columns  across  and  60 
rs  down  and  pick  out  a  typographi- 
error,"  remembers  Leonard 
wn,  whose  family's  Cincinnati 
-wholesaling  business,  Elmex,  sold 
to  Grace  in  1970.  Then  why  didn't 
lex  work  out  at  Grace?  "They  nev- 
understood  the  toy  business." 
ice  unloaded  the  toys  in  a  lever- 
d  buyout  that  went  bankrupt, 
wn  bought  Elmex  out  of  bankrupt- 
:ourt. 

3e  Hrudka  has  a  tale  like  that, 
ldka,  college  dropout  and  hot-rod- 
,  sold  his  automotive  specialties 
n,  Mr.  Gasket,  to  Grace  for  $17 
lion  in  1971.  Grace  and  its  M.B.A. 
ad  almost  wrecked  the  firm, 
ldka  bought  it  back  for  $4  million 
1981.  He  took  it  public;  it's  now 
rth  $90  million. 

Loy  Edwards  sold  a  closely  held 
'seed  business,  Rudy  Patrick  Seed 
,  to  Grace  in  1965.  "Some  of  the 
as  they  had  on  synergism  with  oth- 


er Grace  companies  didn't  work  out," 
he  says,  referring  to  the  fertilizer 
plants  and  to  a  hybrid  corn  seed  busi- 
ness in  Illinois  that  shriveled.  When 
employment  contracts  for  Edwards 
and  some  colleagues  expired,  they 
quit  and  opened  a  firm  that  walked 
away  with  a  lot  of  Rudy  Patrick's  cus- 
tomers. Grace  sold  off  what  was  left  of 
Rudy  Patrick  shortly  after. 

Considering  the  hazards,  why 
should  a  company  branch  into  fields  it 
doesn't  understand?  So  shareholders 
don't  have  all  their  eggs  in. one  basket, 
says  Peter  Grace.  "Davison  Chemi- 
cal— phosphates  and  petroleum  cata- 
lysts— carried  us  along  beautifully  for 
years  and  years.  Now  fertilizer  is  los- 
ing its  ass,  and  cracking  catalysts  are 
operating  at  48%  of  capacity,"  he 
says,  while  other  specialty  chemicals 
are  carrying  the  company. 

Plenty  of  firms  diversify  for  just 
such  reasons.  Dumb,  says  Michael 
Jensen,  business  professor  at  the  Uni- 
versity of  Rochester  and  at  Harvard. 
"Diversification  is  just  a  code  word 
for  wasting  shareholders'  money.  Oil 
did  it.  The  railroad  industry  did  it. 
Tobacco  is  doing  it."  Jensen  points 
out  that  shareholders  can  diversify 
more  cheaply.  They  can  hold  a  portfo- 
lio of  stocks  without  paying  any  take- 
over premiums. 

To  be  sure,  the  W.R.  Grace  portfolio 
has  had  its  winners  as  well  as  losers. 
The  company  turned  handsome  prof- 
its buying  and  selling  stakes  in  Miller 


Brewing  and  in  Jacques  Borel,  a  res- 
taurant company  in  France.  It  will 
make  another  on  its  sporting  goods 
chain.  But  over  many  years  the  law  of 
averages  and  the  drag  of  transaction 
costs  come  into  play. 

Does  this  mean  the  buggy-whip 
company  has  to  keep  making  buggy 
whips  until  it  dies?  Not  at  all.  A  man- 
ufacturer of  mechanical  cash  registers 
can  move  into  electronic  ones,  build- 
ing on  its  existing  sales  base.  A  wood- 
en-keg maker  can  discover  fiber 
drums  when  the  time  comes.  But  un- 
related diversifications  are  another 
matter. 

"You've  hit  me  at  the  low  point," 
Peter  Grace  answers.  "We  have  $1.4 
billion  of  assets  in  fertilizer,  energy 
and  energy  services  not  making  a 
bloody  nickel  at  the  moment.  Come 
back  in  four  years  when  the  gas  bub- 
ble has  burst."  Soon  after,  however, 
he  is  telling  how  the  company  wants 
to  cut  its  investment  in  energy. 
Where  will  it  be  in  five  years?  "We'll 
be  big  in  the  medical  business.  Proba- 
bly out  of  oil  and  gas.  [We'll  be]  much 
bigger  in  chocolate,  worldwide.  We're 
going  to  step  up  wholesaling.  .  .  ." 

Peter  Grace's  initial,  brilliant  suc- 
cess moving  into  specialty  chemicals 
eventually  took  him  far  afield.  In  the 
end  he  became  not  a  chemical  compa- 
ny executive  but  a  redeployer.  He 
played  this  game  of  buying  and  selling 
as  well  as  he  could.  But  is  this  the 
game  he  should  have  been  playing?  ■ 
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Didyou  know  that  one  of  the  leading 
foreign  exchange  banking  groups  in 
the  world  is  Norwegian-based? 

Head  office'  Wholly  owned  subsidiaries: 

OSLO:  AMSTERDAM:  HONGKONG:  HOUSTON: 

Den  norske  Creditbank  DnC  Ship  Mortgage  International  Bank  N  V  DnC  limited  Den  norske  Creditbank  Finance  Corporation 

Kirkegt21  Phone  (2)  48 10  50  Keizersgracht  530534  Phone  (20)22  2912  Tw  Exchange  Square  Ml  floor  Phone  526  59  26  TWO  Milam.  Suite  2770  Phone  (713)  757 12  81 


Representatr*  offices:  Bajing,  Cairo,  Dubai,  Dusseidort,  Gothenburg  (exp  to  operate  as  subsidiary  May  1986).  Hamburg.  Hong  Kong.  Houston.  Osaka  Rotterdam.  Sao  Paulo.  Sydney  and  Tokyo  Consutants  Bangkok.  Jakarta  and 


ps  you  realize  good  ideas. 


ED 


DnC  —  market  maker  in  25  currencies. 

A  bank's  success  on  the  international  market  is  not  deter- 
mined by  its  nationality.  On  the  contrary,  it's  the  bank's 
level  of  internationalization  that  is  decisive.  And  that 
depends  on  the  bank's  know-how,  specialization  and  crea- 
tivity. DnC's  international  orientation  and  a  deliberate 

concentration  on  inter- 
national activities  has 
placed  us  amongst  the 
leading  foreign  exchange 
banks  in  the  world. 
We  are  market  makers 
in  25  different  curren- 
cies, and  are  able  to 
participate  actively  in 
all  foreign  exchange  trading  and  international  project 
financing. 

DnC  -  a  name  worth  remembering. 

DnC  is  the  emblem  of  Norway's  leading  bank, 
Den  norske  Creditbank.  In  order  to  establish  the  DnC 
group  identity  worldwide  -  those  wholly  owned  banks 
and  offices  which  previously  did  not  bear  the  DnC  name 
have  changed  their  name  during  the  early  part  of  1986. 

Our  strength  lies  in  our  know-how  and  creativity.  In  all 
areas  of  international  banking  and  corporate  finance.  The 
DnC  Group  -  where  good  ideas  can  be  realized. 


Nordic  American  Banking  Corporation 
has  therefore  changed  its  name. 

We  are  part  of  Den  norske  Creditbank  -  known  around 
the  world  as  DnC  -  Norway's  leading  bank.  Effective 
18  February  1986  our  name  is: 
DnC  America  Banking  Corporation. 

DnC  America  Banking  Corporation 
New  York  /^OC^ 


Branch: 


NDON: 

n  norske  Creditbank  PIC 

SI  Dunstaris  Hill  Phone  (01)621 1TI1 


LUXEMBOURG: 

Den  norske  Creditbank  (Luxembourg)  S  A 
21,  Bd.  du  Prince  Henri  Phone  21 101 


NEW  YORK: 

DnC  America  Banking  Corporation 
600  Fifth  Avenue  Phone  (212)  315  6500. 


SINGAPORE: 

Den  norske  Creditbank,  Singapore  Branch 

22  01  Robma  House,  1  Shenton  Wty  Phone:  220  6144 


Seattle's  Rainier  Bancorp,  has  done  splen- 
didly by  imitating  others'  innovations.  But 
what  to  do  now  that  it  leads  the  pack? 


"Why  do 
wild  things?" 


By  John  Heins 

Ax  the  entrance  to  the  chair- 
man's wood-paneled  suite  at 
k  Rainier  Bancorp. 's  Seattle 
headquarters  is  a  doormat  that  reads 
"Beware  of  the  Owner."  A  more  apt 
motto  for  this  successful  bank  might 
read  "Why  innovate  when  you  can 
imitate?" 

Under  the  artful  direction  of  Chair- 
man Robert  Truex,  61,  Rainier  has 
often  forgone  the  glory  of  pioneering 
in  exchange  for  solid  profitability. 
Rainier's  seven  stand-alone  "com- 
mercial banking  centers"  are  a  con- 
cept borrowed  from  Security  Pacific. 
The  successful  "personal  banker" 
program  was  copied  from  North  Caro- 
lina's Wachovia  Bank  &  Trust.  Per- 


sonal financial  planning  services,  in- 
troduced last  year,  were  patterned  af- 
ter those  offered  by  Chemical  Bank 
and  Bank  of  America.  "We  don't  want 
to  be  the  first  to  do  things,"  says  C.R. 
(Bob)  Chadwick,  a  Rainier  executive 
vice  president. 

Introducing  proven  business  prac- 
tices has  helped  build  $8.3  billion  (to- 
tal assets)  Rainier  into  Washington's 
largest  independent  bank  holding 
company.  Old-line  Pacific  Northwest 
businesses  like  timber,  fishing  and  ag- 
riculture have  hit  tough  times.  But 
since  Truex  arrived  from  BankAmer- 
ica  Corp.  in  1973,  Rainier's  return  on 
equity  has  consistently  been  in  the 
13%  to  14%  range;  return  on  assets 
has  ranged  from  0.7%  to  0.9%.  Noth- 
ing spectacular,  but  steady. 


Not  for  Rainier  the  troubles  of  arch- 
rival Seafirst  (1985  assets,  $10.1  bil- 
lion), now  owned  by  Bank  America. 
Seafirst  nearly  went  under  in  1983 
because  of  aggressive  energy  lend- 
ing— much  of  it  in  concert  with  Okla- 
homa's since-failed  Penn  Square 
Bank.  Several  Seafirst  senior  loan  offi- 
cers quit,  and  commercial  accounts 
flocked  to  Rainier. 

"Rainier  didn't  have  to  be  too 
aggressive,"  says  Kenneth  Roberts,  an 
analyst  with  Foster  &  Marshall  Inc.,  a 
Shearson  Lehman  Brothers  division  in 
Spokane,  Wash.  "It  could  just  pick  up 
after  Seafirst." 

But  times  have  changed.  Thanks  to 
new  management  and  a  $500  million 
capital  transfusion  from  BankAmer- 
ica,  Seafirst  seems  to  be  turning  the 
comer  and  is  again  giving  Truex  a  run 
for  his  money.  (Together,  Rainier  and 
Seafirst  control  some  50%  of  Wash- 
ington's total  bank  loans  and  depos- 
its.) Headed  since  early  1983  by  ex- 
Wells  Fargo  Chairman  Richard  Coo- 
ley,  Seafirst  earned  $39  million  pretax 
last  year,  its  first  operating  profit 
since  1981. 

Meanwhile,  interstate  banking  is 
hot,  especially  in  the  Pacific  North- 
west. Oregon  opens  its  doors  to  inter- 
state banking  on  a  limited  basis  in 
July.  BofA,  First  Interstate  Bancorp 
and  Tokyo's  giant  Mitsubishi  Bank 
have  already  blazed  trails. 

Washington  State  will  allow  outsid- 
ers to  invade  Rainier's  turf  starting  in 
July  1987.  While  downturns  in  forest 
products  and  agriculture  have  hurt, 
Boeing  has  kept  Seattle's  aerospace 
industry  strong.  And  the  ports  of  Seat- 
tle and  Tacoma  have  benefited  from 
increased  trade  with  the  Pacific  Rim 
countries.  The  Seattle-Tacoma-Belle- 
vue  area  of  Washington  is  growing  at 
about  twice  the  national  average.  Al- 
bany, N.Y.'s  $7.1  billion  (assets)  Key- 
Corp has  already  agreed  to  buy  Seattle 
Trust  &  Savings.  And  Portland,  Ore.'s 
U.S.  Bancorp,  with  assets  of  $8.3  bil- 
lion, is  buying  Old  National  Bancorp, 
in  Spokane. 

Bob  Truex  has  developed  Rainiei 
not  merely  by  copying  other  banks' 
innovations — were  it  that  easy,  every- 
one would  be  as  successful — but  also 
by  taking  pains  in  the  "people  skills" 
department.  One  Rainier  executive, 
who  came  on  board  in  1983  from  Sea- 
first, saw  that  in  Truex  at  his  initial 
interview.  "Bob  spent  hours  with  me, 
trying  to  find  out  who  I  was  and  what 
I  wanted." 

When  Forbes  visited  Rainier, 
Truex  insisted  we  speak  not  only  with 
him  but  also  with  seven  other  ranking 
officers.  On  Truex'  team,  giving  every 
player  a  say  counts  much  more  than 


John  M  Robens 


Rainier's  Robert  Truex 

Shifting,  by  necessity,  into  a  higher  gear. 
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egos  do. 

A  "conservative"  banker?  The  ad- 
jective irks  Truex.  He  notes  that  since 
1974  Rainier  shareholders  have 
earned  a  compound  annual  return  of 
30% ;  including  dividends.  "If  you  can 
do  that  well  without  doing  wild 
things,"  he  asks,  "why  do  wild 
things?" 

Then  he  reflects,  and  adds:  "Can  we 
be  successful  over  the  next  ten  years 
just  doing  what  we've  done  over  the 
last  ten  years?  Of  course  not." 

No  surprise,  then,  that  Truex  is 
shifting  Rainier  into  a  higher  gear.  He 
is  spending  $15  million  to  further 
automate  Rainier's  134-branch  net- 
work. Nearly  450  jobs— 15%  of  the 
total — have  been  cut  from  the  retail 
bank  since  1983,  and  Truex  wants  to 
reduce  that  further. 

There  are  also  some  loan  quality 
problems  to  address.  Nonperforming 
assets — bad  loans  and  foreclosed  real 
estate — rose  to  $223  million,  3.9%  of 
total  loans,  vs.  a  peer-bank  average  of 
2.9%.  But  Truex  says  the  worst  loan 
problems  are  behind  Rainier.  Dean 
Witter's  Virginia  Adair  agrees.  She  ex- 
pects Rainier  to  earn  $3.80  a  share 
this  year,  up  from  $3.26  in  1985. 

With  heavily  capitalized  competi- 
tors soon  to  invade  across  state  lines, 
Truex  will  probably  have  to  step  up 
his  acquisition  program,  too.  Rainier 
is  still  too  small  to  qualify  for  the  new 
breed  of  "superregional"  bank,  such 
as  Pittsburgh's  PNC  Financial  or  At- 
lanta's SunTrust  Banks,  each  with 
around  $19  billion  in  assets.  Truex 
says  he  wants  to  expand  first  within 
Washington.  He  recently  picked  up 
tiny  South  Sound  National  Bank  in 
Olympia  for  $11  million.  Continuing 
merger  talks  with  Oregon's  U.S.  Ban- 
corp have  stalled  because  of  difficul- 
ties in  determining  who  would  run 
the  show.  But,  says  Rainier  President 
John  Mangels,  U.S.  Bancorp  "is  a  very 
logical  fit." 

Truex  sails  armed  with  valuable 
stock  to  offer.  Good  for  acquisitions, 
it  is  also  good  protection  against  raid- 
ers attracted  to  Rainier's  well-estab- 
lished Asian  presence  and  the  bank's 
$4  billion  (assets)  mortgage  banking 
operations  in  ten  western  states,  in- 
cluding California,  Arizona  and  Colo- 
rado. Rainier's  20.3  million  shares,  re- 
cently trading  at  41,  were  priced  at  1.7 
times  book.  That,  says  Truex,  means 
any  bid  for  Rainier  worth  listening  to 
would  have  to  be  over  $1  billion — too 
much  for  all  but  the  biggest  money 
center  banks. 

"There's  nobody  beating  down  our 
door,"  says  Truex.  "Frankly,  I  don't 
think  much  about  [being  a  takeover 
target]."  ■ 


It's  good  to  be  big  and  rich,  but  its  even 
better  to  be  well  entrenched.  Witness  the 
sad  faces  at  Merrill  Lynch  and  IBM. 

Quote, 
unquote 


By  Mark  Clifford 


When  IBM  and  Merrill  Lynch 
teamed  up  two  years  ago  to 
form  Imnet,  for  delivery  of 
electronic  stock  quotes,  Quotron,  the 
leader  in  the  business,  watched  its 
stock  fall  29%  in  one  day.  Look  now. 
IBM  and  Merrill  are  presiding  over  a 
$50  million  venture  that  is  a  year  be- 
hind schedule  and  regarded 
by  many  in  the  industry  as 
stillborn  (although  the  firms 
deny  this).  Quotron — whose 
biggest  customer,  Merrill 
Lynch,  recently  renewed  its 
contract  through  1988 — is 
being  wooed  by  Citicorp 
with  a  takeover  bid.  Quo- 
tron stock  has  nearly  dou- 
bled from  that  low  point 
two  years  ago. 

"We  had  never  been  terri- 
bly successful  in  selling  a 
terminal  to  brokers,"  says  Terry  Lau- 
tenbach,  president  of  IBM's  commu- 
nications products  division,  so  team- 
ing up  with  Merrill  seemed  sensible. 
Merrill  liked  the  idea  of  working  with 
IBM,  says  Merrill  President  Daniel 
Tully.  Unfortunately,  they  didn't  stop 
to  consider  how  difficult  it  is  for  a 
startup,  even  a  well-financed  startup, 
to  compete  with  an  entrenched  com- 
petitor, even  a  small  one. 

First,  Imnet  staffed  up  for  market- 
ing. But,  as  software  delays  mounted, 
it  discovered  "there's  no  sense  having 
a  marketing  effort  if  you  don't  have  a 
product  you're  able  to  deliver,"  says 
Tully.  So  it  cut  its  sales  force  from  70 
to  43.  The  departure  of  Merrill  execu- 
tive (now  Hutton  president)  Robert 
Rittereiser,  who  had  been  a  strong 
backer  of  Imnet,  opened  the  way  for 
Imnet's  foes  at  Merrill.  "When  Bob 
left  I  had  to  reinforce  our  firm's  com- 


mitment to  the  project,"  says  Tully. 
"I  don't  know  about  [reports  of]  dis- 
sension. I  would  say  [there  was]  spirit- 
ed discussion." 

Other  brokerage  firms  were  wary  of 
handing  revenues — and  perhaps  pro- 
prietary information — over  to  a  ven- 
ture half -owned  by  a  rival.  "The  fact 
that  Merrill  is  a  part  of  it  certainly 
makes  other  firms  pause  and  think," 
Lautenbach  agrees. 

Imnet  aimed  high,  with 
computer  "windows"  that 
allow  a  broker  to  look  at  a 
client  portfolio,  the  ticker 
and  the  news  of  the  day  all 
at  once.  "I  used  to  say  that 
this  system  was  more  com- 
plicated than  the  space 
shuttle,"  says  Gerard  Hig- 
gins,  Imnet's  marketing 
vice  president.  That  was  be- 
fore he  was  demonstrating 
SSS  the  news  window  to  a  po- 
tential client  and  news  of  the  space 
shuttle  explosion  came  across  the 
screen. 

It's  a  tempting  market.  Telerate,  the 
dominant  supplier  of  bond  quotes, 
boasts  an  operating  margin  of  over 
50%.  There  are  136,000  terminals  for 
stock  quotes  alone  and  countless  oth- 
ers for  bonds,  commodities  and  foreign 
exchange.  An  array  of  potentially  prof- 
itable information  is  being  crammed 
into  databases.  Quotron,  for  example, 
also  carries  airline  schedules. 

But  as  Imnet  is  discovering,  the 
costs  of  breaking  into  the  business 
afford  Telerate  and  others  significant 
protection.  Quotron  may,  as  Imnet 
executives  claim,  suffer  from  out- 
moded technology.  But  with  76,000 
terminals  in  place,  Quotron  has  a  big 
head  start. 

The  lesson:  You  can't  always  bet  on 
the  big  guys.  ■ 
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The  onfy  thing  more  impressive 
thantneworkweVeputinto  I 
Macintosh  Plus  is  the  workyou 

can  get  out  of  it 


You  can  have  enough  respect. 
You  can  have  enough  responsibility. 
You  can  even  have  enough  money. 

But  the  one  thing  no  business 
person  can  ever  have  enough  of, 
is  power. 

Which  is  precisely  why  no 
business  can  ever  have  enough 
Macintosh™  Plus  personal 
computers. 

With  a  hefty  one  megabyte  of 
memory  128K  of  ROM  and  a  so- 
phisticated hierarchical  file  system, 


Macintosh  Plus  can  sort  a  data- 
base or  load  a  spreadsheet  in 
the  time  it  took  you  to  read  this 
sentence. 

A  double-sided  internal  disk 
drive  gives  you  800K  of  storage. 
Enough  to  fit  400  pages  on  one 
3^-inch  disk. 

And  a  newly  designed  key- 
board comes  with  a  numeric 
keypad  and  cursor  keys.  Allowing 
you  to  crunch  numbers  as  fast  as 
vou  crunch  letters. 


Tlx  fidelity  of  the 
Macintosh  Plus  dis- 
play makes  infor- 
mation Ixre  look 
much  like  it  does  on 
tlx  printed  page. 


Of  course,  one  of  the  mosl 
important  things  we've  added  t 
Macintosh  Plus  is  the  ability  to 
to  Macintosh  Plus. 

A  Small  Computer  S\5tem 
Interface  (SCSI  port)  designed  ii 
the  back  of  Macintosh  Plus  not 
only  makes  the  data  transfer  n 
six  times  faster,  but  lets  you  coi 
nect  up  to  seven  high-speed  pe 
pherals  at  once.  Including  hare 
disks  and  tape  drives. 

And  speaking  of  connectk 


A  double  sided  disk 
drive  gives  you 
HOOK  of  storage  on 
a  disk. 


With  1  megabyte  of 
memory  and  128K 
of  ROM,  Macintosh 
Plus  l)as  amazing 
raw  power. 


Knowing  the 
Hon  of  tlx  0) 
snitch  is  imp 
Became  usin 
probably  be 
/thing you  do 
morning,  an 
List  thing  ya 
night. 


The  modem 
accepts  calls, 
virtually  eie 
otlxr  compu 
in  theuvrld 
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20,  and  you  11  have 
enough  storage  space 
to  handle  10.000 
hpeuritten  pages. 


Afuilfimction 
keyboard  puts  the 
power  of  Macintosh 
Plus  at  all  10  of 
yowfingers. 


Macintosh  Plus 
still  uses  tlx  most 
paverfiil  key  known 
to  computing, 
the  mouse. 


Connect  tlx  mouse 
here,  and  you  can 
use  Macintoslj  Plus 
with  nine fingers 
tied  behind  your 
back. 


You  can  increase 
storage  by  adding 
an  external  disk 
drive  or  Hard 
Disk  20. 


Tlx  SCSI  port 
transfers  data 
faster tlxin  you 
can  say  "transfer 
data. 


Connecting  ou 
LaserWriter  Pit 
printer  Ixre  is  i 
adding  a  desig 
studio,  typesette 
print  shop  to  yi 
Macintosh  Plui 


disk  server from  3Com  connects  you  to 
yrld  via  ourAppleTalk  Personal  Network. 

3sh  Plus  has  a  very  close 
th  one  of  the  best  disk 
on  the  market:  3Server 
5om. 

enables  your  Macintosh  Plus 
I  data  with  up  to 
ir  Macintosh  com- 
)ver  our  AppleTalk™ 
il  Network.  As  well 
lg  you  access  to  an 
ill  of  IBM  PCs  via 
it. 

icintosh  Plus  is  even 
n  IBM  3270,  VT100, 
idTTY  Meaning  it 
k  to  virtually  every 
ame  and  minicom- 
nown  to  business, 
tviously  this  is  one 
nost  powerful 
il  computers  ever  to  spot  a 
2nd.  But  specifications  aside, 
Dsh  Plus  has  another  kind  of 
that  can't  be  measured  in 
jrtes  or  data  transfer  rates, 
le  power  to 


Simply  use  the  mouse  to  point 
to  what  you  want,  click  the  button, 
and  you've  opened  a  file.  Or  printed 
a  letter.  Or  created  a  scatter  graph. 

So  while  other  people  are 
struggling  just  to  get  their  com- 
puters to  do  anything,  you'll  be  us- 
ing Macintosh  Plus  for  everything. 

With  a  powerful  word  process- 
ing program  like  Microsoft  Word, 
for  example,  you  can  rearrange, 


An  Apple9  external 
disk  drive  cuts  down 
on  flipping  between  ^ 
floppies.  m_  w 

our  LaserWriter™  Plus  printer. 

LaserWriter  Plus  does  for  the 
civilized  desktop  what  Gutenberg 
did  for  the  civilized  world. 

It  can  quietly  produce  typeset- 
looking  text  in  11  different  typeface 
families,  dozens  of  styles  and  hun- 
dreds of  sizes.  And  it  can  cover  an 
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Insight  by  Layered,  accounting. 


Microsoft  Word,  word  processing.      Blyth 's  Omnis  3,  relational  database 


f»          f"  mm. 

■                     tin        tin       HH_X  m 

1  y  Nil 

Lotus  Jazz,  integrated  business         MacProject,  project  management.  Dow Jones  Straight  Talk 
software.  information  services. 

scroll,  footnote  and  mail  merge  entire  page  with  virtually  any 

with  the  best  of  them.  combination  of  text  and  high 

Using  a  database  like  Omnis  3  resolution  graphics, 
from  Blyth,  you  can  store,  retrieve         Giving  your  client  presenta- 

and  cross-reference  all  the  informa-  tions,  business  plans,  newsletters 


ieople  want 
t. 

«  our  less 
jl,  albeit  more 
ble,  Macintosh 
lacintosh  Plus 
s  the  intuitive 
nd-click 
technology: 
vith  high 
on  graphics 
□bjects  on  the 
look  like 
on  your  desk.  ^ 

le  Gmifwter.  Inc  Apple  and  tlx- 
f Mcintosh  Laboratory,  Inc  am  is 
trademark  of  Xerox  Cotporalioi 
'mient  Corporation  PageMaker 
rks  of  Digital  Equipment  Corpo  Jti 


An  Apple 
Personal  Modem 

is  your  link 
to  the  rest  of  the 
computer  world. 


and  overheads  a  professional,  type- 
set look  no  one  can  overlook. 

Of  course,  this  is  just  an 
executive  summary  of  the  work 
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tion  that  used  to  clutter  your  desk. 

You  can  make  worksheets  play 
with  Microsoft's  Excel,  an  integrated 
spreadsheet  program  that  features 

intelligent  recalculation,  automatic  you  can  get  out  of  Macintosh  Plus, 
macros  and  user-defined  functions.        For  the  rest  of  the  report,  visit 

And  our  state-of-the-art  Mac-    any  authorized  Apple  dealer. 
Pro j  ect™  program  can  show  you  the        He'll  show  you  how  to  put  all 
exact  state  of  any  project  at  a  glance,  the  power  of  a  corner  office,  on  a 
then  instantly  update  the  entire      single  comer  of  your  desk, 
schedule  any  time  part  of  it  changes. 

Now,  if  all  this  sounds  good 
on  paper,  wait  until  you  see  how 
it  looks  on  paper.  Especially  when 
Macintosh  Plus  is  connected  to 

ire  registered  trademarks  o/.y>/>le  Computer,  Inc  AppleTalk.  MacProject  and  LaserWriter  are  trademarks  of  Apple  Computer.  Inc.  Macintosh  is  a 
I  uilh  Us  ppresspi  mission  iSen  er  is  a  trademark  of  3Com  Corporation.  IBM  is  a  trademark  of  International  Business  Machines  Corporation 
<  iiriiis  3  is  a  registered  trademark  of  Blyth  Software.  Inc  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation.  Lotus  and Jazz  are  trademarks  oj 
a  fSidemark  Qf Aldus  Corporal  urn  Straight  talk  is  a  trademark  o/i  loir /ones ,".  Company.  Inc  Uryered  is  a  trademark  of  Layered  Inc  \TIOO  and  1752 
I  For  an  hihorized  \ppledealer  near  m  call (800)  446-3000.  In  Canada,  call  (800)  268-7796  o,(800)  268-7637. 


THERE'S  A  NEW 
FINANCIAL  GIANT 
IN  AMERICA. 


For  a  century  you  knew  us  for 
life  insurance. 

Now  there's  more,  much  more. 
There's  home  and  auto  insurance 
from  Prudential  Property  and 
Casualty  Insurance  Company. 
Full  brokerage  services  from 
Prudential-Bache  Securities. 
Health  coverage  in  select  cities 


throughout  the  country  from 
Prudential's  health  maintenance 
organizations.  Residential  real 
estate  mortgages  through 
The  Prudential  Home  Mortgage 
Program?1"1  Loans  and  select 
account  services  from 
The  Prudential  Bank  and  Trust 
Company.  As  well  as  IRAs, 


mutual  funds  and  new  and  innovativ 
forms  of  life  insurance  through 
The  Prudential  you  already  know. 

It's  powerful  new  financial  help 
that's  solid  as  the  Rock  itself. 

The  Rock.The  Prudential .  Its  strong 
It's  on  the  move.  It's  bigger  than  life. 

WE'RE  BIGGER  THAN  LIFE. 


The  Prudential 


nsurance  & 
Financial  Services 


The  Prudential  Insurance  Company  of  America 

Prudential-Bache  Securities 

The  Prudential  Bank  and  Trust  Company 

Prudential  Property  and  Casualty  Insurance  Company 

Prudential  Health  Care  Plan.  Inc. 

The  Prudential  Asset  Management  Company.  Inc. 

PruCapital,  Inc. 

The  Prudential  Realty  Group 

©1986  The  Prudential  Insurance  Company  of  America, 
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As  We  See  It 


s  no  coincidence  that  international  eq- 
'ty  markets  are  booming  at  the  same  time 
:  the  major  industrial  powers  are  starting 
work  more  closely  together  again. 

Work  together  or 
hang  separately 


iness  International's  John  Haley  (left)  and  George  Bader 

iter  predictability  .  .  .  brings  a  better  balance  between  debt  and  eq  uity. 


Louie  Psihoyos 

t  September  the  U.S.,  U.K., 
ice,  West  Germany  and  Japan  met 
iscuss  how  to  depress  the  value  of 
dollar.  An  isolated  event?  Not  at 
In  mid-March  Japan,  Germany 
the  U.S.  almost  simultaneously 
ered  interest  rates,  neatly  avoid- 
any  disruption  of  the  foreign  ex- 
nge  markets.  Clearly,  after  de- 
es of  going  it  alone,  the  big  indus- 
1  powers  were  beginning  to 
rdinate  their  economic  policies.  It 
.  an  admission  that  the  old  beggar- 
neighbor  policies  were,  in  effect, 
paring  everyone.  Now  the  Reagan 
ninistration  has  begun  to  talk  of  a 
i  monetary  order.  What  will  that 
:r  look  like?  We  put  the  question 
Chairman  John  Haley  of  Business 
:rnational  and  his  associate, 
>rge  Bader,  both  with  excellent 
lentials  in  the  field  of  internation- 


Louie  INihuyos 


al  trade  and  finance. 
What  precipitated  the  new  cooperation? 
Bader:  The  key  thing  was  Baker  mov- 
ing into  Treasury.  He  walks  into  the 
Oval  Office  and  says,  "If  we  don't  fix 
the  overvalued  dollar  and  step  back 
from  this  protectionist  precipice 
we're  all  looking  over,  the  Republican 
Party  will  lose  the  elections  in  '88." 

[Meanwhile]  in  Germany  [Chancel- 
lor] Kohl's  got  some  ratber  serious 
political  problems  right  now  because 
of  questionable  fundraising.  He  faces 
an  election  in  January  1987. 

And  [Japan's]  Nakasone  is  playing 
kingmaker  in  the  Liberal  Democratic 
Party  for  the  upcoming  presidential 
elections.  So  the  top  guys  realize  that 
their  parties  will  have  a  difficult  time 
staying  in  power  unless  they  find  a 
way  to  avoid  a  slide  into  protection- 
ism and  financial  volatility. 


So  they  work  together  or  sink  together. 
Haley:  Clearly.  In  the  last  30  years 
corporations  have  organized  them- 
selves along  truly  multinational  lines, 
but  governments  still  have  been  set- 
ting policies  based  on  domestic  con- 
siderations. They  haven't  taken  into 
account  the  impact  those  domestic 
policies  have  on  this  very  delicate 
economic  interdependence  we  have. 
If  these  domestic  political  decisions 
continue  to  bollix  up  the  foreign  ex- 
change system  so  that  it's  impossible 
for  corporations  to  plan  even  six 
months  ahead,  the  whole  world  is  go- 
ing to  suffer. 

Bader.  Just  look  at  how  corporate 
sourcing  decisions  are  distorted  by 
foreign  exchange  volatility.  We've  got 
clients  who  have  set  up  plants  abroad 
to  export  back  to  the  U.S.  because  of 
the  strength  of  the  dollar. 

With  economic  cooperation  among 
the  leading  economies,  we  will  have  a 
different  environment.  Instead  of 
short-term  financial  considerations 
being  90%  of  any  corporate  decision, 
and  strategic  considerations  just  10%, 
it  will  swing  back  to  50/50. 

So  the  international  equity  markets  are 
booming,  because  people  are  more  will- 
ing to  commit  themselves  to  equities  in 
this  more  orderly  environment.  Will  the 
poorer  countries  benefit? 
Bader:  Some  of  the  $1  trillion  increase 
in  U.S.  pension  money  over  the  next 
four  years  will  go  into  LDC  equities. 
That's  why  governments  in  places 
like  Korea  and  Taiwan  are  scrambling 
to  develop  the  kind  of  disclosure  re- 
quirements and  exchange  controls 
that  will  make  pension  fund  manag- 
ers comfortable.  In  general,  better  pre- 
dictability in  the  financial  environ- 
ment brings  a  better  balance  between 
debt  and  equity  as  mechanisms  for 
financing. 

How  would  you  rate  the  political  chances 
of  this  new  cooperation? 
Bader:  If  Mario  Cuomo  is  sitting  in  the 
White  House  in  January  of  1989,  then 
you'd  have  to  question  seriously 
whether  this  policy  would  continue. 
Or  for  that  matter  Jack  Kemp.  If  he 
has  to  differentiate  himself  from 
George  Bush  in  the  primaries,  it 
would  be  very  tempting  to  shift  to- 
ward a  "fair  trade"  protectionist  point 
of  view. 

Haley:  Even  if  we  have  a  change  in 
Administration,  it  seems  to  me  that 
any  Democrat  who  might  achieve  the 
presidency  would  be  a  fiscal  conserva- 
tive. After  all,  it's  the  tight-budget 
Democrats  who  are  winning  elections 
these  days.  ■ 
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Its  10  p.m.  Do  you  know  where  your 
stocks  and  bonds  are? 


Book-entry 
blues 


By  Ben  Weberman 


Ownership  of  a  stock  or  bond 
has  traditionally  been  evi- 
denced by  the  actual  physical 
possession  of  an  engraved  certificate, 
either  in  registered  or  "bearer"  form. 
A  nice  reassuring  piece  of  heavy  pa- 
per. But  increasingly  securities  are 
just  a  blip  on  a  computer. 

Often  the  actual  docu- 
ments reside  in  deposi- 
tories like  the  Reserve 
Banks  (for  U.S.  Treasury 
issues)  or  New  York's 
Depository  Trust  Co.  (for 
the  rest).  Investors  get 
statements  of  account 
acknowledging  purchase 
and  sale. 

But  what  if  the  under- 
lying certificate  turns 
out  not  to  be  in  the  de- 
pository at  all,  having  in- 
stead been  sold  or  traded 
by  a  crooked  securities 
dealer  or  other  middle- 
man? What  if  your  book 
entry  is  just  that — a  book 
entry,  unbacked  by  an  ac- 
tual document? 

Is  awareness  of  this  ex- 
panded potential  for 
computerized  securities 
fraud  slowing  the  switch 
into  book-entry  trading 
via  the  DTC  and  other 
such  depository  agen- 
cies? No  way,  which  is 


three  of  which  are  scattered  through- 
out the  Wall  Street  area.  The  securi- 
ties include  $1.4  trillion  of  stocks  and 
$758  billion  of  corporate  and  munici- 
pal debt  issues.  As  1986  began,  about 
71.5%  of  all  outstanding  corporate 
bonds  had  been  "immobilized"  by  de- 
posit in  one  of  the  agency's  vaults.  So, 
too,  had  52.1%  of  all  New  York  Stock 


Depository  Trust  's  William  Dentzer 
Want  to  go  and  see  your  certificates?  Forget  it. 


obviously 

good  news  for  depositories  in  general 
and  the  DTC  in  particular.  A  13-year- 
old  cooperative  body  with  137  stock- 
holders, including  banks,  brokerage 
firms  and  federally  chartered  financial 
agencies,  the  DTC  is  far  and  away  the 
largest  such  organization  in  the  coun- 
try, with  nearly  $2.2  trillion  of  securi- 
ties on  deposit  in  four  different  vaults, 


Exchange  common  stocks,  as  well  as 
more  than  half  of  all  outstanding  mu- 
nicipal bond  issues. 

Want  to  go  and  actually  see  your 
certificates?  Forget  it.  Telling  people 
where  their  stock  and  bond  certifi- 
cates are  resting  would  compromise 
security,  explains  DTC  Chairman  and 
Chief  Executive  Officer  William  T. 
Dentzer. 


Fine,  but  how  can  the  investor  be 
sure?  "Do  business  only  with  a  large, 
old-line  broker  or  bank,"  advises  John 
Shad,  chairman  of  the  Securities  & 
Exchange  Commission.  But  even  the 
most  reputable  of  brokers  can  them- 
selves be  taken — at  least  for  a  time. 
Consider  the  case  earlier  this  year  of 
Leslie  Roberts,  a  23-year-old  financial 
consultant  for  Merrill  Lynch  who  al- 
legedly masked  over  $5  million  in 
trading  losses  in  his  great-uncle's  dis- 
cretionary account  by  sending  the 
man  bogus  computer  printouts  that 
showed  huge  profits  even  as  the  ac- 
count was  slipping. 

Doing  business  with  upstart  small- 
er brokers  and  dealers  can  be  even 
more  perilous.  One  such  firm,  Bevill, 
Bresler  &  Schulman,  for  years  sent 
customers  purchase  and  sale  confir- 
mation slips,  while,  in  fact,  the  same 
securities  were  being  pledged  as  col- 
lateral for  multiple  transactions.  The 
firm  went  bankrupt  last  year  and  dis- 
closed a  horrendous  shortage  of  gov- 
ernment securities. 

More  problems  lie  ahead.  The  fast- 
est growth  in  the  securities  held  by 
DTC  is  currently  taking  place  in  the 
municipal  bond  sector, 
which  has  recently  seen 
the  appearance  of  book- 
entry-only  bonds  that 
have  a  single  underlying 
physical  certificate  rep- 
resenting the  entire  is- 
sue. U.S.  Treasury  secu- 
rities, held  under  similai 
arrangements  by  the  Re- 
serve Banks,  have  also 
been  going  the  route  ol 
the  munis  and,  beginning 
in  August,  will  use  book- 
entry-only  status  for  all 
marketable  federal  secu- 
rities issued  from  that 
date  onward. 

Meanwhile,  the  U.S. 
Treasury  is  instituting 
another  book-entry  sys- 
tem, called  Treasury  Di- 
rect, which  will  allow  in- 
dividuals to  open  ac- 
counts at  the  Treasury, 
through  Federal  Reserve 
Banks,  to  maintain  theii 
Treasury  and  federal 
agency  holdings.  Instead 


Rub  Kinmnnth 


of  receiving  certificates,  holders  will 
get  statements  of  account,  similar  tc 
the  statements  that  have  replaced 
savings  account  passbooks. 

As  these  latest  forms  of  "electronic 
money"  proliferate,  one  thing  seems 
clear:  Investors  are  in  for  more  cases 
than  ever  before  of  computerized  se- 
curities fraud.  The  paperless  society  is 
not  going  to  be  a  fraud-free  society.  ■ 
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Krupp  engineering  for  excellence 


Kmpp  designs  and  builds  seawater 
desalination  plants  that  can  produce 
up  to  8  million  gallons  of  highest-quality 
drinking  water  daily. 


Seawater 
gyer  tasted 
so  good. 


vater  covers  over  70  %  of  our 
et's  surface.  Potentially  an 
laustible  reservoir  to  quench 
's  thirst,  improve  hygiene, 
;r  the  crops  and  help  keep  the 
els  of  industry  turning.  Krupp 
strietechnik*  is  one  of  the 
d's  leading  manufacturers  of 
;r  treatment  plants. 

ly  80  gallons  of  water  are 
jmed  daily  by  each  of  the  one 
n  inhabitants  of  Riyadh,  capital 
udi  Arabia.  Roughly  the  same 
apita  figure  as  for  the  USA. 

5  Arab  world  and  elsewhere, 
;ver,  rising  population  figures 
efforts  to  raise  the  standard  of 
>ne  are  set  in  sharp  relief 
ist  the  lack  of  bountiful  water 


:es. 


answer  is  to  apply  modern 
lology  to  convert  seawater  into 
ing  water.  Krupp  can  draw  on 
alth  of  experience  in  the  design 
:onstruction  of  desalination 


e  information  on  Krupp's  activities 
jnmental  engineering  contact 
ldustries  Inc.,  1370  Washington  Pike, 
lie  PA  15017. 


facilities  -  over  3,000  plants  bear 
witness  to  that. 

Over  a  gallon  of  seawater  is 
processed  to  produce  one  pint  of 
pure  distillate.  The  rest  is  returned  to 
the  sea  with  a  slightly  higher  salt  con- 
tent. Before  the  distillate  can  be  used 
as  drinking  water,  essential  minerals 
have  to  be  added.  It  is  therefore 
"blended"  with  filtered  seawater 
until  fully  meeting  WHO  standards. 

End  of  story?  Not  quite.  The  plants 
built  by  Krupp  are  vivid  proof  that 
problem  solutions  do  not  have  to  be 
one-sided  but  can  strike  a  perfect 
balance  between  environment  and 

<S>  KRUPP 


economy.  Witness  our  water  treat- 
ment, noise  reduction  and  heat 
recovery  facilities.  Witness  our  flue- 
gas  desulfurizing  scrubbers  and 
electrostatic  precipitators  for  coal- 
fired  power  stations. 

Creative  dialogue  is  our  springboard. 
Krupp  engineers  work  in  close  part- 
nership with  customers  seeking  solu- 
tions to  the  problems  that  affect  us  all. 

We  provide  the  advanced  engineer- 
ing materials,  facilities  and  systems 
needed  for  speedy  and  sustained 
economic  progress. 

Krupp.  A  tradition  of  progress. 


Rising  stock  markets,  plunging  currencies  and 
unprecedented  trade  deficits  are  dropping  the 
curtain  on  an  old  era.  When  the  curtain  goes 
up  again,  there  will  be  lots  of  new  faces  among 
the  leading  players 

The  rising  stars 


By  Susan  Lee  and  Tatiana  Pouschine 

W|  hat's  behind  the  current  turmoil  in  cur- 
rencies, the  wave  of  imports  that  has  swept 
over  the  U.S.  economy  and  the  recent  boom 
in  stock  markets  all  over  the  world?  Believe 
it  or  not,  you  can  attribute  these  disparate 
events  to  a  single  cause:  the  growing  internationalization 
of  the  world  economy  and  the  troubles  everyone  is  having, 
the  U.S.  included,  in  adapting  to  the  breakdown  of  purely 
national  economies. 

We  are  living  in  an  era  that  can  truly  be  called  revolu- 
tionary. An  era  where  economic  changes  are  causing  far- 
reaching  political  and  social  shifts  in  the  world.  Just  one 
single  consequence:  The  U.S.'  four-decade-old  domination 
of  the  world  economy  is  coming  to  an  end. 

Where  the  ideological  one-worlders  of  yore  failed,  pres- 
ent economic  and  technological  realities  are  fast  erasing 
national  boundaries  as  far  as  the  flow  of  money,  goods  and 
services  is  concerned.  And  as  this  happens,  faster  growth 
rates  in  some  foreign  economies,  together  with  the  power 


of  compound  numbers,  guarantees  that  there  will  soon  be 
a  number  of  other  economic  superpowers  in  the  noncom- 
munist  world  besides  today's  three:  the  U.S.,  Western 
Europe  and  Japan. 

In  20  short  years,  economic  life  will  have  changed  rather 
dramatically.  Decisions  that  were  once  purely  local,  or 
even  domestic,  will  be  global.  Business  people  will  base 
marketing  strategies  on  world  conditions.  Ditto  for  pro- 
duction decisions,  since  companies  will  pretty  much  be 
able  to  place  factories  anywhere  in  the  world.  Local  stores 
don't  have  exactly  what  you  want?  Then  shop  the  world — 
electronically  perusing  catalogs  and  ordering  purchases 
that  will  be  delivered  almost  anywhere  in  the  world  with- 
in 72  hours. 

The  trend  toward  a  single  world  economy  is  not  new,  of 
course.  Over  the  past  200  years  there  has  been  increasing 
internationalization — or,  more  formally  put,  the  share  of 
output  traded  has  been  rising.  (This  pattern  was  interrupt- 
ed only  by  the  two  World  Wars  and  the  Great  Depression.) 
Observes  Robert  Mundell  of  Columbia  University:  "Today 
the  world  economy  is  about  50%  integrated,  vs.  25%  in 
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;0  and  10%  in  1880." 

uid  in  20  years?  One  hundred  percent  integration 
uld  be  too  much  to  expect.  But  75%  would  not  be. 
lowever  alarming  this  new  world  may  sound,  in  terms 
:lassical  economics,  it  will  be  a  better  world  for  most  of 
inhabitants.  The  old  Ricardian  notion  of  comparative 
'antage  will  have  free  play.  Countries  will  specialize  in 
ducing  the  things  they  do  best,  trade  like  mad  with 
ler  countries,  and  everyone  will  be  better  off.  Simply 
:,  gains  from  trade  and  specialization  will  create  a  more 
cient  world  economy,  one  with  a  dramatically  lower 
I  of  goods. 

Generally,  the  forces  behind  the  integration  of  the 
rld's  economies  are  the  same  as  they  have  always  been: 
hnological  improvements  in  transportation  and  com- 
inications.  In  the  recent  past,  national  states  have  been 
arrier  to  the  proper  functioning  of  these  technological 
ranees.  Notions  of  national  prestige,  self-sufficiency 
1  the  protection  of  existing  jobs  and  industries  have  led 
ist  nations  to  throw  up  political  roadblocks  to  the 
ictioning  of  free  markets.  The  barriers  remain:  Witness 


the  current  outbreak  of  protectionist  sentiment  in  the 
U.S.;  witness  the  economic  nationalism  that  keeps  Japan 
virtually  closed  to  foreign  goods.  But  these  barriers  are 
weakening  because  they  interfere  with  a  more  insistent 
demand:  a  better  standard  of  living. 

Advances  in  technology  have  already  gone  far  to  break 
down  the  old  national  boundaries  that  have  kept  trade  and 
economic  events  closely  confined.  The  jet  airplane  has 
shrunk  the  world  for  both  business  people  and  tourists, 
and  TV  has  not  only  beamed  Dallas  to  the  world  but  also 
spread  news  of  the  world's  events  to  many  of  its  citizens. 
Only  the  East  bloc  nations  have  managed  to  keep  their 
borders  sealed  to  outside  information  and  to  the  flow  of 
outside  goods  and  services;  but  they  have  done  so  at 
terrible  and  growing  costs  to  their  standards  of  living. 

What  will  the  economic  future  look  like?  By  the  year 
2006,  expect  the  following: 

•  Transportation.  As  a  percentage  of  product  cost,  trans- 
portation could  be  30%  to  40%  less  than  it  is  now.  There 
are,  for  example,  some  dramatic  improvements  in  the 
efficiency  of  air  transport  in  the  wings.  Go  no  further  than 
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The  University  of  Rochester  's  Robert  Barro 
"The  world's  financial  markets  are  pretty 
close  to  being  one  market." 

U.S.  plans  to  develop  a  transatmospheric  vehicle,  dubbed 
the  Orient  Express,  which  will  zip  some  400  passengers 
between  Washington  and  Tokyo  in  just  two  hours. 

•  Communications.  Estimates  are  that  telecommunica- 
tion costs  will  be  1  %  of  what  they  are  today.  For  example, 
Harvard's  Richard  Cooper  says,  "The  digitalization  of 
voice  communication  as  well  as  the  introduction  of  fiber- 
optic cables  will  enormously  increase  capacity  and  reduce 
the  cost  of  transoceanic  communication." 

•  Technology.  Here,  the  technology  of  production  will 
not  only  be  better,  but  also  better  spread  throughout 
the  world.  Robert  Hormats  of  Goldman,  Sachs  fore- 
sees a  vast  diffusion  of  technology.  "We'll  be  able  to 
locate  very  modern  production  anywhere  in  the 
world,"  he  says.  "The  ability  to  produce  will  be 
global."  This  is  no  science  fiction  view  of  the  future. 

Take  India.  Already  Japanese  and  U.S.  companies 
are  producing  high-tech  computer  software  in  India. 
Granted,  much  of  the  country  continues  to  live  in  the 
age  of  the  bullock  cart  and  camel,  but  the  fast- 
growing  industrial  segment  now  deals  in  nuclear 
power,  satellite  technology  and  the  manufacture  of 
modem  weaponry. 

Or  consider  this  magazine.  Many  of  the  compo- 
nents of  the  computer  on  which  this  article  was 
composed  come  not  from  Silicon  Valley  or  Route 
128,  but  from  such  recently  less  developed  places  as 
Singapore. 

As  technology  spreads  and  distances  shorten,  all 
sorts  of  arbitrage  will  become  possible — and  not  just 
the  now-familiar  financial  arbitrage.  Arbitrage — as 
any  economist  will  be  happy  to  tell  you — means 
buying  low  in  one  market  and  selling  high  in  another. 
And  as  firms  and  consumers  practice  arbitrage,  prices 
in  all  markets  will  tend  to  come  together. 

In  other  words,  arbitrage  works  toward  equalizing 
conditions  worldwide.  Inflows  of  technology  and 
capital  will  raise  productivity  and  income  in  the 
poorer  countries  while  at  the  same  time  holding 


down  wages  and  prices  in  the  richer  countries.  Arbi 
trage  has  already  hit  labor  unions  in  some  of  til 
industrial  countries:  Jobs  have  been  literally  flyin 
out  the  door  as  high-cost  industries  find  they  can' 
compete  with  cheaper  labor  elsewhere. 

Opportunities  for  arbitrage  will  also  diminish  th 
power  of  governments  to  insulate  their  economie 
from  the  rest  of  the  world.  Just  ask  President  Mittei 
rand  what  happened  when  he  put  France  out  of  syn 
with  his  trading  partners:  He  got  a  disaster  for  a 
economy  and  Jacques  Chirac  for  a  prime  minister. 

Or  look  what  happened  to  Mexico.  Although  ma> 
be  S200  billion  in  oil  money  and  foreign  loans  poure 
into  the  country,  it  poured  right  out  again  as  High 
capital  because  the  government  failed  to  make  it 
citizens  feel  secure  about  the  currency  and  the  ecc 
nomic  future.  Such  massive  flights  of  capital  are 
good  deal  easier  and  faster  today  than  in  the  day 
when  gold  and  diamonds  had  to  be  smuggled  out  i: 
satchels  or  hidden  on  the  human  body. 

Ditto  for  governments'  ability  to  regulate  certai 
industries — especially  services  like  banking,  insm 
ance  and  telecommunications.  Indeed,  financial  arbi 
trage  has  already  kiboshed  some  regulatory  barrier; 
Exchange  controls,  for  example,  have  almost  disap 
peared  among  the  major  industrial  countries.  And  s 
have  some  tax  discrepancies :  In  1 98 1  New  York  had  t 
grant  tax  exemptions  on  international  loans  to  kee 
U.S.  banks  from  moving  business  to  Nassau  and  th 
Cayman  Islands;  and,  in  1984,  when  the  U.S.  lifted  th 
withholding  tax  on  investment  income  earned  by  nonresi 
dents,  France  and  Germany  had  to  provide  the  same  ta 
haven — pronto — or  watch  money  surge  into  the  U.S. 

Imagining  what  the  world's  economy  will  look  like  i 
2006  isn't  completely  an  exercise  in  raw  speculation,  j 
look  at  what's  happened  to  the  world's  financial  market 
over  the  last  decade  is  an  excellent  example  of  what's  t 
come.  Consider: 

Equity  ownership  is  increasingly  international.  A 
American  can  live  in  an  apartment  building  owned  b 

]ime>  McGoi 


Goldman,  Sac/js'  Robert  Hormats 
"While  there  are  still  impediments,  trade  in  the 
product  market  has  become  quite  integrated." 
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ladians,  buy  groceries  at  a  store  owned  by  Ger- 
is,  shop  for  clothes  at  a  boutique  owned  by  Brits, 
1  checks  at  a  bank  owned  by  Israelis  and  drive  a 
made  in  a  plant  owned  by  Japanese.  Debt,  too,  has 
jme  an  international  affair.  Most  major  corpora- 
ls can  issue  debt  in  foreign  currencies  in  almost 
country. 

's  also  possible  to  trade  all  sorts  of  financial 
ruments  24  hours  around  the  globe.  Moreover,  as 
University  of  Rochester's  Alan  Stockman  points 
"Swaps,  the  ultimate  in  sophistication,  are  now 
imonplace."  (Swaps,  for  instance,  permit  holders 
abilities  in  one  currency  to  trade  them  for  liabil- 
5  in  another  currency.) 

ow  did  that  happen?  That's  simple,  too.  Cheap 
communications  have  made  the  financial  mar- 
>  extremely  efficient:  While  the  transportation 
:s  of  shipping  autos  from  Japan  to  Europe  are  still 
dficant,  transferring  money  is  almost  costless, 
an  electronic  message  crediting  one  bank  ac- 
nt  and  debiting  another. 

he  multinational  firm,  a  fairly  recent  develop- 
lt  in  world  history,  also  owes  much  to  modern 
lmunications  and  transportation  technology.  Be- 
en 1966  and  1977  the  U.S.  share  of  the  world's 
arts  of  manufactured  goods  slipped  from  16%  to 
3,  reflecting  a  decline  in  American  competitive- 
>.  Nonetheless,  American  multinationals  over- 
te  that  competitive  disadvantage,  increasing  their 
re  in  manufacturing  exports  from  17.8%  to  18.5%  _ 
shifting  production  to  other  countries.  Says  Robert 
sey  of  the  National  Bureau  of  Economic  Research, 
S.  multinationals  have  the  ability,  using  improve- 
lts  in  communications,  to  deal  in  markets  all  around 
world,  allocating  their  production  efficiently." 
esult:  Just  about  every  business  of  any  size  is  becoming 
tinational— and  practicing  arbitrage.  Take  the  prac- 
,  much  hated  by  labor  unions,  known  as  off-sourcing. 
ff-sourcing  is  just  another  form  of  arbitrage.  It  is  what 
pens  when  companies  give  up  on  the  conceit  of  con- 

Rick  Friedman/Black  Star 


vard  University's  Richard  Cooper 

azil  has  a  can-do  attitude  and  optimism 

t  one  associates  with  the  U.S." 


MIT's  Rudiger  Dornbusch 

"The  U.S.  will  inevitably  lose  share  of  world  GNP. 
So  will  Europe  and,  to  a  lesser  extent,  Japan." 

trolling  the  entire  manufacturing  process.  Instead,  they 
shop  the  world  for  cheap  suppliers,  letting  foreign  firms 
provide  them  with  parts  or  processes.  Nowhere  is  that 
clearer  than  in  the  auto  industry,  where  cars  are  often 
assembled  with  parts  made  in  over  20  countries,  including 
New  Zealand,  Mexico,  South  Korea  and  Brazil.  Off-sourc- 
ing has  become  popular  in  other  industries  as  well,  from 
steel  to  semiconductors. 

But  what  of  the  politicians  who  lose  power  as  their 
economic  boundaries  fade  away?  What  of  industries  bat- 
tered by  this  rapid  change  and  workers  displaced  or 
downgraded?  They  will,  of  course,  fight  back,  and  are 
fighting  back.  But  theirs  is  a  rearguard  action.  Econo- 
mist Robert  Barro  says  flatly,  "Protectionism  is  a 
very  negative  force  toward  the  efficient  allocation  of 
resources."  Meaning  that  the  protection  of  weak 
industries  must  come  at  the  expense  of  the  general 
standard  of  living.  But  given  that  the  fate  of  demo- 
cratic and  even  semidemocratic  governments  rests 
increasingly  on  the  economic  well-being  of  their 
respective  populations,  throwing  up  barriers  to  the 
free  flow  of  goods  and  services  will  gradually  prove 
more  costly  than  letting  sick  industries  die. 

Moreover,  the  trend  is  away  from  protectionism.  In 
1900  the  average  U.S.  tariff  was  28%;  by  the  1950s 
that  had  fallen  to  6%;  and  by  1980  average  tariff  rates 
had  dropped  to  3%. 

Why  does  this  spreading  globalization  spell  the  end 
of  U.S.  economic  primacy?  Not  because  it  will  weak- 
en the  U.S.  economy,  but  because  it  will  so  much 
strengthen  some  others.  For  example,  if  the  U.S. 
grows  at  3%,  India  and  China  at  7%  and  Latin  Ameri- 
ca and  East  Asia  at  5%,  then  the  U.S.  will,  perforce, 
lose  share  of  world  GNP.  Currently,  the  U.S.  ac- 
counts for  one-quarter  of  world  GNP;  25  years  from 
now  that  could  be  down  to  about  one-sixth. 

Part  of  the  reason  that  U.S.  growth  will  lag  is  that 
its  population  and  productivity  growth  will  lag.  Pop- 
ulation growth  needs  no  explaining.  As  for  the  pro- 
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Rtyiv  faces  life 


Rajiv  Gandhi's  home  in 
New  Delhi  is  a  virtual  for- 
tress; Sikh  thugs,  rampag- 
ing in  the  Punjab,  have  sworn  to 
murder  the  Indian  prime  minister, 
as  they  did  his  mother.  Nonethe- 
less, Gandhi  seemed  relaxed  when 
Forbes  interviewed  him  recently. 
Turning  from  politics  to  econom- 
ics, we  reminded  the  Indian  prime 
minister  that  the  Wall  Street  Journal 
had  fondly  dubbed  him  Rajiv  Rea- 
gan for  his  tax  cuts  and  generally 
pro-business  policies. 

A  flicker  of  an  amused  smile 
crossed  the  42-year-old  former  air- 
line pilot's  good-natured  face. 
Then  Rajiv  Gandhi  remembered 
that  government  control  of  the 
economy  is  supposed  to  be  as  sa- 
cred as  India's  cows.  An  endorse- 
ment from  the  Wall  Street  Journal 
doesn't  play  well  in  India's  capital- 
ist-bashing press.  Said  Gandhi: 

"Well,  yes,  I  do  reject  it  [the 
comparison  with  Ronald  Reagan's 
economic  policies],  but  we  are  try- 
ing to  change  things  in  our  own 
economic  policy."  No,  he  was  not 
a  supplysider,  Gandhi  replied.  But, 
yes,  he  was  trying  to  free  Indian 
business  from  some  of  the  bureau- 
cratic restraints  that  have  slowed 
India's  economic  growth  and  hob- 
bled the  tremendous  natural  cre- 
ativity of  its  business  and  industry. 

He  went  on  to  enumerate  some 
of  India's  strengths.  "We  have  tre- 
mendous reservoirs  of  technologi- 
cal manpower,  we  have  tremen- 
dous reservoirs  of  trained  labor,  we 


have  a  very  good  management  cad- 
re." All  true:  Just  look  at  how  suc- 
cessfully Indian  business  people 
are  "competing  in  the  U.S.  and  in 
Europe,  and  how  many  Indian 
technocrats  are  rising  through  the 
corporate  ranks  in  the  U.S. 

An  outsider  meeting  India's  top 
business  people  cannot  but  be  im- 
pressed by  their  knowledge  and 
their  abilities.  An  almost  purely 
peasant  country  at  the  time  of  in- 
dependence 39  years  ago,  India  is 
now  the  world's  tenth-largest  in- 
dustrial economy.  Among  the  for- 
mer colonial  countries,  not  one 
comes  even  close  to  matching  In- 
dia's industrial  progress.  Unfortu- 
nately, much  of  the  industrial  ca- 
pacity is  obsolete  and  inefficient, 
sheltered  by  government  policy, 
which  virtually  banned  imports 
and  restricted  even  domestic  com- 
petition. Last  year,  for  example, 
the  government  dropped  duties  on 
capital  goods  imports  from  65%  to 
45%.  This  was  such  a  blow  to 
many  Indian  machine  manufactur- 
ers that  the  rate  was  raised  again  to 
55%  this  year.  There  is  something 
terribly  wrong  with  industries  that 
cannot  compete  even  when  pro- 
tected by  a  45%  tariff. 

But  good  economics  is  not  al- 
ways good  politics,  and  in  seeking 
to  let  in  some  fresh  air,  Rajiv  runs 
smack  into  political  reality.  Al- 
ready people  are  saying  Rajiv  is  for 
the  rich. 

To  India's  politicians  socialism 
and  government  controls  mean 


money;  the  more  business  is  de- 
pendent on  controls  and  govern- 
ment licenses,  the  more  bribes  can 
be  extracted  from  business  people. 
And  for  India's  powerful  bureau- 
cracy, controls  mean  power.  Nor 
are  India's  big  businesses  especial- 
ly sincere  when  they  complain 
about  controls.  In  this  hybrid  so- 
cialist-capitalist system,  business 
people  are  totally  protected  from 
foreign  competition  and,  often, 
from  new  Indian  competition  as 
well.  Frequently,  manufacturers 
have  little  incentive  to  keep  prices 
down  or  produce  quality  products. 

Rajiv  Gandhi  has  dismantled 
some  of  the  controls  that  protect 
inefficiency  and  breed  corruption, 
but  he  must  govern  through  the 
bureaucracy  and  with  the  support 
of  politicians,  few  of  whom  have 
much  heart  for  policies  that  cut 
their  income  and  power.  A  current 
joke  concerns  a  young  business- 
man who  goes  to  a  bureaucrat  and 
asks  why  his  government  license 
hasn't  come  through,  since  Rajiv 
Gandhi  had  promised  the  process 
would  be  speeded  up.  "Then  go  get 
your  license  from  Rajiv  Gandhi," 
the  bureaucrat  snaps  back. 

Given  the  inertia  in  the  Indian 
system  and  the  institutionalized 
lean  to  the  left,  Rajiv  Gandhi 
can't  move  as  fast  as  he  would 
like.  Rajiv's  first  budget  in  early 
1985  pleased  the  business  com- 
munity. It  cut  punishingly  high 
tax  rates,  made  it  easier  to  start 
new  businesses  and  build  new 


ductivity  slowdown,  that's  pretty  matter-of-fact,  too:  For  a 
country  at  the  technical  frontier,  repeating  big  gains  be- 
comes harder  and  harder. 

The  U.S.  also  is  constantly  pushing  the  outer  limits  of 
ideas  and  their  applications.  And,  as  Robert  Mundell  ob- 
serves: "The  U.S.  suffers  by  being  number  one.  It  must  pay 
the  costs  of  making  mistakes,  while  the  rest  of  the  world 
has  the  advantage  of  importing  the  successes."  That  is, 
copying  technology  is  cheaper  than  developing  it. 

Thus,  less  developed  countries  will  simply  absorb  tech- 
nology and  knowledge  from  the  U.S.  And,  since  capital  is 
not  a  constraint — they  can  borrow  capital  from  the  rest  of 
the  world — the  less  developed  countries  should  be  able  to 
leapfrog  ahead,  much  like  Japan  has  done. 

That  does  not  mean  that  the  U.S.  will  be  an  impover- 
ished wreck.  Although  our  share  of  world  output  will 
decline,  Americans  will  be  better  off  in  the  sense  that  our 
incomes  will  be  higher.  Indeed,  the  U.S.  can  let  other 
countries  produce  goods  that  they  make  cheaper  and  bet- 
ter— autos,  steel,  textiles  and  footwear,  for  example.  And 
we  can  move  into  areas  where  we  do  have  a  comparative 
advantage,  such  as  aerospace. 


So,  too,  our  political  influence  might  decline  along  \ 
our  share  of  the  world's  economy.  That  will  be  bad  if 
rest  of  the  Free  World  refuses  to  pick  up  some  of 
defense  burden  and  permits  the  Soviet  bloc  nations  to  j 
militarily  what  they  cannot  get  by  peaceful  means.  Bu 
one  said  the  coming  changes  would  be  easy. 

They  certainly  will  not  be  easy  for  Japan,  which  u 
now  has  profited  greatly  from  the  globalization  of  ti 
without  fully  opening  its  own  markets.  Nor  will  it  be  i 
for  Western  Europe,  which  has  shackled  itself  with  si 
wicked  institutional  barriers  to  growth.  In  Europe  gov 
ments  have  gotten  so  big,  tax  rates  so  high  and  regulati 
so  intense  that  this  still  nationally  fragmented  contii 
is  going  to  have  rough  going. 

And  what  about  the  winners?  Hands  down,  everybo 
favorite  candidate  to  zoom  out  in  front  is  Brazil.  As  1 
vard's  Richard  Cooper  says,  "The  21st  century  may  we. 
the  century  of  Brazil." 

First,  Brazil  is  huge,  the  fifth-largest  nation  in  the  wc 
Wages  are  low,  and  there  are  no  limits  on  labor  suppl] 
addition,  Brazil  is  a  developed  economy,  having  spent 
last  30  years  industrializing. 


110 


FORBES,  MAY  5,  1 


Alex  Webb/Magnum  Phcxos 


m  r'r.".... 


New  construction  in  Bombay 

What's  the  biggest  sacred  cow  in  India?  Socialism. 


factories,  and  liberalized  import 
licensing  rules. 

But  his  1986  budget  struck 
many  as  a  slap  in  the  face  to  the 
business  community.  A  poorly 
thought-out  proposal  for  a  value- 
added  tax  so  confused  thousands 
of  small  businesses  that  they  had 
to  shut  down  pending  the  clarifi- 
cation that  later  came.  A  proposed 
tax  on  intercorporate  dividends 
was  first  proposed,  then  with- 


drawn. Shortly  before  the  budget 
was  announced,  a  number  of 
prominent  businessmen,  many  of 
venerable  age,  were  hauled  off  to 
police  stations  for  questioning  on 
alleged  tax  violations. 

Was  Rajiv  Gandhi  yielding  to 
pressure  from  the  left  against  his 
pro-business  policies?  A  lot  of 
people  thought  so. 

His  government  is  still  smarting 
from  the  furor  over  petroleum 


product  prices.  In  February  the 
government  raised  its  prices.  Al- 
though there  are  only  about  10  mil- 
lion cars  in  all  of  India,  those  price 
hikes  hit  the  average  person  hard 
because  they  bumped  up  bus  fares 
and  the  price  of  cooking  kerosene. 

Rajiv  Gandhi  made  the  move  for 
sound  reasons:  to  cut  the  use  of 
imported  oil,  not  through  fiat,  but 
through  market  mechanisms.  The 
outcry  was  terrible.  Why  was  India 
raising  the  price  of  petrol,  when  oil 
prices  were  falling  everywhere 
else?  The  price  boost  convinced  a 
lot  of  people  that  the  opposition 
was  right:  Rajiv  is  for  the  rich. 

The  government  didn't  back 
down  on  this  issue,  but  as  of  early 
spring  it  seemed  Rajiv  Gandhi  had 
lost  some  of  his  enthusiasm  for 
free  enterprise  policies.  It  would 
make  a  lot  of  sense  to  turn  a  good 
many  state-owned  businesses  over 
to  private  hands.  Rajiv  probably 
would  like  to  do  so.  But  he  knows 
he  cannot.  So  he  talks  of  running 
them  more  efficiently.  Fat  chance. 

It  remains  to  be  seen  if  this  well- 
meaning  but  inexperienced  politi- 
cian has  the  stamina  and  tough- 
ness needed  to  follow  through  on 
what  his  instincts  and  experience 
of  the  world  tell  him  is  best  for 
India.  The  steam  is  up  in  the  Indian 
economy,  and  its  growth  seems  as- 
sured, but  it  will  be  faster  and  surer 
if  Rajiv  Gandhi  can  lift  the  heavy 
hand  of  government  from  an  im- 
mensely creative  entrepreneurial 
class. — James  W.  Michaels 


st  as  important,  Brazil  has  enjoyed  a  lot  of  political 
ility.  And  herein  lies  the  foundation  of  optimism,  at 
t  for  Rudiger  Dornbusch  of  MIT.  Income  distribution 
razil  is  very  concentrated.  "So  everybody  knows  the 
!  way  to  keep  the  peace  politically  is  high  growth  that 
des  down,"  says  Dornbusch.  "And  because  everybody 
ws  the  country  will  grow,  people  will  invest  and  hire 
workers — it  all  feeds  on  itself." 

:tween  1950  and  1980  Brazil  grew  at  7%  a  year  (rivaled 
'  by  Japan  and  Korea);  and  there's  no  reason  that 
ildn't  continue.  At  that  pace,  its  GNP  should  be 
ind  a  trillion  in  20  years,  roughly  what  the  GNP  of 
n  is  now. 

:cond  place  goes  to  Korea.  Here,  the  bet  is  that  Korea 
follow  the  Japanese  model.  It  starts  with  some  of  the 
e  virtues — highly  motivated  workers  (note  that  Kore- 
say  the  Japanese  are  lazy),  cheap  labor  and  policies  that 
nirage  exports.  Like  the  Japanese,  the  Koreans  are 
ing  their  resources  into  engineering  education  and 
;  clear  objectives  of  what  they  want  to  do. 
oreover,  the  Koreans  have  engaged  in  a  massive  long- 
l  economic  development  program,  making  major  bets 


on  steel  and  shipbuilding.  TRW's  Pat  Choate  points  out, 
"They're  into  ceramics,  computer  chips,  advanced  elec- 
tronics, biotech;  these  are  technologies  that  can  ripple 
across  whole  families  of  industries  and  products.  Korea 
has  gone  from  having  virtually  no  electronics  industry  to 
the  point  now  that  they  are  producing  256K  advanced 
semiconductors. " 

Korea  should  be  able  to  keep  to  its  current  growth  rate  of 
7%  to  8%  a  year;  in  20  years  it  should  rank  as  a  developed 
country.  By  then  the  standard  of  living  should  be  above 
that  of  Great  Britain  and  reaching  toward  Japan's. 

As  for  third  place,  there's  a  tie  between  India  and  China. 
Both  China  and  India  should  have  substantial  and  sus- 
tained rates  of  growth — but  an  important  if  is  keeping 
government  from  their  throats. 

China  is  beginning  to  open  its  doors,  slowly  encouraging 
foreign  investment  and  the  transfer  of  technology  with 
joint  ventures.  If  China  goes  free  market,  it  could  be  an 
awesome  low-wage  export  machine. 

But  will  it?  "China  doesn't  seem  to  have  the  same 
intellectual  fetters  as  the  Soviet  Union,"  says  Robert  Mun- 
dell.  "It  is,  to  a  laudable  extent,  imitating  capitalistic 
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development  paths  that  the  Japanese  took  after  the 
Meiji  restoration  in  the  last  century.  They  sent  stu- 
dents all  over  to  learn  Western  technology  so  they 
could  create  their  own  educational  capital  for  a  new 
generation  to  carry  on  the  development  of  capital, 
which  was  the  basis  for  their  industrial  progress." 

China,  which  has  been  growing  at  3%  to  4%  a  year, 
could  start  zipping  along  at  4%  to  5%. 

Enthusiasm  for  India  is  based  on  several  things.  For 
one,  it  has  an  energetic  work  force  with  a  tremen- 
dously talented  business  class.  It  has  achieved  self- 
sufficiency  in  grain  and  perhaps  70%  self-sufficiency 
in  oil.  Moreover,  as  Citicorp  Vice  Chairman  Thomas 
Theobald  says:  "India  already  has  a  number  of  strong 
export  industries;  it  has  the  potential,  like  China,  to 
be  a  very  effective  export  competitor." 

Of  course,  much  of  India's  growth  will  be  absorbed 
by  a  horrendously  swelling  population  and  the  need 
to  build  a  more  modern  transportation  and  commu- 
nications infrastructure.  But  consider:  At  a  conserva- 
tive guess,  India  has  about  50  million  people  living  at 
a  modest  middle-class  level.  This  middle-class  mar- 
ket alone  can  be  tremendous — almost  as  big  as  the 
entire  population  of  France  or  West  Germany. 

India's  1979-84  growth  rate  was  a  snappy  5.6%  a 
year;  it  shouldn't  have  trouble  maintaining  that.  By 
2006  its  GNP  could  easily  top  $500  billion. 

What  about  natural  resources?  The  University  of 
Maryland's  Mancur  Olson  is  right  when  he  says,  — _ 
"Success  doesn't  depend  on  natural  resources  and  location 
as  much  as  on  the  degree  of  stupidity  of  the  policies  and 
institutions  of  a  country."  Argentina  was  one  of  the  rich- 
est, highest  per  capita  income  countries  in  the  world  early 
in  the  20th  century,  but  stupid  policies  and  poorly  func- 
tioning institutions  thwarted  the  potential  and  left  the 
country  shabby  and  down-at-the-heels.  Conversely,  after 
World  War  II,  the  experts  said  that  Japan,  unable  to  feed 
itself,  would  be  an  economic  basket  case  living  on  interna- 
tional charity. 


The  University  of  Maryland's  Mancur  Olson 

"A  poor  country  that  can  get  its  act  together 

can  grow  like  a  bat  out  of  hell." 


Columbia  University's  Robert  Mundell 
"China  does  not  seem  to  have  the  same  ideological 
fetters  as  the  Soviet  Union" 


The  crucial  factor  in  determining  which  nations  wi 
forge  ahead  is  what  Citicorp's  Thomas  Theobald  calls  "tl 
hustle." 

Hustle?  An  energetic  business  class,  entrepreneur! 
talent  and  a  disciplined  work  force.  But  to  work  its  ec 
nomic  miracles,  hustle  needs  an  institutional  commi 
ment  to  growth.  That  means  not  only  a  political  consensi 
on  the  basic  nature  of  the  economic  regime  but  also 
favorable  climate  for  investment.  There  must  be  freedo: 
for  individuals  to  create  their  own  firms,  invest  their  ow 
capital  and  take  home  their  own  rewards.  Countrii 
must  be  open  to  foreign  trade,  investment  and  firn 
and  people  with  skills  that  their  own  people  mig] 
not  have. 

Finally,  they  must  be  willing  to  trust  the  fr< 
market  for  signals  on  how  best  to  allocate  resourci 
rather  than  substituting  state  planning.  Rememb 
27  years  ago  when  Premier  Nikita  Khrushch< 
claimed  the  Soviet  economy  would  bury  the  Wes 
Well,  this  year  the  Soviet  Central  Committee  quiet 
deleted  that  claim  from  the  party  program. 

"Economic  history  is  one  long  story  of  winne 
falling  behind  and  no-account  peripheral  countrii 
becoming  important, "  says  Mancur  Olson.  "That  go 
back  to  the  city-states  in  ancient  Greece.  Did  the  lar 
between  the  Tigris  and  Euphrates  rivers  stay  ahea< 
No.  Action  movedto  Egypt,  then  to  Greece,  to  Rome, 
northern  Europe,  to  the  U.S.  and  now  to  Japan." 

So  the  odds  are  that  the  action  will  be  moving  j 
Brazil,  Korea,  China  and  India.  But  this  is  a  probabil 
ty,  not  a  prediction.  A  lot  depends  on  whether  the: 
countries  can  keep  their  hustle — an  intangible,  i: 
deed  ineffable  quality.  In  relatively  recent  time 
after  all,  Britain  lost  its  drive,  as  did  Spain  centurii 
earlier.  A  lot  depends,  too,  on  their  willingness  j 
entrust  their  economic  futures  to  the  seeming  cha< 
of  the  free  market  rather  than  to  the  illusory  order! 
ness  of  planned  welfare  states.  Energy  and  risk-taJ 
ing — that's  what  it  will  take  to  deliver  the  goods  j 
the  one-world  economy  that  is  fast  developing.  ■ 
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YOU  KNEW  SPRINT  WENT 
TO  THE  COUNTRY 
SO  WHICH  ONE  DID  YOU  HAVE 

IN  MIND? 


GTE  Sprint  can  now  connect  you  with  the  countries  you're  most 
y  to  call,  all  over  the  world.  The  United  Kingdom,  Hong  Kong, 
tralia,  and  Argentina  to  name  a  few. 

You'll  find  that  our  fast  access  and  clear  overseas  connections  are 
t  up  there  with  AT&T's.  Only  our  charges  aren't. 
So  call  (800)  521-4949  right  now.      i  ■  ■  *  cooi/vr 
I  out  how  much  we're  saving  you       '  m  1^  %>"rf/tVi 

te  countries  you  have  in  mind.      You've  got  the  future  on  the  liner 


CA  (714)660  8999  •Atlanta.  GA  (404)843  0100  •  Boston,  MA  (617)933  7771  •  Chicago.  IL  (312)  364  4600  •  Cleveland.  OH  (216)  642  0180  •  Dallas.  TX  (214)  387  4686  • 
f/(313)  827-4900  •  Honolulu.  HI  (808)  528  2000  •  Houston.  TX  (713)  777-3600  •  Kansas  City.  KS  (913)  451-8700  •  Los  Angeles.  CA  (213)  515-5353  •  Neiv  York.  NY  (212) 

•  Philadelphia.  PA  (215)  568  4338  •  Phoenix.  AZ  (602)  956  6200  •  San  Francisco.  CA  (415)  571-8700  •  Seattle.  WA  (206)  621  7600  •  Washington,  D  C.  (703)  486-8330 
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IT  ALL  STARTS  WITH  RATES 

Historically,  insurance  rates  have  been  nu 
understood.  As  a  result,  they've  become  a  ma 
source  of  problems  for  insurance  companies 
and  the  companies  they  insure. 

At  AIG,  American  International  Group  o 
Insurance  Companies,  we  believe  every  busi- 
ness executive  should  have  a  better  understanc 
ing  of  rates  and  their  importance. 

WHAT  IS  A  RATE? 

An  insurance  rate  is  the  price  an  under- 
writer charges  a  company  based  on  the  insurer 
projection  of  exposure  to  risk. 

Adequate  rates  reflect  past  losses  as  well  I 
anticipated  future  claims.  They  must  also  cove 
an  insurance  company's  expenses  and  provide 
for  a  reasonable  underwriting  profit. 


I 

I 
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THE  EFFECT  OF  INADEQUATE  RATES 

Inadequate  rates  may  force  an  insurer  to  re- 
:e  surplus  funds  to  pay  expenses. 

When  surplus  funds  start  shrinking,  there's 
5  and  less  capital  to  provide  for  the  growing 
urance  needs  of  our  society. 

You  end  up  paying  higher  premiums  basi- 
ly  due  to  the  inability  of  insurers  to  project 
>osure  to  risk,  obtain  adequate  rates  and 
intain  a  healthy  surplus. 

Keeping  a  check  on  our  surplus  is  one  of 

*  most  important  policies. 

If  it  weren't,  we  couldn't  give  you  the 
Section  you  deserve. 

*  AMERICAN  INTERNATIONAL  GROUP 

OF  INSURANCE  COMPANIES 


Our  Policies  Are  Your  Best  Insurance. 


Its  competitors  may  call  Marshall  Indus- 
tries "un-Ameiican, "  but  the  semiconduc- 
tor distributor  is  a  dandy  way  to  play 
Japans  onslaught  in  microchips. 

Sticks  and  stones 


By  Marc  Beauchamp 

If  you  asked  our  competitors 
about  us,  they'd  say  we  are  turn- 
coats, or  carpetbaggers,  or  un- 
American,"  says  Gordon  Marshall. 
"Not  true,"  he  adds,  rearranging  his  6- 
foot-4  frame  and  assuring  us  that  his 
competitors'  digs  don't  hurt  him. 

Why  the  digs?  Because  El  Monte, 
Calif. -based  Marshall  Industries  is 
now  the  largest  U.S.  distributor  of  Jap- 
anese-made semiconductor  products. 
Marshall's  sales  hit  a  record  $265  mil- 
lion last  year,  thanks  in  no  small  part 
to  its  reselling  of  chips  bought  from 
Hitachi,  Fujitsu  and  NEC.  These  Japa- 
nese products  complement  his  lines 
from  U.S.  semiconductor  houses  like 
Texas  Instruments,  Cypress  Semicon- 
ductor and  Linear  Technology.  Mar- 
shall, in  effect,  is  one  way  to  play 
Japan's  growing  trade  surplus  in  chips. 

If  Marshall  is  a  Frankenstein's  mon- 
ster, U.S.  chipmakers  themselves  can 
take  much  of  the  blame  for  its  cre- 
ation. After  nearly  bankrupting  the 
company  when  he  tried  to  take  on 
IBM  in  disk  drives  in  1969  ("I  was  a 
pretty  discouraged  guy,"  he  recalls), 
Marshall  refocused  on  the  electronics 
distribution  business,  which  he  had 
originally  entered  after  World  War  II. 
He  took  on  Japanese  chips  in  1976.  At 
that  time  he  was  selling  resistors,  ca- 
pacitors, wire,  plugs,  solder  and  the 
like — products  with  little  future. 
Marshall  began  handling  some  Texas 
Instruments  chips.  But  Motorola,  Na- 
tional Semiconductor  and  Intel 
wouldn't  sell  to  Marshall. 

Luckily  for  Marshall,  Japanese  chip- 
makers  were  just  entering  the  U.S. 
market,  and  meeting  a  lot  of  resis- 
tance. "They  were  totally  unknown," 
says  David  Zertuche,  Marshall  Indus- 
tries' chief  financial  officer.  "The  tra- 
onal  [distributor's]  mentality  at 


Gordon  Marshall 


"We  were  the  only  game  in  town." 

the  time  was  to  stick  with  the  Ameri- 
can manufacturers."  That  gave  Mar- 
shall the  suppliers  he  needed.  "We 
were  the  only  game  in  town  for  them 
[the  Japanese],  and  they  were  the  only 
game  in  town  for  us,"  says  Marshall. 
Its  only  U.S.  supplier,  TI,  "was  initial- 
ly skeptical  but  took  a  more  broad- 
minded  view"  than  the  other  big  U.S. 
chipmakers,  says  Zertuche. 

By  1984,  a  boom  year  for  semicon- 
ductors, Japanese  chips  accounted  for 
21%  of  Marshall's  sales  and  19%  of 
profits.  Even  in  depressed  1985,  Japa- 
nese chips  were  20%  of  Marshall's 
sales  and  about  19%  of  profits.  Most 
of  Marshall's  rivals  lost  money. 

Predictably,  other  U.S.  semicon- 
ductor distributors  are  now  wooing 
Japanese  suppliers.  But  not  only  are 
they  late,  they  also  must  play  footsie 
with  the  Japanese  while  giving  the 
appearance  of  fidelity  to  their  U.S. 
suppliers,  which  have  traditionally  re- 


fused to  share  shelf  space  with  th 
Japanese.  Industry  leader  $1.5  bilhoi 
(1985  sales)  Avnet  has  managed  t( 
finesse  the  problem  by  using  a  sepa 
rate  subsidiary  called  Time  Electron 
ics  to  distribute  Japanese  chips.  Bu 
George  Tarnawsky,  Marshall's  vio 
president  of  marketing,  doubts  othe 
distributors  will  try  the  gambit.  Say 
Tarnawsky:  "Most  of  them  probabl' 
don't  have  the  guts  to  try  it." 

Ironically,  Marshall  itself  now  face 
a  similar  problem.  In  1975  the  top  tei 
semiconductor  distributors  in  th 
U.S.  accounted  for  39%  of  the  indus 
try's  sales.  Today  that  percentage  i 
estimated  at  64%.  The  industry  i 
consolidating  because  manufacturers 
spending  more  on  R&D,  want  t 
spend  less  on  marketing,  and  custom 
ers  want  to  deal  with  fewer  distnbu 
tors.  That  means  chip  distributor 
must  stock  a  broad  line  of  items- 
rather  as  supermarkets  must  carr 
bread  and  milk  to  attract  customers  ti 
the  higher-margined  steaks  and  sof 
drinks. 

Marshall  stocks  some  140,001 
items.  But  its  margins  on  the  pre 
grammable  array  logic  (PAL)  chip 
and  erasable  programmable  read-onl 
memory  (EPROM)  chips  from  compa 
nies  like  Monolithic  Memories,  Cy 
prus  and  Linear  Technology  are  mucl 
better  than  the  margins  on  the  mostl 
Japanese-produced  memory  chips. 

But  what  if  the  Koreans  begii 
knocking  out  the  Japanese  in  the  lo\ 
end  of  memory  chips?  Will  Marshal 
then  begin  moving  Korean  chips?  H 
widens  his  eyes  in  mock  horror.  "Th 
Japanese  don't  want  us  to  handle  Kc 
rean  lines — at  all,"  he  finally  says 
seriously.  "Anyway,  we  don't  nee< 
them.  We've  got  enough  to  say  grac 
over." 

What  of  those  new  tariffs  on  Japa 
nese  chips  stemming  from  antidump 
ing  rulings?  Zertuche  contends  the 
won't  hurt  Marshall  directly.  "Ou 
margins  will  stay  pretty  much  th 
same,"  he  says.  "The  ultimate  con 
sumer  will  just  pay  more,  which  wil 
lead  to  more  offshore  production." 

There  have  been  rumors  recentl' 
that  Marshall,  now  66,  is  planning  hi 
estate  and  is  ready  to  put  his  compan 
up  for  sale.  He  and  his  ex-wife  contro 
about  17%  of  the  company's  3.2  mil 
lion  shares  outstanding.  With  Mai 
shall  Industries  stock  trading  aroum 
22  a  share,  their  stake  is  worth  aroum 
$13.4  million. 

Marshall  insists  he  wants  to  sell  hi 
stock  into  an  employee  stock  optioi 
plan.  But  whether  his  employee-own 
ers  could  maneuver  as  nimbi' 
through  U.S.  and  Asian  markets  a 
Marshall  has  is  not  at  all  clear.  ■ 
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Special  Advertising  Supplement 


itucky's  Unbridled 
iness  Growth 

loubt,  there  is  profit  potential 
betting  on  the  Kentucky 
But  more  important  than  the 
t  the  roses,  Kentucky  is 
/  proving  that  it  is  a  state 
d  by  a  new  era  of  economic 
pment.  A  state  that  is  on  the 
365  days,  year-in  and  year-out. 
sider: 

Br  45,000  new  jobs  have  been 
d  to  Kentucky  in  just  the  past 
iars. 

w  and  existing  businesses 
3d  more  than  $3.0  billion  in 
ants  and  facility  expansions 
;  1984  and  1985. 
lustrial  Development  maga- 
cently  ranked  Kentucky  as  the 


number  two  state  in  the  entire  coun- 
try in  attracting  new  industry. 

*According  to  a  study  by  the 
Advisory  Commission  on  Intergov- 
ernmental Relations,  Kentucky 
boasts  the  most-balanced  state  and 
local  tax  system  in  the  U.S. 

*The  state  leads  the  nation  in  the 
number  of  active  labor /management 
committees  by  area. 

*The  available  labor  supply  for 
industrial  jobs  in  Kentucky  is  pres- 
ently estimated  at  over  465,000  and 
is  almost  evenly  split  between  men 
and  women. 

*Over  42  pieces  of  education  legis- 
lation have  been  recently  enacted  in 
the  state,  designed  to  strengthen  its 
testing  system,  upgrade  teacher 
training,  emphasize  accountability 
and  cement  a  foundation  for  ongo- 
ing education  reform. 


In  short,  Kentucky  is  now  as  much 
a  breeding  ground  for  business 
opportunities,  as  it  is  for  fine  tho- 
roughbred horses. 


Rapid  Progress  On 
A  Diversified  Track 

Today,  Kentucky  is  Toyota  and 
thoroughbreds,  Corvettes  and 
craftsmanship,  Fords  and  fillies.  It's 
distilling  and  data  processing;  it's 
tobacco  and  teleconferencing;  it's 
coal  and  computer  services.  Diverse, 
the  state  of  Kentucky  is  all  these  and 
more. 

There  are  a  number  of  factors  that 
make  Kentucky  business  hum.  And 
several  leaders  of  the  private  sector 
provide  the  insight. 


AUVUKTlCillMblNT  Z 

From  A  Coal 
Town  To  A 
Diamond 
J  Empire 

They  were  raised  in  a  coal  mining 
camp  in  eastern  Kentucky;  trained 
in  law  and  real  estate  and  together 
bought  a  single  family  house  and  a 
tract  of  land  in  central  Kentucky 
twelve  years  ago.  Today,  the  Webb 
brothers  --  Dudley  and  Donald  of 
Lexington,  Ky.  -  oversee  the  fourth 
largest  diversified  development  bus- 
iness in  the  country.  Last  year,  The 
Webb  Companies  were  responsible 
for  $747  million  worth  of  construc- 
tion projects. 

But  as  far  as  their  developments 
have  taken  them  -  having  worked  in 
40  different  cities  -  the  Webb  broth- 
ers have  kept  Lexington  as  their 
home  base.  Why?  According  to 
Donald,  it's  the  quality  of  life  and 
the  work  ethic  of  the  local  people. 

"You  get  a  full  day's  work  for  fair 
pay  here,"  he  says.  "As  I've  watched 
central  Kentucky  develop,"  he  con- 
tinues, "I've  seen  a  number  of  people 
relocate  here  non-voluntarily  at  first, 
but  then  refuse  to  leave.  Some  have 
even  turned  down  promotions  in 
other  areas  in  order  to  stay  in  Ken- 
tucky. It's  a  good  place  to  raise  a 
family." 

A  $15  Million 
"Small"  Business 

Meet  Ben  Bernstein,  president 
and  chairman  of  Bensons  Inc.,  a 
"hospitality"  holding  company 
located  in  Covington,  Ky.,  that 
counts  six  restaurants,  an  excursion 
boat  operation,  a  catering  company, 
a  development  arm  and  several 
other  businesses.  Last  year,  he  was 
voted  the  state's  small  businessman 
of  the  year. 

His  holdings  today  mean  a 
volume  of  nearly  $15  million  annu- 
ally, with  the  corporate  net  income 
averaging  8-10%  of  that  amount 
each  year.  The  company  employs 
approximately  900  people.  And 
Bernstein  is  considering  more 
expansion  moves. 

"The  business  climate  in  Ken- 
tucky is  most  exemplary,"  he  says. 
"For  instance,  the  Covington  river- 
front area  has  been  sparked  by  a 
free  enterprise  zone."  Just  one  of 
many  state  programs,  Kentucky 
counts  seven  enterprise  zones  which 
offer  tax  advantages  for  periods  of 
up  to  20  years,  including  sales  tax 
exemptions  for  purchases  of  build- 
ing materials  and  new/used  equip- 
ment and  possible  city  or  county  tax 
r.  les  of  just  one-tenth  cent  per  $100 
valuation. 


city's  business  community  and 
across  the  state,  rapidly  becoming 
the  premier  symbol  of  excellence  in 
health  care. 


Top  Ten  Employers 
in  Kentucky 

General  Electric  

Union  Underwear  

IBM  

Ford  Motor  Company  

Philip  Morris  

Armco,  Inc  

Toyota  Motor  Company  

Naval  Ordinance  Station  

Colt  Industries  

Palm  Beach  Company  


17,000 
6,816 
6,200 
5,783 
4,595 
4,571 

3,000' 
2,724 
2,554 
2,285 


Toyota  will  rank  in  seventh  place  when 
new  plant  opens. 


One  of  Kentucky's  seven  free  enterprise  zones  has  sparked  the  $80  million  redevelop 
ment  of  Covington's  riverfront. 

Goodbye 
"Strike  Town"... 
Hello  Cooperation 

Louisville  business  leaders  are 
among  the  first  to  admit  they  once 
had  a  poor  labor/management 
atmosphere  in  the  city.  But  in  the 
same  breath,  they  point  out  that  this 
earlier  problem  is  evaporating 
rapidly,  now  being  displaced  by  a 
new  spirit  of  cooperation.  "We  don't 
run  away  from  problems,"  says  one 
local  business  leader,  "we  confront 
them." 

A  prime  example,  innovation  and 
productivity  are  now  mainstays  at 
Louisville's  Ford  Motor  Company 
assembly  plant,  which  produces  the 
Ranger  pickup  truck.  Over  500  ideas 
coming  from  shop  floor  workers 
were  used  in  the  design  or  produc- 
tion regimen  for  the  Ranger  when 
the  plant  was  tuned-up  several  years 
ago.  In  fact,  the  plant  is  now  churn- 
ing out  75  vehicles  per  hour,  making 
it  one  of  the  most  productive  auto- 
motive plants  in  the  world. 

Capital  Holding  Corporation  is  a 
Louisville-based  financial  service 
company  that  is  growing  at  a  rate  of 
10-15%  annually.  Based  on  assets  of 
$6.5  billion,  says  chairman  and 
CEO  Tom  Simons,  it  is  the  state's 
largest  company.  Annual  revenue  is 
about  $2.2  billion.  And  the  firm's 
current  status  stems  mainly  from  its 
employees.  Capital  Holding  Cor- 
poration counts  1,500  workers  in 
Louisville  and  has  added  500  to  the 
local  payroll  in  the  past  several 
years.  "There  is  a  low  'coping  quo- 
tient' here,"  says  Simons.  "People 
put  in  effective  time.  They  make 
things  happen.  They  get  results." 

Joining  Louisville's  existing 
industries  are  more  recent  firms,  just 
one  example  being  Humana  Inc., 
the  international  hospital  company. 
More  than  the  artificial  heart  trans- 
plants for  which  it  has  won  wide- 
spread acclaim,  Humana  has 
emerged  as  a  prime  factor  in  the 


Raising  Some 
Foreign  Flags 

Sometime  in  1988,  the  first 
Kentucky-made  Toyota  cars  will  rc 
off  the  new  $800  million  assembly 
plant  now  being  constructed  in 
Georgetown,  Ky.,  about  16  miles 
outside  of  Lexington.  Meaning  a 
workforce  numbering  3000,  the  To; 
ota  move  to  Kentucky  is  clearly  thi 
state's  biggest  and  most  dramatic 
coup.  But  in  just  two  years  time, 
Kentucky  has  also  lured  the  follow 
ing  offshore  companies  to  the  state 

•Clarion  Company,  Ltd.,  Walton, 
Ky.  A  Japanese  automotive  radio/ 
stereo  equipment  producer,  that  is 
investing  $3.0  million  in  a  facility 
which  will  employ  120  workers. 

•Hitachi  Automotive  Products 
(USA)  Inc.,  Harrodsburg,  which  is 
building  two  operations  at  an 
investment  of  $7.0  million  that  wil 
provide  eventually  450  jobs  in  the 
manufacture  of  electronic-related 
automotive  components,  alternate] 
and  starters. 

•Isuzu  Trucks  of  America,  Russel 
ville,  is  building  a  $3.0  million  bus 
chassis  assembly  plant  that  will 
employ  50  people. 

•C.  Itoh  and  Company,  Winches- 
ter, another  Japanese  firm  con- 
structing a  $3.5  million  steel  servic 
center  that  translates  into  15  jobs. 


OYOTA 


You'll  love  the  all-wea- 
ther traction  of  front- 


wheel  drive,  too.  And 
Camry's  thrifty  mileage: 
EPA  estimated  28  city/ 
34  highway.**  Isn't  it  time 
you  met  Camry,  the  new 
friend  of  the  family? 


MRY  AMERICAS  MOST 
OUBLE-FREE  CAR*  IS  ONE 
,RYOU  CAN  LOVE. 


BLE 

/ota  Camry  is  the  most  trouble-free 
r  sold  in  America,*  the  car  with  the 
problems  during  the  first  3  months  of 
;hip.  It's  so  reliable,  roomy  and  com- 
5,  Camry  can  make  you  feel  special 
i  car  again.  Camry  owners  say  "Love 
nry  "  Wouldn't  you  love  to  have  a  car 
ild  feel  that  good  about? 


HOW  MUCH  ROOM? 

The  family  Camry  makes  generous  room  for 
five  adults.  There's  more  front  head  room  than 
any  other  compact.  Soft  velour  upholstery,  full 
carpeting,  and  reclining  front  bucket  seats 
comfort  you.  Child  protector  rear  door  locks 
are  for  your  peace  of  mind. 


COULD  ASK  TOYOTA 
FOR  ANYTHING 
MORE! 


problems  encountered  in  first  90  days  of  ownership— 1985  I  D.  Power  &  Associates  New  Car  Initial  Quality  Survey, 
th  5-speed  manual  overdrive  transmission.  ©1986  Toyota  Motor  Sales,  U.S.A.,  Inc. 
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fill  •  Jideco,  Bardstow 
m  a  Japanese  compar 

making  a  $4.0  milli 
investment  in  a  fac 
ity  that  will  make 
windshield  wiper 
motors  and  automatic  speed  conti 
devices  while  employing  100  peop 
•The  Krauss  Maffei  Corp.,  Covii 
ton,  a  West  German  firm  investin 
$7.0  million  in  an  operation  that 
makes  processing  equipment  for 
plastics  and  chemicals,  which  wi] 
employ  131  workers. 

•Topy  Industries  Ltd.,  Frankforl 
yet  another  Japanese  firm  that's 
investing  $26  million  for  a  plant 
that  will  make  wheels  for  cars  an 
light  trucks,  meaning  80  jobs. 

Such  firms  join  a  list  of  more  tl 
65  existing  companies  that  have  . 
least  10%  foreign  ownership  and 
have  already  made  direct  industr 
investments  in  Kentucky. 


Kentucky:  One  Big 
Classroom 

According  to  Alan  Fowler,  man 
ager  of  industrial  development,  Se 
board  System  Railroads,  Louisvill 
Ky.  (a  unit  of  CSX),  one  of  the  bes 
things  about  Kentucky  is  the  coop 
eration  between  the  public  and  pri 
vate  sectors  when  it  comes  to  attrj 
ing  new  industry  and  retaining 
existing  businesses. 

And  Fowler  should  know.  He 
serves  as  chairman  of  the  Bluegrs 
State  Skills  Corp.  (BSSC),  created 
1984  by  the  Kentucky  General 
Assembly  as  a  direct  response  to  t 
needs  of  business. 

"We're  not  just  training  people  i 
specific  functions  such  as  welding 
explains  Fowler,  "the  whole  inten 
to  elevate  skills  throughout  the  lal 
pool." 

But  someday  in  the  not-too-disk 
future,  there  may  no  longer  be  a 
need  for  a  skills-upgrading  entity 
such  as  the  BSSC  in  Kentucky. 
Throughout  the  state,  there  is  an  ; 
out  push  for  education  reform,  a  p 
gram  feverishly  backed  by  Goven 
Martha  Layne  Collins. 

Last  summer,  after  a  statewide 
campaign  on  behalf  of  quality 
schools,  the  Governor  called  the 
state  legislature  into  special  sessic 
in  order  to  focus  primarily  on  top- 
notch  education. 

The  General  Assembly  respondi 
passing  a  breakthrough  package 
complementing  the  earlier,  1984  e< 
cation  reforms.  Such  moves  are 
intended  to  create  a  tradition  of 
excellence  in  elementary  and  secoi 
dary  education. 

Since  that  time,  the  Governor  hi 
charged  the  Kentucky  Council  on 


We're  old.  We're  young.  We're  millions  of  customers, 
ut  most  of  all,  we're  Kentucky. 


lital  Holding  is  as  old  as  our  Commonwealth  Insurance 
iate,  founded  in  Kentucky  over  80  years  ago.  We  're  as 
ng  as  5  year-old  Capital  Enterprise  and  Capital  Initia- 
s,  founded  only  weeks  ago  to  develop  new  ideas  in 
ducts  and  distribution. 

We're  millions  of  customers -for  annuities  and  other 
istment  products,  for  auto,  home,  health  insurance  and 
Dore  than  $40  billion  of  life  insurance. 


Kentucky's  exceptional  business  environment  has 
helped  us  grow  to  its  largest  corporation,  with  more  than 
$6.5  billion  in  assets,  and  the  nation's  sixth  largest  share- 
holder-owned life  insurance  organization. 

We  are  keenly  aware  of  all  we  owe  to  Kentucky,  and  are 
proud  to  contribute  to  the  cultural,  social  and  economic  life 
of  the  state  we  cail  home. 

For  a  complimentary  copy  of  our  latest  annual  report, 
contact  Margo  Barnes,  Vice  President  Corporate  Communi- 
cations, Capital  Holding  Corporation,  680  Fourth  Avenue, 
Louisville,  KY  40202. 


CapitaHolding 
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Higher  Education  to 
develop  a  5-year  stra- 
tegic plan  for  higher 
education  that  will 
guide  future  progress 
in  learning. 

Already,  innovative  efforts  in 
robotics  and  factory  automation 
have  been  established  at  both  the 
University  of  Louisville  and  the 
University  of  Kentucky,  as  have 
energy  and  medical  research  pro- 
grams throughout  the  state's  univer- 
sity system.  All  are  outgrowths  of 
the  state's  far-ranging  education, 
skills  and  technology  drive. 

Beaming  Technical 
Prowess 

"The  Governor's  emphasis  on 
higher  education  is  very  gratifying 
to  me,"  says  Lee  Todd,  president  of 
DataBeam  Corp.,  Lexington,  Ky., 
"because  if  you're  going  to  develop 
any  kind  of  technology  enterprises, 
you  must  have  solid  education." 

Like  Governor  Martha  Layne  Col- 
lins, Todd  is  also  a  former  teacher. 
He  taught  for  nine  years  at  UK's 
College  of  Engineering.  Four  years 
ago  he  started  a  company  called  Pro- 
jectron  that  builds  projection  picture 
tubes  primarily  for  the  flight  simula- 
tion industry  which  now  has  16 


During  Governor  Martha  Layne  Collins' 
administration,  Kentucky  has  attracted 
over  $3  billion  worth  of  new  business 
investment,  which  she  says  "is  clearly 
because  of  our  excellent  business 
climate." 


employees.  Two  years  ago  he  started 
DataBeam,  a  firm  specializing  in 
teleconferencing  products. 

DataBeam,  in  fact,  has  raised  just 
over  $2.0  million  in  research-limited 
partnership  funding,  98%  of  which 
came  from  private  sources  through- 
out Kentucky. 

And  Todd  interprets  such  support 
as  one  of  the  state's  vital  signs.  "It's 
a  signal  that  Kentuckians  are  in 


Secretary  of  Commerce  Carroll  Knice! 
sees  Governor  Collins'  administration 
the  beginning  of  a  new  era  for  Kentuc 
"With  the  tremendous  business  growt 
in  the  Commonwealth,  combined  wit! 
education  reform,"  said  Knicely,  "the 
Governor  is  setting  a  pace  that  will  le 
a  legacy  for  the  future." 


touch  with  technology,"  he  says. 
Todd  himself,  is  more  than  in  touc 
He  serves  on  the  Kentucky  Tomor 
row  Commission  as  chairman  of  i 
science  and  technology  committee 
This  is  a  commission  created  to  h 
assess  the  state's  technical  progrt 
and  formulate  programs  for  the 
future. 


We're  proud  of  our 

Kentucky  Home 


Gov.  Martha  Layne  Collins 


Texas  Gas  Transmission  Corporation  congratulates  Governor 
Martha  Layne  Collins  for  her  efforts  to  improve  the  educational 
system  in  Kentucky  and  to  promote  industrial  development. 

We  are  proud  to  be  a  Kentucky-based  corporation,  and  we  pledge 
our  support  to  Governor  Collins  and  her  administration  as  they 
work  to  improve  the  quality  of  life  for  all  Kentuckians  and  make 
our  state  more  attractive  to  new  industry. 


President  and  Chief  Executive  Officer 


Texas  Gas  Transmission  Corporation  —  3800  Frederica  St.  —  Owensboro,  KY  42301 


A  unit  of  CSX  Corporation 


Welcome  to  Kentucky. 

Ashland  Oil's  newest  neighbor  in  the  commonwealth  of  Kentucky  is  one  of  Japan's 
largest  industrial  firms— Toyota.  Welcome  to  the  Bluegrass  State! 

From  Ashland's  founding  here  more  than  60  years  ago,  we've  grown  and  prospered. 
ITiough  our  operations  are  now  worldwide,  Kentucky  remains  our  home.  Our  corporate 
headquarters;  the  headquarters  of  Ashland  Petroleum,  our  largest  division;  and  that  of 
Valvoline,  world-famous  for  lubricants  and  motor  oils,  are  all  in  Kentucky.  We  also  are 
active  in  the  coal,  chemical,  and  oil  and  gas  exploration  industries  in  Kentucky. 

It  doesn't  really  matter  what  language  you  speak.  In  Kentucky,  Ashland's  found  that 
business  always  gets  a  welcome. 


Ashland® 

Ashland  Oil,  Inc. 
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Training  in 
Coal  Country 

One  of  Kentucky's  brightest  suc- 
cess stories  is  Appalachian  Compu- 
ter Services  (ACS),  London,  Ky. 
Counting  1,200  employees,  ACS 
grossed  $25  million  last  year  and  its 
growth  rate  over  just  five  years'  time 
is  about  35%.  At  the  heart  of  ACS' 
performance  is  an  ongoing  dedica- 
tion to  training  programs  and  edu- 
cational incentives. 

ACS'  employees,  mostly  women, 
are  trained  in  the  fields  of  data  pro- 
cessing and  data  conversion.  The 
company  uses  its  own  programs,  but 
has  also  utilized  funds  from  various 
state  training  efforts  -  namely  the 
BSSC  --  to  subsidize  its  own  in-house 
training. 

"We  also  do  tuition  reimbursement 
to  encourange  our  people  to  go  back 
into  higher  education,"  says  Susan 
Crawford,  personnel  manager.  "This 
way  they  become  more  valuable  to 
us  and  to  themselves." 

ACS  is  also  a  tangible  example  of 
the  rewards  that  can  flow  from  qual- 
ity education. 


lime,  fluorspar,  zinc  and  crushed 
stone. 

The  state  also  has  11.9  million 
acres  of  commercial  forest  land, 
accounting  for  47%  of  Kentucky's 
total  land  area. 

What's  more,  a  vast  network  of 
rivers  and  waterways  provides  a 
gateway  to  over  1,100  navigable 
miles  of  the  country's  inland  water- 
way system.  The  new  Tennessee- 
Tombigbee  Waterway,  in  fact,  runs 
from  Paducah  in  southwest  Ken- 
tucky to  Mobile,  Alabama  -- 
providing  direct  access  to  the  Gulf  of 
Mexico. 


A  Base  For  Learning 

*Over  650,000  pupils  are  enrolled 
in  Kentucky's  elementary  and 
secondary  schools.  The  state  spends 
an  average  of  $2,500  per  student. 

There  are  21  independent  institu- 
tions for  higher  education.  Berea 
College,  Centre  College  and  Tran- 
sylvania University  are  among  the 
most  prominent. 

*The  state  counts  24  senior  col- 
leges and  universities,  5  junior  col- 
leges and  13  community  colleges. 
The  largest  schools  by  enrollment 
are:  University  of  Kentucky,  Uni- 
versity of  Louisville,  Eastern  Ken- 
tucky University  and  Western  Ken- 
tucky University. 

*Kentucky  has  14  state  vocational/ 
technical  schools  and  72  area 
vocational-education  centers. 

Rich  in  Resources 
and  Transportation 

Coal  is  the  number  one  mineral 
found  in  Kentucky.  And  with 
reserves  totaling  34  billion  tons,  it's 
easy  to  see  why  the  state  still  ranks 
as  the  country's  premier  coal- 
producing  region.  Other  natural 
resources  include:  crude  oil  (reserves 
'  36  million  barrels),  natural  gas 
551  million  MCF),  natural  gas  li- 
quids 1 25  million  barrels),  as  well  as 


The  beautiful  lakes  and  recreation  areas 
of  western  Kentucky  contribute  signifi- 
cantly to  the  state's  first-rate  quality  of 
life. 

A  70,000  mile  highway  system  is 
supported  by  Interstate  75  and 
Interstate  65,  which  run  north  and 
south,  and  their  east/west  counter- 
part, Interstate  64.  With  the  state 
located  at  the  hub  of  a  31-state  dis- 
tribution region,  such  roads  yield 
easy  access  to  major  domestic 
markets. 

Additionally,  Kentucky  is  served 
by  15  rail  carriers  with  almost  4,000 
miles  of  track,  as  well  as  seven 
commercial  airports  with  regularly 
scheduled  flights. 

The  Never-Ending 
Quality  of  Kentucky 

In  so  many  respects,  the  state's 
arts  and  entertainment  are  as 
diverse  as  its  burgeoning  economy. 
As  different  as  two  native  Kentuck- 
ians:  Robert  Penn  Warren,  recently 
designated  this  nation's  first  poet 
laureate,  and  Muhammed  Ali,  per- 
haps the  greatest  heavyweight  box- 
ing champ. 

During  the  same  week  recently, 
both  Luciano  Pavarotti  and  rock 
idol,  John  Cougar  Mellencamp  per- 
formed before  packed  houses  at 
Louisville's  newly  renovated  Free- 
dom Hall. 


The  Actors  Theatre  of  Louisvill 
known  internationally  -produces 
classic,  modern  and  original  playi 
The  Kentucky  Center  for  the  Arts 
features  the  Kentucky  Opera  Ass( 
ciation,  The  Louisville  Ballet,  whi 
has  spotlighted  Mikhail  Barysh- 
nikov  as  a  guest  artist,  the  Louis- 
ville Orchestra  and  Broadway  tou 
ing  companies. 

Virtually  anywhere  in  the  state 
however,  and  at  almost  any  giver 
time,  you  will  find  some  type  of 
festival. 

Bluegrass  music  jamborees,  in 
particular,  flourish  throughout  Ke 
tucky.  Crafts  festivals  are  numer- 
ous, providing  a  dazzling  showca; 
for  the  state's  own  talented  artisa 

Kentucky's  crafts  industry,  in 
fact,  is  an  important  one,  but  is  n< 
confined  to  the  state  alone.  Most 
recently,  Governor  Martha  Layne 
Collins  has  promoted  this  in-bred 
talent  as  a  bona-fide  business  in  a 
host  of  other  cities. 

Tourism  is  strong  throughout  tl 
year.  Recognized  as  one  of  the  cou 
try's  pioneers  in  developing  a  stat 
wide  park  system,  Kentucky  is  a 
sportsmen's  paradise,  rich  in  hist< 
and  steeped  in  scenic  beauty. 

Although  the  Kentucky  Derby 
remains  the  state's  single  biggest 
tourist  attraction,  it's  clear  Ken- 
tucky has  so  much  more  to  offer. 

There  are  always  the  betting  wi 
dows.  But  more  and  more  busines 
leaders  are  realizing  that  Kentuck 
is  one  big  window  of  opportunity. 
.  

How  To  Make  An 
Authentic  Mint 
Julep 

Chances  are,  if  you're  plannin 
on  sipping  a  mint  julep  -the  trac 
tional  Derby  Day  drink,  but  a 
tasty  refresher  all  summer  long 
you'll  be  making  it  with  Kentucl 
bourbon.  Kentucky  distillers  pro 
duce  more  than  60%  of  the  coun- 
try's bourbon.  Here's  a  sure-fire, 
mint  julep  recipe: 

Make  a  syrup  of  confectioners 
sugar  and  a  small  amount  of 
"water.  Pour  about  one-half  inch  i 
the  syrup  into  the  bottom  of  a 
julep  cup. 

Bruise  a  fresh  sprig  of  mint 
with  the  tip  of  a  spoon  in  the  bot 
torn  of  the  julep  cup,  then  removi 
the  mint. 

Fill  the  julep  cup  with  crushed 
ice  and  pour  bourbon  to  the  drinl 
ing  level.  Garnish  with  a  sprig  o: 
fresh  mint  and  enjoy. 


This  special  section  was  written  by  Joe  Inni 
Development  Counselors  International,  Ltd 
New  York,  New  York.  Graphic  design  was 
provided  by  Fessel,  Siegfriedt  &  Moeller 
Advertising,  Louisville,  Kentucky. 


People  And  Technology, 
eady  To  GiveYou  A  Hand. 


lology  doesn't  solve 
iems,  people  do. 
one  knows  that 
r  than  South  Central 
rhat's  why  we  created 
que  network  of  tech- 
ly  and  people, 
the  one  hand,  we 
a  network.  A  powerful, 
asingly  sophisticated 
□rk  of  technology, 
to  transmit  tele- 
Le  calls,  television 
res,  computer  data, 
ment  facsimiles— 


any  type  of  information— 
from  one  place  to  another. 
Simply,  accurately, 
immediately. 

On  the  other  hand,  we 
are  a  network.  A  network 
of  33,000  professionally 
trained,  dedicated  individ- 
uals with  the  expertise  to 
make  that  technology 
work  for  you  and  your 
business. 

Together,  we're  South 
Central  Bell.  A  network  of 
people.  A  network  of  tech- 


nology. Working  together 
to  bring  the  future  of 
communications  to  you. 
Ready  to  give  you  a  hand. 

For  the  right  answers 
to  your  complex  informa- 
tion needs,  there's  one 
name  you  need  to  remem- 
ber. South  Central  Bell. 
Call  on  uss.m 


South  Central  Bell 

A  BELLSOUTH  Company 


i  Central  Bell 


QUALITY 
ON  A  ROLL 


When  a  Ford  Ranger  truck  rolls  off  the  line  at  tl 
plant  in  Louisville,  Kentucky,  it  goes  through  a 
rigorous  inspection. 

Much  the  same  as  Louisville  did  when  Ford  wer 
looking  for  a  site  to  manufacture  its  small  truck. 

An  existing  plant  in  Louisville  made  Ford  realizi 
it  could  look  to  Louisville  to  provide  a  central  locatit 
and  reliable  ground  transportation.  But  it  needed 
something  much  more  intangible.  Ford  needed  a 
workforce  ready  to  respond  to  a  call  for  unparallelec 
quality. 

The  Louisville  plant  had  already  demonstrated ; 
willingness  to  identify  and  solve  many  of  its  problen 
by  fostering  the  positive  attitude  of  its  workers 
through  participation  in  Ford's  very  successful 
"Employee  Involvement"  process. 

Through  this  process,  problem-solving  work 
groups,  made  up  of  line  workers,  supervisors  and 
designers  ironed  out  over  500  areas  of  concern  abot 
the  Ranger's  assembly.  They  made  quality  the  priori 
And  as  a  result,  the  Ranger  boasts  the  highest  qualil 
inspection  scores  throughout  the  company  and  the 
plant  itself  received  the  United  States  Senate 
Productivity  Award. 

For  Ford,  Louisville,  Kentucky  passed  its 
inspection  with  flying  colors  just  as  the  Ranger  does 
each  time  it  rolls  off  the  line. 

Kentucky  can  help  put  your  company  on  a 
roll,  too. 


Kentucky 

The  Business  Environment  is  Right 


For  more  information,  call  or  write: 

Carroll  Knicely.  Secretary  of  Commerce 
Commonwealth  of  Kentucky 
Frankfort,  KY  40601 
(800)626-2930 

{  James  O.  Roberson 

Louisville  Chamber  of  Commerce 
One  Riverfront  Plaza 
^T^— Louisville,  Kentucky  40202 
ttw        (502)  566-5000 


rold  Simmons  may  not  be  the  ruthless 
ate  Sea-Land  Corp.  says  he  is.  But  nei- 
r  is  he  the  shrewd,  high-profit  empire 
ilder  he  would  like  to  be. 

A  sheep  in 
wolf's  clothing? 


Id  C.  Simmons,  president  of  Contran  Corp. 

ling  for  listless  additions  to  a  sluggish  empire. 


By  Alan  H.  Field 

T|hey  call  him  the  Texas  Gun- 
slinger.  His  Wall  Street  critics 
say  Harold  C.  Simmons  has 
built  Contran  Corp.,  his  Dallas-based 
holding  company,  with  greenmail 
raids  and  by  running  roughshod  over 
the  boards  and  shareholders  of  his 
takeover  targets.  Contran  now  in- 
cludes two  dozen  companies  in  over  a 
dozen  businesses,  including  fast  food, 
steel,  land  development,  sugar  and 
timber.  It  adds  up  to  $500  million  in 
assets,  $859  million  in  consolidated 
sales  of  subsidiaries  and  controlled  af- 
filiates, but  only  $15  million  in  profits 
last  year.  "His  reputation  is  that  he 
buys  his  companies  on  the  cheap, 
then  strips  their  assets  to  make  other 
investments,"  says  a  lawyer  who  has 
battled  against  Simmons.  But  a  chasm 
gapes  between  his  reputation  and  his 
record. 

Simmons'  biggest  shootout  to  date, 
the  battle  for  containership  giant 
($1.6  billion  in  sales  in  1985)  Sea-Land 
Corp.,  in  which  he  already  has  a 
39.5%  interest,  is  only  the  latest  illus- 
tration. His  January  offer  to  pay  $25  a 
share  for  a  company  that  traded  as  low 
as  $  1 8  last  year  and  lost  $  1 6  million  in 
the  last  quarter  of  1985  was  spurned 
as  inadequate  by  Sea-Land's  manage- 
ment. A  more  recent  proposal  to  pay 
$26  a  share  could  well  lead  to  a  settle- 
ment that  will  allow  Simmons  to  take 
full  control. 

The  slim,  stoop-shouldered  54- 
year-old  son  of  east  Texas  school- 
teachers insists  that  paying  42  times 
1985  earnings  for  Sea-Land  is  a  smart 
move.  He  says  that  Sea-Land's  conser- 
vative accounting  is  hiding  its  true 
profits.  Specifically,  he  says,  look  at 
the  1985  balance  sheet,  which  treats 
$325  million  in  deferred  income  taxes 
as  a  liability.  "Sea-Land  is  showing 
it's  paying  taxes,  but  it's  also  crediting 
those  taxes  to  deferred  income  taxes 
on  the  balance  sheet,"  he  says.  Wall 
Street  has  surely  noticed,  but  it  re- 
mains unenthusiastic.  Sea-Land  Chief 
Executive  Officer  Joseph  Abely  Jr.,  de- 
spite considerable  scrambling,  has 
been  unable  to  find  a  white  knight  to 
improve  on  Simmons'  bids. 

A  hastily  constructed  "poison  pill" 
is  keeping  Simmons  from  buying  any 
more  shares.  But  his  fight  is  won  any- 
way, since  he  already  has  the  votes  to 
elect  two-thirds  of  the  board  of  direc- 
tors, one-third  at  the  upcoming  May 
19  shareholders  meeting  and  the  oth- 
er third  next  spring. 

In  which  case  Sea-Land  will  be- 
come another  of  the  hard-fought-for 
but  largely  listless  companies  that 
compose  Simmons'  sluggish  empire. 
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Ogden,  Utah-based  Amalgamated 
Sugar,  for  example,  is  Simmons' 
strongest  division,  earning  about  $15 
million  each  year,  or  nearly  halt  the 
$35  million  Simmons  paid  for  it.  A 
fine  return  on  investment,  but  Amal- 
gamated is  still  the  only  healthy  per- 
former in  Simmons'  corral.  Consoli- 
dated net  income  for  Contran  last 
year,  in  fact,  came  mainly  from  Amal- 
gamated, a  mere  $15  million  net  on 
$859  million  in  sales,  although  up 
from  $11.7  million  on  $700  million  in 
sales  the  year  before.  And  over  the  last 
five  years  Contran's  record  has  been 
equally  unimpressive. 

And  little  wonder.  One  big  acquisi- 
tion, $200  million  (sales)  Keystone 
Consolidated,  for  example,  a  steel  and 
plastics  products  producer  that  Sim- 
mons controls  with  44.7%  owner- 
ship, hasn't  made  money  since  he 
bought  it,  for  $18  million,  in  1981.  Its 
book  value  per  share  has  declined 
from  $39  in  1981  to  only  $12  last  year. 
Another  hard-fought  acquisition,  LLC 
Corp.  (he  owns  41.9%),  the  Atlanta, 
Ga. -based  Arby's  operator  and  wire 
producer,  did  finally  turn  a  profit,  $23 
million  for  the  year  on  sales  of  $106 
million.  But  this  came  only  after  four 
years  of  deficits,  under  Simmons,  dur- 
ing which  book  value  per  share 
dropped  from  60  cents  (1982)  to  minus 
$1 1.76  last  year.  To  shore  up  LLC  and 
preserve  its  tax  credits,  Amalgamated 
will,  this  year,  be  merged  into  the 
smaller,  weaker  company. 

Simmons'  balance  sheet,  then,  is 
hardly  star  quality.  If  his  merger  and 
acquisition  methods  are  at  odds  with 
his  pirate  image,  they  may,  neverthe- 
less, offer  some  indications  of  Sea- 
Land's  future  under  his  direction.  Un- 
like most  of  those  on  the  prowl  these 
days,  Simmons  rarely  leverages  him- 
self heavily  to  make  his  acquisitions. 
He  prefers  to  use  cash  from  Contran 
and  its  subsidiaries.  That  means  he 
will  probably  not  need  to  strip  Sea- 
Land  of  its  assets  to  pay  for  the  deal.  "I 
borrowed  nothing  versus  my  shares  in 
GAF  [he  currently  owns  11.9%],  Sea- 
Land  or  Amalgamated  Sugar,"  he 
says.  "I  had  the  cash.  I  don't  buy  with 
financing  that  requires  selling  off  the 
parts.  Anything  highly  leveraged  will 
have  problems  at  some  point." 

Contrary  to  his  reputation,  too, 
Simmons  does  not  routinely  savage 
the  management  that  comes  with  his 
acquisitions.  It  is  well  known  he 
plans  to  fire  Sea-Land's  Abely,  whom 
Simmons  has  publicly  criticized  as 
"lacking  in  personality  and  self-confi- 
dence to  be  an  effective  leader."  But 
that  seems  to  be  an  exception.  Sim- 
mons, and  board  members  in  compa- 
nies he  controls,  can  remember  his 


firing  only  one  other  chief  execu- 
tive— Stephen  Friedrich  of  LLC,  who 
ran  up  several  consecutive  annual 
losses  before  Simmons  bought  control 
of  the  company  in  1981.  "I  select 
companies  that  are  adequately  or  well 
managed.  I  don't  consider  myself  a 
supermanager  like  Boone  [Pickens) 
does,"  Simmons  says. 

His  reputation  as  a  savvy  bargain 
hunter  who  pays  little  premium,  if 
any,  on  market  price,  is  also  hard  to 
justify.  In  1982,  for  instance,  Sim- 
mons paid  $65  a  share  for  Amalgam- 
ated Sugar,  which  had  recently  trad- 
ed for  only  $45;  a  year  later  he 
shelled  out  $44  a  share  for  Medford 
Corp.,  the  Medford,  Ore. -based  tim- 
ber company,  which  had  been  trad- 
ing at  around  $25. 

Harold  Simmons,  it  turns  out, 
seems  to  have  done  a  lot  better  play- 
ing the  stock  market  than  playing  the 


By  Barry  Stavro 

Bernard  Fauber,  K  mart  Corp. 
chairman,  listens  politely  and 
smiles  when  customers  com- 
plain they  can't  find  popcorn  or  snow 
cones  anymore  in  many  of  his  stores. 
Fauber  is  in  the  middle  of  a  five-year 
program  to  replace  K  mart's  tacky 
polyester-and-popcorn  image  with 
something  a  bit  classier.  The  com- 
plaints tell  him  it's  working. 

K  mart,  the  nation's  second-largest 
retailer,  is  spending  $2.2  billion, 
much  of  it  to  overhaul  its  2,180  dis- 
count stores,  to  massage  their  mer- 
chandise mix  and  to  improve  profits. 
Fauber  has  also  gambled  $900  million 
in  the  past  two  years,  buying  a  drug- 
store, bookstore  and  do-it-yourself 
home  improvement  chain,  with  little 
to  show  for  it  thus  far. 
Standard  &  Poor's  has  K  mart  under 


merger  and  acquisition  game.  Consi 
er  the  $90  million  in  unrealized  gai 
he  has  recently  racked  up  from  1 
investment  in  GAF,  the  Wayne,  N 
chemical  company,  which  tripled  la 
year.  Simmons  owns  11.9%  of  GAI 
common.  But,  although  he's  on  t] 
board,  he  has  little  say  in  the  manag 
ment.  Similarly,  there's  Simmor 
profit  of  $19  million  on  his  $11  m 
lion  investment  (through  LLC) 
Oklahoma  City-based  Mustang  Fue 
Maybe  Simmons  is  just  too  bu 
scouting  new  investments  to  ke 
careful  track  of  all  the  companies  1 
controls.  Perhaps  he  would  be  bett 
off  if  he  lived  up  to  his  reputation  ai 
began  raising  a  little  hell  in  the  coi 
panies  he  has  acquired.  Certainly  H; 
old  Simmons  has  a  way  to  go  befo 
the  profits  from  his  conglomerate  ; 
tract  as  much  attention  as  the  m; 
himself.  ■ 


a  credit  watch.  K  mart's  long-ter 
debt  has  swelled  to  $1.5  billion,  l 
from  $600  million  in  1982.  And  aft 
record  earnings  of  $499  million, 
$3.84  per  share,  on  $21  billion  sal 
two  years  ago,  K  mart  earned  on 
$221  million,  or  $1.73  per  share,  < 
$22.7  billion  sales  in  the  fiscal  ye 
ended  in  January.  There  was  a  $2! 
million  writeoff  for  an  investment 
Astra,  a  discount  retailer  in  Mexic 
and  for  K  mart  Insurance  Services,  i 
troubled  insurance  subsidiary.  B 
yond  that,  income  from  continui) 
retail  operations  was  down  about  5 
last  year. 

Grim  tidings?  Not  necessarily.  I 
stock  recently  hit  a  52-week  high 
46»/2,  up  from  36  at  the  start  of  tl 
year.  The  heavy  volume  in  K  ma 
trading  recently  has  also  followed  r 
mors  of  a  takeover  bid,  though 
would  cost  some  $7  billion  or  more 


K  mart  has  spent  heavily  sprucing  up  ii 
discount  stores  and  buying  other  specialt 
retailers.  The  payoff  seems  close  at  hand. 


Mass  appeal 
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Want  to  see  state-of-the-art 
communications  for  your  city  police? 


Borg-Warner  finances  high-tech  communication  systems  essential  to  many  local  S4I  BorgWarner 

v  enforcement  agencies.  That's  todays  Borg-Warner.  Diversified  for  financial  stability.  1^ 
:ompany  worth  watching. 

Watch 

Bora-Warner 

''W- 1  j^P'  ©  I9K6  BorR-Vtarner  Cotponlwn 

For  an  annual  report  write:  Borg-Warner,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604. 


A'  mart  Corp.  Chairman  Bernard  Fauber 

"The  sure  path  to  oblivion  is  to  stay  exactly  where  you  are. 


take  K  mart.  Even  without  that  spur, 
K  mart  is  finding  enthusiasts  among 
many  growth-oriented  analysts. 

"Their  margins  will  expand  starting 
this  year  and  will  have  a  good,  sound 
expansion  over  the  next  few  years," 
contends  Evans  &  Co.  analyst  Alan 
Silverman,  who  looks  for  a  15%  earn- 
ings jump  annually  for  the  next  three 
to  five  years.  One  vital  sign  is  that 
K  mart  has  been  building  higher  mar- 
gins with  hot-selling  clothes,  such  as 
its  Jaclyn  Smith  line,  named  after  the 
former  Charlie's  Angel.  Apparel  sales 
have  been  up  4%  to  15%  over  the  past 
several  months  in  spite  of  flattish 
store  sales  overall. 

K  mart's  problems  began  after  its 
extraordinary  growth  in  the  1960s  and 
1970s.  The  formula:  Open  100  new 
stores  a  year;  boost  earnings  by  20%; 
become  a  Nifty  Fifty  long-term 
growth  stock.  By  1980,  when  Fauber 
became  chairman — he  started  in  the 
business  as  a  young  stock  boy  at  S.S. 
Kresge — the  big  expansion  was  basi- 
cally over.  Meanwhile,  feisty  regional 
discount  chains,  such  as  Wal-Mart 
and  Zayre's,  caught  up.  When  K 
mart's  low-quality  image  didn't  shift 
with  the  times  during  the  recession, 
its  earnings  fell  nearly  40%.  "The 
sure  path  to  oblivion  is  to  stay  exactly 


where  you  are,"  says  Fauber. 

K  mart's  gumball  and  popcorn  dis- 
pensers were  shoved  aside  as  the  over- 
haul began.  More  brand-name  mer- 
chandise was  added,  along  with 
brighter  store  colors,  modern  display 
racks,  eye-catching  signs  and  more 
specialty  departments,  such  as  kitch- 
en gear  and  electronics.  But  K  mart  is 
not  giving  up  its  discount  prices.  The 
company's  $600  million-a-year  ad 
campaign  still  pushes  SI. 50  oil  filters 
and  S3  frying  pans.  The  idea  is  to 
induce  discount  customers,  once  in 
the  store,  to  buy  more  by  also  offering 
them  better  goods. 

For  all  his  efforts,  Fauber  knows 
that  K  mart  is  a  mature  business,  and 
he  is  gambling  on  other  retailing  for 
faster  growth.  The  big  wild  card  is  K 
mart's  investment  in  the  Builders 
Square  chain.  These  are  80,000- 
square-foot  warehouse  stores,  stocked 
floor  to  ceiling  with  lumber,  hardware 
and  garden  equipment.  Two  years  ago 
K  mart  paid  S88  million  to  buy  a  9- 
store  chain;  today  there  are  30  Build- 
ers Squares,  and  Fauber  is  rolling  out 
another  50  this  year. 

K  mart  doesn't  break  out  its  earn- 
ings, but  Builders  Square  lost  money 
last  year  and  will  again  in  1986,  be- 
cause of  tough  competition  from  the 


likes  of  Home  Depot  and  Payl< 
Cashways.  One  hope  is  for  a  spee 
shakeout.  "The  ones  that  survive  « 
going  to  produce  very  nicely,"  insi 
Fauber. 

Less  risky  is  the  Waldenboc 
chain  that  K  mart  bought  two  ye; 
ago  for  S300  million.  It  is  now  t 
largest  bookstore  chain  in  the  coi 
try,  with  955  stores,  and  Fauber  v< 
open  70  stores  this  year.  The  other  1 
investment,  a  S500  million  move, 
Pay  Less  Drug  Stores  Northwest, 
West  Coast  network  of  jumbo-s: 
drugstores.  Pay  Less  did  nearly  $1 1 
lion  in  sales  last  year,  and  the  com] 
ny  will  open  another  40  stores  tl 
year.  Fauber  admits  results  have  be 
slow  to  come.  But  analysts  estim; 
the  drugstores  can  earn  8%  on  sal 
pretax,  in  a  good  year,  and  the  boc 
stores  maybe  10%,  compared  with 
mart's  4%  return  in  the  discov 
stores. 

This  growth  push  gives  K  mart 
outside  chance  to  pass  Sears  as  t 
country's  biggest  general  merch< 
dise  retailer  in  the  next  several  yea 
At  the  same  time  K  mart  has  W 
Street  smiling  again  and  seems  abc 
to  climb  back  on  some  of  those  Ni 
Fifty  investment  lists  that  have  or 
again  come  into  fashion.  ■ 
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We  edged  out  the  competition 
with  better  solutions  for 
every  application. 


iting  the  Tandy®  line 
-compatible  computers 

adio  Shack  Computer  Cen- 
iu  won't  find  just  any  com- 
^ouil  find  the  right  computer. 

ica's  #1  PC  compatible 

cing  for  a  complete,  low-cost 
)S®  system?  The  Tandy  1000 
patible  with  the  IBM®  PC,  so 
re  thousands  of  programs  for 
choose  from.  Plus,  the  1000 
complete  with  its  own  Desk- 
6-in-l  software. 

C/XT's  "mirror  image" 

Tandy  1200  works  like  an 
C/XT — but  costs  much  less. 
00  runs  the  same  top-name 
e  and  supports  the  same 
ire  as  the  PC/XT.  So  if  you're 
'  using  one  or  more  IBM 
your  office,  the  Tandy  1200 


lets  you  expand  for  less — and  con- 
tinue using  the  same  software. 

The  graphics  advantage 

Searching  for  a  high-powered 
computer  with  advanced  graphics 
capabilities?  Take  a  good  look  at  the 
affordable  Tandy  2000.  The  Tandy 
2000  gives  you  the  high-resolution 
graphics  you  need  to  create  razor- 
sharp  graphs  and  diagrams  in  a  bril- 
liant array  of  colors. 

The  new  Tandy  3000 

Introducing  a  powerful  computer 
that's  the  affordable  alternative  to 
the  IBM  PC/AT.  The  Tandy  3000 
has  the  power  you  need,  and  it's 
compatible  with  PC/AT  and  PC/XT 
software.  And  with  the  forthcoming 
XENIX®  operating  system,  two  to 
six  users  will  be  able  to  use  the 
3000  simultaneously. 


Discover  the  power  and  afforda- 
bility  of  the  Tandy  3000  and  all  of 
our  MS-DOS  computers  today. 

Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shack  stores  and  dealers. 

Radio  /hack 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 

mm  m  nn  m  mi  m  nm  m 

Send  me  a  free  Computer  Catalog. 

Radio  Shack,  Dept.  86-A-534 
300  One  Tandy  Center,  Fort  Worth,  TX  76102 


Name . 


Company . 
Address  _ 

City  

State   


.ZIP. 


Phone  . 


I 
I 


kMate/Registered  TM  Tandy  Corp.  IBM/Registered  TM  International  Business  Machines  Corp.  MS-DOS  and  XENIX/Registered  TM  Microsoft  Corp. 


The  U.S.  Maritime  Administrations  head- 
long jump  into  the  offshore  drilling  busi- 
ness has  cost  taxpayers  at  least  $600  mil- 
lion since.  The  bills  are  still  piling  up. 


Lost  at  sea 


By  Ton!  Hack 

T|  his  is  the  story  of  a  misguided 
government  bureaucracy  that 
decided  to  keep  the  most  specu- 
lative sector  of  the  offshore  energy 
exploration  industry  afloat  with  fed- 
eral loan  guarantees.  More  important, 
it  is  about  the  waste  of  more  than  half 
a  billion  dollars  in  taxpayers'  money, 
with  more  to  come. 

The  bureaucracy  is  the  U.S.  Mari- 
time Administration  (Marad),  which 
now  finds  itself  with  more  than  $600 
million  in  loan  guarantees  still  out- 
standing on  54  offshore  oil  drilling 
rigs  and  70  service  vessels  used  to 
ferry  men  and  supplies  to  the  rigs.  The 
offshore  drilling  industry  began  to 
sink  three  years  ago  (Forbes,  June  6, 
1983),  and  Marad  has  slid  right  along 
with  it.  Since  then  the  agency  has 
shelled  out  $604  million  to  cover  loan 
defaults  on  26  offshore  rigs  and  116 
supply  boats.  Global  Marine,  the 
Houston-based  offshore  drilling  con- 
tractor that  expanded  its  way  into 
bankruptcy,  has  by  itself  cost  Marad 
$163  million,  with  about  $60  million 
more  to  come,  for  defaults  on  12  rigs. 

Marad  was  established  by  Congress 
50  years  ago  to  promote  a  healthy  U.S. 
merchant  marine.  Offshore  drilling 
was  nowhere  mentioned  in  the  law 
that  created  the  agency.  But  Marad 
took  rigs  under  its  wing  in  1972  in 
order  "to  broaden  the  market  for  ship- 
building" and  thereby  help  ailing  U.S. 
shipyards,  according  to  Andrew  E. 
Gibson,  who  was  then  Maritime 
Administrator. 

With  Congress'  tacit  approval, 
Marad  began  guaranteeing  payment  of 
long-term  bonds,  sold  usually  to  insti- 
tutional investors,  for  up  to  75%  of 
the  cost  of  a  rig  (or  boat).  If  the  owner 
defaulted,  bondholders  could  demand 
that  Marad  pay  in  full — a  nice  little 


welfare  program  for  aspiring  rig  own- 
ers. "No  one  saw  that  future  adminis- 
trators would  use  it  to  support  tax 
shelters  for  doctors  and  dentists," 
Gibson  says. 

But  that  is  precisely  what  hap- 
pened. Even  with  Marad's  loan  guar- 
antees, rigs  still  cost  less  to  build  in 
the  Far  East.  So  healthy  rig  operators, 
such  as  Rowan  Cos.,  Inc.  and  Sonat 


Offshore  Drilling  Inc.,  have  generally 
shunned  Marad  and  U.S.  shipyards. 
Which  usually  left  Marad  with  the 
riskiest  rigs,  those  whose  owners 
would  have  trouble  getting  financing 
without  Marad's  help — fledgling  oper- 
ators backed  by  limited  partnership 
tax  shelters,  for  example,  or  overly 
ambitious  outfits  like  Global  Marine. 
In  fact,  about  half  of  all  defaulted  rigs 
so  far,  besides  Global  Marine's,  were 
built  as  shelters.  Investors  were  able 


to  take  an  investment  tax  credit  equs 
to  10%  of  their  entire  investment  i 
the  rig,  and  also  deduct  accelerate 
depreciation. 

Marad's  purview  always  include 
supply  boats.  And  as  with  rigs,  th 
loan  guarantees  for  supply  boats  wer 
an  irresistible  lure  to  tax-shelter  opei 
ators.  "It  was  government  largess 
run  amuck,"  says  Kenneth  W.  Wa 
dorf,  who  runs  Zapata  Gulf  Marin 
Corp.,  the  big  400-plus  boat  servic 
operation  in  Houston. 

The  result  is  that  Marad  has  b< 
come  the  caretaker  of  the  sickest  sec 
tor  of  the  industry.  Those  of  its  rig 
and  ships  in  default  but  still  runnin 
"operate  with  no  capital  costs,  drivin 
competitive  rates  down  and  wreakin 
havoc,"  says  the  present  Maritim 
Administrator,  John  Gaughan  (pre 
nounced  gone).  "If  I  could  get  hold  ( 
that  equipment,  I  could  at  least  cor 
trol  whether  it  remains  on  the  mai 
ket,"  Gaughan  says. 

But  he  can't.  Until  1978  Mara 
could  repossess  on  demand  despit 
the  protections  accorded  a  debtor  ui 
der  bankruptcy  law.  But  Congres 
eliminated  that  power  when  it  r< 
vamped  the  bankruptcy  code.  An 
even  with  that  repossession  autho: 
ity,  Gaughan's  problems  would  hare 
ly  be  solved.  With  rigs,  for  instanci 
selling  at  10%  to  40%  of  original  co: 
these  days,  his  choices  may  be  to  stoi 
the  equipment,  scrap  it  or  sink  it  for 
total  loss. 

All  of  which  would  require  mone 
that  Marad  doesn't  have.  The  fun 
from  which  it  pays  defaults  stood  < 
$240  million  three  years  ago.  Mara 
has  spent  all  that,  plus  $800  millio 
borrowed  from  the  U.S.  Treasury.  T( 
day  it  has  an  average  of  $20  million  i 
its  coffers  and  statutory  authority  t 
borrow  as  much  as  it  needs,  so  long  i 
the  Office  of  Management  &  Budgf 
approves.  The  Reagan  Administratio 
says  it  wants  Congress  to  trash  th 
loan  subsidies,  though  federal  lav 
makers  have  been  reluctant  to  do  s 
and,  in  any  case,  could  not  give  Mara 
any  relief  on  existing  guarantees. 

The  outlook,  then,  is  for  no  quic 
end  to  the  flow  of  federal  funds  int 
this  black  hole.  The  sad  state  of  th 
industry  itself  has  halted  the  grantin 
of  more  loan  guarantees.  An 
Gaughan  claims  that  even  if  Congres 
doesn't  put  the  program  out  of  ii 
misery,  the  agency  has  learned  its  le! 
son  and  "the  stress  now  won't  be  lo! 
on  future  administrators." 

Perhaps,  but  dare  we  hope  that  Coi 
gress  might  one  day  clamp  down  o 
government  programs  launched  i 
one  direction  that  end  up  roaring  o 
in  quite  another?  ■ 
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SIX  RELATIVES 
FOR  THE  NEWBORN 


he  survival  of  the  animal  species  is  linked  to  the  high  degree 
of  specialization  and  to  the  range  of  abilities  which  distinguish 
them.  By  drawing  inspiration  from  the  characteristics  of 
certain  species  and  concentrating  them  all  in  one  aircraft,  Partenavia 
has  created  the  twin-engined  Viator:  a  new  aircraft,  with  retractable 
landing  gear,  bound  to  efficiency  and  top  performances.  It  has  the 
agility  of  a  leopard,  both  when 
it  takes  to  flight  and  when  it 
lands;  it  is  as  strong  as  a  rhinoceros,  practically 
indestructible.  In  the  air,  it  looks  like  a  mallard, 
though  even  more  aerodynamic,  with  its 
retractable  landing  gear.  As  far  as  capacity 
and  load  are  concerned,  the  aircraft  can 
be  compared  to  a  pelican:  it  can  take 
i    10  passengers  +  1  pilot,  or  else  more  than  900  Kg  of  cargo.  When  we 
I    come  to  economy  in  running  the  plane  and  in  consumption,  it 
brings  to  mind  a  dromedary: 
1500  lb  of  fuel  (680  Kg) 
per  860  n.m.  (1593  Km). 
And  what  about  flexibility?  Like  a 
chameleon,  Viator  transforms  itself  whenever  you  want,  the 

way  you  want:  commuter,  freighter, 
.         combi,  executive,  medivac,  etc. 

Partenavia  will  supply  you  with  all  *&mmgHtr 
the  details  necessary  to  fully  appreciate  its  magnificent  Viator. 
For  further  information,  please  apply  to:  Partenavia 
Costruzioni  Aeronautiche  S.p.A.  Via  G.  Pascoli,  7 
80026  Casoria-Naples  (Italy)-Tel.  (81)  7596311 
Telex  720199  -  PARTNA  I.  Partenavia  of 
America,  a  division  of  Italian  Advanced 
Industries  -  1235  Jefferson  Davis  Highway 
Suite  500  -  Arlington  VA  22202  USA  - 
Tel.  (703)  243-1700  -  Telex  248730  LAI  UR 

company  of 

N^AERITALIA 
IRIfinmetianna   .SSgiflS 

Italians 
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Viator. 

The  new  retractable  landing  gear  twin  by  Partenavia. 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


Sex  in  advertising  used  to  mean  a  gor- 
geous girl  in  a  tight  sweater.  Ah,  progress: 
Now  we  have  threesomes,  double  en- 
tendres  and  hints  of  rape. 

"It's  become  part 
of  our  culture" 


It  is  an  obvious  sexual  encounter. 
Two  men  and  a  woman  languor- 
ously tangled  on  a  couch.  Nude. 
The  photo  is  steamy.  The  magazine 
ad  is  selling  Calvin  Klein's  Obsession 
perfume. 

Turn  the  page.  A  nubile,  casually 
dressed  girl,  slung  over  a  young  man's 
shoulder,  struggles  as  she  is  carried 
toward  a  garage.  Next  scene:  Jeans  off, 
a  breast  partially  exposed,  she  is 
tousled  and  dazed.  The  ad  is 
hawking  Guess?  jeans. 

And  on  another  page.  He  is 
fully  dressed  but  turning  away 
from  the  football  game  he  is 
watching  on  TV.  She  leans  close 
behind  him  in  a  brief,  lacy  black 
negligee,  holding  two  snifters  of 
cognac.  "The  civilized  way  to 
end  the  game,"  reads  the  copy  on 
this  ad  for  Hennessy. 

Sex  in  advertising  is  as  old  as 
advertising.  Remember  the 
wholesome  but  topless  White 
Rock  girl  who  knelt  innocently 
on  a  rock  beside  a  clear  pool  in  the 
successful  1950s  soft-drink  cam- 
paign ?  Today  that  sort  of  discreet- 
ly sensuous  ad  symbol  seems 
merely  quaint.  Peekaboo  is  out. 
Take  it  off  and  get  it  on  is  in. 

"What's  amazing  is  what  you 
can  get  away  with  now,"  says 
Burtch  Drake,  executive  vice 
president  of  Foote,  Cone  &  Bel- 
ding/New  York.  "And  over  the 
next  five  years  there  will  be  an 
even  greater  use  of  blatant  sex  in 
advertising,  because  it's  become 
part  of  our  culture."  Adds  Regis 
Albrecht,  account  supervisor  for 


Hennessy  at  Lord,  Geller,  Federico, 
Einstein:  "The  letters  we  get  on  our 
campaign  mostly  want  to  know 
where  we  bought  the  wallpaper  or  the 
furniture,  things  like  that.  It  reflects  a 
change  in  national  attitudes.  We  use 
Time,  Rolling  Stone  and  Newsweek,  SI, 
Playboy,  Cosmo,  GQ  and  Sport  Maga- 
zine, and  we've  never  had  one  Hen- 
nessy ad  rejected." 


One  of  Call  in  Klein's  fragrance  ads 
House  &  Garden,  Vanity  Pair  and  Essence, 
among  others,  found  it  acceptable. 


Network  censors  have  thus  far  pi 
vented  the  agencies  from  making  J 
commercials  that  would,  if  they  wd 
movies,  deserve  an  R  rating.  Evj 
MTV,  with  its  often  raunchy  rock 
roll  videos,  turns  down  overly  suggq 
tive  commercial  spots. 

But  print  media  are  likely  to  tolJ 
ate  even  more  explicitly  sexual  adv< 
tising  copy.  "We're  exposed  to  2,d 
ads  a  day,  so  advertisers  feel  they  hal 
to  do  whatever  is  necessary  to  mai 
us  pay  attention,"  says  Jean  K| 
bourne,  a  longtime  media  observ 
who  plies  the  lecture  circuit  with 
talk  that  is  much  in  demand  titl! 
"The  Naked  Truth:  Advertising's  Ii 
age  of  Women." 

"People  like  to  look  at  people,"  sa 
Elliot  Young,  whose  Perception  B 
search  Services  measures  reader  1 
traction  to  ad  campaigns.  "In  tb 
sense,  sexy  commercials  or  ads  a 
effective."  And  in  many  cases,  they  i 
move  the  product. 

Take  those  much-talked-about  0 
session  ads,  the  menage  a  trois  me 
tioned  above,  or  the  one  with  a  ma 
face  pressed  rapturously  against  t] 
naked  body  of  a  woman.  The  Calv 
Klein  name,  plus  an  efficient  distrib 
tion  and  merchandising  network,  c 
viously  helped  make  the  scent  a  po1 
erful  product.  But  so  do  the  striking 
sexual  ads.  "We  introduced  this  ft 
grance  in  March  of  last  year,  and  i 
now  among  the  top  three  sellers 
every  major  department  store 
the  nation,"  says  Robin  Bum 
president  of  Calvin  Klein  Co 
metics,  a  division  of  Minneto 
ka  Inc. 

Schieffelin  &.  Co.  is  also  ci 
lighted  with  its  none  too  subl 
campaign  in  behalf  of  its  He 
nessy  cognac.  "Our  sales  we 
up  4.5%  last  year,  although  t 
cognac  category  itself  is  growii 
at  only  3%,"  says  Clint  Rode 
berg,  vice  president. 

Erotic  messages  in  advertisii 
have  traditionally  been  co 
veyed  by  decidedly  sexi 
means,  and  Jean  Kilboun 
thinks  they  still  are.  "Male  se 
uality  is  still  hallowed,"  si 
says.  "Certainly  you'll  never  s 
a  male  professional  in  his  undc 
wear  being  ogled  by  women  wl 
are  dressed,  the  way  you  do  t 
day  with  the  Maidenform  ads. 

Never?  The  campaign  wi 
former  star  baseball  pitcher  Ji 
Palmer  in  Jockey  shorts  lack' 
female  oglers  in  the  layout,  b 
it  was  surely  aimed  at  wom< 
(who  buy  70%  of  all  men's  ui 
derwear  sold). 
In  any  case,  Jean  Kilboun 
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ad  from  Hennessy's  fall  campaign 
appear  in  Ebony,  Jet,  Black  Enterprise. 


Guess?  jeans'  two-page  spread 

Accepted/or  publication  by  Vanity  Fair  and  New  York. 


ms  to  be  right  about  one  thing.  The 
[vin  Klein,  Guess?,  Hennessy  and 
er  more  blatantly  sexual  cam- 
gns  appear  to  be  encouraging  more 
ing  among  otherwise  less  gutsy 
'ertisers. 

)ouble  entendres,  for  example,  are 
ting  awfully  singular  in  meaning, 
irow  your  competition  a  curve," 
nmands  a  half-page  Jack  LaLanne/ 
'opean/Holiday  Spa  ad  that  shows 
pely  Heather  Locklear  in  a  one- 
ce,  bare-at-the-stomach  Yves  St. 
irent  swimsuit.  "Do  you  Joujou?" 
;  the  jeans  ads,  one  of  which  fea- 
es  the  wife  of  rock  star  Bruce 
ingsteen  exposing  much  of  one 
ast.  "The  human  mind  thinks  sex 
glamorous,"  says  Clement  Soffer, 
sident  of  Joujou  Designers.  "It's 
ural  to  want  to  be  more  desired, 
I  that  is  the  message  we're  express- 
here." 

iven  those  ads  using  the  traditional 
geous-girl  approach  are  baring  a  lot 
re  breast,  cleavage,  and  skin  in 
leral  to  sell  everything  from  sum- 
r  vacations  to  condominiums, 
item  Air  Lines  has  been  trying  to 

more  seats  on  flights  to  Florida 
:h  ads  that  say,  "If  you  don't  like 

weather,  change  it."  The  picture 
>un  and  sea  and  blue  sky,  and  the 
aground  is  filled  with  a  large- 
asted  woman  in  a  small  bathing 
t,  head  tilted  back  in  apparent  ec- 
sy,  lying  at  the  water's  edge.  Chan- 
Club  Condominiums  in  New 
rk  is  selling  apartments  with  an  ad 
>wing  a  fashionable  couple  and  a 
npled  bed.  She  is  still  asleep.  He  is 
:ing  up,  feet  on  the  floor  and  a  tow- 
around  his  middle.  ("We're  show- 
;  the  amenities  of  the  building," 
s  the  sales  agent.  "He's  going  to 
;e  a  swim  in  the  building's  pool.") 
V  lot  of  folks  find  all  the  sexual 
idor  refreshing,  even  healthy,  as 
ig  as  it  doesn't  portray  women  in 
neaning  ways.  Much  to  the  sur- 


prise of  many  of  her  feminist  sisters, 
Gloria  Steinem,  for  instance,  okayed 
the  ad  from  Calvin  Klein's  Obsession 
campaign  for  Ms.  magazine,  which  she 
helped  found  and  still  edits.  And  she 
has  publicly  defended  her  decision. 
"Sexuality  and  nudity  are  a  part  of 
life,  and  if  it's  appropriate,  fine,"  she 
says.  "There's  a  difference  between 
women  in  tight  jeans — where  the  ads 
are  aimed  at  pleasing  men — and  ads 
like  the  Calvin  Klein  Obsession  ad, 
where  a  man  and  a  woman  are  in 
positions  of  equality."  There  is  also  a 
difference,  she  would  certainly  add, 
when  a  campaign  veers  into  violence. 
"Guess?  is  bought  by  teenagers  pri- 
marily, and  the  company  is  saying  it's 
okay  for  a  man  to  carry  you  away  into 
a  garage  and  rape  you  in  the  backseat 
of  a  car.  They  are  glamorizing  some- 
thing violent  and  exploitive  to  wom- 
en," says  Elaine  Taylor-Gordon,  presi- 
dent of  ad  agency  Taylor-Gordon, 
Aarons  &.  Co.  "There  are  other  ways 
to  attract  attention  to  your  product." 
Paul  Marciano,  director  of  advertising 
for  Guess?,  Inc.,  and  a  partner,  says, 
"There  was  no  intention  to  portray  a 
rape  in  these  pictures.  Maybe  I'm  na- 


ive. I  don't  know  what  the  photogra- 
pher had  in  mind." 

In  the  end,  it  is  sales  results  that  are 
most  likely  to  affect  the  direction 
Madison  Avenue  takes.  "Blatant  sex- 
ual advertising  just  doesn't  build  sales 
for  a  lot  of  products,"  says  Spencer 
Plavoukos,  chief  executive  of  SSC&B 
(U.S.A.):  "The  old  Jordache  jeans  ad- 
vertising was  highly  provocative,  and 
they  spent  money,  and  the  jeans  sold. 
But  if  blatant  advertising  always 
worked,  Jordache  would  be  selling  as 
many  jeans  today.  The  point  is  that 
sexual  advertising  alone  doesn't  carry 
the  day.  Our  clients,  companies  like 
Lever  Brothers  and  Johnson  &  John- 
son, sell  a  wide  range  of  products  on  a 
mass  basis,  but  they'd  turn  off  cus- 
tomers with  a  sexual  approach." 

Barry  Day,  vice  chairman  of 
McCann-Erickson  Worldwide,  adds, 
"When  the  sex  is  irrelevant,  people 
turn  off.  Their  attitude  then  is  that 
it's  tasteless.  If  the  ads  are  an  expres- 
sion of  the  product — suntan  lotion, 
lingerie,  fragrances — where  the  prod- 
uct is  sensuous,  it  works." 

And  where  it  works,  we  are  bound 
to  see  more  of  it. — J.A.T. 


When  smoke  gets  in  your  eyes 


The  image  lingers.  Between  snarls, 
the  archetypal  bad  guy  with  a  sto- 
gie in  his  kisser — Edward  G.  Robin- 
son in  Key  Largo,  Al  Capone  in  real 
life.  But  wait. 

The  Cigar  Association  of  America 
is  pushing  a  national  marketing  cam- 
paign to  snuff  that  image.  CAA  wants 
us  all  to  realize  that  good  guys,  too, 
smoke  cigars.  CAA  President  Nor- 
man Sharp  points  to  George  Peppard, 
who  plays  Hannibal  Smith  on  the  ac- 
tion adventure  The  A-Team,  and  to  Mi- 
chael Talbott,  detective  Stanley  Swi- 
tek  on  Miami  Vice.  Even  better,  there's 
television's  number  one,  Bill  Cosby, 


who  delighted  Sharp  by  wagging  a  ci- 
gar on  a  recent  Newsweek  cover. 

The  CAA's  strategy  includes  high- 
lighting various  good-guy  celebrities 
when  they  flaunt  their  panatelas.  The 
total  promotional  budget  is  meager: 
$400,000.  Then  again,  the  12  cigar 
manufacturers,  60  importers,  and  oth- 
ers involved  with  cigars  spend  under 
$  1 0  million  a  year  on  their  own  brand- 
name  advertising.  Pepsi,  in  contrast, 
spent  $47  million  on  just  its  Michael 
Jackson  soft-drink  campaign. 

The  good-guys  theme  is  most  evi- 
dent in  Culbro  Corp.'s  General  Ci- 
gar's $4  million  national  television 
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WE'RE  A  UTTLE 
BIT  DIFFERENT 
THAN  MOST  NEW 

COMPANIES. 


Most  new  companies  don't  expect  sales  of  $3.5  billion 
their  first  year. 

Most  new  companies  don't  begin  operations  as  the 
ider  in  their  industry. 

Most  new  companies  don't  begin  among  the  top  quarter 
the  Fortune 500. 

But  then,  most  new  companies  don't  begin  the  way 
ivistarhas. 

On  February  20th,  International  Harvester  became 

vistar™  International  Corporation. 

As  Navistar,  we  began  with  an  asset  that  the  past  five 

ars  have  taught  us  to  value  greatly. 

Strength. 

Today,  we're  the  number  one  manufacturer  of  medium 
d  heavy-duty  trucks. 

Our  products  are  known  for  high  quality  and  low 
st  of  ownership.  Experts  around  the  world  point  to  our 
igineering  as  the  epitome  of  excellence. 
Our  employees,  all  15,000,  are  graduates  of  the  most 
manding  school  of  all.  Adversity 
We  turned  our  company  around  by  meeting  customer 
needs  with  superior  products  and  innovative  services, 
j  And  by  continuing  to  serve  the  customer  better, 
I  improve  quality  and  enhance  productivity,  we'll 
continue  to  prosper. 

Of  course,  like  every  new  company,  we  face  challenges. 
But  we  believe  few  companies,  new  or  established,  are 
prepared  for  them  as  we  are. 

NAVISTAR 

The  rebirth  of  International  Harvester. 


I'PI/Beumann 


Al  Capone  and  comedian  Bill  Cosby 

Can  good  guys  like  Cosby  rescue  the  cigar  business? 


campaign  for  its  Garcia  y  Vega  brands. 
Two  detectives — good  guys  with  ci- 
gars— on  an  undercover  assignment 
sit  in  a  leaky  rowboat  (or — in  another 
commercial — behind  potted  palms) 
watching  a  mobster  type  fidget  with 
his  cigar  while  ignoring  his  beautiful 
moll.  One  detective  asks  what's 
wrong,  and  the  other  replies,  "It  must 
be  the  wrapper."  They  conclude  that 
the  mobster  should  have  bought  "an 
honest  cigar." 

During  the  2lA  years  of  the  cam- 
paign, says  General  Cigar  President 
David  Burgh,  "Our  business  increased 
8%  in  1984  and  12%  last  year,  to 
more  than  120  million  units,  or  $22 
million  in  sales.  We're  obviously  sell- 
ing Garcia  y  Vegas,  but  we're  also 
trying  very  hard  to  sell  the  positives 
in  the  cigar  business." 

The  brand-name  and  trade  associa- 
tion campaigns  have  apparently  had 
little  industrywide  impact,  however. 
Last  year  retailers  sold  3.1  billion  ci- 
gars, worth  $670  million.  That  was  a 
drop  of  nearly  300  million  cigars  from 
1984,  although  sales  slipped  only  $30 
million  from  1984's  $700  million. 
Revenues  have  been  declining  by  an 
average  of  5%  every  year  since  1964. 
That  year,  which  was  the  alltime  re- 
cord for  cigar  consumption,  with  9 
billion  smoked,  the  first  Surgeon 
General's  report  on  the  dangers  of  cig- 
arette smoking  appeared. 

Cancer  warnings  are  not  yet  re- 
quired on  cigar  packages,  but  the  Sur- 
geon General  has  cautioned  for  21 
years  that  smoking  stogies  may  in- 
crease the  risk  of  oral  cancer.  "Dis- 
cussing health  is  a  losing  battle,"  says 


Sharp.  "We  advocate  moderation." 

Back  in  1925,  per  capita  consump- 
tion for  American  men  averaged  202 
cigars  a  year;  by  1970  they  were  down 
to  137.  This  year  average  consump- 
tion is  expected  to  be  around  40  a 
year,  but  it's  estimated  only  one  man 
in  ten  now  smokes  cigars.  Some  Ha- 
vana aficionados  contend  the  slide  of 
the  stogie  really  started  in  1962  when 
President  Kennedy  embargoed  Cuban 
cigars  and  tobacco  after  laying  in 
1,100  fine  Havanas  for  the  White 
House.  Since  then  the  premium- 
brand  market  has  been  built  largely 
with  tobacco  grown  from  Cuban 
seeds  and  imported  from  the  Domini- 
can Republic,  Honduras  and  Jamaica. 

In  any  case,  turning  sales  around  or, 
more  realistically,  simply  stalling  the 
decline  is  difficult  because  the  market 
is  so  multilayered.  Handmade  premi- 
um cigars  costing  80  cents  to  more 
than  $2  apiece  (Consolidated  Cigar's 
Don  Diego  and  H.  Upmann,  and  Gen- 
eral Cigar's  Macanudo  and  Partagas 
are  the  big  names)  represent  only  3% 


of  unit  sales  but  bring  in  22%  of  tht 
industry's  revenues,  $155  million  ii 
1984.  Less  expensive,  machine-madi 
cigars  that  cost  15  cents  to  75  cent 
accounted  for  $385  million.  The  re 
maining  $160  million  came  from  cig 
arillos  and  other  small  panatelas  thai 
cost  $1  to  $2  a  box. 

The  challenge,  according  to  Burgl 
at  General  Cigar,  is  maintaining  salei 
in  the  lower-priced  sector  while  ex 
panding  the  premium,  higher-margh 
market  among  the  30-to-45-year-ol« 
male  population,  who  normally  begii 
smoking  in  their  mid-30s.  One  prob 
lem  is  that  mass-market  advertisinj 
is  not  exceptionally  effective,  even  foi 
middle-level  brands  like  Garcia  I 
Vega  or  Antonio  y  Cleopatra.  "We'n 
trying  to  reach  a  relatively  small  am 
dience,"  says  Sharp,  explaining  th« 
industry's  low-budget  ad  efforts.  "It'i 
not  like  a  beer  or  cigarette.  Look  ai 
everyone  who's  watching  TV,  for  ex 
ample.  A  lot  of  them  are  women  anc 
children,  who  don't  smoke  cigars.  It': 
hard  to  target." — Allan  Dodds  Frank 


"Ideas,  not  instruction" 

Who  would  have  thought  there 
was  room  for  another  fashion 
magazine?"  asks  Sunny  Bates,  beauty 
advertising  manager  for  Elle  maga- 
zine. Who  indeed?  In  just  eight 
months  Elle  has  elbowed  its  way  into 
the  magazine  racks  alongside  Vogue, 
Harper  's  Bazaar,  Mademoiselle  and  Cos- 
mopolitan. "It's  a  fabulous  success 
story,"  says  Leo  Scullin,  director  of 
print  media  at  Young  &  Rubicam. 


The  last  women's  magazine  success 
stories  were  Self  and  Working  Woman 
both  launched  back  in  1978.  Even  in 
the  best  of  times,  according  to  thi 
Magazine  Publishers  Association 
nine  out  of  ten  startups  perish  withii 
three  years.  By  all  accounts  Elle  ap 
pears  to  be  well  on  its  way  towarc 
beating  those  horrendous  odds.  In  it; 
first  seven  months  the  stylish  fledg 
ling  garnered  696  ad  pages  and  $5..' 
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The  average 
banker's  arm. 


A  Continental 
banker's  arm 


How  to  spot  a 
Continental  banker. 


If  the  pinstriped  appendage  on  the 
left  looks  more  like  a  banker's  arm  to  you 
than  the  one  on  the  right,  maybe  it's 
because  you've  slowly  grown  used  to 
bankers  who  stopped  working  when  they 
found  jobs. 

Now  you  can  get  bankers  who  roll  up 
their  sleeves  on  your  business  even  before 
they  meet  with  you  for  the  first  time. 

You  can  come  to  The  New 
Continental. 

The  New  Continental  is  working  its 
way  back  by  working  hard. 

And  we've  found  that  a  little  extra 
effort  can  go  a  long  way  in  finding  creative 
solutions  to  our  clients'  financial  needs. 

For  example,  before  we  give  advice 


we'll  look  at  the  way  cash  moves  within 
your  company,  the  way  you  buy  services 
and  materials,  how  you  pay  your  debts, 
and  how  you  invest  your  money. 

Then,  after  asking  the  right  questions, 
we'll  make  informed  recommendations 
about  loans,  investment  products,  raising 
capital  and  managing  cash. 

So  if  you  want  a  banker  who  will 
work  hard  for  you,  contact  the  bank  that 
works  hard  for  everyone. 

The  New  Continental  Illinois. 

We're  working  our  jackets  off. 

©  Continental  Illinois 

We  work  hard.  We  have  to. 

<>  1986  Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago. 


million  in  revenue.  Certainly  it  has  a 
way  to  go.  Vogue,  biggest  in  the  field, 
carried  3,246  ad  pages  last  year.  But 
Elle  was  clearly  swimming  strongly 
against  an  unfavorable  tide  last  year. 
Ad  pages  at  the  other  women's  maga- 
zines were  down  by  as  much  as  11%. 

Credit  the  joint  publishers — 
France's  Hachette  and  Rupert  Mur- 
doch's News  America  Corp. — with 
good  timing.  "When  Sara  Lee  starts 
doing  croissants  and  Pepperidge  Farm 
follows,  that  means  something,"  says 
Marybeth  Russell,  Elle's  publisher. 
Which  is  to  say  Elle  saw  an  opening 
and  sashayed  in. 

Elle  is  younger  than  Vogue  and  less 
didactic  than  the  other  women's  mag- 
azines. "While  they  tell  their  readers 


lishing.  "When  they  came  to  us,  we 
were  familiar  with  the  French  publi- 
cation and  we  liked  it,"  says  Linda 
Cronin,  spokeswoman  for  Ann  Tay- 
lor, the  fashion  clothing  chain. 

But  there's  more  to  it  than  that. 
L'Officiel,  another  well-known  French 
fashion  magazine,  unsuccessfully 
tried  to  take  on  the  American  market 
in  the  late  1970s — and  ended  up  pack- 
ing its  bags  and  going  home.  What 
went  wrong?  "They  put  English  cap- 
tions on  a  French  magazine — and 
American  women  recognized  the  dif- 
ference," explains  Didier  Guerin, 
president  of  Edi  Sept,  Hachette's  U.S. 
subsidiary.  "Women  don't  want  to 
find  out  that  they  have  to  take  the 
Concorde  to  Paris  in  order  to  buy  a 


arrie  BoreiZ' Archive 


Elle  Publisher  Marybeth  Russell  with  the  April  issue 

"When  Sara  Lee  starts  doing  croissants,  that  means  something.' 


how  to  manage  baby  and  a  career  or 
write  a  resume,  Elle  worries  about 
style,"  says  Russell.  "We  aim  at  wom- 
en who  want  ideas,  not  instruction." 

The  French  upstart  is  also  designed 
with  Madison  Avenue  preferences 
and  prejudices  in  mind.  Advertisers 
appreciate  Elle's  use  of  heavier  paper 
(50-pound  stock  vs.,  say,  Vogue's  40- 
pound).  Elle's  short  features  don't 
jump  to  the  back  pages,  so  advertisers 
don't  have  to  worry  that  their  ads  will 
get  lost  in  a  jungle  of  print  at  the  back 
of  the  magazine.  And  with  beauty  fea- 
tures filling  the  back  of  the  book,  even 
the  last  pages  are  appealing. 

It  didn't  hurt  that  the  name  Elle 
already  meant  something  to  the  mag- 
azine's three  main  categories  of  adver- 
tiser: fashion,  beauty  and  retailers. 
The  Paris-based  magazine  by  that 
name,  published  since  1945,  is  the 
grande  dame  of  French  fashion  pub- 


blouse." 

Elle  is  clearly  made  in  America. 
Each  page  shows  where  to  buy  the 
products  pictured — and  how  much 
they  cost.  While  editorial  features 
maintain  a  French  flavor  by  including 
imports  like  novelist  Marguerite  Du- 
ras,  most  of  their  subjects  are  distinct- 
ly domestic.  Anchorwoman  Maria 
Shriver  and  cartoonist  Roz  Chast 
graced  the  April  issue. 

L'Officiel  made  another  mistake  as 
well — it  tried  to  take  on  Vogue,  the 
matriarch  of  the  American  market,  by 
stressing  high  fashion  for  the  older 
customers.  With  a  guaranteed  circula- 
tion of  1  million,  Vogue  remains  at  the 
zenith  of  the  fashion  magazine  firma- 
ment. "We're  not  trying  to  take  on 
Vogue,"  says  Russell,  "we're  offering 
something  different,  something  youn- 
ger." In  Elle,  couture  bows  to  a  more 
casual  sense  of  style:  One  spread  fea- 


tures fur  coats  atop  sweat  suits,  j 
other  shows  an  assortment  of  fatigil 
from  army/navy  surplus  stores. 

Elle  also  offers  something  tl| 
Vogue,  which  takes  on  the  dimensid 
of  a  telephone  directory  during  pel 
months  of  March,  September  and  C 
tober,  can  no  longer  guarantee — vi 
bility.  Says  Susan  Biehn,  who  direi 
advertising  for  Christian  Dior  PI 
fumes:  "Elle  does  a  better  job  of  visui 
ly  stopping  you  on  every  page  thl 
anybody  else."  Counters  Vogue's  i 
vertising  director,  David  Rubi 
"They  may  grumble,  but  they  cod 
back.  We  have  the  readership  thl 
want." 

He's  right,  of  course.  As  Biehn  sai 
"I  would  never  give  up  my  Vog] 
pages."  So  just  whose  lunch  is  £1 
eating?  It's  grabbing  a  little  fra 
everyone's  plate.  Last  year  Harpe 
Bazaar  dropped  4%  of  its  pages, 
1,750,  while  Vogue  lost  6.4%.  He 
many  of  those  pages  went  to  Eli 
Hard  to  say.  Leslie  Grunberg,  wl 
heads  Jacqueline  Cochran,  worldwi* 
marketer  for  Pierre  Cardin  and  Nil 
Ricci  among  others,  says  he's  pullil 
back  from  Vogue  and  Cosmopolitan. 

Another  big  fashion  name  says  th 
if  cutbacks  come,  they  will  be  froi 
Harper's  Bazaar,  adding,  "But  rig] 
now  Elle  is  such  a  cheap  buy,  there 
no  pressure  on  ad  budgets."  Ha 
cheap?  A  full-page  four-color  Elle  i 
goes  for  $12,375 — less  than  ha 
Vogue's  $27,500. 

Hachette  started  its  American  vei 
ture  with  TTye  New  Yorker,  and  the 
jointly  published  two  successful  pilt 
issues  in  1984.  Elle  sold  70%  of  i 
newsstand  copies.  (Most  magazine 
average  a  40%  to  50%  return.)  But  li 
New  Yorker's  interest  waned  just  b< 
fore  it  was  sold  to  the  Newhouse  en 
pire,  and  Hachette  wound  up  signing 
50/50  deal  with  Murdoch. 

The  new  partners  put  out  anothj 
issue  in  the  spring  of  1985  to  keep  th 
product  alive  in  consumers'  minds- 
and  to  confirm  that  the  first  issue: 
success  was  more  than  a  fluke.  Sever 
ty-five  percent  of  the  new  issue  sold 

Elle  went  monthly  last  Septembe 
and  has  been  going  like  gangbustei 
ever  since.  Ad  pages  in  the  spring  is 
sues  ran  about  40%  ahead  of  projec 
tions,  and  the  circulation  rate  bas 
has  just  been  boosted  by  50%,  t 
375,000. 

As  Elle  gathers  ad  pages,  it  head 
toward  its  break-even  point — and  al 
most  certain  profitability — at  brealc 
neck  speed.  How  soon?  "In  the  maga 
zine  business,  if  you  break  even  in  th 
first  five  years,  you're  a  big  success, 
says  Guerin.  "I  expect  to  be  a  bi 
success." — Lisa  Gubernick 
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Now  through  May  31,  you  could  win 
a  $40,000  college  education  ( $10,000 
cash  per  year  for  four  years,  which  can 
be  used  for  any  purpose)  or  one  of  1,255 
other  prizes*  just  by  registering  at  your 
participating  General  Tire  retailer. 
Other  prizes  include: 

•  Five  Apple  Macintosh  personal  com- 
puters with  Imagewriter  II  printers 
(Mfrs.  Sugg.  List  $2,624  ea.). 

•  250  pairs  of  Converse  leather  campus 
casual  shoes  (Mfrs.  Sugg.  List  $49  95  ea). 

•  1000  $5  00  AT&T  Long-Distance 
Certificates. 

While  you're  there,  discover  great 
American  savings.  Buy  a  set  of  four  General 
Ameri^Classic  radials  and  get  a  coupon 
book  worth  $685  off  auto  service  and  se- 
lected merchandise  over  the  next  six  years. 

It's  an  offer  that  goes  hand  in  hand 
with  the  General  Ameri ^Classic  —  the 
world's  only  puncture-sealing,  all-season 
radial  with  a  six-year  unlimited  mileage 
warranty.'  * 

See  your  General  Tire  retailer  today  and 
learn  why  —  for  all  the  right  reasons  — 
you  need  the  General  Ameri^Classic 
family  tire. 

"  No  purchase  necessary.  Sweepstakes  open  to  residents  of 
the  Continental  U.S.,  18  years  of  age  or  older  as  of  April 
15. 1986.  Void  where  prohibited  or  restricted  Entry 
forms  and  complete  rules  are  available  at 
participating  General  Tire  retailers 
or  by  writing  to  General  Tire  Entry 
Form  Request,  P.O.  Box  3147, 
Syosset,  New  York  1 1775 
Sweepstakes  ends  Mav 
31,  1986 

•  'See  dealer  for  terms, 
conditions  and 
owner's  obliga- 
tions under  toe 
Ameritf- Classic 
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Science  &  Technology 


Edited  by  Gail  Bronson 


When  it  comes  to  pollution,  India  s  biggest 
river  is  in  a  class  apart.  Technology  could 
clean  it  up,  but  religion  and  tradition  join 
forces  to  resist  any  change. 

Roiling  the 
holy  waters 


flow  seaward  bearing  not  eternal  sal- 
vation but  the  carcasses  of  cattle,  half- 
burned  human  corpses  and  uncount- 
able tons  of  poisons  and  chemical  ef- 
fluents. On  its  banks,  crowds  of 
swarming,  half-naked  men  defecate  as 
smoke  curls  skyward  from  the  nearby 
fires  of  human  pyres  for  cremating  the 
dead.  Through  the  throng  move  bar- 
bers armed  with  razors  to  shave 
mourners'  heads,  while  not  far  away 


By  Mary  Anne  Weaver 


Environment 


To  600  million 
Hindus  of  India, 
it  is  the  holiest 
river  on  earth.  But  a  visitor  to  its 
banks  on  any  given  day  can  behold  a 
spectacle  so  stupefying  as  tc  suggest 
hallucinations  out  of  Dante.  For  the 
sluggish  brown  waters  of  the  Ganges, 
one  of  the  longest  rivers  in  the  world, 


women  blithely  nurse  babies  as  thd 
scrub  laundry  in  the  vile  waters  of  tfl 
Ganges. 

Some  sacred  stream.  That  at  lea|| 
seems  to  be  how  Indian  Prime  Minii 
ter  Rajiv  Gandhi,  an  avowed  agnosti) 
sized  up  the  matter  when  he  assume 
office  1  Vi  years  ago.  Rajiv,  son  of  tn 
late  Indira  Gandhi,  thought  cleanin 
up  the  Ganges  not  only  was  vital  ( 
India's  health  and  economy  but  ala 
would  prove  a  relatively  simple  teq! 
nological  undertaking. 

Gandhi  has  been  proved  right  aboij 
the  technology.  But  he  somehow  loj 
sight  of  an  important  fact  of  life  thi 
applies  as  much  in  India  as  anywhei 
else:  Science  can  often  represent 
threat  to  established  social  order,  anl 
the  successful  implementation  of  sci 
entific  change  requires  not  just  tec! 
nological  knowhow  but  a  sensitivit) 
to  politics  and  the  realities  of  life. 

Rajiv,  in  his  enthusiasm  to  mov 
forward,  has  thus  aroused  noisy  an 
potentially  fatal  opposition  froi) 
well-entrenched  political  and  rel 
gious  leaders  as  well  as  local  industr; 
alists.  All  have  strong  vested  interest 
in  preserving  the  river's  status  qu<j 
and  all  are  now  furiously  battling  R 
jiv's  well-intentioned  cleanup  drive 

Pollution  pours  into  the  river  froi] 
several  sources.  Industrial  effluent 
containing  chromium,  mercury  anl 
magnesium  flow  in  from  132  factorie 

Kaghubir  SmJ 


Visitors  to  Varanasi  gather  at  the  banks  of  the  Ganges 

Unconcerned,  with  bacteria  counts,  Hindus  seek  absolution  in  the  highly  polluted  river. 
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mg  the  river's  banks.  Polluters  in- 
lde  leather  tanneries,  textile  dyeing 
its  and  chemical  plants,  all  of 
lich  dump  untreated  refuse  directly 
to  the  water.  Many  factories,  in- 
iding  such  heavy  polluters  as  the 
esel  Locomotive  Works  in  Varana- 
the  Ordinance  Equipment  plant  in 
npur,  and  Bharat  Heavy  Electricals 
d.  in  Hardwar,  are  owned  by  the 
iian  government  itself. 
Human  ecological  tampering  com- 
unds  the  problem.  Villagers  in  the 
rthern  Himalayas,  where  the  Gan- 
s  has  its  source,  cut  trees  at  will  for 
ewood,  denuding  the  landscape  and 
;ating  water  runoff  problems.  Dur- 
l  the  dry  season,  from  December  to 
le,  farmers  further  downstream  di- 
rt up  to  40%  of  the  river  into  their 
Ids,  thereby  dangerously  lowering 
iter  levels  by  the  time  the  river 
iches  the  Bay  of  Bengal. 
Ln  February  1985  Gandhi  an- 
unced  a  five-year,  $250  million 
:anup  program  for  the  river.  He  es- 
?lished  the  Ganges  Authority, 
:med  of  scientists  and  environmen- 
ists,  to  carry  out  the  mission.  The 
thority  concluded  that  the  installa- 
in  of  sewage  treatment  facilities 
)ng  the  river's  1,560  miles  would,  to 
arge  degree,  solve  the  problem. 
Almost  all  such  river  waste  flows 
>m  29  towns  and  cities  with  popula- 
>ns  over  100,000.  The  plan  calls  for 


Factories  discharge  untreated  waste 
Sensitivity  to  the  realities  of  life. 

wells,  pumping  stations  and  new  sew- 
er lines  to  intercept  open  sewer  drains 
and  ditches  where  they  flow  into  the 
Ganges.  These  new  conduits  would 
direct  sewage  to  treatment  and  recy- 
cling plants. 

Gandhi  has  received  offers  of  tech- 
nological assistance  from  a  number  of 
countries,  including  France,  West 
Germany,  Great  Britain  and  the  Neth- 
erlands. The  Hague  is  willing  to  spend 


$30  million  to  build  the  first  sewage 
treatment  plant  in  Mirzapur,  a  city 
south  of  Varanasi,  and  to  renovate  and 
expand  an  existing  sewage  plant  in 
Kanpur,  to  the  west.  Work  on  the  proj- 
ects could  begin  this  fall. 

Further  aid  has  been  promised  from 
the  World  Bank,  as  well  as  from 
Washington.  The  U.S.  Environmental 
Protection  Agency  is  offering  to  spon- 
sor eight  workshops  on  wastewater 
treatment  and  recycling  technologies 
for  the  Indian  technocrats.  The  U.S. 
Army  Corps  of  Engineers  would  par- 
ticipate as  experts. 

In  total,  the  value  of  all  such  inter- 
national financial  aid  would  match 
Gandhi's  estimated  budget  needs  of 
$250  million.  Yet  none  of  these  for- 
eign agencies  has  received  a  response 
to  offers  of  assistance.  In  fact,  modern 
water  supply  systems,  already  con- 
structed in  Varanasi  courtesy  of  a 
World  Bank  contribution  of  $4.5  mil- 
lion beginning  in  1974,  for  the  most 
part  stand  idle,  as  local  politicians  and 
businessmen  continue  to  block  their 
startup. 

Why  the  opposition?  Simple.  Vara- 
nasi, a  northern  city  of  1,1  million 
Indians,  is  the  spiritual  capital  of  the 
Hindu  religion.  This  holy  center  is 
where  some  6  million  Hindus  arrive 
annually  from  around  the  country  to 
bathe  in  the  river  to  purge  their  sins. 

The  religious  locals  have  branded 


imes  from  funeral  pyres  along  the  hanks  of  the  Ganges 
.ernal  salvation?  Or  hallucinations  out  of  Dante? 
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Where  graphi 


It  isn't  that  today  s  executive  lacks  informa- 
tion. Far  from  it. 

Fact  is.  you  are  deluged  with  information. 

The  problem,  of  course,  is  getting  through 
it  all.  To  get  at  those  relevant  facts  you  need. 

Fortunately,  there  is  a  solution.  The  Smart 
Desk  equipped  with  an  IBM  graphics  display. 

This  kind  of  Smart  Desk  lets  you  look  at 
easily  understandable  pictures— such  as 
graphs,  charts  and  diagrams— instead  of  thou- 
sands of  words.  As  a  result,  you  spend  less  time 
making  your  way  through  data  and  more  time 
making  decisions. 


What  s  more,  with  the  graphics  Smart  Desl 
the  time  you  save  isn't  only  your  own.  For  you 
can  easily  translate  the  information  you  need  t 
share  into  charts,  graphs  and  the  like. 

Case  in  point:  the  business  meeting.  Ac- 
cording to  a  Wharton  School  of  Business  stud; 
on  the  use  of  overhead  projectors,  time  spent  ir 
meetings  can  be  cut  by  some  28%  simply  by 
making  greater  use  of  visuals  such  as  graphics 

The  Smart  Desk  with  graphics  capabilities 
not  only  makes  it  all  possible,  it  makes  it  all 
painless.  Even  if  you"ve  never  sat  in  front  of  a 
computer  before. 


The  Smart  Desk  from  IBM- 


eak  faster  than  words. 


What  you  see  here  are  some  of  the  many,  many  words  it 
would  take  to  describe  what's  on  the  computer's  screen.  And 
even  these  arent  enough.  Here's  what  we  mean.  Sales  began 
on  week  12  with  one  unit  sold.  During  week  13,  four  units 
were  sold.  Week  14,  18  units  sold.  Week  15,  20  units  sold. 
Week  16,  48  units  sold.  Week  17,  42  units  sold.  Week  18,  46 
units  sold.  Week  19,  60  units  sold.  Week  20, 125  units  sold. 
Week  21, 120  units  sold.  Week  22, 146  units  sold.  Week  23, 132 
units  sold.  Week  24, 149  units  sold.  And  week  25, 148  units 
sold.  By  the  end  of  week  15,  an  upward  trend  was  indicated. 
In  order  to  boost  sales  performance  a  three-day  promotion 
was  run,  beginning  at  week  16.  This  promotion  resulted  in 
actually  lower  sales  figures,  as  they  declined  from  48  at 
week  16  to  42  at  week  17,  and  rising  slightly  to  46  at  the  end  of 
week  18.  Following  this  period,  another  upward  trend  began 
with  volumes  up  to  about  125  in  the  next  two  weeks.  How- 
ever, from  that  point  on  sales  became  erratic.  A  study  of 
sales  performance  during  the  last  five  weeks  of  this  period 
indicates  an  approximate  27  unit-per-month  increase  to 
date.  However,  the  erratic  behavior  of  product  sales  (week 
20: 125  units  sold,  week  21: 120  units  sold,  week  22: 146  units 
sold,  week  23: 132,  week  24: 141,  and  week  25: 
148) ,  coupled  with  the  fact  that  volumes  never 
hit  the  150  unit  sales  point  would  indicate  a 
leveling  off  of  demand.  Compared  to  expected 
normal  sales  ranges,  a  standard  pattern  was  fol- 
lowed with  at  no  point  there  being  any  exceptionally 
good  indications.  On  the  contrary,  during  weeks  18 
and  19,  it  was  about  minus  five  to  minus  ten  against 
the  worst-case  of  53  and  76  respectively.  With  the  exception  of  the  promotional  period 
— during  which  greater  sales  were  achieved,  that  is  sales  that  exceeded  the  normal  sales 
range — sales  were  consistently  toward  the  lower-end  side.  Even  though  sales  did  not  exceed 
normal  sales  upper  limits,  they  were  favorable  from  a  competitive-position  perspective.  After 
the  initial  phase  where  sales  were  one,  four  and  18  for  the  first  three  weeks,  against  three,  six  and  11 
for  the  competition,  we  were  above  the  competitive  levels  consistently.  It  should  also  be  noted  that 
as  our  sales  began  to  flatten,  so  did  the  competition.  In  week  16,  our  sales  were  at  48  units,  while  the 
competitive  product  was  at  18  units.  In  week  17,  we  were  at  42,  while  the  competitor  was  at  28.  In  week 
18,  we  were  at  46,  they  were  at  42.  In  week  19,  we  were  at  60,  while  they  were  at  58.  During  week  20,  we 
were  at  125,  they  were  at  74.  In  week  21,  we  sold  120  units,  they  sold  87.  Week  22,  we  sold  146,  they  sold  94. 
Week  23,  we  sold  132,  they  sold  97.  In  week  24,  we  sold  149  units,  they  sold  96.  In  week  25,  etcetera. 


With  the  IBM  3179  G.  for  example,  you  can 
ract  with  your  company's  mainframe  com- 
sr  to  draw  detailed  designs  and  sketches  in 
riety  of  colors.  Even  create  foils  and  main- 
files  of  pictures  for  presentations, 
rhere  is  an  IBM  graphics  display  ready  to 
e  almost  any  desk  a  Smart  Desk.  All  with 
kind  of  high  resolution  that  makes  for  max- 
m  clarity  and  readability.  And  every  one  is 
ted  by  IBM's  commitment  to  service  and 
)ort. 

[f  speeding  the  flow  of  information  interests 
perhaps  you  should  investigate  a  means 
iccomplishing  precisely  that, 
rhe  Smart  Desk. 

Jne  place  where  graphics  not  only  speak 


faster  than  words,  they  speak  for  themselves. 

To  receive  literature,  call  -—— — -  — -  — <* 
1800IBM-2468,  Ext.  7, 
or  send  in  this  coupon. 

I  IT\ 

I  IBM  5  5  I 

DRM.  Dept.  LZ/7 
I  101  Paragon  Drive 
|  Montvale,  NJ  07645 

j  □  Please  send  me  literature  on  the  IBM  graphics  display, 
j  □  Please  have  an  IBM  marketing  representative  contact  me. 

|  Name   | 

|  Title  Phone   | 

j  Company  j 

|  Address   j 

I  City  *tate  Zip   I 

I  I 


©1986  IBM  Corporation 


Science  & 
Technology 


the  Ganges  Authority's  1985  recom- 
mendations as  sacrilege.  Though  Va- 
ranasi  alone  dumps  20  million  gallons 
of  raw  sewage  into  the  river  each  day, 
the  Hindu  priests  deny  the  river  is 
unclean.  They  insist  that  by  defini- 
tion the  sacred  Ganges  is  impervious 
to  pollution. 

"We  can't  tell  people  the  river  is 
impure.  It  offends  their  religious  sen- 
sibilities," insists  the  Hindu  high 
priest  Veer  Bhadra  Mishra,  who  also 
happens  to  be  a  professor  of  hydraulic 
engineering  at  Banaras  Hindu  Univer- 
sity in  Varanasi. 

Yet  the  scientific  evidence  to  the 
contrary  is  overwhelming.  Most  resi- 
dents of  Varanasi  now  suffer  from 
amoebic  dysentery  or  gastrointestinal 
disease,  and  the  reason  is  obvious. 
They  drink  and  bathe  in  the  Ganges, 
which  by  the  time  it  reaches  Varanasi 
has  coliform  counts  of  35,000  per  100 
ml.,  or  35  times  the  safe  level. 

Another  element  in  the  cleanup 
program,  a  Gandhi-inspired  proposal 
to  construct  an  electric  crematorium 
in  Varanasi,  has  met  with  equally 
strong  protest,  in  this  case  from  a 
caste  known  as  the  Donis,  India's 
equivalent  of  undertakers.  The  re- 
mains of  35,000  human  bodies — 
many  only  partially  burned — are 
dumped  annually  into  the  Ganges  by 
this  lowliest  caste  of  Indians,  whose 
hereditary  occupation  is  to  dispose  of 
the  dead.  Hindus,  who  make  up  83% 
of  India's  762  million  citizens,  believe 
that  the  immersion  of  their  ashes  in 
the  Ganges  finally  breaks  the  endless 
cycle  of  birth  and  rebirth,  sending 
them  on  to  heaven. 

Ranjit  Chowdhury,  the  16-year-old 
son  of  the  recently  deceased  Dom 
Raja  (king  of  the  Doms),  now  controls 
the  vast  wealth  and  holdings  of  his 
family  of  undertakers.  He  says  he  will 
follow  his  father's  plans  to  oppose  the 
crematorium.  "I  earn  my  living  from 
the  wages  of  death,"  he  says. 

Gandhi  is  furious  at  such  obstruc- 
tionism. "He  just  can't  understand 
such  mythology  when  we're  about  to 
enter  the  21st  century,"  reports  a 
close  adviser  in  New  Delhi.  In  fact,  it 
appears  that  while  Gandhi  may  be 
ready  for  the  next  century,  many  of 
his  countrymen  are  not.  If  the  lessons 
of  the  Ganges  are  any  guide,  it  will 
take  more  than  simply  extolling  the 
possibilities  of  science  and  technol- 
ogy to  bring  them  around. 


Biotech  issues  are  once  again  cascading  onto  Wa 
Street.  What  was  that  about  suckers,  Mr.  Bamum? 

How  about  a 
smart  pill 
for  investors? 


Genetics 


Psst!  Want  to 
take  a  flier  on 
Oncogene  Sci- 
ence, Inc.?  Whoops,  too  late!  The  bio- 
tech  engineering  stock  came  out  Apr. 
3  at  $6  a  share,  and  within  an  hour  had 
jumped  to  $9.  But  before  you  chase  it 
to  the  moon,  think  of  this:  Oncogene 
Science,  which  is  searching  for  a  cure 
for  cancer,  makes  products  for  re- 
search purposes  only,  accrues  no  net 
earnings,  and  has  essentially  nothing 
but  a  2 '/2-year  history  of  losses  weigh- 
ing down  ethereal  hopes  for  a  payoff 
sometime  in  the  future. 

Granted,  biotechnology  may  be  the 
wave  of  the  future.  But  how  many 
winners  will  there  be?  How  does  one 
spot  the  winners  in  advance?  In  sum, 
how  do  you  evaluate  a  stock  that  has 
neither  sales  nor  earnings?  Put  the 
question  to  Jack  Greenman,  a  partner 
in  William  K.  Woodruff  &  Co.,  Onco- 
gene's underwriter,  and  he  replies: 
"We  looked  at  Becton  Dickinson's 


1983  startup  seed  money  of  $3  mi 
lion.  Imputing  the  cost  of  money 
12%  gives  you  $4  per  share  pit 
change  by  1986.  Pfizer's  involvemei 
also  adds  weight.  And  you  have 
throw  in  something  for  the  science 
What  does  all  that  mean?  Darned 
we  know. 

The  last  time  underwriters  talke 
that  way  was  three  or  four  years  ag| 
and  look  what  happened.  In  the  ove 
whelming  majority  of  cases,  tl 
promised  payoffs  failed  to  materials 
quickly  enough  to  satisfy  investor 
They  soon  sold  off,  sending  stock  vai 
ues  plunging,  sometimes  well  beloi 
their  offering  price. 

Granted,  many  of  those  compank 
are  still  around,  and  a  few  have  eve 
developed  nicely.  When  it  was  take 
public  in  1983  at  $12  per  shart 
Chiron  Corp.  looked  as  shaky  as  tb 
next  venture.  Three  years  later  thl 
firm  has  developed  a  hepatitis  B  van 
cine,  now  in  the  advanced  stages  o 
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(EAKTHROUGH: 

ID  LIFT  TO  LET  A  HUGE  PLANE 
iND  ON  A  SMALL  RUNWAY. 

e  most  large  planes  need  a  lot  of  room 
uch  down  and  come  to  a  stop,  they  can't 
lys  land  where  they  want  to.  But  we've 
doped  a  way  for  very  big  planes  to  land 
ery  short  runways. 

ur  C-17's  engine  exhaust  is  blown  across 
ial  titanium  wing  flaps  to  create  added 
t  low  speeds.  And  that  allows  large  air- 
es to  approach  at  steeper  angles,  land 
horter  runways,  and  make  more  precise 
hdowns. 

lis  revolutionary  technology  will  let  the 
F  C-17  deliver  large  equipment  virtually 
vhere.  It  will  be  able  to  fly  from  the 
ed  States  directly  to  more  than  10,000 
vays  around  the  world, 
e're  creating  breakthroughs  that  make  a 
xence  in  the  way  things  work  and  the 
people  live. 

e're  McDonnell  Douglas. 


IY&  COMMERCIAL  AIRCRAFT  INFORMATION  SYSTEMS  HELICOPTERS  HEALTHCARE  SPACE  &  MISSILES  FINANCING  ENERGY 
IcDonnell  Douglas  Corporation 
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testing  by  Merck  &  Co.,  and  Chiron's 
stock  is  trading  in  the  high  20s. 

Inevitably,  the  few  hits  are  remem- 
bered long  after  most  misses  are  for- 
gotten. Now,  biotech  takeover  fever 
having  hit  the  industry,  people  are 
forgetting  the  lessons  of  only  a  few 
years  ago.  Scientific  progress  is  also 
helping  to  rouse  investor  hopes,  as  are 
he-man  helpings  of  media  hype  such 
as  magazine  headlines  that  proclaim 
that  latest  new  "biotech  superstar." 
Result?  Investors  are  once  again  shell- 
ing out  money  in  the  vague  hope  that 
every  two-bit  company  can  blossom 
into  a  new  Genentech,  a  developer  of 
human  insulin  and  growth  hormone. 
"There  are  so  many  deals  being  done 
now  that  it's  just  outrageous,"  says 
Janice  LeCocq,  an  investment  banker- 
at  Montgomery  Securities. 

In  the  jargon  of  marketing  men, 
many  of  the  newest  offerings  sell  siz- 
zle instead  of  steak.  Says  Arthur  Hale, 
editor  of  Bio-Medical  Insight,  an  indus- 
try newsletter,  "When  I  come  across  a 
prospectus  with  a  glossary  of  terms  in 
the  front  and  a  list  of  advisory  board 
members  longer  than  a  page,  I  run." 

The  current  ploy  in  promoting  pro- 
spectuses is  to  highlight  big  compa- 
nies that  have  agreed  to  finance  bio- 
tech research  and  lock  up  marketing 
deals  far  in  advance  of  any  product 
breakthroughs  by  the  upstart  new 
firms.  Procter  &  Gamble,  Pfizer,  East- 
man Kodak  and  Celanese  have  all  re- 
cently signed  such  pacts  with  young 
firms — only  to  find  themselves  im- 
mortalized in  offering  statements 
soon  thereafter. 

One  such  prospectus  was  for  an  ini- 
tial public  stock  offering  last  month 
by  T  Cell  Sciences,  Inc.,  which  hopes 
to  develop  a  cure  for  everything  from 
multiple  sclerosis  to  AIDS.  The  docu- 
ment goes  so  far  as  to  hype  a  deal  with 
Syntex  on  the  front  cover.  T  Cell 
notes  that  the  West  Coast  pharma- 
ceuticals house,  which  already  owns 
250,000  T  Cell  shares,  plans  to  buy 
$500,000  worth  of  T  Cell  securities  as 
part  of  the  offering.  Buried  inside  is 
the  fact  that  Syntex  can  cancel  its 
four-year,  $4.7  million  research  fund- 
ing commitment  at  any  time  after 
"giving  due  notice." 

How  then  do  money  men  price 
these  frothy  securities?  Easy:  What 
will  the  market  bear?  Montgomery 
Securities  analyst  Scott  King  uses, 
among  other  techniques,  what  he 
calls  "the  Frankenstein  factor" — how 


Biotech  stock  prices  boomerang 


Most  of  these  stocks  tumbled  from  their  initial  offering  prices,  bottomed 
out  in  1984  and  climbed  back  up  even  higher  this  quarter. 


-Price- 


Offering  price 

1983 

1984 

1985 

Company /date  offered 

per  share 

high 

-low 

high- 

low 

high-low 

recent* 

Amgen/1983 

18 

18  - 

5% 

8%- 

3% 

15%- 

4% 

23!/g 

Biogen/1983 

23 

23V*- 

9% 

14  - 

4;/4 

18%- 

5 1/2 

15 

Calif  Biotech/1983 

12 

14  - 

11% 

13%- 

4 '/4 

15  - 

5% 

22 

Centocor/1982 

14 

25'/2- 

12'/4 

16%- 

8 

27%- 

8% 

37% 

Cetus/1981 

23 

19  - 

10V2 

14  - 

8% 

33%- 

8% 

30  % 

Chiron/1983 

12 

12'/>- 

6 

8%- 

4% 

15V4- 

4'/2 

27% 

Collaborative  Research/1982 

11 

15'/2- 

6V1 

10%- 

V  ■ 

7%- 

2% 

gi/g 

Damon  Biotech/1983 

17 

17  - 

6% 

10V4- 

4% 

9%- 

4W 

9%  : 

Enzo  Biochem/1 980 

34%- 

16% 

26Vi- 

11% 

21%- 

10 

17  V* 

Genentech/1980  t 

Ll'Vis 

24%- 

215/l6 

21'/8- 

14% 

37%- 

17% 

77 

Immunex/1983 

11 

13%- 

6 

9  - 

4 

16%- 

4 

14%  | 

Molecular  Genetics/1982 

9 

22%- 

10% 

16%- 

6 

13  - 

6W 

12'/2 

Monoclonal  Antibod/1981 

10 

23%- 

mvi 

15'/2- 

8 

19%- 

7% 

24 

Ribi  ImmunoChem/1981t 

1 

814- 

2% 

6  - 

3 

10  - 

4 

8% 

Synergen/1986 

11 

NA 

NA 

NA 

14 

*As  of  Apr.  11,  1986  close.  tPr 

ices  adjusted 

for  earlier  stock  splits 

NA:  not  applicable 

the  public  feels  about  the  genetic  en- 
gineering business  that  week.  By  con- 
trast, Lawrence  Heiges,  a  partner  at 
Robertson,  Colman  &  Stephens,  likes 
to  size  up  the  competition  and  look  at 
how  much  a  company  can  count  on 
big  corporate  backers  for  research  and 


\\  ,i\  m  Si  in  1  ■ 


Peter  Drake  of  Kidder,  Peabody 
"You  have  to  look  out  to  1990  be- 
fore you  will  see  any  significant 
revenues  and  earnings." 


marketing  muscle. 

Analyst  Peter  Drake  of  Kidder,  Pe 
body  thinks  biotech  stock  valu 
should  be  assessed  in  the  same  wi 
the  stocks  of  big,  well-establishi 
drugmakers  (which  is  what  these  U 
tie  firms  eventually  hope  to  becorrj 
are  being  valued  already — by  lookij 
at  such  obvious  issues  as  potent! 
market  size  for  new  products,  pote 
tial  market  shares  the  firm  may  ca; 
ture,  and  when  a  particular  product 
likely  to  receive  FDA  approval.  Wh 
Drake  says  makes  sense,  but  hq 
many  brokers,  to  say  nothing  of  invd 
tors,  are  qualified  to  judge  all  the 
factors? 

Even  with  the  successful  comp 
nies,  Drake  cautions  that  the  payol 
may  not  begin  until  into  the  next  d 
cade.  "We're  sitting  on  a  powder  k 
of  new  products  that  will  begin  ge 
ting  approval  in  1986  and  will  fla 
rapidly  through  1988,"  he  says.  "B 
even  for  these  near-term  approval 
you  have  to  look  out  to  1990  befo 
you  will  see  significant  revenues  an 
earnings." 

Big  companies  investing  relative 
small  sums  in  these  small  outfits  a 
afford  to  wait  until  then  for  a  possib 
payoff.  But  how  many  investors  ha1 
that  kind  of  patience?  Or  that  muc 
staying  power?  This  year's  hot  fad  a 
too  often  becomes  next  year's  tax-lo 
candidate. — G.B. 
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Unless  your  present  copier  is  from  Kodak,  you 
aren't  using  the  copier  rated  tops  in  the  industry 
in  Datapro's  latest  survey. 

And  that  means  you're  not 
yet  enjoying  the  Kodak  Ektaprint 
"copier-duplicator's  advantages:  supe- 
rior reliability,  superior  copy  quality,  and 
superior  service. 

But  you  can  begin  to  remedy  that  by  calling  1 800 
44KODAK,  Ext  606,  to  arrange  for  a  demonstration. 
See  for  yourself  why  Datapro,  an  independent 
research  organization,  gave  Kodak  copiers  the  advantage  in 
overall  customer  satisfaction  five  years  in  a  row. 
To  read  the  survey  results  no  other  copier  can  duplicate, 
just  write:  Eastman  Kodak  Company,  CP6223,  Rochester,  NY  14650. 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Mexico's  problems  with  earthquakes,  oil 
prices  and  the  peso  have  made  tourism 
more  important  than  ever. 

jBienvenidos, 
gringos! 


By  Alan  M.  Field 


T|he  scars  of  last  September's 
earthquake  in  Mexico  are  bare- 
ly visible  now,  and  prices  at  re- 
sorts, hotels  and  restaurants  are  lower 
than  ever.  The  Mexican  government, 
nevertheless,  still  has  a  tough  selling 
job  on  its  hands  trying  to  revive  tour- 
ism. It's  a  serious  effort.  Last  month, 
for  example,  the  government  an- 
nounced a  series  of  steps  to  assuage 
visitors'  fears  of  everything  from  indi- 
gestion to  bureaucratic  confusion  to 
theft  and  violence  on  the  highways. 

The  new  government  directives 
won't  mean  that  everyone  in  Mexico 
will  suddenly  speak  perfect  English. 
Or  that  a  cure  for  turista  has  been 
found,  or  that  squalid  taco  stands  and 
violence  will  disappear.  Like  all  gov- 
ernment regulations,  they  should  be 
taken  with  the  same  grains  of  salt 
you're  served  with  your  frozen 
margarita. 

But  some  steps  are  bound  to 
have  quick  and  positive  re- 
sults for  tourists  and  other  vis- 
itors south  of  the  border. 
Among  them: 

•  Airfare  reductions  of  up  to 
40%  for  stays  of  more  than  a 
few  days. 

•  Simplified  procedures  for 
the  purchase  and  financing  of 
condominiums  with  Ameri- 
can dollars. 

•  New  regulations  that  al- 
low foreign  yacht  owners  to 
keep  their  vessels  in  Mexico 
for  several  years  at  a  stretch 


(current  regulations  allow  yacht  own- 
ers to  keep  their  boats  in  Mexico  for 
only  six  months  at  a  time).  The  result 
should  be  many  more  boats  and  mari- 
nas available  for  charter  fishing  and 
cruising. 

•  More  police  patrols  to  prevent  vi- 
olent crime  on  Mexican  highways. 

Forbes  recently  checked  out  some 
of  the  newer  vacation  spots,  as  well  as 
some  of  the  more  renowned  places, 
from  seaside  resorts  to  quiet,  old  Indi- 
an towns. 

If  you're  looking  for  the  last  word  in 
luxury  and  tranquillity,  Careyes  may 
be  your  best  bet.  This  resort  on  the 
West  Coast,  about  an  hour's  drive 
north  from  the  international  airport 
at  Manzanillo,  boasts  eye-popping 
views  of  the  Pacific's  craggy  coastline 
and  blue  waters.  You  can  stay  in  a 
spacious,  tastefully  decorated  room 
giving  on  to  the  immaculate  sands,  or 


Anti 
For 


xanqui  mural  in  Oaxaca 
tourists,  all  is  forgiven. 


rent  a  private  villa  poised  atop  a  pr< 
cipitous  cliff. 

There  are  no  billboards,  no  neo 
signs,  no  hawkers  selling  stuffed  igu; 
nas.  The  only  things  to  distract  yo 
from  watching  humpbacked  whale 
dance  in  the  ocean  are  the  explosior 
of  red  and  pink  bougainvillea.  For  th: 
is  nearly  pristine  forest;  except  for 
nearby  Club  Med  (Playa  Blanca),  th 
whole  region  is  owned  by  Italia 
banker  Gianfranco  Brignone,  wh 
btesofegniun    bihit  the  one  hotel,  the  orangf 
tile-roofed  Hotel  Plaza  Ca 
eyes,  a  decade  ago. 

This  is  a  place  to  unwini 
There  are  no  telephones  in  th 
60  rooms  and  20  casitc 
(suites).  But  most  people  seei 
to  prefer  it  that  way.  "I  get  m 
best  ideas  here,"  claims  Kir 
Sokoloff,  a  New  York  inves 
ment  analyst,  who  recentl 
rented  a  red-tile-roofed  vill 
with  private  pool  and  staff  ( 
servants.  No  wonder  Sir  fame 
Goldsmith  and  other  Europ< 
an  industrialists  consider  it 
favorite  place  to  escape  t 
when  they're  in  the  America 
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intaintop  villa  in  Careyes 
billboards,  no  neon,  no  phones. 


Here,  I  guarantee  the  weather  will 
§ood,  and  the  pace  of  life  is  very 
xing,"  says  Sokoloff.  Surprisingly, 
.  can  even  drink  the  water, 
here  is  swimming,  snorkeling  and 
ba  diving  at  the  hotel's  central 
ch,  dancing  at  the  open-air  Disco 
ador,  and  delicately  broiled 
imp  at  the  Restaurant  Mirador, 
p  it.  (The  chef  is  from  Switzerland.) 
late  afternoon,  take  a  horseback 
!  to  the  Playa  Teopa,  a  beach  virtu- 
abandoned  by  day,  but  popular  for 
ching  the  sunset.  In  nearby  la- 
ns  and  rain  forests,  pink  flamingos 
peacefully  on  the  trunks  of  broad 
)a  trees  while  sea  hawks  and  par- 
>  circle  overhead. 

iccommodations  are  a  bargain 
n  in  high  season.  A  two-bedroom, 
>-bath  casita  with  adjoining  living 
m  and  kitchen  goes  for  $200  a 
tit,  even  in  high  season  (Dec.  15 
augh  Apr.  15).  The  much  larger 
as  (currently  five  are  for  rent)  run 
where  from  $450  to  $1,000  per 
set,  complete  with  servants.  They 
accommodate  up  to  six. 
ven  Brignone's  personal  villa  is 
letimes  available.  It  features  a 


two-story  living  and  dining  area,  open 
on  three  sides  to  the  sea,  all  poised 
under  a  giant  palapa  (dried  palm  leaf 
roof),  supported  by  ten  giant  tree 
trunks.  The  view  from  the  upstairs 
bedroom  guarantees  a  perfect  sunset, 
even  when  you're  lying  down.  Cost: 
around  $1,000  per  day.  (For  informa- 
tion about  the  hotel  and  villa  rentals, 
call  800-458-6888,  or  800-227-0212  in 
California.) 

Two  hours  up  the  Pacific  coast  is 
Puerto  Vallarta,  a  far  larger  resort 
town  that  was  once  as  remote  and 
unspoiled  as  Careyes  is  today.  Al- 
though the  high  rises  and  crowds  here 
may  be  a  bit  jarring  after  Careyes,  the 
sun  is  as  bright,  the  beaches  nearly  as 
good,  the  sea  just  as  shimmering — 
although  it  does  rain  more  often  in 
summer. 

The  cobblestoned  village,  filled 
with  whitewashed,  red-roofed  build- 
ings, is  easily  the  most  charming 
beach  town  in  Mexico.  And  its  trendy 
restaurants,  boutiques  and  discos  are 
ample  for  those  bent  more  on  lively 
evenings  than  on  quiet  escape. 

Palm-fringed  Playa  Mismaloya,  just 
south  of  the  town,  is  the  beach  where 


fohn  Huston  filmed  much  of  the  1964 
film  Night  of  the  Iguana.  Richard  Bur- 
ton starred,  and  wife  Liz  Taylor  took 
to  the  place  so  much,  she  invited  the 
international  set,  touching  off  the 
transformation  of  what  had  been  a 
sleepy  fishing  village. 

Try  a  coco  loco  or  pina  colada  on 
the  beach,  while  you  enjoy  the  cool 
breezes  and  panoramic  view  from  the 
bar  of  the  new  La  Jolla  de  Mismaloya 
Restaurant,  which  overlooks  the  bay. 

You  can  hire  a  boat  and  glide 
through  the  giant,  stone  archways, 
called  "Los  Arcos,"  then  try  your  luck 
diving  or  fishing.  Some  boats  will  take 
you  to  the  more  remote  Yelapa,  where 
you  can  swim,  or  ride  a  horse  to  a 
waterfall  in  the  dense  rain  forest. 

The  best  hotels  in  Puerto  Vallarta 
include  the  Posada  Vallarta,  the  Ca- 
mino  Real,  the  Buganvilias  Sheraton 
and  the  Fiesta  Americana,  whose  lob- 
by supports  what  is  probably  the  larg- 
est palapa  in  the  world.  There,  the  El 
Morocco  restaurant  serves  excellent 
continental  food. 

Toward  sunset,  your  best  bet  is  a 
stroll  along  the  Malecon  (an  ocean- 
side  avenue)  to  watch  the  crowds 
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SANDY  LANE  BARBADOS 


PLAZA  ATHENEE  ■  NEW  YORK 


TRALIA,  TOLL  FREE  008-222  446   BAHRAIN,  TOLL  FREE  231021    BELGIUM,  BRUSSELS  (02)  649  2110  •  CANADA,  TOLL  FREE  1-800  223  5672  •  DENMARK  C0PENHA 

The  Finest  Collect! 
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GROSVENOR  HOUSE  •  LONDON 


RITZ  •  MADRID 


)1)  426  11055  IRELAND,  DUBLIN  (01)  764401  •  ITALY,  MILAN  (02)  6702613  •  JAPAN,  TOKYO  (03)  508  2351  •  NETHERLANDS,  AMSTERDAM  (020)  737777  •  NORWAY,  OSLO  (02)  417020 


Hotels  in  The  World. 


URATES,  DUBAI  (04)  245246  ■  UK,  LONDON  (01)  567  3444  •  USA,  TOLL  FREE  1-800  223  5672  ■  WEST  GERMANY,  FRANKFURT  (069)  239196 


VESTON  MANOR  STRATFORD 


With  hundreds  of  hotels  around 
the  world,  Trusthouse  Forte  can  offer 
you  a  choice  whenever  you  travel. 

But  each  hotel  jealously  preserves  the 
individuality  which  has  made  it  special. 

Whether  located  deep  in  English 
countryside,  on  grand  avenues  of  great 
cities  or  overlooking  the  sea  in  beautiful 
resorts,  Trusthouse  Forte  hotels  have  one 
great  virtue  in  common. 

Dedication  to  the  standards  of 
personal  service  that  have  made  them 
famous. 

^Trusthouse  Forte 
Hotels 


The  owner  's  villa  in  Careyes,  rentable  at  $1,000  a  night 
No  need  to  stand  to  catch  the  sunset. 


Photo*  by  NadfaK  Maria 


watch  one  another.  From  a  chair  on 
the  second  floor  of  the  Bar  Oceano, 
you  can  see  the  sun  set  behind  a  stat- 
ue of  a  seahorse,  a  local  landmark.  For 
a  more  panoramic  view  of  the  town, 
drive  south  to  Sr.  Chico's  Restaurant, 
high  above  a  hill  facing  the  town, 
with  a  sweeping  view  of  the  ocean. 

If  water  sports  are  your  aim,  howev- 
er, you  may  be  better  off  heading 
straight  to  Cancun,  the  Caribbean  re- 
sort that  boasts  the  whitest,  purest 
sand  beaches  and  some  of  the  best 
diving  in  Mexico.  If  you  find  the 
glassy,  flat,  Miami  Beach-like  look  of 
the  place  a  bit  severe,  take  a  one-day 
trip  to  nearby  Mayan  ruins  at  Chichen 
Itza,  Tulum  and  Coba.  When  you  tire 
of  archaeology,  you  can  snorkel  in  a 
nearby  lagoon  surrounded  by  its  own 
slice  of  primitive  jungle. 

For  a  folksier,  drier  vacation,  Mexi- 
co offers  a  wide  variety  of  colonial  hill 
towns,  all  of  which  blend  the  attrac- 
tions of  Spain  with  the  more  reliable 
Mexican  climate  and  colorful  culture. 
None  is  more  popular  than  tiny  San 
Miguel  de  Allende,  about  two  hours 
by  car  from  Mexico  City. 

Anyone  who  has  enjoyed  strolling 
the  villages  of  southern  France  or  Italy 
will  delight  in  San  Miguel's  twisting 
lanes,  stately  churches,  neat  public 
gardens  and  well-proportioned,  pas- 
tel-colored homes.  It  is  mainly  a  place 


to  stroll,  relax  and  eat. 

The  Hotel  Casa  de  Sierra  Nevada, 
one  of  the  best  little  hotels  in  the 
world,  has  suites  arranged  like  private 
homes,  surrounded  with  baroque  pati- 
os and  gardens.  Its  restaurant  is  also 
one  of  the  best  in  town. 

The  locals  in  San  Miguel  include  a 
large  North  American  colony,  but 
that  means  many  artists,  students  and 


Puerto  Vallarta,  from  Sr.  Chico's 

The  town  that  Liz  and  Dick  made. 


full-time  residents,  not  just  felloj 
tourists.  There  is  always  a  lot  of  Ei 
glish  spoken  at  the  happy  hour  at  1 
Fragua  piano  bar,  across  the  straj 
from  the  cathedral.  For  brunch,  haO 
out  at  the  Mama  Mia  restaurant 
where  you  can  also  catch  some  ln| 
jazz  or  a  string  quartet  in  the  eveninj 
Then  shop  at  one  of  the  numerous  a 
galleries. 

Oaxaca,  an  hour  south  of  Mexid 
City  by  plane,  offers  many  simil^ 
pleasures:  superb  colonial  archite* 
ture  and  relaxed  atmosphere.  Hert 
too,  you  can  spend  hours  sipping  col 
fee  while  you  watch  the  locals  saunM 
through  the  Zocalo,  the  town  squarj 
to  the  accompaniment  of  the  orgai 
grinders. 

Oaxaca's  special  quality  is  its  Indl 
an  atmosphere  and  heritage,  whic 
rival  that  of  more  remote,  politicall 
insecure  Guatemala  to  the  soutt 
Don't  miss  the  spectacular  ruins  c 
the  Zapotec  and  Mixtec  civilization 
at  Monte  Alban  and  Mitla,  nearbj 
Nor  an  opportunity  to  buy  the  artt 
sania  (authentic  handicrafts  such  a 
serapes,  straw  goods,  blankets)  fl 
their  living  descendants  at  the  livel 
Sabado  and  Benito  Juarez  markets.  It/ 
a  lot  easier,  in  Oaxaca  and  San  Mi 
guel,  to  avoid  the  kitsch  that  saturate 
most  tourist  resorts. 

There  are  no  luxury  hotels  or  rei 
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■T^ed  ar,d  BoVVIed  in  Sco»7 
%t  B>iHsh  Government  Suum?.^ 


UTTYS^J 


.  ENDED 

SCOT  S  WHISKY 

100'/.  Scokh  Whiskies 
"»h  ScoiUndj  best  DiiliHefirt 


Cutty  and  denim. 


ie  day  was  all  business.  The  evening  is  all  yours.  It  starts  with  your  favorite  jeans,  an  understanding 
friend,  and  the  smooth,  mellow  taste  of  Cutty  Sark?  A  taste  to  savor. 
To  send  a  gift  of  Cutty  Sark  anywhere  in  the  U.S.,  call  1-800-BE-THERE.  Void  where  prohibited. 

Cutty  Sark.  Y)u  earned  it. 


1 

rr~i 

6 

i 

1 


7V«        //?  Srttt  Miguel  de  Allende 

As  always,  good  beer  and  tales  of  el  toro. 


taurants  in  Oaxaca,  but  the  Hotel  el 
Presidente,  an  attractive,  410-year-old 
former  convent,  is  the  most  atmo- 
spheric and  comfortable. 

Most  trips  to  these  hill  towns  are 
framed  by  a  night  .or  two  in  Mexico 
City,  the  country's  polluted,  over- 
stuffed capital — the  largest  city  in  the 
world  (17  million  inhabitants).  It's  far 
easier  to  bypass  the  capital  when  you 


fly  directly  to  beach  resorts  like  Ca- 
reyes  (through  the  airport  at  Manzani- 
llo)  or  Cancun.  But  if  you  haven't 
spent  at  least  a  few  days  in  Mexico 
City,  you  may  be  surprised  to  discover 
its  enormous  variety  of  historical  and 
architectural  sights,  as  well  as  several 
little-trafficked  museums,  such  as  the 
National  Picture  Gallery.  Don't  miss 
the  highly  popular  Museum  of  An- 


Oaxaccm  woman  at  her  loom 
Artesania  you  won't  find  elsewhere. 


thropology,  the  enormous  Zocalo  the 
largest  public  square  in  Latin  Amerfl 
ca)  or  the  fashionable  shops  in  the 
Zona  Rosa  (Pink  Zone)  near  the  el  J 
gant  Paseo  de  la  Reforma. 

Among  the  capital's  most  notable 
Mexican  (not  Tex-Mex)  restaurant! 
are  the  San  Angel  Inn  (great  cevichs 
and  mole  poblano)  and  Hacienda  do 
los  Morales,  both  authentic  colonial 
structures.  For  something  homier,  trl 
the  Fonda  del  Recuerdo  (where  vol 
may  be  entertained  by  two  Veracrua 
style  bands  noisily  competing  fdj 
your  attention)  and  the  newly  rerun 
bished  Focolare,  where  Yucatan  dishj 
es,  as  well  as  seven  different  types  ol 
Oaxacan  mole  (Indian  chocolata 
sauce  are  a  specialty  . 

Note:  As  weak  and  unpredictable  as 
the  Mexican  peso  has  become  recenti 
ly,  resort  owners  have  taken  to  quot) 
ing  prices  in  dollars  for  most  luxurjj 
hotels.  But  in  hill  towns  like  San  Ml) 
guel  and  Oaxaca,  as  well  as  in  Mexicfl 
City,  you  can  still  get  bargains  bj 
traveling  independently  and  taking 
advantage  of  the  latest  dip  in  the  peso] 
First-class  hotels  in  those  towns,  likf 
Mexico  City's  Camino  Real,  fetch  I 
very  moderate  $55  to  $60  at  todayH 
exchange  rate.  But  that's  the  kind  d 
bargain  you'll  soon  become  used  to  il 
you  start  traveling  in  Mexico  today. 
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Careers 


Whether  to  accept  early  retirement  could 
be  the  toughest  decision,  of  your  career, 
and  you  have  little  time  to  weigh  it.  But 
there  is  more  to  consider  than  the  numbers. 

Hang  tough, 
or  take  the 
gold  watch  early? 


By  Janet  Bamford 

Iast  September,  when  CBS  an- 
_  nounced  it  was  joining  the  in- 
I  creasing  number  of  companies 
trying  to  lure  employees  into  early 
retirement,  James  Rosenfield,  senior 
executive  vice  president  of  the 
CBS/Broadcast  Group,  began  mulling 
over  the  possibilities.  His  long-range 
plans  always  had  included  setting  up 
his  own  company,  and  Rosenfield  had 
once  decided  he'd  take  the  plunge 
when  he  was  55.  That  milestone  had 
come  and  gone  the  previous  year. 

Ironically,  one  of  the  reasons  he 
wanted  to  go  into  business  for  himself 
was  to  preclude  ever  being  pushed  out 
the  door.  "The  one  thing  I  wanted  to 
avoid  in  life  was  being  told  at  a  partic- 
ular age  that  I  had  to  retire,"  says 
Rosenfield.  "The  only  way  to  avoid  it 
is  to  be  in  your  own  business." 

He  eventually  made  up  his  mind  to 
take  CBS'  package  (although,  he  says, 
he  didn't  make  his  final  decision  until 
the  last  minute — the  morning  the  of- 
fer expired). 

His  early-retirement  deal,  as  is  typi- 
cal, had  some  sweeteners.  He  still  has 
paid  medical  insurance  and,  since  he 
retired  rather  than  quit,  he  has  a  full 
three  years  to  exercise  his  CBS  stock 
options. 

But  the  biggest  come-ons  were  the 
pension  provisions.  For  purposes  of 
calculating  retirement  benefits,  5 
years  were  added  to  Rosenfield's  age 
and  5  to  his  20  years  of  CBS  employ- 


es 


ment.  So  he  walks  away  with  an  esti- 
mated 45%  of  his  previous  salary- — a 
nice  cushion  as  he  sets  up  an  indepen- 
dent television  production  company. 

Even  with  such  a  sweet  deal,  how- 
ever, Rosenfield  says  it  was  still  a 
tough  call.  "From  an  academic  stand- 
point it  was  an  easy  decision.  But  I 
had  to  walk  away  from  a  major  salary 
[over  $400,000  a  year  in  total  compen- 
sation] and  a  big  support  system,  and 
it's  very  difficult  to  do,"  says  Rosen- 
field. "Now  I  have  to  write  my  own 
speeches,  work  up  my  own  business 
plans  and  take  taxis,  but  I  have  no 
regrets."  Rosenfield  was  one  of  600 
CBS  employees  to  take  the  bait,  out  of 
2,000  who  were  eligible. 

CBS  is  but  one  of  a  long  list  of 
companies  looking  to  cut  costs  by 
nudging  employees  off  the  payroll. 
Other  examples:  Union  Carbide,  Phil- 
lips Petroleum,  AT&T,  Du  Pont,  Al- 
lied-Signal, Tenneco,  Polaroid  and 
Nabisco  Brands.  About  a  third  of  more 
than  500  companies  recently  sur- 
veyed on  voluntary  separation  pro- 
grams by  Hewitt  Associates,  an  em- 
ployee benefits  counseling  firm,  had 
offered  such  packages.  About  50  com- 
panies expected  to  offer  such  a  plan 
sometime  in  1986. 

Most  early-retirement  programs  are 
one-shot  deals.  Employees  have  60  or 
90  days  to  decide  to  take  a  sweetened 
package  or  take  their  chances  on  sur- 
vival. That's  not  a  terribly  long  time 
to  make  one  of  life's  major  decisions. 

If  you  are  offered  early  retirement, 


first  take  a  careful  look  at  the  nu 
bers.  They  alone  probably  won't  o 
vince  you  to  take  the  package,  1 
they  may  indicate  that  you  should] 

Retirement  counselors  estim 
that  to  maintain  a  comfortable  li 
style  most  people  considering  ea 
retirement  need  an  income  that  v 
equal  at  least  60%  of  their  prereti 
ment  salary.  "Obviously  it  depei 
on  your  age  and  lifestyle.  Anyone  Mil 
thinks  it  has  to  be  100%  is  nuts,  a 
anyone  who  thinks  they  can  live 
50%  is  nuts,"  says  Joseph  Perkij 
Polaroid's  corporate  retirement  mj 
ager.  "I  always  tell  people  they  shoij 
try  to  do  something  on  their  oi 
that's  equivalent  to  about  10%." 

What  will  your  pension  be,  a 
what  might  it  amount  to  if  you  mj 
age  to  stick  it  out  until  normal  retii 
ment  age?  Some  companies  simj 
remove  an  actuarial  penalty  for  sta 
ing  benefits  early.  Others  will  go 
step  further  and  add  a  bonus  numl 
of  years  to  your  age  and  years  of  si 
vice  at  the  company.  If  you're  retiri 
before  62,  the  earliest  age  that  you  c( 
take  Social  Security  benefits,  soi) 
firms  will  pay  you  a  percentage  of  t 
Social  Security  benefits  that  haver 
kicked  in  yet  to  bridge  the  gap.  (In) 
dentally,  if  you're  65,  maximum  S 
cial  Security  benefits  are  $9,120 
year;  at  62,  they're  $7,560  a  year.) 

Most  firms  offer  some  continu 
medical  coverage,  although  they  ml 
require  copayment  by  the  retio 
"Otherwise  employees  won't  ta 
early  retirement.  Medical  is  too  bij 
ticket  item,  especially  for  people  wi 
are  too  young  for  Medicare,"  sa 
Maryann  Laketek,  a  Hewitt  Ass 
ciates  benefits  consultant. 

One  mistake  employees  often  mai 
is  not  looking  far  enough  into  t| 
future.  "You  need  to  analyze  the  di 
lars  ten  years  out  into  retirement  ai 
estimate  what  you'll  need  then,  a 
just  for  the  first  year,"  says  GeoB 
Barbee,  a  personal  finance  expert  wii 
a  division  of  Price  Waterhouse. 

Make  certain,  too,  that  there  arei 
any  income  gaps  lurking  in  the  futui 
"If  your  company  is  going  to  pay 
severance  from  age  60  to  62,  but  thi 
you  can't  get  retirement  income  un 
age  65,  you  might  have  to  drop  to ; 
income  level  that  doesn't  make  sen 
for  a  few  years,"  says  Laketek. 

And  examine  what  happens  to  yoi 
retirement  benefits  if  you  hang  in  I 
a  few  more  years.  Many  pension  pla; 
are  final  average  pay  plans.  That  : 
your  benefits  are  based  on  your  sala 
in  the  last  years  before  retiremer 
"The  individual  who  is  55  may  decil 
it  doesn't  make  sense  to  retire  early, 
his  pay  continues  to  increase  at  5% 
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a  year,  not  only  will  the  individ- 
lave  ten  years  more  of  service,  but 
pay  is  compounding  and  the  indi- 
lal  could  at  least  double  his  pen- 
,  without  any  early-retirement 
;fits,"  says  Laketek. 
f  course,  that  presupposes  you  can 
ive,  and  even  thrive,  at  the  com- 
1  until  retirement.  That  might  not 
asy  in  a  corporation  desperately 
ling  employee  costs, 
ans  vary  in  their  generosity.  Like 
,  Du  Pont  added  5  years  to  an 
loyee's  age  and  5  years  to  his  ser- 

tenure  in  figuring  pension  bene- 

A  manager  who  was  53  and  had 
rears  at  Du  Pont  became  eligible 
:he  pension  of  a  5  8 -year-old  with 
^ears  of  service.  For  a  $50,000-a- 

manager,  the  difference  meant  a 
tthly  pension  increased  to  $1,350 
anth,  from  $530  a  month. 
)laroid  (which  has  had  six  early- 
ement  programs  since  1973)  sim- 
offered  a  cash  bonus.  If  you  were 
)r  older,  the  company  paid  one 
ith's  pay  for  every  year's  service, 
iloyees  younger  than  50  were  paid 

on  a  sliding  scale,  and  those  un- 
45  were  paid  one  month's  salary 


for  every  two  years  of  service.  Phillips 
Petroleum's  most  recent  plan  (two 
were  offered  in  1985,  and  another  was 
announced  early  last  month)  com- 
bined several  elements.  The  company 
offered  a  severance  package  to  em- 
ployees that  paid  two  weeks'  salary 
for  every  year  of  service,  up  to  a  maxi- 
mum of  one  year's  pay.  Phillips  added 
three  years  to  an  employee's  assumed 
age  and  service  tenure  in  calculating 
pension  benefits. 

But  numbers  are  only  half  the  story, 
especially  for  those  who  may  be  in 
their  early  50s  or  younger  and  want  to 
continue  working  full  time.  What  are 
job  prospects  elsewhere?  How  vulner- 
able are  you  to  being  laid  off  if  you 
stick  around?  The  best  clue  to  that 
question,  of  course,  is  how  general  the 
early-retirement  offering  is.  Often  a 
plan  will  be  restricted.  Recent  Polar- 
oid and  AT&T  packages,  for  example, 
were  not  offered  across  the  board.  Ob- 
viously, those  who  were  eligible  for 
early  retirement  were  being  told 
something.  The  more  specific  and  the 
smaller  the  plan,  the  worse  things 
bode  for  those  who  reject  it. 

It's  a  time  to  put  some  blunt  ques- 


tions to  your  boss,  too.  "We  had  one 
55-year-old  man  who  told  his  boss 
that  he  didn't  really  want  to  accept 
the  package  but  wanted  to  know  what 
the  next  seven  years  held  for  him  at 
the  company,"  says  Adela  Oliver,  an 
outplacement  counselor  in  New  York 
City.  "His  boss  said,  'You  will  always 
have  a  job  with  us,  but  you'll  have  a 
position  at  a  lower  level,  and  you're 
already  above  that  salary  range  now. 
So  you  can't  expect  you'll  get  any 
increases  in  salary  between  now  and 
when  you're  62.'  " 

Also  take  a  good  look  at  your  com- 
pany's overall  financial  health,  as 
well  as  its  vulnerability  to  a  merger  or 
takeover.  Oliver  further  suggests  get- 
ting frank  performance  appraisals.  "If 
they  have  been  merely  satisfactory, 
not  glowing,  your  chances  of  surviv- 
ing a  takeover  or  reorganization  are 
virtually  nil,"  she  says. 

If  you  choose  to  leave,  don't  expect 
the  corporate  world  to  beat  a  path  to 
your  door.  Oliver  reports  that  the 
prospects  are  dismal  for  finding  a  sim- 
ilar job  in  a  large  publicly  owned  cor- 
poration at  the  age  of  55  or  older.  "We 
find  our  clients  have  the  best  luck 
with  small  to  medium-size  compa- 
nies needing  seasoned  executives  who 
know  how  to  run  a  business,"  says 
Oliver.  "Executives  don't  get  the 
same  salary  but,  with  early-retire- 
ment pay,  often  they  can  afford  to 
take  a  step  back  in  salary." 

Some  of  the  happiest  success  sto- 
ries are  from  those  like  James  Rosen- 
field,  who  have  been  nudged  into 
starting  their  own  ventures  or  who 
switched  fields  altogether.  They  re- 
port a  sort  of  "repotting  effect."  Ken 
Mayhew,  a  50-year-old  former  civil 
engineer  for  Du  Pont,  now  works  in 
resort  real  estate  sales.  Adding  that  to 
his  pension,  he  makes  more  than  he 
did  before. 

Ned  Herrmann,  a  former  General 
Electric  management  education  man- 
ager, took  early  retirement  a  few  years 
ago.  He  moved  from  Connecticut  to 
Lake  Lure,  N.C.  and  started  a  compa- 
ny that  runs  "creativity  seminars"  for 
GE  and  other  companies  on  a  contract 
basis.  He,  too,  reports  that  life  is 
sweeter. 

"The  reason  a  lot  of  people  go  for 
these  early-retirement  programs  is 
the  money,"  says  Polaroid's  Joseph 
Perkins.  "But  when  I  chat  informally 
with  people,  I  try  to  tell  them  that  it's 
only  money  and  if  it's  not  the  right 
time  emotionally  to  make  the  transi- 
tion, don't  do  it.  I  have  made  a  pact 
with  myself  never  to  accept  one  (ear- 
ly-retirement package).  I  want  to  stay 
until  I  have  a  proper  retirement  with- 
out one."  ■ 
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Faces 

Behind  the  Figures 


Kdited  bv  Harold  Seoeker 


Only  the  bold 

In  1979  John  Bookout,  chief  execu- 
tive of  Shell  Oil  Co.,  surprised  his 
peers  by  paying  $3.7  billion  for  Bel- 
ridge  Oil — then  the  largest  acquisi- 
tion ever — and  proceeded  to  prove  he 
could  get  nearly  twice  as  much  oil  out 
of  Belridge  as  anyone  thought  possi- 
ble. Now,  as  other  major  oil  compa- 
nies recoil  from  exploration,  Bookout 
is  spending  more  than  he  ever  did 
during  the  boom. 

Shell  (1985  revenues,  $20.5  billion) 
could  spend  about  $2.5  billion  this 
year  on  exploration  and  production, 
down  a  bit  from  last  year's  $2.8  bil- 
lion, when  Shell  ran  across  a  passel  of 
offers  it  couldn't  refuse  even  as  the  oil 
bust  deepened,  but  still  above  1981's 
$2.3  billion.  "I  just  can't  see  being 
terror  stricken,  waiting  for  everything 
to  unfold,"  says  Bookout,  63,  a  World 
War  II  bomber  pilot.  "To  be  success- 
ful, you  have  to  get  a  charge  out  of 
risk-taking.  The  competitive  spirit, 
pushing  to  the  brink,  that's  what  it's 
all  about." 
Bookout,  a  geologist  by  training, 


Shell  Oil  Co.  's  John  Bookout 

"I  can't  see  being  terror  stricken." 

also  knows  when  to  refuse  a  risk. 
Shell  bought  fewer  offshore  explora- 
tion leases  and  forsook  Oklahoma  en- 
tirely when  prices  in  those  places  got 
too  high  between  1979  and  1982 — 
decisions  that  made  Shell  look  stodgy 


then  and  smart  now.  "We  don't  bui 
up  against  extremes  either  way,"  si 
Bookout. 

"I  see  no  reason  to  change  my  loi 
standing  belief  that  oil  and  gas  i| 
good  business  to  be  in,"  Bookout  sai 
"I  look  forward  to  the  next  couple 
years  with  considerable  exciteme| 
because  I  think  it  will  open  up  oppi 
tunities  to  make  Shell  a  bigger  a 
more  profitable  oil  company,  fas 
and  to  a  much  greater  extent  tn 
before." — Toni  Mack 


T  man  videos 

We  have  to  get  to  the  small  ban 
before  the  druggies  do,"  sa 
Charles  Morley,  former  chief  inves 
gator  for  the  Senate  Permanent  Inv* 
tigations  subcommittee.  Morley,  <t 
has  a  thriving  little  videocasset: 
based  programming  business  tH 
aims  at  doing  just  that.  For  $495  Mi 
ley's  CGM  Group,  Inc.,  based  in  ^ 
lington,  Va.,  sells  to  banks  (or  ren 
for  $195)  a  30-minute  videotape  ai 
instruction  book  entitled  Dirty  Mori 
A  Banker's  Guide  to  Self-Defense.  T| 
tape's  purpose  is  to  instruct  branl 
managers  and  tellers  of  small  and 
gional  banks  on  how  to  spot  mon 
laundering  by  customers.  The  tap 
offer  such  tips  as:  Beware  of  repo 
buyers  of  four-digit  cashier's  checl 
watch  out  for  sudden  large  increas 
in  cash  deposits  by  small  business 


Videocassette  programmer  Charles  Morley 
"Money  laundering  is  going  on  under  the  bankers'  damned  noses. 
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AT&T  INTERNATIONAL  LONG  DISTANCE  SERVICE 


TheLondon 
market  just 
closed  up  a  few 
points.  I  think 
your  company 
should  buy  a  few 
thousand  shares'. 


"Thanks  a  million'. 


Imagine  if  they'd  waited  to  send  a  telex. 
Instead  of  having  an  edge  on  what's  going 
on,  they  might  have  missed  out. 

For  up-to-the-minute  business  informa- 
tion, there's  nothing  like  AT&T  International 
Long  Distance  Service.  Because  the  tele- 
phone lets  you  share  ideas  in  a  way  that 
would  be  impossible  by  telex. 

AT&T  provides  many  other  international 
services  and  applications  that  treat  you  like 
the  unique  businessperson  you  are.  To  find 
out  how  these  services  can  help  pick  up 
your  international  business,  pick  up  the 
phone  and  call  your  Account  Executive  at 
AT&T  Communications. 

Or  call  an  AT&T  Sales  Specialist  toll  free 
at  1  800  222-0400  ext.  512. 


985  AT&T  Communications  . 

^national  servicu  to  and  from  continental  u  s. 


AT&T 

The  right  choice. 


Faces 

Behind  the  Figures 


Michael  L  Afaq 


Dr.  Martin  Bruetman  of  High  Tech  Medical  Park 
Boutique  service  makes  hospitals  nervous. 


(convenience  stores  are  popular);  stay 
on  the  lookout  for  small  businesses 
that  suddenly  start  wiring  money  to 
foreign  accounts. 

Until  now,  small-town  banks  have 
been  unprepared  for  money  launder- 
ers,  who  have  become  interested  in 
them  as  a  result  of  a  recent  Treasury 
crackdown  on  money  laundering  via 
large  urban  banks.  Treasury  is  insist- 
ing on  strict  compliance  with  banking 
regulations  requiring  banks  to  report 
all  cash  transactions  of  $10,000  or 
more.  Thus  launderers  have  begun  us- 
ing networks  of  runners  who  daily 
take  cash  deposits  of  between  $5,000 
and  $9,999  to  each  of  perhaps  a  dozen 
or  more  small  banks  or  branches  in 
order  to  avoid  the  cash  reporting  re- 
quirements. Known  as  "smurfs,"  the 
runners  get  commissions  for  convert- 
ing cash  to  cashier's  checks. 

So  far,  the  Independent  Bankers  As- 
sociation has  licensed  Morley's  video 
for  its  members;  Interpol  has  signed 
up  versions  for  cassettes  in  English, 
French  and  Spanish;  and  the  FBI,  CIA, 
FDIC  and  Federal  Reserve  are  using 
versions. 

"Money  laundering  is  going  on  un- 
der the  bank  managers'  damned 
noses,"  says  Morley,  "and  they  don't 
know  enough  to  know  what  they  are 
seeing." — Allan  Dodds  Frank 


One  CAT  scan,  to  go 

You  can  get  a  mammogram  at  Dr. 
Martin  Bruetman's  High  Tech 
Medical  Park  in  suburban  Chicago  for 
$60 — less  than  half  what  some  area 
hospitals  charge  for  the  X  ray  that 
checks  for  breast  cancer.  Bruetman 
has  other  bargains — an  EEG  ($80  at 
High  Tech,  $160  elsewhere),  a  chest  X 
ray  ($40  at  High  Tech,  $60  else- 
where)— between  14%  and  53%  less 
than  standard  rates.  This  is  no  one- 
shot.  High  Tech  Medical  Park  is  the 
first  such  freestanding  high-technol- 
ogy treatment  center  in  the  country, 
and  it's  making  hospital  administra- 
tors nervous. 

Bruetman  and  34  others  invested 
$18  million  in  the  center,  which 
opened  in  March.  Five  HMOs  (health 
maintenance  organizations)  have 
since  agreed  to  refer  patients  to  it.  The 
center  has  a  computerized  X-ray  ma- 
chine (cost:  $1.6  million),  a  magnetic 


resonance  image  scanner  to  detect 
brain  and  spine  abnormalities  ($1.9 
million) — some  $7.8  million  in  equip- 
ment total.  A  Cine-CT  scanner,  used 
in  the  detection  of  heart  disease,  is 
one  of  only  five  in  the  country. 

Bruetman,  52,  expects  the  center  to 
serve  some  30,000  patients  a  year, 
bringing  in  revenue  of  about  $5.6  mil- 
lion. The  facility  will  offer  some 
walk-in  services,  such  as  mammo- 
grams, but  most  of  its  business  will 
come  on  doctors'  referrals.  Says  Bruet- 
man, a  practicing  neurologist:  "We're 
going  to  be  a  boutique  service — the 
Neiman-Marcus  of  health  care." 

Maybe  so.  The  center  even  accepts 
credit  cards. — Jan  Parr 


Entrepreneur  maker 

Majority  owner  and  chairman  of 
the  Philadelphia  Coca-Cola  Bot- 
tling Co.,  J.  Bruce  Llewellyn,  is  one 
Dr.  J  fan  who  wants  the  famous  bas- 
ketball player,  also  known  as  Julius 
Erving,  to  hang  up  his  sneakers.  Three 
years  ago  Llewellyn,  Erving  and  Bill 
Cosby  agreed  to  buy  the  Coke  bottler, 
and  they  have  since  increased  annual 
sales  54%,  to  about  $100  million.  The 
company  is  now  the  largest  minority- 
owned  bottler  in  the  nation  and  the 
15th-largest  Coke  franchise  (of  500) 
overall. 

After  careers  in  law  and  govern- 
ment, Llewellyn,  58,  has  become  one 
of  the  nation's  leading  black  entrepre- 


neurs— and  entrepreneur-creata 
Llewellyn  for  16  years  ran  and  larg< 
owned  Fedco  Foods,  an  independ« 
New  York  City  grocery  chain.  Foul 
ed  in  1969,  the  firm  grew  from 
stores  to  29,  with  $100  million 
sales  by  1983.  That  year  Lie  well 
sold  the  chain  piecemeal  to  minor 
independents. 

Carol  Hail 


Entrepreneur  J.  Bruce  Llewellyn 
Food,  TV,  and  Dr.  J,  too. 
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The  Home 
Of  The  Brave 


The  Board  Room. 

An  extremely  sensitive 
hese  days. 

Several  corporations  have 
:heir  outside  directors  resign 
isse. 

Many  other  companies  are 
ing  an  exodus  of  directors 
no  longer  will  risk  serving 
itside  boards. 

And  the  list  of  organiza- 
having  difficulty  attracting 
oard  talent  is  mounting  daily. 

The  situation  is  growing 
il  for  corporations  grappling 
:ough  issues  such  as  asset 
•loyment,  restructuring,  and 
vers.  At  a  moment  when 
jrgently  need  experienced 
Dower,  they  are  losing  it. 

What  is  worrying  the 


executives  who  steer  America's 
corporations? 

The  very  same  thing  that's 
unnerving  their  insurers:  lawsuits. 

Available  data  suggest  that 
the  number  of  companies  experi- 
encing claims  against  directors 
has  doubled  in  the  last  decade. 

Not  unexpectedly,  insur- 
ance for  directors  and  officers, 
once  a  common  commodity,  has 
become  very  scarce  and  very 
expensive.  Many  corporations 
have  been  forced  to  "go  bare." 

The  directors'  insurance 
dilemma  echoes  the  medical 
malpractice  insurance  crisis, 
where  a  barrage  of  lawsuits  and 
rocketing  premiums  are  sending 
shock  waves  through  the  entire 
medical  profession. 


Now  "management  mal- 
practice" suits  are  multiplying, 
spurred  by  a  legal  environment 
in  which  the  definition  of  liability 
constantly  expands  and  jury 
awards  more  closely  resemble 
rewards. 

Tort  reform  clearly  is  in 
order.  The  litigation  epidemic  in 
America  must  be  brought  under 
control. 

Encouraging  legislators 
to  act  now  might  be  the  wisest 
decision  a  corporation  could 
make  in  its  own  behalf. 


JOHNSON 
J&OIGGINS 


NSURANCE  MANAGEMENT  SERVICES.  HUMAN  RESOURCE  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD. 


Consulting  on  a  lot  more  than  insurance. 


Faces 

Behind  the  Figures 


More  recently,  Llewellyn  put  to- 
gether 12  of  America's  more  notable 
black  citizens  (including  former  U.N. 
Ambassador  Donald  McHenry  and 
Edward  Lewis,  publisher  of  Essence 
magazine)  to  buy  the  leading  Buffalo, 
N.Y.  television  station  for  $65  mil- 
lion from  Capital  Cities/ABC. 

What  about  Dr.  J,  who  says  he 
wants  to  play  another  year?  Llewellyn 
doesn't  mince  words:  "I  expect  him  to 
put  in  a  lot  of  time  here,  not  just  go 
around  cutting  ribbons.  He  has  a  few 
million  invested  in  this  place.  If  he 
wants  his  money  to  grow,  he'll  have 
to  get  conversant  with  the  bottling 
business." — Allan  Dodds  Frank 


"A  misguided  investment" 

Geoffrey  Taylor,  having  made  a 
mistake  he  won't  repeat,  now 
knows  bureaucracy  can  hustle  when 
it  wants  to.  As  head  of  Britain's  Mid- 
land Bank,  the  world's  22nd  largest,  it 
took  Taylor  14  months  to  get  govern- 
mental approval  to  buy  San  Francisco- 
based  Crocker  National  Bank  in  1980. 
But  it  took  only  4  months  to  get  per- 
mission to  sell  it  to  Wells  Fargo  Bank. 
The  deal,  announced  in  February,  will 
be  completed  later  this  month.  "The 
[U.S.]  banking  climate  has  changed, 


Sallv  Firar  Impact 


British  banker  Geoffrey  Taylor 

After  Crocker,  a  search/or  niches. 


and  it's  in  nobody's  interest  to  have  a 
vacuum  in  California,"  says  Taylor. 

The  sale  won't  rid  Taylor  of  all  of 
Crocker.  Midland  absorbed  its  inter- 
national business  in  1985,  including 
$2.4  billion  in  loans  to  South  Ameri- 
ca. "Latin  America  is  no  longer  homo- 
geneous," Taylor  reports.  "Argentina 
gets  better,  but  Peru  doesn't  improve 
and  Chile  gets  slightly  worse."  Brazil 
($755  million)  is  the  biggest  part  of 
the  portfolio  and  "it's  undoubtedly 
better  than  this  time  last  year  because 
of  reduced  oil  prices."  But  Mexico 
($576  million)  is  in  worse  shape.  "I'm 
a  long-term  optimist  for  Mexico.  Cap- 
ital flight  seems  to  have  changed,  be- 
cause the  squeeze  is  on  the  peso  and 
there  aren't  any  to  fly  outside  the 
country.  They're  improving  exports, 
and  inward  investment  is  easier." 

All  very  well,  but  what  about  that 
other  debtor  nation,  the  U.S.?  He 
sighs.  "Our  strategy  in  the  U.S.  fol- 
lowing Crocker  will  be  to  find  some 
investment  banking  niche;  not  do 
commercial  banking,  but  more 
wholesale-related."  Midland,  Taylor 
concludes,  is  out  of  U.S.  retail  bank- 
ing for  good.  "All  over  the  world  do- 
mestic banks  have  an  enormous  ad- 
vantage in  the  retail  market.  Crocker 
was  a  misguided  investment  on  our 
part  in  the  first  place." — Marcia  Berss 


Business  inventor 

How  unlikely  can  the  makings  of  a 
good  business  be?  You  might  ask 
Bill  Parsons,  37.  Parsons  was  not  ex- 
actly thrilled  with  his  prospects 
teaching  high  school  math  in  San  Luis 


Obispo,  Calif.,  but  he  did  not  see 
great  future  in  returning  to  his  ont 
other  job  either — as  a  part-time  sec 
rity  guard  while  attending  UCLA.  H 
other  skills?  "I  knew  how  to  motival 
kids  as  a  teacher."  From  coachii 
football  he  also  knew  how  to  contri 
groups  of  rowdy  adolescents. 

After  some  thinking,  Parsoi 
moved  to  Los  Angeles  and  with 
friend  formed  Event  Management,! 
crowd  control  firm  for  rock  concert 
The  $58,000  the  pair  raised  went  fj 
insurance,  uniforms  and  rent. 

Parsons'  edge:  his  one-day  course 
"preventive  crowd  maintenance 
where  staffers  learn  to  team  up  quia 
ly  and  early  against  trouble.  The  styl 
"We're  no  longer  the  bad  guys,  we1 
the  kids'  peers.  We  never  use  fori 
until  it's  a  life-threatening  situation 
By  contrast,  competing  crowd  contr 
firms  sometimes  do,  with  unfortt 
nate  results.  Example:  armed  off-du 
policemen  who  played  rough  at  a  1 93 
concert  of  the  heavy  metal  group  Mc 
ley  Criie  and  in  the  process  near 
started  a  riot. 

Parsons'  staffers  are  unarmed,  ai 
so  far  his  bookings  have  been  conspi 
uously  trouble-free.  This  year  Eve: 
Management's  revenues  should  rea« 
$2.5  million  from  concerts  by  tl 
likes  of  Madonna,  Tina  Turner  an 
Frank  Sinatra.  On  May  18  his  groi 
will  undertake  its  biggest  challen, 
yet— crowd  control  for  Kodak's  Libe 
ty  Ride,  a  fundraiser  in  100  cities  f 
the  Statue  of  Liberty  restoration.  C 
the  other  hand,  that  hardly  souni 
like  an  affair  bursting  with  beer  ai 
dope-zonked  kids. — Gail  Buchalter 
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"A  LOT  OF  PEOPLE  ASK  IF  THE  COMPUTER 
WUSTRY  IS  MARKET  OR  TECHNOLOGY  DRIVEN. 
T'S  NEITHER? 


DR.  AN  WANG 


1 


•e  momentum  in  this 
rs  does  not  come  in 
ogical  leaps  and  bounds, 
s  ahead  in  small  steps, 
lers  have  certain  needs, 
He  providing  solutions, 
7  develop  a  new  technol- 
( shows  the  customer 
can  run  his  business 


more  efficiently. 

In  some  cases  we  lead  with 
new  solutions,  in  other  cases 
the  customer  leads  with  new 
requirements.  It's  this  interplay 
between  customer  and  vendor 
that  moves  the  industry  ahead. " 

Recently,  the  U.S.  Air  Force 
ottered  Wang  a  major  challenge. 


They  wanted  a  highly  sophisti- 
cated worldwide  information 
system  to  improve  the  manage- 
ment of  purchasing  and  con- 
tracting, cost  accounting,  and 
property  maintenance.  Yet  they 
required  that  these  departmental 
applications  be  accessible  even 
by  non-technical  personnel. 


Wang's  solution,  built  around 
1600  VS  minicomputers,  re- 
sulted in  the  award  of  a  $480 
million  contract. 

Technology  solving  real  cus- 
tomer needs.  It's  what  drives  the 
industry;  it's  what  drives  Wang. 


Vang  Laboratories,  Inc. 
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In  10  years  will  this  be  the 
financial  centre  of  the  earth? 


Today  you  can  do  business  all  over  the  world  from  any  place  in 
the  world,  even  from  a  South  Pacific  island.  All  you  need  is  the 
right  international  data  network.  The  catch  is,  what's  right  for 
one  company  may  be  totally  wrong  for  another.  Designing, 
developing  and  maintaining  Information  Technology  systems 
for  clients  in  71  countries  is  a  speciality  of  KMG. 


Only  a  few  years  ago,  one  of  our  U.S.  based 
clients  was  still  setting  up  a  new  local  account- 
ing centre  every  time  they  opened  a  factory  or 
sales  office  in  a  new  country. 


KMG:  490  offices  in  71  countries. 


ARGENTINA 

AUSTRALIA 

AUSTRIA 

BAHAMAS 

BAHRAIN 

BELGIUM 

BERMUDA 

BOTSWANA 

BRAZIL 

CANADA 

CAYMAN  ISLANDS 

CHANNEL  ISLANDS 

CHILE 

CHINA 

COLOMBIA 


COSTA  RICA 

CYPRUS 

DENMARK 

ECUADOR 

EGYPT 

FINLANO 

FRANCE 

GERMANY 

GREECE 

HONG  KONG 

ICELAND 

INDIA 

IRELAND 

ITALY 

IVORY  COAST 


JAPAN 

JOROAN 

KENYA 

KOREA 

LESOTHO 

LIECHTENSTEIN 

LUXEMBOURG 

MACAU 

MALAYSIA 

MEXICO 

MOROCCO 

NETHERLANDS 

NETHERLANDS 

ANTILLES 
NEW  ZEALAND 


NIGERIA 
NORWAY 
PAKISTAN 
PERU 

PHILIPPINES 
PORTUGAL 
SAUDI  ARABIA 
SINGAPORE 
SOUTH  AFRICA 
S  W  AFRICA 
(NAMIBIA) 
SPAIN 
SRI  LANKA 
SURINAM 
SWAZILAND 


SWEDEN 

SWITZERLAND 

TAIWAN 

TRANSKEI 

TUNISIA 

TURKEY 

UNITED  ARAB 

EMIRATES 
UNITED  KINGDOM 
UNITED  STATES 
URUGUAY 
VENEZUELA 
ZAIRE 
ZIMBABWE 


This  costly  and  inefficient  decentralisation 
has  been  replaced,  with  KMG's  help,  with  a 
system  which  turns  raw  data  entered  by  local 
clerical  staff  into  potent  centralised  reports 
for  Management  to  access  whenever  required. 


The  software  program  was  developed  b) 
us  and  takes  into  account  the  currency  fluctu- 
ations, local  tax  regulations  and  business  laws 
in  each  country  involved. 

Making  this  type  of  system  work  a 
intended  takes  careful  analysis,  long-term  plan- 
ning and  disciplined  implementation  —  both 
globally  and  separately  in  every  location. 

Since  each  of  KMG's  management  consul- 
tancy offices  across  the  world  is  a  strong  loca 
firm  in  its  own  right,  our  clients  get  the  best 
of  both  worlds:  detailed  local  knowledge,  and 
a  truly  global  perspective. 

For  further  information  about  our  world- 
wide network,  contact  our  United  States 
partners  KMG  Main  Hurdman  at 
1(212)  909  5195. 

INTERNATIONAL  ACCOUNTANTS  AND  CONSULTANTS 


KMG 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 
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18  month  closeup 
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ne  correction.  With  the  Dow  industrials  off  86  points, 
>%,  at  one  point  during  the  latest  two-week  period,  it 
med  that  the  long-awaited  correction  had  come.  But  if 
t  was  it,  it  was  very  short-lived.  Within  a  few  days  the 
w  had  gained  back  almost  two-thirds  of  its  earlier 
ses  and  ended  the  two-week  period  off  only  1.7%. 
onds  have  done  almost  as  well.  Total  return  on  the 
rrill  Lynch  corporate-government  composite  index  is 
%  since  Jan.  1,  vs.  13.5%  for  stocks. 


Wilshire  5000  stocks  are  now  priced  at  17.1  times 
trailing  12-months'  earnings.  The  last  time  the  market's 
P/E  got  up  there  was  in  1972,  when  inflation  was  at  3.3% 
and  long  governments  at  6%  (vs.  today's  3.2%  and  7.7%). 

The  Dow's  temporary  correction  didn't  last  long 
enough  to  spill  over  into  the  secondary  market.  Both  the 
Amex  and  the  over-the-counter  index  reached  record 
highs  during  the  latest  two-week  period,  and  closed  up 
0.1%  and  1.5%,  respectively. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

tcent  change 

5000 

5002 

industrials 

Composite 

Value  Index 

Composite 

last  4  weeks 

0.4 

-0.1 

-0.1 

0.0 

0.9 

1.9 

last  52  weeks 

30.9 

32.4 

41.4 

30.2 

17.2 

35.0 

Stock  performance  based  on  six  key  investor  yardsticks 


rcent  change 

Company  size 

Volatility5 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

last  4  weeks 

0.3 

3.2 

1.6 

1.6 

1.3 

1.5 

0.9 

2.1 

2.2 

1.0 

1.3 

2.0 

last  52  weeks 

34.2 

39.6 

58.5 

34.2 

28.1 

44.9 

28.9 

43.9 

50.8 

38.9 

45.5 

24.2 

shire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created 
cd  on  sales. 

tock's  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low  volatility  issues  are  more  stable, 
uantitativc  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


e:  All  data  for  periods  ending  4/1 1/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Gay  trench 


167 


Where  The  Action  Is 


Sparks  of  life  in  the  oilfields.  The  energy  sector,  which 
eked  out  a  gain  of  0.5%,  was  the  only  one  of  the  nine 
Wilshire  sectors  to  show  a  positive  return  over  the  most 
recent  two-week  period.  Many  of  the  stocks  in  the  oilfield 
moved  up  toward  the  end  of  the  period  as  the  May  futures 
contract  rose  about  40%  above  its  low  of  $9.75  a  barrel  a 
week  earlier.  Within  the  energy  sector,  Unocal,  with  a 


gain  of  13%,  had  the  biggest  increase  over  the  latest  twj 
week  period. 

Rebounding  oil  prices,  however,  didn't  help  the  tram 
portation  sector.  For  the  most  recent  period,  it  was  tr 
worst-performing  group,  off  4.1%.  Shares  of  Pan  Am  an 
TWA  were  particularly  hard  hit,  losing  16%  and  11°/ 
respectively,  over  the  last  two  weeks. 


Percent  change  in  last  52  weeks  0<2>  Percent  change  in  last  two  weeks 
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Energy 
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Finance 
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Transportation 


+  50 


-25 


U_L 


_U_L 
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Consumer  nondurables  and  service 


+  50 


-25 


11 
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Raw  materials 


+  50 
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What  The  Analysts  Think 


Betting  against  the  analysts.  While  the  market  shows  signs 
of  interest  in  the  energy  sector,  analysts  obviously  think 
otherwise.  They  cut  their  1986  earnings  estimates  for  this 


group  by  2%  over  the  latest  two  weeks  and  by  9.8%  overth 
most  recent  four  weeks.  As  the  recent  action  shows 
however,  it  can  pay  to  bet  against  the  estimates. 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  '  P/E 

%  change  in  1986  estimat 
in  2  weeks     in  4  weeks 

1                  Consumer  nondurables 

S2.5S 

15.8 

0.22  % 

-1.62% 

2 

Finance 

3.80 

11.0 

0.16 

0.05 

3 

Utilities 

3.55 

9.4 

-0.10 

-0.67 

4 

Raw  materials 

ir 

14." 

-0.22 

-0.96 

5 

Technology 

2.80 

14.2 

-0.34 

-1.58 

6 

Consumer  durables 

4.34 

9.5 

-0.41 

3.67 

7 

Capital  goods 

2.75 

14.3 

-i>.(,4 

-0.85 

8  Transportation 

2.50 

12.1 

-1.02 

-2.56 

9 

Energy 

2.84 

10.1 

-2.00 

-9.80 

Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.99 

15.9 

1986  estimates 

3.97 

12.0 

1987  estimates 

4.56 

10.5 

Earnings  projections  are  capitalization-weighted  consensus  estimates  (rom  over  2  000  security  analysts  Data  are  compiled  and  updated  continuously  by  the  Institutional  Broke 
Estimate  System  (IBES),  a  service  of  Lynch,  (ones  &  Ryan,  a  New  York-based  brokerage  firm 
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United  States  Steel  Corporation 


has  acquired 


Texas  Oil  and  Gas  Corp. 


We  acted  as  financial  advisor  to  United  States  Steel  Corporation 


Goldman,  Sachs  &  Co. 

New  York     Boston    Chicago    Dallas  Detroit 
Houston    Los  Angeles    Memphis  Miami 
Philadelphia    St.  Louis    San  Francisco 
London    Hong  Kong    Tokyo  Zurich 


Goldman 

Sacns 


April  22,  1986 
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You Ve  got  more  than  good  looks." 

-Eileen  Ford 
Founder,  Ford  Models 


Yes,  U.S.News  is  better  looking.  But  even  more 
eye-catching  is  our  expanded  business  section. 

With  more  features  on  personal  finance.  More 
insight  on  taxes  and  investment  trends.  And  more 
than  twice  the  business  news  of  any  other  news- 
weekly.  In  a  magazine  that's  a  model  of  journalistic 
excellence. 

That's  why  readers  like  our  looks.  And  why  so 
many  advertisers  are  finding  U.S.News  more 
attractive  than  ever. 


■      ■  ^    ■  &  WORLD  REPORT 

U.S.News 


A  smart  magazine  just  got  brighter. 


The  Funds 


One  of  the  more  unusual  fringe  benefits 
for  GE  middle  managers  is  a  passel  of 
funds  open  only  to  them.  Too  bad  more 
company  thrift  plans  dont  do  this  well: 

Do-gooders 
do  well 


By  Geoffrey  Smith 


T|hey  used  to  take  middle- 
management  employees  in  the 
Elfun  Society  out  to  Associa- 
tion Island  in  the  middle  of  Lake 
Ontario,"  says  General  Electric  In- 
vestment Corp.  Senior  Vice  Presi- 
dent Arthur  Bahr.  "There  would  be 
100  people  having  lobster  dinners 
under  an  elm  tree,  and  they'd  give 
out  the  Gerard  Swope  award,  a  gavel 
made  out  of  the  original  elm,  for 
community  service.  There's  a  tie  clip 
that  goes  with  it,  all  to  create  a  little 
esprit  de  corps." 

The  elm  has  long  since  gone,  and 
GE  hasn't  hosted  any  gatherings  on 
Association  Island  since  1959.  But  the 
Elfun  Society  remains,  along  with  an 
unusual  way  of  generating  esprit  de 
corps:  Members  can  buy  shares  in 
three  excellently  performing  no-load 
funds  that  are  closed  to  the  general 
public.  Elfun  (the  name  is  an  abbrevia- 
tion of  "electrical  funds"),  formed  in 
1928  to  encourage  community  service 
by  middle  management,  is  open  to  GE 
professional  staff  meeting  certain 
rank  and  seniority  minimums.  The 
27,000  members  also  have  to  put  in 
some  volunteer  time — "work  with 
the  learning  disabled,  the  handi- 
capped, the  elderly,  chop  wood  for  the 
indigent  and  all  those  sorts  of  things/' 
says  Bahr. 

One  of  the  main  inducements  to 
join  the  Elfun  Society  is  the  chance  to 
invest  in  the  Elfun  funds.  The  Elfun 
Trusts,  despite  the  plural  name  a  sin- 
gle equity  fund  with  net  assets  of  $490 
million,  has  averaged  a  10.5%  return 
over  the  past  quarter-century,  a  full 
point  ahead  of  the  S&P's  500.  The 


Under  the  elm 


A  GE  executive  with  $100  rein- 
vested in  the  Elfun  Trusts  has  fared 
well  above  average. 
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Note:  All  figures  are  for  December. 


nine-year-old  Elfun  Tax-Exempt  In- 
come Fund,  also  with  assets  of  about 
$490  million,  has  averaged  an  extraor- 
dinary 20.3%  a  year  over  the  five 
years  through  March,  according  to 
Lipper  Analytical  Services,  5  points 
better  than  the  average  municipal 
bond  fund  in  existence  during  that 
period.  The  two-year-old  Elfun  In- 
come Fund,  a  bond  fund  of  $40  mil- 
lion, has  averaged  a  22.1%  annual  re- 
turn. As  is  the  case  with  a  separate 
thrift  plan  to  which  any  GE  employee 
can  belong,  GE  manages  the  Elfun 
trusts  entirely  in-house. 
A  predecessor  of  the  Elfun  funds 


dates  back  to  the  1920s,  when  man 
ers  of  a  GE  light  bulb  operation 
Cleveland  set  up  a  mutual  fund 
themselves.  Says  Bahr,  "Somebody 
their  wisdom  back  then  said,  'La 
rather  than  have  employees  calling 
their  brokers  and  spending  cornpj 
time  on  the  phone,  wouldn't  it 
better  to  provide  them  with  a  no-l< 
mutual  fund  operated  at  cost  if 
could  perform  as  well  or  better  tl 
the  market?'  "  That  fund  tanked 
the  crash  of  1929,  but  GE  Presid 
Swope  resurrected  the  idea  in  19 
making  fund  participation  conditu 
al  on  membership  in  the  volunt 
society. 

Elfun  Trusts'  good  stock-pick 
goes  back  to  the  Fifties  when,  as  1 
end  has  it,  Elfun  Trustee  Ivan  "Sh 
ty"  Mahanna  bought  Xerox  at  a  sp 
adjusted  19  cents  a  share.  And  tod. 
"Last  year  was  a  good  year,"  s( 
Bahr,  referring  to  the  equity  fu 
"We  outperformed  90%  of  all  mut 
funds." 


Hope  for  the  worst 

As  of  this  writing,  the  Governm 
.National  Mortgage  Associat 
has  gone  out  of  the  business  of  gi 
anteeing  new  home-mortgage  pool 
temporarily.  Dismaying  as  that  mi 
be  for  home  buyers,  it's  good  news 
GNMA  fund  investors. 

Lately,  as  Treasury  bond  pri 
surged,  GNMAs  barely  budged.  W 
A  GNMA's  yield  is  dependent  on 
interest  payments  of  its  underly 
mortgages.  When  homeowners  ri 
nance,  the  prepaid  principal  must 
reinvested  at  a  lower  rate.  Good-t 
11%  coupon.  Hello,  9%. 

But  GNMA  funds  are  enormou 
popular,  taking  in  about  $25  bill 
last  year.  A  cataract  of  new  IRA  m 
ey  would  leave  fund  investors  chas 
scarce  securities — which  would 
crease  the  price,  says  Michael  G 
ney,  portfolio  manager  for  the  $ 
million  T.  Rowe  Price  GNMA  Fu 
That  would  boost  the  fund's  sh 
value.  Of  course,  new  shareholc 
would  be  buying  overpriced  goods 
The  worst  may  not  come  to  pj 
Lenders  have  stockpiled  perhaps 
billion  of  GNMA  guarantees,  enoi 
to  package  a  few  months'  suppl) 
GNMA  securities.  There's  also 
risk  that  Congress  might  rouse  it 
to  raise  the  ceiling  on  guarantf 
Where's  a  snafu  when  you  n 
one? — Robert  McGough 
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Metallurgical  Masterpiece 

High  integrity  castings  of  lightweight  metal  alloys  are  essential 
to  the  design  and  operation  of  today's  new  generation  of 

jet  aircraft  engines. 

Typical  of  the  intricate  shapes  and  metallurgical  complexity  of 
these  components  is  this  magnesium  alloy  support  frame  sand 
casting  (above),  for  the  Avco  Lycoming  ALF-502  jet  engine. 

This  casting  was  produced  by  Fansteel's  Wellman  Dynamics 
operation;  and  is  one  of  many  achievements  the  company  has 
pioneered  in  support  of  major  programs  in  the  aerospace 

industries. 

Fansteel's  Wellman  Dynamics,  another  reason  why 
it  will  pay  you  to  know  more  about  us. 


arreted 


tn  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries.  . 

FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus. 


New  Issue  /  April  3. 1986 

$200,000,000 

General  Motors  Acceptance 

Corporation 

8%  Notes  Due  April  1, 1996 

Price  100%  and  accrued  interest  from  April  1, 1986 

Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained 
in  any  State  in  which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 

Salomon  Brothers  Inc 

The  First  Boston  Corporation 

Merrill  Lynch  Capital  Markets 

Morgan  Stanley  &  Co. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus. 

New  Issue  /  April  3, 1986 

$300,000,000 

General  Motors  Acceptance 

Corporation 

8'/4%  Debentures  Due  April  1,  2016 

Price  98.90%  and  accrued  interest  from  April  1,1986 

Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained 
in  any  State  in  which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 

Salomon  Brothers  Inc 

The  First  Boston  Corporation 

Merrill  Lynch  Capital  Markets 


Capital  Markets 


MONEY  &  INVESTMENTS 


ivesting  in  high-coupon,  premium- 
Heed  bonds  has  become  risk)).  Issuers 
ye  finding  ways  to  pay  them  off  at  par. 


CALL  OF 
THE  WILD 


By  Ben  Weberman 


e  recent  announcement  by  the 
w  York  City  Housing  Develop- 
nt  Corp.  that  it  will  redeem  at 
$163  million  of  multifamily 
irtgage  revenue  bonds  issued  in 
$2  is  a  genuinely  shocking  event, 
e  action  is  flatly  unethical  on  its 
e.  The  immediate  losses  it  will 
lict  on  unsuspecting  investors 
severe.  Its  potential  for  further 
schief  cannot  yet  be  gauged, 
tfost  of  the  called  bonds  carry 
erest  coupons  of  \23A%.  They 
re  trading  at  127  at  the  end  of 
irch,  just  before  word  was  passed 
mt  the  redemption.  They 
imptly  fell  in  the  market  to  just 
:r  100,  the  call  price, 
rhe  bonds  had  been  trading  at  a 
h  premium  because  investors  re- 
1  on  terms  of  the  original  offer- 
; — that  the  issue  could  not  be 
led  prior  to  1992,  when  the  call 
ce  would  be  102.  At  127,  the 
Id  to  first  call  was  7.75%. 
Jnfortunately  for  investors, 
it's  not  all  the  issue's  indenture 
d.  There  was  also  some  fine 
nt — a  provision  designed  to  allow 
the  sale  of  mortgages  for  recover- 
of  principal.  It  was  assumed  that 
:  authority  would  sell  the  mort- 
is only  if  it  ran  into  trouble.  In 

f  Weberman  is  economics  editor  of 
bes  magazine. 


such  a  case,  however,  the  mortgages 
would  have  been  assigned  to  HUD, 
since  they  are  FHA-insured;  HUD 
would  pay  HDC  the  principal  so 
that  the  New  York  City  agency 
could  retire  the  bonds. 

Far  from  being  in  trouble,  the 
Housing  Development  Corp.  now 
finds  it  possible,  because  of  the  re- 
markable bond  rally  of  the  past  two 
months,  to  sell  the  underlying 
mortgages  at  a  substantial  profit 
and  then,  faithful  to  the  letter  of  the 
indenture  but  surely  contradicting 
its  spirit,  use  the  proceeds  to  pay  off 
the  bondholders  at  par. 

The  impact  is  harsh  enough  for 
investors  who  in  1982  put  their 
funds  and  faith  in  bonds  paying 
123/4%  for  42  years,  callable  after  10 
years,  only  to  get  their  principal 
back  in  1986,  when  it  can  be  invest- 
ed at  a  return  of  only  7.25%  for 
similar  multifamily  bonds  callable 
after  1994.  It  is  worse  than  harsh, 
obviously,  for  anyone  who  recently 
might  have  paid  27%  above  par 
with  no  notion  of  the  fine  print's 
loophole. 

There  is  an  additional  twist  of  the 
knife  in  this  call.  The  underlying 
mortgages  covered  multifamily 
housing.  Until  now,  issuers  and  in- 
vestors could  assume  that  multi- 
family  housing  mortgages  remain 
outstanding  pretty  much  along  the 
terms  spelled  out  in  the  document. 
This  is  in  widely  understood  con- 
trast to  single-family  mortgages, 
which  have  a  history  of  early  repay- 
ment when  interest  rates  make  it 
attractive  to  do  so  or  when  the  resi- 
dence is  sold. 

Prices  of  other  multifamily  bonds 
have  fallen  substantially  since  the 
HDC  put  out  the  word  on  its  bonds. 
A  Puerto  Rico  HFC  multifamily  is- 


sue maturing  in  2011  now  yields 
8.10%,  60  basis  points  more  than 
before  the  announcement,  while 
overall  interest  rates  have  dropped. 
More  damage  may  well  follow. 
Some  California  Housing  Finance 
Agency  and  New  Jersey  Housing  & 
Mortgage  Finance  Agency  bonds 
have  indenture  wording  so  vague 
that  they  may  qualify  for  an  early 
call  similar  to  the  New  York  City 
pattern. 

The  New  York  City  HDC  takes 
the  line  that  it  is  simultaneously 
doing  well  and  doing  good.  Abra- 
ham Greenstein,  senior  vice  presi- 
dent-finance of  the  HDC,  says  he 
likes  the  "financial  windfall"  he 
will  receive — it  will  add  up  to  a  dol- 
lar gain  of  about  $40  million.  Then 
he  adds:  "See,  we're  a  public  agency, 
and  we  are  here  for  a  public  benefit, 
and  that  benefit  is  the  creation  of 
housing.  As  far  as  the  bondholders 
are  concerned — that's  basically  just 
giving  away  money,  which  we  are 
not  required  to  give  away." 

Bond  sellers,  it  need  hardly  be 
noted,  remain  appalled.  "A  number 
of  people  think  it  is  almost  uncon- 
scionable what  they  are  doing," 
says  Steven  Schrager,  senior  vice 
president  of  L.F.  Rothschild,  Unter- 
berg,  Towbin.  "I  know  of  retail  ac- 
counts, mom-and-pop  owners,  who 
were  put  into  the  bonds  because  the 
salespeople  felt  pretty  secure  that 
the  bonds  were  immune  to  early 
call  and  boom!  they  are  getting 
blown  away." 

Large  sponsors  of  tax-exempt  unit 
investment  trusts  and  mutual 
funds,  such  as  Van  Kampen  Merritt, 
John  Nuveen  &  Co.  and  Moseley, 
Hallgarten,  Estabrook  &  Weeden 
Inc.,  are  among  the  biggest  holders 
of  the  HDC  issue.  "The  bond  mar- 
ket is  shocked.  You  are  not  seeing 
anything  traded  in  these  multifam- 
ily issues,"  says  one  holder.  "All  of 
the  sponsors  of  trusts  and  funds  are 
looking  closely  at  multifamily 
mortgage-backed  issues.  You  would 
think  that  FHA-backed  mortgages 
were  a  safe  bet.  Who  would  think 
they  would  be  sold  to  repay  out- 
standing bonds?" 

Investors  with  high-coupon  mul- 
tifamily bond  issues  must  check 
carefully  to  be  sure  their  issues  will 
not  end  up  in  the  same  situation. 
Other  housing  agency  officials  I 
have  spoken  to  deny  any  intention 
of  redeeming  their  bonds.  But  cyn- 
ics say  that  New  York  City's  HDC 
was  saying  the  same  thing  the  day 
before  it  made  its  announcement.  ■ 
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Here's  a  splash  of freezing  cold  water  for 
all  you  raging  bulls  out  there. 

BILL  IS  BEARISH 


By  Susan  Lee 


Bill  McGarr  looks  like  Wall  Street: 
His  suits  are  dark,  his  shirts  are 
white,  his  ties  are  silk.  Bill  McGarr 
acts  like  Wall  Street:  He  manages 
money  (the  McGarr  Fund)  and  plays 
a  wicked  game  of  tennis.  But  Bill 
McGarr  doesn't  think  like  Wall 
Street:  His  portfolio  is  just  about 
100%  in  short  positions.  Indeed,  he 
has  been  that  way  throughout  the 
recent  bull  market.  McGarr  must 
have  been  clobbered,  you  are  think- 
ing. Think  again.  He  made  money 
off  downers  like  Health  Information 
Systems,  which  went  from  19  to  1; 
Concept  Development,  which  went 
from  17  to  2;  and  Sunrise  Savings  & 
Loan,  which  became  insolvent. 

In  the  mid-1970s,  when  McGarr 
was  running  money  for  Morgan 
Stanley,  he  bought  value-  and  infla- 
tion-oriented stocks.  Now  he  finds 
more  value  on  the  short  side.  "I  can 
short  companies  at  almost  record 
prices,"  he  says.  McGarr  looks  for 
companies  that  have  weak  balance 
sheets  and  are  stuck  in  deteriorating 
businesses.  Ben  Graham  in  reverse. 

In  1983,  when  McGarr  estab- 
lished his  fund,  he  felt  a  deflation- 
ary economy  would  create  pockets 
of  depression,  particularly  in  oil, 
construction  and  agriculture.  Ac- 


Sissan    Lee    is    a    senior    editor  of 

i-ORBES  magazine. 


cordingly,  he  shorted  companies 
like  Rowan  Cos.  and  Caterpillar 
Tractor,  whose  prices,  he  felt,  didn't 
reflect  the  troubles  that  lay  ahead. 
He  was  right.  In  1984  the  McGarr 
Fund  had  an  annual  return  of 
32.5%,  while  the  Dow  Jones  indus- 
trial average  was  up  1.4%. 

In  the  midst  of  a  still  raging  bull 
market,  McGarr  is  adding  new 
pockets  of  downside  opportunity  to 
his  list:  Technology,  for  example. 
"There's  a  domino  effect,"  he  says. 
"Weak  areas  are  beginning  to  pull 
down  strong  areas.  That's  why  cor- 
porate profits  are  going  down."  En- 
ergy companies  and  manufacturing, 
for  example,  use  a  lot  of  computers. 
Thus,  weakness  in  those  sectors 
translates  into  softness  in  comput- 
ers and  other  technology  products. 

Right  now  McGarr  feels  that 
stocks  are  trading  like  commod- 
ities, going  up  because  the  demand 
for  stocks  is  high  rather  than  be- 
cause earnings  are  improving.  But, 
he  says,  there  will  have  to  be  earn- 
ings momentum  to  justify  prices. 
And  he  doesn't  see  that  happening. 

McGarr  thinks  that  currently 
sluggish  earnings  are  a  sign  of  struc- 
tural changes  in  many  industries — 
not,  as  Wall  Street  believes,  typical 
business-cycle  downs.  In  fact,  it  is 
this  confusion  that  generates  what 
McGarr  considers  Wall  Street's  mis- 
guided optimism.  "Analysts'  earn- 
ings estimates  are  always  notori- 
ously high,"  he  says.  "But  my  im- 
pression is  that  lately  their 
estimates  have  been  exceptionally 
high — and  exceptionally  wrong." 

McGarr  now  has  an  eye  on  media 
stocks.  These  were  hot  even  before 
the  current  bull  market  because  of 
their  supposedly  dependable 
growth.  Those  growth  expectations 


are  built  into  their  prices.  Hence  th 
stocks  are  vulnerable  to  earning 
disappointments.  Says  McGar 
"Buying  [media  stocks]  is  almost 
mania.  People  are  crawling  all  ove 
themselves  to  pay  huge  multiple 
on  cash  flow  just  when  ad  dollai 
and  subscriptions  have  turned  soft. 
McGarr  thinks  these  are  in  for 
long-term  slump. 

According  to  McGarr,  the  recec 
wave  of  consolidations  among  larg 
consumer  products  companies  ha 
left  them  with  a  lot  of  debt,  and  on 
of  the  fastest  ways  to  reduce  debt  i 
to  cut  the  most  visible  expend 
tures — like  media  costs.  Also,  medi 
companies  have  been  able  to  it 
crease  prices  year  after  year,  but  noi 
buyers  are  resisting,  especially  sine 
subscriptions  are  down.  Simply  pu 
McGarr  doubts  the  cash  flow  ever} 
one  anticipates  will  materialize. 

So  McGarr  is  short  Time  Inc.  R< 
cently  it  has  been  trading  at  aroun 
74,  but  he  thinks  that  15  times  ean 
ings,  or  47,  is  more  reasonabli 
"Management  tends  to  spend  a  lc 
of  money  on  itself — helicopter: 
jets,  that  sort  of  thing,"  he  observe: 
"They  haven't  really  delivered  t 
the  bottom  line  for  several  years." 

In  technology,  McGarr  is  esp< 
cially  bearish  on  semiconductor 
He  doesn't  think  that  the  busines 
will  come  back.  Reasons:  stiff  fo 
eign  competition,  overcapacity  an 
the  fact  that  the  industry  overpron 
ised  on  productivity  gains. 

McGarr  is  short  Advanced  Micr 
Devices.  It's  selling  around  30,  an 
McGarr  thinks  that  somewhere  ur 
der  15  is  closer  to  the  mark.  "Thi 
quarter  will  be  unprofitable,"  h 
says.  "AMD  has  done  less  cost-cu 
ting  than  other  makers." 

McGarr  is  also  short  Alleghen 
International.  The  stock  has  bee 
trading  around  22,  but  McGai 
thinks  it  could  drop  to  7  or  less. 

Allegheny  went  on  a  buying  bing 
in  the  early  1980s,  adding  a  lot  c 
debt  to  its  balance  sheet.  Accordin 
to  McGarr,  the  stock  price  has  benf 
fited  from  the  company's  sale  of  ai 
sets,  and  there  is  chat  that  there 
going  to  be  a  leveraged  buyout. 

What's  it  like  to  be  a  bear  in  a  bu 
market?  Rather  unprofitable  rigt 
now  with  the  bull  on  a  real  rampagf 
McGarr's  portfolio  is  down  9%  sine 
the  beginning  of  the  year.  "Frustn 
ting,"  says  McGarr.  "But  my  wor 
has  been  very,  very  correct.  I  jus 
have  to  be  patient."  Value  will  wi 
out,  he  thinks,  on  the  downside  a 
well  as  on  the  upside.  ■ 
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IN  A  NEW  MARKETPLACE 
R  NAME  SEEMED  A  LITTLE  OLD  HAT. 

Yesterday  we  were  HNG/lnterNorth.  Today  we're  Enron  Corp. 

Today's  marketing  environment  is  much  different  from  the  past's.  Enron  reflects  the  aggressive  stance  we're  taking  in  meeting 
new  growth  opportunities  provided  by  recent  deregulation  in  the  energy  industry.  With  our  pipeline  system  running  from  the 
cican  to  the  Canadian  borders  and  from  Florida  to  the  Arizona-California  borders,  we're  reaching  new  markets  and  offering 
anded  services. 

Although  our  name  is  new,  Enron  was  born  out  of  the  merger  of  two  long  established  companies:  Houston  Natural  Gas 
InterNorth.  We're  using  the  combined  strengths  of  these  two  successful  entities  to  position  Enron  as  a  primary  force  in  an 
eosingly  competitive  environment.  EfelD^feBLK 
Enron  Corp.  —  a  new  force  in  energy.  E PI  K  VI^B 

CORP 

lew  ticker  symbol  is  ENE  and  our  new  stock  table  listing  is  Enron.  For  our  annual  report,  write  to:  Investor  Relations,  Suite  1705,  P.O.  Box  1188,  Houston,  TX  77001. 
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for  America. 


Growth  Stocks 


MONEY  &  INVESTMENTS 


If  you  are  too  stubborn  to  step  into  the 
20th  century)  and  buy  a  computer  to 
hunt  for  bargains,  I  have  two  suggestions. 

READY  TO  GO 


By  Kenneth  L.  Fisher 


"Fisher,  you're  always  spouting 
about  how  folks  should  buy  unpop- 
ular stocks  of  good  companies,"  a 
reader  of  this  column  groused,  "but 
how  m  the  devil  are  we  supposed  to 
find  them?  If  they're  unpopular, 
they  aren't  exactly  earmarked  and 
ready-to-go  in  the  local  paper." 
That's  true.  But  unpopular  stocks 
are  labeled.  Most  folks  just  don't 
know  how  to  read  the  labels  and 
where  to  look  for  them. 

A  company's  popularity  is  reflect- 
ed almost  perfectly  by  its  stock's 
price/sales  ratio  (PSR).  When  a 
stock  sells  at  a  low  value  in  relation 
to  its  sales  per  share,  the  market 
thinks  poorly  of  that  company's  fu- 
ture ability  to  wring  profits  from  its 
business.  But  such  a  company  may 
be  unpopular  for  poor  reasons.  In 
time  you  will  make  money  with  a 
stock  that  is  wrongly  unpopular. 

Of  course,  you  need  more  than 
unpopularity  as  measured  by  PSRs 
to  make  a  winner.  You  need  quality, 
too — but  PSRs  are  the  way  to  start 
your  search.  But  our  reader  groused 
about  that,  too.  "What  good  does 
that  do  me?"  he  wrote.  "Where  can  I 
find  them?  Not  even  the  Wall  Street 
Journal  lists  those  ratios  you  like." 

Kenneth  L  Fisher  is  a  money  manager  based 
in  Wocdside,  Calif.  His  book  Super  Stocks  is 
published  by  Dou-  J  ones- Irwin. 


Where  do  you  find  low-PSR  pros- 
pects? There  are  five  simple  ways  I 
have  done  it.  Four  of  them  involve 
using  a  computer  to  scan  databases. 
For  about  $500  you  can  buy  a  used 
but  fully  functional  IBM-compati- 
ble computer.  There's  a  glut  of 
them,  and  price  shouldn't  be  an  ob- 
stacle. Lots  of  folks  pay  almost  that 
much  for  a  newsletter.  Computer- 
less  investing  makes  about  as  much 
sense  today  as  camping  without 
matches.  It's  too  much  work. 

Then  you  can  spend  a  lot  or  a 
little  on  databases.  The  most  ele- 
gant approach  is  to  use  Micro/Scan, 
published  by  ISYS  Corp.  in  Cam- 
bridge, Mass.  It  accesses  the  largest 
stock  market  database,  Disclosure 
II,  yet  is  so  easy  to  use  a  gorilla 
couldn't  goof  it.  With  it  you  can,  for 
example,  ask  your  computer  to 
"Show  me  all  the  companies  that 
are  in  the  following  geographical  re- 
gions and  in  the  following  indus- 
tries; have  PSRs  under  X  and  more 
annual  sales  than  Y;  have  current 
ratios  better  than  Z" — and  whatev- 
er else  you  want  to  throw  in,  hun- 
dreds of  variables.  With  Micro/ 
Scan,  in  short,  you  can  create  a  com- 
plex model  of  whatever  you  are 
looking  for  and  then  have  it  dished 
up  for  you.  The  problem  is  that  Mi- 
cro/Scan's SI 5,000  minimum  annu- 
al cost  is  enough  to  gag  almost  any- 
one. For  between  $245  and  $735  you 
can  use  StockPak  II  from  Standard 
&  Poor's  (in  New  York).  It  will  do 
much  of  what  Micro/Scan  does 
with  only  a  little  more  difficulty. 

To  spend  even  less,  you  will  have 
to  throw  in  $100  for  a  used  modem 
to  connect  to  databases  via  your 
phone  line.  Another  $200  gets  you  a 
subscription  to  The  Source,  a  prod- 
uct of  Reader's  Digest.  With  it  you 


will  pay  for  the  time  you  are  "< 
line."  The  Source  won't  play  tl 
complex  modeling  games  that  N 
cro/Scan  or  StockPak  II  will,  but 
will  let  you  scan  industries  ine 
pensively,  and  it  lists  PSRs  (callii 
them  "%  Mkt  to  REV"). 

I.P.  Sharp,  a  Toronto-based  dat 
base,  lets  you  do  everything  Micr 
Scan  does — the  whole  banana.  Bui 
warning:  No  monkey  is  going 
manage  this  routine.  It  is  difficult 
learn  and  frustratingly  error-prori 
Why  consider  it?  LP.  Sharp  charg 
you  only  for  your  usage.  Althoui 
you  pay  a  lot  per  minute  for  data,  f 
most  users  it  is  a  lot  cheaper  overa 

What  do  I  use?  At  my  firm  we  u 
all  of  them  except  Micro/Scan,  pi 
some  odds  and  ends  of  our  own  d 
vising.  Of  course,  our  computer  ge 
is  more  sophisticated  and  expensi 
than  most  nonprofessionals',  whii 
makes  our  job  faster  and  easier,  b 
no  more  accurate  than  what  you  c; 
do  with  a  cheap  computer. 

Once  you  have  a  list  of  unpopul 
stocks,  of  course,  it  still  takes  lots 
labor  to  determine  which  are  go 
companies  and  which  are  good  grii 
But  to  find  the  winners  you  have 
start  looking  among  the  unpopul: 
If  you  want  to  find  cheap  stocl 
buy  a  computer. 

For  those  who  are  too  stubborn 
step  into  the  20th  century,  I  ha 
two  suggestions. 

First,  I  still  find  Value  Line  a  goi 
introductory  source  of  data  f 
many  stocks.  It's  available  at  mc 
public  libraries.  Along  with  lots 
other  useful  data,  it  shows  price  ai 
sales  per  share  for  about  1,800  of  t 
most  actively  traded  stocks.  Yi 
can  scan  the  whole  thing  manual! 
page  by  page,  in  about  two  hou 
which  ought  to  generate  lots 
ideas.  Second,  and  this  is  the  easie 
and  least  expensive  approach  of  a 
keep  reading  my  columns.  I  doi 
recommend  stocks  unless  th 
have  low  PSRs. 

Here  are  three  I  like  now:  Sort 
(23)  is  little  regarded  but  has  sol 
underpinnings.  Its  PSR  is  0.31,  yet 
should  earn  about  $4  per  share  th 
year.  Materials  Research  (12)  has  bei 
beaten  up  by  the  rough-and-tumt 
times  its  semiconductor-maki 
customers  have  suffered.  But  i 
strong  market  presence  says  tl 
stock  will  do  well  in  the  next  fe 
years.  I  mentioned  Grantree  (7)  < 
Dec.  3,  1984  at  6,  but  it's  still  che, 
today  and  a  lot  closer  to  generatii 
the  kinds  of  results  to  which  W; 
Street  will  have  to  pay  attention. 
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—  Because  Only  a  — — 
lonumenta  I  Tribute  Will  Do 


American  Heritage 
has  created  a  boun- 
tiful, beautiful  new 
volume  worthy  of 
the  towering  subject 
it  celebrates. 
No  matter  how  much 
we  think  we  know 
about  our  Statue  of 
Liberty,  there  is  always 
something  more  to 
amaze  us,  from  the 
ry-struck,  gloriously  outsized  egos"  who  first 
:eived  it  to  the  powerful  emotions  it  still 
ces  in  us  today. 

rty's  story  in  the  century  between  is  one  of 
ichest  most  extraordinary  in  our  country's 
>ry.  and  to  re-create  it,  American  Heritage  has 
luced  a  volume  as  imposing  and  fascinating 
le  monumental  subject  it  celebrates. 


David  McCullough  has  provided  a  thoughtful, 
moving  introduction  that  examines  the  role  the 
statue  has  played  in  the  story  of  our  nation. 
Bernard  A.  Weisberger  has  furnished  a  text  that 
combines  historical  accuracy  with  narrative  sweep 
and  drive.  And  more  than  3  50  illustrations,  some 
never  published  before,  give  an  unprecedented 
visual  survey  of  the  statue's  use  in  everything  from 
high  art  to  political  propaganda  to  merchandising. 

American  Heritage's  Statue  of  Liberty:  The  First  Hundred 
Years  is  the  single  comprehensive  volume  you'll 
want  to  refer  to  in  the  centennial  year  ahead  and 
keep  on  your  shelves  for  at  least  a  century  to  come. 
And  as  an  American  Heritage  reader,  you  have 
double  cause  for  celebration:  you  are  invited  to 
order  your  own  and  gift  copies  now  at  only  $24.95 
each,  $5.00  below  the  bookstore  price  of  $29.95. 


9  x  WW  •  192  pages  •  154  color  &  21 1  black- 
and-white  illustrations  •  Introduction  by  David 
McCullough  •  Text  by  Bernard  A.  Weisberger 


Order  Now  And  Save  $5.00 


AN  AMERICAN  HERITAGE  BOOK 

AMERICAN  HERITAGE,  DEPT.  SOL 
10  Rockefeller  Plaza.  New  York.  NY  10020 


Please  send  me 


copies  of  STATUE 


OF  LIBERTY:  THE  FIRST  HUNDRED  YEARS 
(#B2390I )  at  $24.95  (plus  $2.00  for  postage  and 
handling)  each.  New  York  State  residents  must 
add  sales  tax.  Allow  4  to  6  weeks  for  delivery. 
□  Bill  me 

Enclosed  is  my  check  or  money  order  for 
$  

□  VISA 


Charge  my 


□  MC     □  AMEX 


Account  # 

Signature  

Name  


Expiration  Date 


Address. 
City  


.State. 


.Zip. 


Or  call  toll  free 


Companion  book  to 
The  Statue  of  Liberty, 
a  PBS-TV  special 
sponsored  by  Liberty  Mutual. 


1-800-341-1522. 

In  Maine,  call  collect  236-2896. 


Stock  Trends 


MONEY  &  INVESTMENTS 


During  the  downturns  in  the  long-term 
uptrend  in  the  market,  investors  could  be 
well  advised  to  look  at  two  stock  groups. 

SPRING  AHEAD, 
FALL  BACK 


By  Ann  C.  Brown 


Is  the  stock  market  scaring  the  day- 
light-savings-time out  of  you?  Not 
to  worry.  Not  to  worry  too  much, 
that  is.  According  to  my  calendar, 
the  backing  and  filling  has  arrived 
on  schedule.  Over  the  next  several 
weeks — possibly  even  through  sum- 
mer— upward  progress  is  likely  to 
be  arrested  by  the  disorderly  con- 
duct of  a  number  of  unpredictable 
economic  variables. 

At  the  moment,  the  most  impor- 
tant determinant  of  stock  price  di- 
rection is  the  cost  of  a  barrel  of  oil. 
Whether  Saudi  Arabia's  "open  spig- 
ot policy"  has  shocked  the  other 
members  of  OPEC — and  some  non- 
OPEC  producers — back  into  formal 
or  tacit  pumping  quotas  remains  to 
be  seen.  Promises  will  be  made.  But 
kept?  Perhaps  initially,  but  in  time 
the  cheating  on  limitations  could 
resume — particularly  by  those  na- 
tions with  large  populations  and/or 
ambitious  social  welfare  programs 
that  depend  on  petroleum  revenue. 

Whither  oil  prices  go,  the  Federal 
Reserve  is  likely  to  follow.  Should 
the  black  bubbly  recover  rapidly  to 
$20  per  barrel,  our  central  bankers 
probably  will  ease  up  enough  on  the 
money  supply  to  fuel  the  aging  ex- 


Ann  C  Broun  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC  Brown  &  Associates. 


pansion  by  keeping  interest  rates 
low — without,  they  hope,  rekin- 
dling inflation.  If  oil  prices  remain 
around  present  levels  or  drop  fur- 
ther, the  Fed  is  apt  to  do  nothing 
and  be  content  to  go  with  the  flow. 

It  won't  be  long  now  before  Con- 
gress adjourns  and  begins  campaign- 
ing in  earnest.  Since  most  of  the 
country  "ain't  broke,"  few  politi- 
cians will  risk  fixing  the  deficit  or 
reforming  the  tax  structure  while 
the  majority  of  their  constituents 
are  well  off,  working  and  optimistic 
about  the  future.  Nevertheless, 
election  time  always  brings  a  cer- 
tain element  of  uncertainty,  and 
many  a  legislative  promise  uttered 
off  the  cuff  on  the  stump  could  be 
temporarily  upsetting  to  investors. 

The  unemployment  news  could 
be  another  source  of  confusion  in 
the  months  ahead.  Some  econo- 
mists are  forecasting  a  drop  in  the 
jobless  rate  from  the  current  7.2% 
to  between  5.5%  and  6%.  If  this  is 
the  case,  then  cost-push  inflation 
fears  would  resurface  before  you 
could  spell  "Argentina."  On  the 
other  hand,  if  jobs  in  manufacturing 
continue  to  decline  and  the  slack 
isn't  taken  up  by  an  increase  in  em- 
ployment in  the  service  sector,  out 
will  come  the  recession  worry 
beads.  For  23  months,  from  Febru- 
ary 1984  to  December  1985,  the  un- 
employment rate  moved  very  lit- 
tle— within  one  full  percentage 
point.  Such  stability  is  uncommon, 
and  a  return  to  greater  volatility 
may  be  in  the  offing. 

A  pair  of  $100  billion-plus  ques- 
tions over  the  next  year:  What  will 
happen  to  the  dollar?  And  what  will 
happen  to  U.S.  investments  as  a  re- 
sult? So  far,  the  falloff  in  the  value 
of  our  currency  vis-a-vis  the  coin  of 


other  realms  has  had  no  deletenou 
effect  on  foreign  ownership  c 
American  stocks  and  bonds.  Nei 
ther  have  the  costs  of  importe 
goods  gone  up  anywhere  near  a 
much  as  the  dollar  has  gone  dowr 
Instead,  overseas  manufacturer 
have  elected  to  take  lower  profi 
margins  in  order  to  protect  thei 
share  of  market.  However,  over  th 
past  two  to  three  months,  sign 
have  begun  to  appear  that  sugges 
that  the  change  in  exchange  rates  i 
beginning  to  be  felt.  The  price 
of  many  not-made-in-the-U.S./ 
goods  are  rising.  Before  long,  th 
inflation  rate  could  be  up,  too. 

During  the  downturns  in  th 
long-term  uptrend  in  the  stock  mai 
ket,  investors  could  be  well  advise 
to  look  at  two  stock  groups.  Firs! 
those  equities  that  correct  mor 
than  the  average  and,  second,  thos 
stocks  that  correct  the  least.  Th 
latter,  the  reluctant  retracers,  hav 
a  history  of  being  among  the  earl 
rebounders  since  they  give  up  httlf 
if  any,  ground.  Whenever  stock 
slide,  concentrate  on  those  issue 
that  are  holding  close  to  their  SI 
week  highs.  Focus  attention  partic 
ularly  on  the  hanging-tough,  med: 
um-size  companies  selling  at  or  bt 
low  the  average  market  multiple. 

One  example  is  American  Gree 
i?tgs  Corp.  (37,  o-t-c),  up  600%  sine 
its  first  recommend  here  (Forbe; 
May  14,  1979).  For  the  fiscal  yes 
ending  February  1987,  the  compan 
could  earn  $2.60  per  share.  Sellin 
at  14  times  estimated  earning: 
AGREA,  with  a  15%  total  retun 
appears  undervalued. 

Maybe  it's  because  Apr.  15  still  i 
fresh  in  my  mind,  but  I  fail  to  se 
how  H&R  Block  (43)  can't  help  hi 
continue  its  profitable  ways.  For  a 
the  talk,  this  year's  tax  form  was  a 
incomprehensible  as  ever.  For  th 
fiscal  year  just  ended,  HRB  coul 
earn  $2.50  to  $2.55  per  share.  Fc 
1987,  $2.90  to  $3  looks  possible. 

With  more  and  more  U.S.  vacs 
tioners  choosing  stateside  holiday 
instead  of  hazarding  travel  abroac 
Caesars  World  (19)  stands  to  benefi 
CAW  is  expected  to  earn  aroun 
$1.50  per  share  for  the  year  endin 
this  July.  For  fiscal  1987  the  con 
pany's  earnings  per  share  could  b 
in  the  $1.75-to-$1.80  range. 

The  regional  banks  held  up  we. 
in  recent  weeks.  Still  looking  goo 
are  Midlantic  Ranks  (48,  o-t-c),  Fide 
cor  (43,  o-t-c),  Corestates  Financic 
(41,  o-t-c),  Bank  of  Virginia  (34)  an 
Valley  National  Corp.  (50,  o-t-c).  ■ 
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ADVERTISEMENT 


>alerscope  Merchandising  Products  of  the  Month 


1  Electronics  Introduces 
SBR-6100  Integrated 
em 


KLM  SBR-6100  is  a  totally 
concept  in  system  integra- 
It  incorporates  a  micropro- 
>r  -  controlled  dish  posi  - 
ir,  a  synthesized  stereo  tu- 
full-function  remote  con- 

and  total  recall  memory, 
total  recall  memory  gives 
:t  access  to  any  satellite- 
sponder  combination  auto- 
cally,  and  sets  dish  posi- 

channel,  skew,  polarity, 
o  bandwidth,  as  well  as 
so  mode,  all  from  a  single 
)te  control.  Dual  feed  ca- 
lity  is  an  added  plus  with 
receiver/positioner,  provid- 
enhanced  performance  in 
mction  with  ease  of  opera- 

For  more  information  on 
System  Complete  SBR-6100 
ver,  contact  your  distribu- 
Dr  call  1-800-228-1926  or 
3-336-7506  for  the  KLM  rep 
est  you. 


Stager's  Equipment  Guard: 
Total  Computer  System 
Protection 


One  multiple  outlet  power  strip 
protects  computers  from  physi- 
cal theft,  unauthorized  use  and 
hazardous  electrical  surges. 
Equipment  Guard  protects  all 
makes  and  styles  of  personal 
computers  in  businesses  and 
homes.  The  system  easily  inter- 
faces with  existing  security  sys- 
tems for  remote  signalling  and 
24  hour  theft  protection.  Equip- 
ment Guard  is  UL  listed  and 
carries  a  one-year  warranty.  For 
more  information  write  Stager 
Corporation,  PO  1171,  Lowell, 
MA  01853  or  call  617-459-2393. 


:hwestern  Bell's 
lory  Phone 


Attractive  desk/wall  converti- 
ble memory  phone  that  stores 
and  dials  24  numbers.  Chain  di- 
aling also  provides  extra  digits 
for  long-distance  service.  Spe- 
cial circuitry  allows  for  proper 
use  with  business  systems. 
Other  features  include  hold, 
flash,  pause  redial,  tone/pulse 
switchable  and  more.  Model  FM 
1550 — the  phone  that  remem- 
bers. For  more  information  on 
Southwestern  Bell's  Model  FM 
1550,  call  1-800-558-7347. 


Gerald  Industries  Offers 
Automatic  Defrost  Compact 
Refrigerator 


Gerald  Industries  of  Miami,  FL 
offers  the  only  100%  automatic 
defrost  under-counter  compact 
refrigerator— Model  GRA-45.  It 
features  a  grained  table  top, 
slide-out  adjustable  shelves, 
vegetable  crisper  with  cover, 
full  freezer  with  freezer  door — 
and  it  never  needs  to  be  de- 
frosted. Low  energy  consump- 
tion, (35KWH/MO),  UL  listed. 
Dimensions:  18  5/8"  wide,  19  V8" 
deep  ,  and  33  V2"  high  .  For 
more  information  on  the  GRA- 
45,  write  to  Gerald  Industries, 
3505  N.W.  112th  St.,  Miami,  FL 
33167. 

THE  VIDEO  PROFESSIONALS  INDEX 

Video  Professionals  Vid 
Biz  Guide 

The  Video  Professionals  Index 
is  the  first  bi-annual  guide  to 
the  video  industry.  It  contains 
information  on  thousands  of 
companies,  products,  services, 
and  people  in  video  and  video- 
related  businesses.  Priced  at 
$39.95  for  qualified  profession- 
als, the  Video  Professionals 
Index  is  an  indispensable  busi- 
ness and  marketing  tool  for  all 
who  do  business  in  video.  Copies 
are  available  by  calling  (714) 
633-9755,  or  writing:  The  Video 
Professionals  Index,  18103  Sky 
Park  South,  Suite  D,  Irvine,  CA 
92714. 


Dealerscope 

Merchandising  is  the  Marketing  Magazine  for 

Consumer  Electronics  and  Major  Appliance  Retailing 

Editorial  Offices:  North  American  Building,  401  North  Broad  Street,  Philadelphia,  PA  19108  (215)  238-5300 


Fri. 


The  week  Newsweek  readers 
began  firing  at  Will. 


The  week  was  January  12th, 
1976.  The  subject:  "Knute 
Rocjcne  tor  President." 

It  was  George  Will's  first 
column  tor  Newsweek.  And  as 
hecompared  the  histrionics  of 
ame  speech  to  the,hyste- 
:election  politics^  a 
ion  of  readers  was 
iio  have  a  pecu- 


liar habit  of  reading  our  maga- 
zine backward.  (From  the  back 
page,  where  George  s  column 
appears,  forward.) 

His  witty,  erudite  style  has 
earned  him  the  respect  and  loyal- 
ty of  a  large  (but  split)  audience: 
those  who  love  him,  as  well  as 
those  who  love  to  hate  him. 

Alternating  with  Meg 


Greenfield,  our  other  hatioi 
affairs  columnist.  Will  hits 
wide  range  of  subjects:  froi 
future  of  American  politics 
the  future  of  the  Chicago  C 
His  column  is  the  contii 
tion  of  one  of  Newsweek's 
boldest  innovations:  signe 
opinions,  a  concept  we  be 
1937.  With  voices  through 


calm  as  Walter 

in  and  as  impassioned 

if!  Alsop. 

sweek  also  introduced 
newsweekly  columns 
ess,  economics  and 
le  first  column 
I  by  guests  and  the  first 
riticism  of  the  arts, 
and  Greenfield  have 
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garnered  top  honors.  Both  are 
Pulitzer  Prize  winners.  And  both 
have  been  notable  figures  in  the 
National  Magazine  Awards. 

In  fact,  Newsweek  staffers 
have  won  over  600  awards  for 


1 

'l .  •*•  ■  8' 


excellence  in  journalism.  More 
than  any  other  newsweekly. 

Which  brings  us  to  our 
point:  when  a  magazine  starts 
striving  for  excellence,  where 
there's  a  Will,  there's  a  way. 


Newsweek 

Why  it  happened.  What  it  means. 


Give  to  The  Fresh  Air 
Fund.  The  Fresh  Air  Fund 
brings  city  children  to  the 
country  each  summer  for  a 
fresh  perspective  on  the 
world  and  themselves. 

Two  weeks  of  country  life 
costs  only  $124.  So  help  give 
more  city  children  a  breath  of 
fresh  air  with  your  tax  deducti- 
ble contribution  to  the  Fresh 
Air  Fund.  70  West  40  Street. 
New  York.  N.Y.  10018.  Fresh  Air 
Fun.  It  lasts  a  lifetime. 

THE  FRESH  AIR  FUND 

70  West  40lh  Street 
New  York.  N.Y.  10018  (212)  2210900 


□ 
□ 


I'd  like  to  help  give  a  city  child  two 
weeks  in  the  country.  Enclosed  is 
my  tax  deductible  contribution. 
I'd  like  more  information  on  be- 
coming a  Friendly  Town  Host. 


Name  

Address- 

City  

State  


.Zip- 


"A  Fine  Balance  of  Northern  and  Southern  Italian 

Specialties  .  .  .  Polished  and  Sophisticated." 

NY  Times 
Private  Room  For  Parties 
65  East  54th  St.,  NYC  •  Tel  751-1555 
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What's  going  on  in  the  residential  rec 
estate  market?  A  lack  of  accurate  info) 
mation  is  causing  a  major  stalemate. 

A  HOME  OF 


YOUR  OWN 


By  S rally  Blotnick 


i  if- 


Many  young  couples  are  looking  for 
a  home  to  buy  and,  at  the  same 
time,  many  present  homeowners 
are  looking  for  people  to  sell  to.  Yet, 
whether  it's  a  co-op  apartment,  con- 
dominium, brownstone  or  detached 
house,  and  whether  it's  in  New 
York,  Chicago,  San  Francisco,  Los 
Angeles  or  Washington,  D.C.,  rela- 
tively few  transactions  are  occur- 
ring. The  market  in  residential 
housing  isn't  like  the  stock  market, 
where  people  get  to  see  the  price 
and,  just  as  important,  the  volume 
traded  in  each  issue  each  day.  As  a 
result,  what  is  occurring  now  in 
housing  is  an  investment  stalemate. 

Something  has  to  give  eventually, 
and  unless  I  miss  my  guess,  it  will 
be  the  patience  of  the  sellers.  They 
have  been  holding  out  this  long  be- 
cause figures  tracking  current  prop- 
erty values  are,  unlike  stock  prices, 
hard  to  come  by.  Hopeful  buyers 
and  sellers  of  condominiums,  there- 
fore, have  done  something  extraor- 
dinary: Both  groups  have  set  a  price 
and  become  stubborn  about  it,  even 
though  it  has  little  relation  to  the 
dollar  amount  at  which  transac- 


Dr.  Srully  Blotnick  is  a  research  psyclxilogist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women. 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 


tions  are  actually  taking  place. 

It's  extraordinary  on  two  coun 
the  sheer  number  of  people  on  bo 
sides  of  the  table  and  the  high  c 
gree  of  inflexibility  both  sides  i 
demonstrating.  Bullheadedness  n< 
mally  occurs  more  frequently 
real  estate  than  in  the  stock  mark 
and  the  rigidity  on  both  sides  is  u 
derstandable — up  to  a  point.  The  a 
surdly  low  (or  high)  price  a  buyer 
seller  may  have  in  mind  is  not  ea 
ly  contradicted  by  anything  he  m 
see  in  the  real  estate  listings  of  t 
newspaper.  Why  not?  Becav 
apartments  differ,  even  if  they  ha 
the  same  layout — yet  another  d 
tinction  between  them  and  stock 

Emotional  and  competitive  f< 
tors  play  a  larger  role  here  th 
most  people  suspect.  I  recenl 
asked  condo  owners  on  two  floors 
a  relatively  new  building  in  Los  A 
geles  what  they  wanted  for  tb 
apartments.  The  first  answen 
"About  $550,000,  and  it's  a  steal 
the  price."  The  other  replied,  "I 
got  $410,000,  I'd  be  pleased."  T 
apartments  are  on  adjacent  flo( 
and,  apart  from  that,  identical.  T 
owners  are  anxious  to  sell — both  i 
leaving  the  area.  Yet  when  the  fii 
heard  about  the  lower  price  the  s< 
ond  was  asking,  he  told  me  irritab 
"Well,  my  wife  and  I  have  tak 
better  care  of  our  place  than  he  c 
of  his.  His  is  worth  less." 

This  case  is  unusual  only  in  tl 
the  owners  of  two  highly  compa 
ble  units  have  heard  each  othe 
asking  price.  Most  owners  in  L 
Angeles  and  other  cities  I  have  si 
veyed  insist  that  such  informati 
isn't  all  that  relevant.  Typical  coi 
ment:  "There  really  isn't  anott 
place  quite  like  this  one  anywhe 
nearby."  When  I  play  devil's  ad\ 
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nd  ask  how  that  can  be,  they 
y  reply,  "We  fixed  this  place 
u  know."  In  other  words,  they 
it  unique  in  some  way,  and, 
ore,  no  comparison  with  what 
ig  advertised  for  less  in  the 
aper  is  meaningful, 
this  would  be  of  interest  only 
siness  psychologist  but  for  the 
lat  there  is  a  great  deal  of 
i  to  be  made — or  lost — in  such 
ition.  A  key  finding  in  a  na- 
survey  I  have  just  completed 
,:  The  majority  of  individual 
tate  speculators  who  expected 
ible  their  money  on  a  condo- 
m  purchase  haven't  yet  taken 
umps.  Of  more  than  600  eager 
,  all  but  45  are  attempting  to 
l  it  out,"  as  one  said, 
it  is  making  them  hang 
'  One  factor  is  the  stock  mar- 
xamatic  rise  ("If  stocks  go  up, 
have  more  money  to  buy  real 
"  said  an  owner  of  two  empty 
i).  But  another,  more  impor- 
ictor  is  ignorance  about  the 
if  activity — lack  of  custom- 
t  the  prices  they  are  asking, 
my  price  is  high,  but  if  some- 
akes  me  a  reasonable  offer,  I'd 
it,"  more  than  140  have  told 
uch  to  their  surprise,  no  such 
have  been  forthcoming, 
gap  between  buyers  and  sell- 
oo  large,  so  the  person  willing 
a  little  legwork  may  profit 
)mely.  If  you  are  looking  for  a 
in  a  major  city  for  next  year, 
>  the  time  to  start.  The  less 
red  you  are  to  buy,  the  better 
lances  that  you  will  find  a 
ass  place  at  bargain  prices.  It 
ot  have  an  alluring  price  tag 
you  first  locate  it,  but  that's 
gnal  to  be  daring  and  patient, 
e  a  bid  you  consider  fair,  then 
sared  to  call  back  weeks  and 
lonths  later  and  have  the  sell- 
lly  accept  it,  with  an  air  of 
ition.  Should  he  reply,  "If  I 
ell  this  place  at  my  price,  I'll 
"  wish  him  well.  Most  people 
ay  this  have  never  been  an 
ee  landlord.  Being  one  may 
:he  most  trying  experience  of 
lives.  Above  all,  find  more 
ne  place  that  you  love, 
all  the  differences  between 
itate  and  the  stock  market, 
ie  of  thumb  applies  equally  to 
nd  has  cost  buyers  who  ig- 
it  a  fortune:  "If  you  love  only 
)u  will  end  up  overpaying  for 
love  more  than  one,  but  be 
:d  to  wait  months,  perhaps, 
lr  love  to  be  returned.  ■ 


The  most  exuberant  best-seller 
sweeping  across  America! 

"We  can't  remember  readers  or  reviewers  ever  having  a  better  time  with 
a  book.  Malcolm  Forbes  succeeds  in  doing  something  that  is  altogether 
rare  in  this  world.  He  has  fun — and  in  Around  the  World  on  Hot  Air  and 
Two  Wheels  we  share  it  to  the  hilt."    — Simon  and  Schuster 


"A  BOOK  OVERFLOWING  WITH  EXU- 
BERANCE  AND  GREAT  GOOD  HUMOR. 

What  Malcolm  Forbes  does  with  his  money  is 
endlessly  fascinating  and,  in  a  way,  almost  en- 
dearing .  .  .  Now  he  has  put  together  a  hand- 
some book  celebrating  his  exploits.  Around  the 
World  on  Hot  Air  and  Two  Wheels  is  priced  at 
$24.95  and  it's  worth  every  penny." 
— Sports  Illustrated 

"SO  OVERWHELMINGLY  A  CELE- 
BRATION OF  THE  JOYS  OF 
ADVENTURE,  as  well  as  an  affirmation  of 
the  good  side  of  life,  that  the  reader  is  soon 
buoyed  by  its  exuberant  message:  Don't  stay 
put  when  you  can  put  foot  into  any  part  of  this  still 
whole,  wide  and  mostly  wonderful  world." 

— The  New  York  Times 


"A  DELIGHTFUL  CHRONICLE- 
LIGHT  AS  A  BALLOON  AND  REFRESH- 
INGLY FREE  OF  HOT  AIR— of  a  journey 
by  the  latter-day  Phileas  Fogg  who  happens  to 
publish  a  business  magazine  called  Forbes  in 
his  spare  time."   — Cosmopolitan 

"A  CROSS  BETWEEN  MARCO  POLO 
AND  JULES  VERNE.  Who  else  in  the 
second  half  of  the  20th  century  would  fly 
across  continents  and  oceans  in  a  brightly- 
colored  balloon  or  go  jolting  his  way  on  a 
motorcycle  through  countries  like  China, 
Pakistan,  and  across  North  Africa?  In 
the  gorgeously  illustrated  book  Forbes 
tells  why  and  how  he  did  it  and  why  he 
will  presumably  go  on  doing  it  as  long 
as  he  can  ...  A  book  for  the  eye  to 
admire  and  the  mind  to  marvel  over." 
—John  Barkham  Reviews 


To  order  send  check  or  money  order  for  $24.95  to: 
Forbes  Book,  60  Fifth  Ave.,  New  York,  NY  10011 


Name  

Address  

City  State  Zip 

(Please  add  appropriate  sales  tax) 
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modify  trading  has  less  to  do  with  trade 
selection  than  most  speculators  realize. 

HOW  MUCH  CAN  YOU 
AFFORD  TO  LOSE? 


By  Stanley  W.  Angrist 


When  commodity  speculations  fail, 
and  most  of  them  do,  the  reason  has 
relatively  little  to  do  with  trade  se- 
lection and  lots  to  do  with  money 
management.  Nevertheless,  most 
speculators  have  only  the  vaguest 
idea  what  money  management 
means.  Ask  a  futures  trader  about 
the  virtues  of  technical  trading  ver- 
sus fundamental-based  trading  and 
he  will  probably  carry  on  long  and 
hard.  Ask  technicians  and  funda- 
mentalists alike  how  much  time  or 
effort  they  devote  to  money  man- 
agement and  all  you  will  get  usually 
is  a  flip  answer  based  on  a  percent- 
age of  capital  or  a  dollar  amount  to 
be  risked  per  trade. 

Most  experienced  traders  will  ad- 
mit, if  you  press,  that  lack  of  proper 
money  management  techniques — 
not  technical  or  fundamental  analy- 
sis— has  contributed  to  more  com- 
modity blowouts  than  any  other 
factor.  A  large  number  of  traders 
know  about  Gann's  Rule  of  Ten. 
This  rule,  named  after  the  legen- 
darily  successful  trader  W.D.  Gann, 
says  that  you  are  safe  from  cata- 
strophic ruin  if  you  risk  no  more 
than  10%  of  your  capital  per  posi- 
tion. This  notion  is  based  on  the 


Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


belief  that  you  won't  be  wrong  ten 
times  in  a  row.  It's  a  notion  that 
can,  in  the  long  run,  break  you. 

W.  Charles  Milmoe,  a  commodity 
and  option  money  manager 
who  has  put  considerable 
thought  into  the  subject  of 
money  management,  re- 
cently pointed  out  that  if 
you  were  right  on  half  of 
your  trades  while  risking 
exactly  10%  of  your  capital 
on  each  trade,  and  if  you 
were  trading  five  times  per 
month,  you  would  have  a 
50%  chance  of  losing  ten 
times  in  a  row,  thus  losing 
all  of  your  capital  in  8.5 
years.  You  would  certainly 
iose  all  of  it  in  17  years. 

Anyone  who  has  traded 
for  a  while  knows  how  dif- 
ficult it  is  to  earn  a  profit 
on  50%  of  all  trades.  Most 
professionals  are  happy  to 
be  right  between  30%  and 
40%  of  the  time. 

What  a  difference  your 
assumptions  make.  If  you  are  cor- 
rect only  30%  of  the  time  and  are 
trading  five  times  per  month,  you 
have  an  almost  100%  chance  of  be- 
ing wrong  ten  times  in  a  row  and 
losing  all  of  your  capital  within  sev- 
en months.  That  fits  with  what  we 
know  about  most  futures  traders. 

Traders  with  40%  of  their  trades 
profitable  will  experience  10  losses 
in  a  row  in  about  every  165  trades. 
This  causes  them  to  face  almost 
certain  wipeout  in  32  months,  a 
50%  chance  of  being  wiped  out  in 
16  months.  Obviously,  Gann's  Rule 
of  Ten  is  not  for  those  who  want  a 
long-term  successful  career  in  the 
futures  markets. 

If  10%  is  too  large  a  chunk  of 


capital  to  risk,  what  is  the  approp 
ate  amount?  Mathematically  t 
answer  depends  on  a  trader's  pi 
centage  of  winning  trades,  his  anri 
al  average  number  of  trades,  the  i 
tio  of  the  average  win  to  averaj 
loss,  and,  not  least,  the  trader's  d 
sired  annual  return  for  his  efforj 
The  higher  the  desired  yield,  tj 
more  you  must  risk  per  trade  foil 
given  number  of  trades  to  get  th 
return.  And,  of  course,  the  more  yt 
risk  per  trade,  the  more  likely  it 
that  you  will  be  blown  away. 

The  overriding  dicta  that  guidl 
all  successful  speculators  is  that 
all  cost,  you  must  preserve  yoj 
capital.  Before  you  enter  any  tra^ 
you  must  decide  what  your  initi 
risk  will  be — and  then  stick  to  it. 

The  table  shows  what  annual  i 
turn  you  can  expect  if  you  use  oi 
set  of  trading-system  characteristi 
and  various  levels  of  risk. 


Rewards  determined  by  risk 


This  table  shows  how  a  desired  annual  yield  is 
dependent  upon  the  risk  per  trade  and  the 
number  of  trades  per  year.  The  greater  the 
return  desired,  the  more  capital  you  must  risk 
per  trade  and/or  the  more  trades  you  must 
attempt  each  year.  The  numbers  assume  that 
35%  of  all  trades  are  profitable  and  that  the 
average  profit  exceeds  the  average  loss  by  a 
factor  of  2.5 — a  very  optimistic  assumption. 
For  example,  if  you  had  an  account  of  $10,000 
and  wanted  an  annual  return  of  80%  on  it,  you 
would  have  to  make  90  trades  and  risk  3%  of 
your  total  account  on  each  trade. 


Percentage  of  capital 
at  risk  per  trade 

Number  of  trades  required 

per  year 
30         60        90  120 

1% 

7.0% 

14.4%   22.2%  30.6% 

2 

14.4 

30.6      48.9  69.6 

3 

22.2 

48.9      80.9  119.0 

4 

30.6 

69.6     119.0  181.3 

Spreaders  who  like  action  mig 
look  at  platinum  versus  gold.  In  N 
vember,  gold  and  platinum  traded 
the  same  price.  Platinum  has  no 
moved  to  an  $85-per-ounce  pren 
um — mostly  on  the  troubles 
South  Africa  and  heavy  industri 
demand  worldwide.  Try  to  buy  tv 
platinum  contracts  (50  ounces  eac 
while  selling  one  gold  (100  ounce 
with  platinum  at  no  more  than 
$75-per-ounce  premium  to  the  go 
basis  the  October  1986  contracts. 

Each  $1  move  will  make  or  lo 
you  $100.  Risk  no  more  than  $ 
per  ounce  ($1,500  per  spread).  Lot 
for  it  to  widen  by  $25  per  oun 
($2,500  per  spread).  The  initial  mi 
gin  on  this  trade  is  $3,200.  ■ 
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lation  ends  not  with  a  peaceful  whim 
m  but  with  a  deflationary  bang. 

IIARKET  MADNESS 


By  Ashby  Bladen 


by  the  papers  that  the  stock 
et  is  going  up  because  inflation 
rig  away  peacefully  and,  there- 
interest  rates  are  coming 
.  In  fact,  the  prices  that  are 
ig  down  are  doing  so  because  a 
;  number  of  people,  businesses 
whole  countries  are  going 
.  It's  hard  to  understand  how  a 
iing  deflationary  depression 
e  good  for  stock  prices. 
;  second  depression  of  the  20th 
ry,  as  I  pointed  out  before,  be- 
1  1982.  It  started  when  the  di- 
cing countries  that  had  bor- 

I  and  spent  heavily  on  the  as- 
tion  that  ever-rising  oil  prices 
i  bail  them  out  of  their  debts 
unable  to  pay  on  time.  So  far, 
tve  been  ducking  the  issue  by 
eduling,  but,  basically,  if  those 
ries  are  to  avoid  a  disaster, 
vill  have  to  be  bailed  out — and 
ly  by  American  taxpayers. 

will  be  sheltered  from  the 
iing  depression  for  a  while  by 

II  of  the  dollar.  This  means  that 
ill  earn  more  from  our  own 
ing  because  we  will  be  produc- 
:  home  more  of  the  things  we 
nstead  of  borrowing  from  the 
ans  to  buy  all  those  lovely  cam- 


3laden  is  a  financial  consultant  and 
of  How  to  Cope  with  the  Develop- 
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eras  and  from  the  Japanese  to  buy  all 
those  cars.  But  it  also  means  that  our 
standard  of  living  will  not  be  rising  as 
fast  as  it  was  when  we  were  borrow- 
ing. For  a  while  the  most  visible 
impact  of  the  depression  in  this 
country  will  be  a  continuing  flood  of 
impoverished  Mexicans  (along  with 
the  rich  but  scared  Mexicans)  com- 
ing across  our  southern  border. 

In  short,  the  40-year  boom  that 
the  world  has  enjoyed  since  World 
War  II  is  giving  way  to  another  era 
of  financial  troubles.  We  could  per- 
haps have  avoided  our  growing  trou- 
bles if  we  had  realized  in  time  that 
excessive  borrowing  and  spending — 
which  have  left  too  many  of  us 
awash  in  debts — were  also  the  cause 
of  the  last  depression. 

The  last  bout  of  borrowing  and 
spending  financed  World  War  I  and 
then  the  postwar  boom,  until  at  the 
beginning  of  the  Thirties  the  burden 
of  debt  service  charges  became  too 
heavy  to  be  supported  by  incomes. 
And  after  World  War  II  we  failed  to 
see  that  we  were  making  the  same 
mistake  once  again,  because  John 
Maynard  Keynes  told  us  that  the 
cause  of  depressions  is  a  collapse  of 
investment  spending  that  itself  has 
no  cause  beyond  a  weakening  of  the 
"animal  spirits"  of  businessmen. 

If  Keynes  had  looked  a  little  hard- 
er, he  would  have  seen  that  busi- 
nessmen's animal  spirits  weakened 
in  the  early  Thirties  because  they 
suddenly  realized  that  they,  or  their 
customers,  or  both,  were  too  heavi- 
ly in  debt  and  were  likely  to  go 
broke.  Because  he  didn't  understand 
that,  Keynes  also  told  us  that  bor- 
rowing and  spending  are  the  cure 
for,  rather  than  the  cause  of,  depres- 
sions. The  beginning  of  Keynesian- 
ism — "hair-of-the-dog"  economics. 


The  fallacy  of  Keynesianism  is 
now  plain  to  see,  if  we  only  care-to 
look.  For  many  years  the  Mexicos  of 
the  world  have  been  using  the  credit 
of  the  national  government  to  bail 
out  every  overextended  debtor 
whose  bankruptcy  would  cause  un- 
employment. By  now  they  have  fi- 
nally destroyed  the  international 
credit  of  the  whole  country.  But  be- 
cause we  Americans  are  not  yet 
ready  to  learn  from  the  unhappy 
experiences  of  other  countries,  we 
are  still  doing  the  same  thing. 

Keynes  to  the  contrary  notwith- 
standing, we  cannot  borrow  and 
spend  ourselves  rich  forever.  In- 
deed, once  our  financial  troubles 
have  gotten  as  bad  as  they  are  now, 
continuing  to  try  to  borrow  and 
spend  our  way  out  of  them  is  the 
way  to  touch  off  runaway  inflation, 
as  we  can  also  see  by  looking  at  the 
recent  experiences  of  Mexico  and 
the  other  overindebted  countries. 

The  best  way  to  look  at  the  eco- 
nomic history  of  the  last  quarter- 
century  is  in  terms,  not  of  a  Keynes- 
ian  shortfall  in  demand,  but  rather 
of  an  escalating  clash  between  the 
inflationary  consequences  of  exces- 
sive borrowing  and  spending,  and 
the  deflationary  potential  of  a  rising 
burden  of  debts.  If  the  outcome 
were  left  to  market  forces,  it  would 
be  clear  that  we  are  on  the  brink  of 
another  deflationary  depression, 
and,  while  the  stock  market  boom 
would  be  suspect,  we  could  be  sure 
that  the  rally  in  bonds  is  real. 

But  we  cannot  be  certain  that  the 
outcome  will  be  left  to  market 
forces.  Since  the  political  impera- 
tive of  the  late  20th  century  is  to 
fend  off  another  round  of  deflation 
and  depression  at  any  cost,  there  is  a 
great  risk  that,  as  our  trouble  grows, 
the  politicians  will  pour  from  the 
Keynesian  bottle  increasingly  until 
they  create  a  Mexican-style  infla- 
tion. Even  if  they  resist  that,  we  are 
enjoying  the  best  news  from  the  in- 
flation front  right  now.  The  fall  of 
the  dollar  means  rising  prices  for 
the  things  we  import  from  the  coun- 
tries that  are  not  either  broke  or 
totally  dependent  on  the  dollar. 

Both  the  stock  and  the  bond  mar- 
kets have  had  tremendous  runs  for 
reasons  that  are  doubtful  at  best.  It 
seems  to  me  that,  until  the  infla- 
tion-deflation seesaw  tilts  decisive- 
ly one  way  or  the  other,  people  who 
hope  to  hang  on  to  the  wealth  they 
now  enjoy  should  find  FDIC-in- 
sured  bank  deposits  and  U.S.  Trea- 
sury bills  extremely  attractive.  ■ 
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EXECUTIVE  GIFTS 

BUSINESS  SERVIC 

£5*  V  ■ 


BREVARD  NORTH  CAROLINA 
1,000  ACRE  TRACT  FOR  SALE 

Located  in  the  beautiful  mountains  of  Western  North  Carolina,  this 

tract  is  one  of  the  last  available  in  the  Brevard  Area. 

Excellent  topography,  beautiful  views,  waterfalls,  and  location 

make  this  property  outstanding  for  several  types  of  development 

and  for  investment.  Also,  includes  large  log  home,  guest  cabin,  two 

lakes,  50  acres  cleared  meadows.  Possible  to  subdivide;  100  acre 

minimum. 

Brevard  is  located  between  Asheville,  Henderson ville,  N.C.  and 
Greenville,  S.C.  and  is  convenient  to  reach  from  Interstates  1-85 
and  1-26. 

Anne  Clayton,  Executrix,  Brevard  Realty 
P.O.  Box  1191,  Brevard,  North  Carolina  28712 
(704)  884-2425 


COE  LODGE— The  Coe  Lodge, 
often  described  as  a  "mountain 
shangri-la,"  has  been  donated  to 
charity  and  ordered  sold.  Only  27 
miles  from  Cody  nestled  in  a  lush  basin 
adjacent  to  the  National  Forest,  it  was 
purchased  by  the  Coe  family  from  Buf- 
falo Bill  Cody  in  1911.  This  protected, 
aspen-filled  valley  looks  out  over  a 
breathtaking  panorama  of  mountain 
ranges,  valleys,  and  the  Big  Horn 
Basin.  The  property  includes  a  cha- 
teau-style lodge,  a  caretaker's  house, 
Buffalo  Bill's  original  cabin,  487 
deeded  acres,  and  7  natural  spring-fed 
and  trout-filled  lakes.  Contact  Ex- 
clusive Agent  for  the  Sellers: 
Hall  &  Hall,  Inc., 
P.O  Box  1924,  Billings,  MT  59103 
(406)  252-2155. 


DONATE  REAL  ESTATE 

of  any  kind  as  a  tax  deduction  to  a  nat'l 
non  profit  educational  group.  We  are  an 
ethical  IRS  501-C-3  professional  society 
without  any  disallowance  in  our  16  yr. 
history. 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


SOFTWARE 


Hunt  your  own  40  acres.  Plen- 
ty of  game  in  these  hills! 
$30,000  and  up.  1%  down.  9% 
financing. 

Call  303-379-3263 
Forbes  Wagon  Creek  Ranch 
Box  303 
Ft.  Garland,  CO  81133 


SSS  OPTION  INVESTORS  SSS 
THE  1AM  OPTION  STRATEGIST 

A  new  program  for  IBM-PC  selects  the  best 
option  strategy  for  you.  Computes  and  plots 
the  return,  defines  risk,  ranks  strategies. 
High  quality,  menu-driven .  No  commands 
to  learn.  Only  $74.50.  Free  details. 
I.A.M.  INC., 
P.O.  Box  1019,  Oak  Brook,  IL  60522 
(312)  369-8461. 


1  MACANUD0  ROTHSCHILD  " 
■  CIGARS  35%  OFF!  1 

(6WRG42,  Box  Of  25) 

|  '33*/B0X!(SAVES16  75)| 

Wrapper  choice  Natural.  Claro  or  Maduro 
Also  rock  bottom  prices  on  tresh ,  perfect  I 
Partagas,  Oon  Dleoos.  H  Upmanns  I 


Ramon  Allones,  Royal  Jamaicas, 
Monteenu.  FREE  catalog  800-  672-5544 
(NY  State  212-221-1408)  Send  check  or 
M  0  —add  shipping  Si  00  for  first  box. 
50c- ea  add  I  box  NY  res  add  sales  tax 
Offer  expires  June  30.  1986 


|  FAMOUS  SMOKE  SHOP| 

^^pl  71  55  W  39th  SI   New  York  NY  100^J 

COMPUTERS 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
Ed  or  Joe  McManus 
Fgt  Prepaid  Save  Tax 
a,      Toll  Free  800-231-3680 

Oil  mflRYlTlflC  INOUSTRIESINC 

22511  Katy  Fwy 
Kaly  (Houston!  TX  77450 
1-713-392-0747  Telex  774132 


before  you  hire 

CROSS  OUT  THI 
CROOKS' 

***** 

"lover  40%  ot  people  are  -i  -."  . 

Nationwide  hundreds  of  Ci 
porations  use  P  OS  PRE  El 
PL0YMENT  OPINION  SURVE 
(a  one  page  questionnaire) 

•  PROVEN  VALID 

•  LEGAL  IN  ALL  STATES 

•  EASY  TO  UTILIZE 

•  COST  VERY  LITTLE 
For  complete  information 


wrrte  or  pho 


(Toll  Frl 


T.O.S.  Corporatioi 

P.O  Box.  48232  •  Chicago.  IU 
1  800  -  62140O8 


EVENTS 


GOVERNOR'S  CANNONBALL 

Minnesota  has  granted  40( 
of  paved  county  forest  road 
volunteer  corporate  presidei 
national  celebrities  to  rao 
cars  September  18,  19  &  2 
special  event  is  designed  I 
tourism  and  support  the  I  oca 
omy  in  St.  Louis  County.  O 
at  1-312-888-7319  for  detail 


HOW  TO  ADVERTISE  IN 


Forbes  Market/ 


FORBES  MARKET'CLASSIFIED  is  published  in  the  first  is 
of  each  month.  Advertising  closing  date  is  one  month  precec 
date  of  issue. 

Frequency  discounts  available.  Payment  must  accomp 
order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL 

LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 

60  FIFTH  AVENUE  NEW  YORK,  NY  10011 
(212)  620-2440 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 


★195,636  serve  on 
their  companies' 
board  of  directors 


♦248,584  serve  on 
boards  of  one  or 
more  companies 


★709,920  own 
securities.  Average 
value:  $717,798 


♦  Total  paid  circula- 
tion: 720,000 


★348,480  are  in  top 
management  positions 


★Average  household 
income:  $138,935 


★Average  Net  wortl 
$1,146,363 


>rbes  Market/ 


\ND  PERIODICALS 


BUSINESS  OPPORTUNITIES 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


EFERENCE  BOOK 

omplete  Annual  report  and 
nage  Planning  Book  is  the 

tion  devoted  to  every  aspect 
ling 
orts. 
>und, 
slip- 
ne  is 
ages, 
ains 
if  ex- 
ivard- 
inual 
id  or 
nore 

omm.,  212  W.Superior, 
60610;  312/944-5115. 


YACHTS 


TE  YOUR  BOAT 

Cash  +  Tax  Savings 

in  sale  to  a  charily,  our  cash 
^our  income  tax  savings  give 
itial  financial  return. 
:al  Estate  &  Motor  Vehicles. 

CAN  INSTITUTE 

S00-826-6840 

,:  305-772-5773 


ANEOUS  FOR  SALE 

tfENT  GEMSTONES! 
ITEED  LIQUIDITY!!! 

le  catalog.  Satisfaction  Gtd 
vlember:  Jewelers  Board  of 
iber  Commerce,  American 
ssn. 

USE  OF  ONYX 

One  Main  Street 
/ille,  Kentucky  42345 
FREE  1-800-626-8352 


I  APPOINTMENTS 


APPOINTMENTS 

jr  Salesmens  Appointments 
ranee  Professionals 
WRITE  OR  CALL 
INTMENT  MAKERS 
/ilshire  Blvd.  #204 
Monica,  CA  90401 
LL  TOLL  FREE 
1-523-0835  in  Calif. 
>2-2923  Western  U.S. 
))  395-4004  Local 


BES  BINDERS 


SLIP  CASES 
OR  BINDERS 


I  In  red  and  gold 
I  leatherette. 

I  Slipcaae:  $6.95 
I  three  for  $20.00 
Binders:  $8.50 
three  for  $24.75 
k  with  your  name  and 

address  to: 
JONES  BOX  CORP. 
FB.  P.O.  Box  5120 
idelphia.  PA  19141 


Your  Road  To  Riches  Starts  Here 

Get  in  on  the  ground  floor  and  rise  to  the  top 
with  the  network-marketing  opportunity  of 
the  80's.  A  rapidly-expanding  organization 
headed  by  the  hottest  entrepreneur  in  Amer- 
ica today.  Four  revolutionary  nutritional  for- 
mulas endorsed  by  15  renowned  medical 
experts  including  two  former  Nobel  prize 
winners  in  medicine.  National  marketing 
support  by  superstar  sports  figures.  For 
more  details  plus  video  marketing  and  train- 
ing success  kit  call: 

Mr.  Coloney  at  1-800-835-2246,  Ext.  113 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise. Over  600  others  have,  ask  them. 
Call  today  for  free  information. 

Speedy* 

Printing  Cantors 

23131  VERDUGO  DRIVE 
LAGUNA  HILLS,  CA  92653-1342 
CALL  1-800-854-3321 


■GTP^  15,000  BUSINESSES 
m&UJy  FROM' COAST 

^P3*  TO  COAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
.  .     MULTIPLE  LISTING  SERVICE 
f<A     Toll  Free  800-327-9630 
XT/    in  Fla  call  800-533-4663 


SSS  FOR  SALE  BY  OWNER  SSS 

'/?  Billion  S  Worth  of  Businesses  with 
No  Biokerage  Fees  Buyers  or  Sellers  Welcome 
Toll  Free  1-800  233-21 15  In  TX  1-ZI4-9804865 

GREAT  WESTERN  /"m£*l 

BUSINESS  EXCHANGE.  INC.  f  p 
14114  Dallas  Pkwy  .  #220  XjJjl^/^ 
Dallas.  Texas  75240 


APPAREL  COMPANY 

Aggressive  new  company  in 
New  York's  garment  Center. 
Seeks  Capital  for  expansion. 
Sales  in  first  year  2  million 
plus.  Write: 

Box  #  301 ,  60  Fifth  Avenue, 
New  York,  NY  10011 


This  announcement 
is  neither  an  offer  to 
sell  nor  the  solicita- 
tion of  an  offer  to 
buy  any  of  these  se- 
curities The  offer  is 
made  only  by  Pro- 
spectus 

NEW  STOCK 
OFFERING 


No  offer  is  being 
made  and  no  sale 
will  be  made  in  any 
lurisdiction  in  which 
such  offer  or  sale 
would  not  be  in 
compliance  with  the 
securities  laws  of 
such  jurisdiction 
NEW  ISSUE 


THOROUGHBRED  INVESTMENTS,  INC 

OFFERING  PRICE  $  01  PER  SHARE 
MINIMUM  INVESTMENT  $500. 

Brownslone-Smith  Securities,  Corp  10211  W  Sample  Rd  .  #115 
TOLL  FREE  1  -800-331  5289        Coral  Springs,  Fl  33065 

For  a  Prospectus,  please  send  to  Brown  stone- Smith,  Corp 

Name  


Address  _ 
City  


.  Stale  _ 
-(B)- 


You've  Paid 
The  Price 


FREE 


Eraenne 

(A  $10.95  VALUE) 


Here's  Your  Reward. 

A  very  classy  offer.  With  each  box  of  hand  rolled  H. 
Upmann  Dominican  cigars  you  order  at  our  famous  low 
prices,  you  get  a  quality  Lucienne  electronic  lighter  for  free. 
Order  soon,  limited  quantities  available. 

OLD  CHICAGO  SMOKE  SHOPS 

169  N.  Clark  St.        M^B  WgJ 
Chicago,  Illinois  60601  II      P^MN  ! 


Call  Free  for  FREE  delivery 
anywhere  in  the  U.S.A. 

Illinois:  800-972-1135 
OTHERS  800-621-1453 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  Vs"  |or 
state  widthl  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94  1 3  I        (415)  S8S-6100 


SPORTS 


PEBBLE  BEACH  GOLD  CAP — 

$15.00.  With  PB  Give  $22.00.  Add 
$5.00  shpng.  PB  Ptr— $60.00— vsor 
$10.00,  Twl  $10.00,  Shft  $30.00,  Swtr 
$40.00  Brm  Hat  $15  00.  Prce  Lst.  Bis, 
Bgs.  Clbs,  &  More.  Group/corp  disc. 
CORRICK  CALIF. 
Dept.  F,  PB,  Ca.  93953-0698 
408-426-9010/373-6894 


CHILDREN'S  GIFTS 


Backyard 
play  sets, 
ruggedly 
built 
of  4x4 
redwood 
to  withstand 
the  toughest 
climate  for  years, 
Call  or  write  for 
a  free  color  brochure. 
WOODPUW  Dept  F 
PO  Box  27904 
Raleigh.  NC  27611  7904 

Building  Ploy  Value  for  10  Years 


SHARING 


IS  CARING 


ALL  NAME  BRANDS 
FAST-FRESH-CHEAP 

1-800-JR-CICAR 


Forbes:  Capitalist  Tool 


®  REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA  S  BUSINESS 


Streetwalker 


Cyclops  against  the  pros 

Is  Pittsburgh's  Cyclops  Corp.  a  buy 
the  morning  after?  Last  December 
the  company  announced  plans  to  sell 
its  specialty  steel  and  nonresidential 
construction  businesses  to  members 
of  management  and  to  privately  held 
Hillman  Co.  Price:  $200  million  in 
cash  and  assumed  debt  and  pension 
liabilities.  Cyclops  would  be  left  with 
Silo,  its  S500  million  (sales)  appliance 
and  home  entertainment  equipment 
retailing  division.  Silo  also  has  a  small 
home  improvement  chain. 

But  some  big  holders  of  Cyclops'  3.9 
million  shares  argued  the  pension  li- 
ability was  overstated  and  insisted 
that  the  book  value  of  the  specialty 
steel  operation  alone  was  as  high  as 
$250  million.  Late  in  March  the  deal 
was  scrapped,  but  the  stock  dropped 
only  a  few  points,  to  57 Va,  presumably 
in  the  hope  a  new  offer  will  arrive. 

Will  one?  Streetwalker  understands 
that  more  than  half  the  shares  may 
now  belong  to  arbs  as  well  as  the  big 
holders.  They're  pressuring  manage- 
ment to  strike  another,  higher-priced 
deal.  Silo  could  be  worth  at  least  $60  a 
share,  the  steel  assets  another  $25  a 
share.  With  Cyclops  stock  recently 
back  to  60,  a  few  quick  upside  points 
could  be  in  store— unless,  of  course, 
no  deal  materializes  and  the  pros 
dump  their  stock. — Thomas  Jaffe 


Tarnished  angel 

The  Street  has  given  up  on  Wyman- 
Gordon  Co.  Shares  of  the  Worces- 
ter, Mass. -based  metal  forgings  manu- 
facturer (sales,  $384  million)  were  re- 
cently at  24,  same  as  eight  months 
ago.  Depressed  prices  for  titanium 
hurt  a  W-G  subsidiary.  So  did  foreign 
competition  in  the  weak  U.S.  diesel 
truck  market,  which  Wyrnan  supplies 
with  crankshafts.  Even  sales  of  com- 
ponents for  military  planes,  strong 
since  1981,  have  begun  to  flatten. 
Likely  1986  earnings:  around  $1.20  a 
share,  40%  less  than  what  was  earned 
from  continuing  operations  in  1984. 

Scratch  the  tarnished  surface,  how- 
ever, and  behold  an  angel  ready  to 
shine.  Since  last  summer  Wyman  has 
quit  agricultural  and  earth-moving 
equipment,  written  off  assorted  in- 
ventories and  shut  a  crankshaft  plant 
in  Illinois.  But  another  crankshaft  fa- 
cility in  Danville,  111.  is  considered 
the  most  modern  in  the  industry.  In 
its  aerospace  lines,  Wyman  makes  jet 


engine  parts  and  main  struts  for  the 
landing  gear  of  the  747-400,  757  and 
767.  It  stands  to  profit  handsomely 
from  the  big  new  orders  for  Boeing 
airliners  by  KLM,  Singapore  Airlines 
and  others. 

Meanwhile,  there  is  $42  million  in 
cash  and  equivalents,  and  hardly  any 
long-term  debt.  Chances  are  Wyman 
will  either  start  coining  good  money 
again — in  1981  earnings  reached 
$3.05  a  share — or  change  hands.  Cur- 
rently 45%  of  the  18.8  million  o-t-c 
shares  are  controlled  by  four  families, 
which  are  unlikely  to  remain  patient 
with  less  than  excellent  results. — T.J. 


Zell's  shell 

Tax  losses  are  hot,  and  Chicago  real 
estate  wizard  Sam  Zell  controls  a 
sizzler:  Itel  Corp.,  the  reorganized 
shell  of  the  bankrupt  container  and 
railcar  lessor.  Itel  has  $370  million  in 
tax-loss  carryforwards  and  invest- 
ment tax  credits.  Chairman  Zell  and 
his  partner  own  almost  30%  of  Itel's 


An  Itel  dredge  at  work 
Dig  those  dollars. 


18  million  fully  diluted  shares. 

Itel  isn't  on  the  hook  for  a  penny  of 
its  troubled  railcar  subsidiary's  $295 
million  of  long-term  debt.  But  there's 
still  $210  million  in  debt  that  Itel  is 
very  much  responsible  for,  and  oper- 
ating earnings  from  its  container  busi- 
ness alone  couldn't  service  it. 

To  use  the  tax  losses  and  acquire 
cash  flow  to  pay  down  that  debt,  Zell 
last  fall  bought  profitable  Great  Lakes 
International,  the  dredging  and  mari- 
time construction  firm,  for  $171  mil- 
lion— more  than  60%  of  it  debt.  Rob- 
ert Denton  of  New  York's  Pacific  Eq- 
uity Group  thinks  the  stock,  now  at 
14,  is  attractive,  even  though  it  has 
doubled  in  the  past  year.  He  points 
out  that  after  the  merger,  Itel  (exclud- 


ing railcars)  trades  for  just  4. 7  ti 
anticipated  1986  cash  flow. 

Better  yet,  says  Denton,  Com 
wants  to  improve  the  country's  [ 
and  inland  waterways.  Denton 
lieves  pending  legislation  could  at 
least  $100  million  in  new  salfl 
1987  alone — an  80%  gain  in  reve: 
for  the  Great  Lakes  outfit.  He  fig 
every  dollar  of  additional  sales  adc 
cents  to  Itel's  cash  flow. 

There's  yet  another  acquisi 
coming,  Denton  believes.  And 
reportedly  has  said  he  wants  to 
the  entire  tax-loss  carryforward 
money  within  five  years.  Itel  "wi 
a  $20  stock  by  year-end,"  says  1 
ton,  an  active  buyer. — T.J. 


Xtra  special? 

Speaking  of  container-leasing 
fits,  Xtra  Corp.'s  stock  is  up  r 
than  30%  since  February,  to  a  re 
28  Vi,  probably  on  takeover  spe< 
tion.  The  main  attraction:  Xtra's 
flow,  enriched  by  high  depreciatic 
roughly  $8  a  share.  It  also  has 
million-plus — over  $7  a  share — ir 
used  investment  tax  credits, 
main  detraction:  Xtra  leases  con 
ers  and  piggyback  trailers,  main! 
U.S.  railroads.  These  businesses 
depressed.  Analyst  Edward  Tavli 
Cleveland's  Prescott,  Ball  &.  Tu 
thinks  earnings  for  the  fiscal  year 
ing  in  September  could  be  as  hr 
$1.50  a  share. 

But  the  depressed  earnings  may 
buying  opportunity  in  disguise. 
$200  million  (sales)  company 
been  wisely  spending  to  upgrad 
piggyback  fleet  from  40-foot  tra 
to  more  popular  45 -footers,  and 
benefit  if  the  economy  is  strong 
year.  Besides,  says  Tavlin,  insi 
control  only  4%  of  Xtra's  7.5  mi] 
shares  outstanding.  A  takeover  bi 
thinks,  would  have  to  be  at  a  n 
mum  of  35  to  37.  The  downside?  ] 
•  20s.  Interesting.— T.J. 


All  aboard — slowly 

Varlen  Corp.  of  Rolling  Mead' 
111.  makes  railroad  products, 
erything  from  unloading  gates  to  1 
motive  parts.  But  rail  deregulai 
mergers  and  falling  traffic  led  t( 
duced  spending  on  new  cars 
maintenance.  Last  year  $119  mil 
(sales)  Varlen  finally  took  a  w 
down  on  inventories  and  shut  s 
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r  divisions.  Result:  In  1985  the 
ny  lost  81  cents  a  share.  Con- 
s' operations,  however,  were 
i  share  in  the  black, 
e  to  climb  aboard,  says  analyst 
Bahr  of  Milwaukee's  Robert  W. 
k  Co.  As  insurance  costs  rise, 
:arriers  may  well  decide  they 
irotect  their  freight  better.  Bahr 

that  will  mean  more  sales  of 
ilcar  cushioning  devices  that 
manufactures.  He  also  predicts 
vill  rise  for  Varlen's  industrial 
:rs,  metal  furniture  compo- 
und binders  for  loose-leaf  books. 

expects  net  will  be  $1.25  a 
his  year.  That  prices  Varlen  at 
tes  anticipated  1986  earnings, 
rlen's  cyclical  earnings  should 

1981's  record  net  of  $2.34  a 
vithin  the  next  few  years, 
orange  light:  There  are  only  4 
i  shares.  New  York's  Dyson- 
r-Moran  Corp.  owns  32%,  the 
rig  Rupert  family  another  8%, 
re's  not  a  lot  of  stock  around, 
links  the  stock  is  a  buy,  but  on 
ess. — T.J. 


:  bonds  for  biotech 

th  biotech  stocks  hot  again, 
>w  come  Enzo  Biochem,  Inc. 
$35  million  through  a  private 
lent  of  Drexel  Burnham  Lam- 
onsored  9%  convertible  deben- 
n  March?  Probably  because  in- 
i  would  have  turned  noses  up  at 
ity  offering.  And  with  reason, 
i  Biochem  has  taken  much 
than  expected  to  come  out 
ammercial  products.  After  ten 
Enzo  finally  won  its  first  FDA 
al,  for  a  herpes  confirmation 
st  September — only  to  be  beat- 
larket  by  a  competing  product 
yntex  Corp. 

t  about  that  $6.8  million  in  rev- 
and  $1.3  million  (14  cents  a 
in  earnings  Enzo  reported  for 
985  (ending  July  31)?  The  bulk 
se  "revenues"  was  research 
noney  from  Johnson  &.  John- 
lich  owns  15%  of  Enzo  and  to 
Enzo  has  given  up  marketing 
or  human  diagnostic  products. 
?s  came  from  a  laboratory  ac- 
last  year,  interest  income  and 
:  diagnostic  tools  for  labs;  these 
eed  FDA  approval, 
says  the  $35  million  from  the 
jnd  issue  is  to  "develop  distri- 
channels  for  the  continuous 
products  we  expect."  Maybe. 
>  a  long  climb  from  Enzo's  re- 
rice  of  17  back  to  its  high  of 
ree  years  ago.— Ellen  Benoit 
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Abbott  Laboratories   82 

Abex  68 

Advanced  Micro  Devices   180 

Aetna  Life  &  Casualty   10 

Alamito  48 

Alcan  Aluminium   14 

Alexander  &.  Alexander    10 

Allegheny  International  91,  180 

Allied-Signal   158 

Amalgamated  Sugar   127 

American  Cyanamid  8 

American  Express  (Shearson 

Lehman  Brothers)   75,  96 

American  Film  26 

American  Greetings   184 

Analytics  Communications  Systems   8 

Arbor  House   27 

Armada  91 

Laura  Ashley   68 

Astra    128 

AT&T    8,  82,  158,  170 

Atlantic  Richfield   82 

Avnet    116 

B  AT  Industries    14 

Robert  W.  Baird   194 

Banco  Nacional  de  Descuento   54 

Bank  of  New  York   38 

Bank  of  Virginia    184 

Bank  America  96 

Barclays  Bank    14 

Becton  Dickinson   146 

Best  Western  68 

Bevill,  Bresler  &  Schulman    104 

Bharat  Heavy  Electricals   142 

Black  Enterprise   134 

H&R  Block    184 

Boeing   96,  194 

Borden  82 

Builders  Square   128 

Bundesbank   3 1 

Business  International    103 

Cabot  Carbon   80 

Caesars  World    184 

California  Housing  Finance  Agency    179 

Campbell  Soup   8 

Campbell  Soup  (Peppendge  Farml    138 

Capital  Cities7ABC    162 

Pierre  Cardin    138 

Caribank  N.A  54 

Carter  Hawley  Hale  Stores 

(Neiman-Marcus)   162 

Caterpillar  Tractor   180 

CBS  158 

Celanese   146 

CGM  Group    160 

Channel  Club  Condominiums   134 

Chase  Manhattan  38 

Chemical  New  York  96 

Chili's   74 


Chiron   146 

Christiana   18 

Cigna   10 

Citicorp  38,  41,  98,  106 

Cleveland  Electric  Illuminating  48 

Club  Mediterranee    150 

Jacqueline  Cochran    138 

Columbia  Savmgs  &.  Loan 

(Beverly  Hills,  Calif.]   40 

ConAgra  83 

Concept  Development   180 

Conde  Nast  (GQj   134 

Consolidated  Cigar    135 

J.D.  Construction   68 

Contran   127 

Copeland  Gnggs  Productions  8 

Corestates  Financial    184 

Crown  Zellerbach   39 

Culbro   135 

Cyclops    194 

Cypress  Semiconductor   116 

Dancare  28 

Dania  Bank   54 

Deepdale  General  Hospital  80 

Deltona   48 

Depository  Trust   104 

Diesel  Locomotive  Works    142 

Digital  Equipment   8 

Digital  Pathways  8 

Christian  Dior    138 

Dow  Jones  AX all  Street  Journal)   106,  182 

Drexel  Bumham  Lambert   75,  170,  195 

Du  Pont   82,  158 

Dunkin'  Donuts   74 

Dyson  -Kissner-Moran   14,  194 

Eastern  Air  Lines   134 

Eastman  Kodak    146,  164 

Ebony    134 

Elmex  91 

En  t  err  a   91 

Enzo  Biochem   195 

Ernst  &  Whinney   82 

E.S.M.  Government  Securities  54 

Essence    134,  162 

Evans  &  Co   128 

Event  Management    164 

Fedco  Foods    162 

Fidelcor   184 

Financial  Times  41 

Firestone  Tire  &  Rubber  62 

First  Boston   38 

First  Interstate  Bancorp   96 

Foote,  Cone  &  Belding   134 

Foothill  Group  75 

Ford  Motor   10,  68 

FPL  Group   48 

Fujitsu   1 16 

GAF   127 

Genentech    146 


General  Electric           8,  48,  82,  158,  N 

General  Motors    10,  18, 

Global  Marine   J 

Goldman,  Sachs   4 

B.F.  Goodrich  _J 

Goodyear  Tire  &  Rubber   J 

Gould   J 

Government  National  Mortgage 

Association   11 

W.R.  Grace   j 

Grantree  J 

GTE  J 

Guess?  J 

Hachette   

Harper  s  Bazaar   

Health  Information  Systems   J 

Hearst  ( Cosmopolitan )   13 

Hewitt  Associates   J 

High  Tech  Medical  Park  J 

Hillman   J 

Hitachi   _ 

Home  Depot   

Home  State  Savings  Bank  iOhio|   

Honda   

House  &  Garden  

Household  International  

Hudson  Foods  

E.F.  Hutton  

IBM    8,  68,  98,  11 

Imnet   

Intel  8,  3 

International  Dairy  Queen   

ISYS  _ 

ltd  _j 

James  River  

Jet  _J 

Jockey  International  

Johnson  &  Johnson   

Jordache   

Joujou  Designers   _ 

J  tide  VParmiski's  1986  Media 

Guide  

K  mart  

Kawasaki  Steel   ~ 

KeyCorp  

Keystone  Consolidated  

Kidder,  Peabody  

Calvin  Klein   

KLM  

KMG  Mam  Hurdman   

LOfficiel   _  _ 

Jack  LaLanne  European/ 

Hobday  Spa  I 

Lever  Brothers   

Libbey-Owens-Ford  

Linear  Technology   

Lipper  Analytical  Services  

Litton  Industries   I 

LLC   
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Peckner,  Dorfman,  Wolffe,  Kounick 

&  Cabot  80 

Penn  Square  Bank   96 

PepsiCo   135 

Perception  Research  Services    134 

Perdue  Farms  83 

Pfizer  82,  146 

Phibro-Salomon  38 

Philadelphia  Coca-Cola  Bottling   162 

Phillips  Petroleum    14,  82,  158 

Pillsbury   74 

Playboy  International    134 

PNC  Financial   96 


Yves  St.  Laurent   

Standard  &  Poor's    128, 

Standard  Oil   

Standard  Oil  of  Indiana  

State  Street  Bank   

Sun  Trust  Banks  

Sunnse  Savings  &  Loan  

Sunshine  State  Bank   

Sunstate  Restaurant   

Syntex    146, 

T  Cell  Sciences  

Tact  Technology   

Ann  Taylor   


Polaroid  8,  158 

Portland  General  Electnc   48 

Prescott,  Ball  &  Turben    194 

Preway   75 

Price  Waterhouse   82,  158 

T.  Rowe  Pnce  funds   176 

Princeton/Newport  Partners    170 

Procter  &  Gamble    14,  146 

Pulsar   68 

Quotron   98 

Rainier  Bancorp  96 

Ralston  Purina  83 

Reader  s  Digest   182 

Resorts  International   91 

Nina  Ricci    138 

Robertson,  Colman  &.  Stephens   146 

Rolling  Stone    134 

L.F  Rothschild,  Unterberg,  Towbin   179 

Rouse    172 

Rowan  Cos    132,  180 

Sachnoff,  Weaver  &  Rubenstein   80 

Saga   74 

Sambo's  75 

San  Diego  Gas  &  Electric   48 

Sara  Lee   138 

Schieffelin   134 

Sea-Land    14,  127 

Sears,  Roebuck   62 

Sears,  Roebuck  (Dean  Witter  Reynoldsl  .  75,  96 

Seattle  Trust  &  Savings  96 

Security  Pacific   96 

Seidman  &  Seidman   82 

Self   138 

Sharp   68 

LP.  Sharp   182 

Shell  Oil   160 

SI   134 

Siemens   8 

Singer   91 

Jaclyn  Smith    128 

Sonat  Offshore  Drilling    132 

Southern  California  Gas   8 

Sparber,  Shevin,  Shapo  & 

Heilbronner  54 

Sport  Magazine    134 

SSC&B    134 
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Taylor-Gordon,  Aarons   134 

Teledyne    199 

Telerate  „„  98 

Temasek  Holding  |Singapore  Airlines)    194 

Tenneco    158 

Texas  Bus  Lines  80 

Texas  Instruments    116 

TGI  Friday   74 

Time  Electronics   116 

Time  Inc    134,  180 

Toledo  Edison  48 

Toyota  41 

Trans  World  Airlines   31,  168 

TRW   10,  106 

Tyson  Foods  83 

U.S.  Bancorp   96 

U.S.  Steel   38,  82 

UAL  (Hertz)   62 

Uncle  Sam's  Restaurant   27 

Union  Carbide    158 

Unocal    168 

UPI   75 

Valley  National  _   184 

Value  Line    182 

Van  Kampen  Merritt   179 

Vanity  Fair    134 

Varlen    194 

Vogue   138 

Wachovia  Bank  &  Trust   96 

Wachtell,  Lipton,  Rosen  &  Katz    14 

Wal-Mart    128 

Washington  Post  (Newsweek)    134,  135 

Wells  Fargo   96,  164 

Westinghouse  Electric   33 

Whirlpool  33 

William  K.  Woodruff   146 

Working  Woman    138 

Wyman-Gordon   194 

Xerox  8,  1 76 

Xtra    194 

Yale  University  Press  27 

Young  &  Rubicam    138 

Arthur  Young   82 

Zapata  Gulf  Marine    132 

Zayre's    128 

Zenith   62 
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"For  the  first  time 
I  have  time." 


"T 

1  have  time  to  take  care  of 
myself.  Time  to  care  for  others. 
Right  now  is  the  most  worth- 
while period  of  my  life."  Mature 
America  has  never  felt  better. 
About  themselves,  their 
contributions  to  society,  their 
opportunities  for  personal 
growth.  They  expect  more  out  of 
life,  and  they're  out  getting  it.  For 


twenty-six  million  mature 
Americans  beginning  a  new 
lifetime,  the  authority  on  what, 
where  and  how-to  is  Modern 
Maturity  Magazine.  Every  issue 
'Mini-Courses'  educate.  Travel 
stimulates.  From  places  around 
the  globe  to  places  around  the 
corner,  Modern  Maturity  helps 
mature  America  to  new  horizons. 


Hike?  New  gear 
lightens  the  load. 
New  campsite  cooking 
fuels  energy.  Fifty- 
and-beyond  is  the 
peak  of  life  for 
many  of  the  twenty-six 
million  who  read 
Modern  Maturity. 


Modern  Maturity  is  mature  America's 
authority  on  beginning  a  new  lifetime.  It 
has  the  information,  stimulation,  education 
to  help  the  largest  and  fastest-growing 
market  plot  their  life  course  to  get  the  most. 
Give  back  the  most. 


If  you  have  a  product for 
mature  America,  isn't  i 

time  you  told  them  about 
Contact  Peter  Hanson  a 
Modern  Maturity 

Magazine  (212)599-1880 


r 


Modern  Maturity, 

The  beginning  of  a  new  lifetime. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


'he  more  things  change. . . ." 
ns  from  past  issues  of  Forbes 

y  years  ago  in  Forbes 

the  issue  of  May  1,  1926) 

of  the  largest  and  most  wide- 
1  'runs'  on  banking  institutions 
)dern  financial  history  has  re- 
r  taken  place  in  Cuba,  and  the 

proved  also  to  be  one  of  the 
st  tests  of  our  present  Federal 
ve  System.  .  .  .  Rumors  that  var- 
anking  institutions  in  Cuba  had 
^tended  themselves  on  sugar 

spread  rapidly.  .  .  .  Practically 

the  banks  in  Cuba,  large  and 
country  and  city,  developed 

on  short  notice. 

le  situation  was  made  some- 
easier  by  the  intervention  of  a 
;nd,  but  by  the  time  the  banks 
d  on  Monday  morning  they  had 
reinforced  by  over  $100  million 
d,  hard  cash.  .  .  ." 

uestionably  the  greatest  prob- 
acing  [Britain]  at  the  present 
is  the  imminence  of  a  coal 
.  Due  to  the  great  importance  of 
idustry  to  England,  and  also  to 
issibility  of  sympathetic  strikes, 
exists  a  good  probability  of  a 
cal  crippling  of  the  major  lines 
ustry,  communication  and  gen- 
usiness." 


f  years  ago 

'be  issue  of  May  1,  1936) 

i's  drastic  tax  on  chain  stores 
I  Standard  Oil  of  Indiana  to  return 
I  filling  stations  to  their  owners 
3  lease  the  outlets  it  owned  to 
duals.  Now,  the  company  reveals 
ather  surprising'  fact  that  the 
illing  stations  sell  more  as  inde- 
nts than  they  did  as  chain  units, 
esult,  the  company  will  convert 
ned  units  into  independent-deal- 
lets  in  other  states." 

le  time  for  taking  summer  vaca- 
approaches,  more  companies 
in  many  years  are  planning  to 
heir  wage  earners  paid  vacations 
e  first  time,  or  to  reinstate  paid- 
on  programs  which  were 
ed  for  depression  reasons, 
ig  them  are  General  Electric, 
l  will  restore  its  vacation  plan 
which  employees  with  three 
of  continuous  service  get  a  week 
pay,  those  with  ten-year  service 


records  two  weeks.  For  a  one-week 
vacation,  the  worker  is  paid  2%  of  his 
1935  earnings  (in  advance,  if  he  wish- 
es); for  two  weeks  he  gets  4%." 

Twenty-five  years  ago 

(From  the  issue  of  May  1,  1961) 

"As  trading  volume  swelled  this  year, 
cats  and  dogs  seemed  to  be  more  at- 
tractive prey  than  ever.  Ordinarily,  no 
man  on  earth  is  happier  about  public 
interest  in  stocks  than  G.  Keith  Fun- 
ston,  president  of  the  New  York  Stock 
Exchange.  But  last  month  Keith  Fun- 
ston  was  actually  offended  by  some  of 
it.  'Some  would-be  investors  are  at- 
tempting to  purchase  shares  of  com- 
panies whose  names  they  cannot 
identify,  whose  products  are  un- 
known to  them  and  whose  prospects 
are,  at  best,  highly  uncertain,'  he  said. 
'They  are  attempting  to  make  im- 
proper use  of  the  facilities  of  the  in- 
vestment community.'  " 

Merrill  Lynch  tape  watchers  in  1961 


Ten  years  ago 

(From  the  issue  of  May  1,  1976) 
"What  the  white  miners  secured  after 
1 922  was  the  right  of  preserving  [South 
African]  skilled  work  for  whites  only. 
The  labor  restrictions  of  the  mines 
were  applied  in  turn  to  manufacturing 
and  other  occupations. 

"The  injustice  of  all  this  is  obvious. 
What  is  finally  dawning  on  the  whites 
is  that  it  is  bad  economics  as  well.  By 
for  all  practical  purposes  excluding 
most  of  the  nonwhites  from  the  econ- 
omy, South  Africa  has  restricted  its 
internal  market  to  a  dangerous  de- 
gree. For  example,  South  Africa  pro- 
duces about  230,000  cars  a  year.  But 
the  white  market  is  saturated.  .  .  . 
There  is  not  yet  a  sufficient  black  or 
colored  (mixed-blood)  or  (East)  Indian 


Can  South  Africa  go  it  alone?  In  1976 
Forbes'  answer  to  the  question  was  no 

market  to  buy  more  cars.  .  .  .  Nor  can 
South  Africa  run  a  modern  economy 
with  only  whites  doing  skilled  work." 

"Teledyne  plays  by  its  own  rules,  not 
those  of  the  analysts.  It  always  has 
since  the  day  in  1960  when  Dr.  Henry 
E.  Singleton  threw  over  the  traces  at 
Litton  Industries  to  found  it.  Single- 
ton and  his  assistant  general  manager, 
George  Kozmetsky,  each  put  up 
$225,000.  Within  a  year,  it  was  clear 
that  they  had  struck  it  rich.  Between 
1960  and  1969  Teledyne  grew  from  a 
tiny  contractor  with  sales  of  $4.5  mil- 
lion to  a  $1.3  billion  giant." 

Teledyne  founder  Henry  Singleton 
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Thoughts 

on  the  Business  of  Life 


It  is  well,  when  judging  a  friend, 
to  remember  that  he  is  )udging 
you  with  the  same  godlike  and 
superior  impartiality. 
Arnold  Bennett 


Probably  no  man  ever  had  a  friend 
he  did  not  dislike  a  little;  we  are 
all  so  constituted  by  nature 
no  one  can  possibly  entirely 
approve  of  us. 
E.W.  Howe 


The  man  who  trusts  other  men 
will  make  fewer  mistakes  than  he 
who  distrusts  them. 
Camillo  di  Cavour 


The  first  spat  in  love,  as  the  first 
misstep  in  friendship,  is  the  only 
one  we  can  turn  to  good  use. 
Jean  de  La  Bruyere 


Many  promising  reconciliations 
have  broken  down  because,  while 
both  parties  came  prepared  to 
forgive,  neither  party  came 
prepared  to  be  forgiven. 
Charles  Williams 


A  needle's  eye  is  wide  enough  for 
two  friends;  the  whole  world  is  too 
narrow  for  two  enemies. 
Persian  proverb 


Do  not  love  your  neighbor  as 
yourself.  If  you  are  on  good 
terms  with  yourself,  it  is 
an  impertinence;  if  on  bad, 
an  injury. 

George  Bernard  Shaw 


True  affection  is  a  body  of 
enigmas,  mysteries  and  riddles, 
wherein  two  so  become  one  that 
they  both  become  two. 
Thomas  Browne 


There  are  people  who  say  I  have 
never  really  done  anything  wrong 
in  my  life;  of  course,  they  only  say 
it  behind  my  back. 
Oscar  Wilde 


He  is  a  wise  man  who  seeks  by  every 
legitimate  means  to  make  all  the 
money  he  can  honestly,  for  money 
can  do  so  many  worthwhile  things, 
not  merely  for  one  Is  self  but  for  others. 
But  he  is  an  unmitigated  fool  who 
imagines  for  a  moment  that  it  is  more 
important  to  "make  the  money"  than 
to  make  it  honestly.  One  of  the 
advantages  of  possessing  money  is 
that  it  facilitates  the  maintenance  of 
one's  independence.  We  man  head- 
over-heels  in  debt  is  more  slave  than 
independent.  He  cannot  look  others 
straight  in  the  eye  and  carry  his  head 
at  a  self-respecting  height.  Without  a 
reasonable  sense  of  independence 
there  cannot  be  experienced  the  most 
satisfying  brand  of  happiness. 
B.C.  Forbes 


The  idea  of  strictly  minding  our 
own  business  is  moldy  rubbish. 
Who  could  be  so  selfish? 
Myrtie  Barker 


Gossip  is  when  you  hear 
something  you  like  about  someone 
you  don't. 
Earl  Wilson 


A  friend  may  be  often  found  and 
lost,  but  an  old  friend  never  can  be 
found,  and  nature  has  provided 
that  he  cannot  easily  be  lost. 
Samuel  Johnson 


Intimacy  is  something  essentially 

uncivilised. 

Gertrude  Stein 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($1 7.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave. ,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  apphcable. 


To  please,  one  must  make  up  hi 
mind  to  be  taught  many  things 
which  he  already  knows,  by  peoj 
who  do  not  know  them. 
Nicolas  Chamfort 


If  other  people  are  going  to  talk, 
conversation  becomes  impossib 
James  McNeill  Whistler 


If  a  man's  character  is  to  be  abusi 
say  what  you  will,  there's  nobo 
like  a  relation  to  do  the  busines 
William  Makepeace  Thackera 


A  friend  that  hain't  in  need  is  a 
friend  indeed. 
Kin  Hubbard 


There  is  a  magic  in  the  memory 
a  schoolboy  friendship.  It  soften 
the  heart,  and  even  affects  the 
nervous  system  of  those  who  ha 
no  heart. 

Benjamin  Disraeli 


A  Text . . . 

Owe  no  man  any  thing,  bi 
to  love  one  another:  for  h 
that  loveth  another  hath 
fulfilled  the  law. 
Romans  13:8 

Sent  in  by  Forrest  H.  Kirkpatnck,  Wh 
ing,  W.Va.  What's  your  favorite  text? 

Forbes  Scrapbook  of  Thoughts  on  the  B\ 
ness  of  Life  is  presented  to  senders 
texts  used. 


I  conceived  at  least  one  great  lo1 
in  my  life,  of  which  I  was  alway 
the  object. 
Albert  Camus 


No  siren  did  ever  so  charm  the  t 
of  the  listener  as  the  listening  e, 
has  charmed  the  soul  of  the  sire 
Henry  Taylor 


Praise  is  the  best  diet  for  us, 
after  all. 
Sydney  Smith 
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I's  Singer  technology. 

Our  fastest  growing  business  is  developing  command/control 
communications  and  intelligence  (C3I)  and  related 
electronic  warfare  systems  for  airborne,  ground,  naval,  and 
intelligence  applications.  C3I  and  electronic  warfare  are 
among  the  technologies  that  make  aerospace  electronics 

our  largest  business. 


The  Singer  Company.  8  Stamford  Forum.  Stamford  CT  06904 


BELIEVE  IN  LIBERTY" 


—  Chairman  and  Chief  Executive  Officer, 
The  Trail  ways  Corp. 


"Because  Liberty  Mutual  helps  us 
keep  our  downtime  down'.' 

"It  was  only  natural  that  I  chose  Liberty  Mutual  for  Trailways.  I've  been  a  customer  since 
I  was  17  years  old.  That's  when  I  got  my  first  auto  policy  from  them.  I  liked  the  kind  of 
ndividual  attention  I  got  from  them  then,  and  I  like  the  attention  my  company  gets  from  them  now. 
They  help  us  prevent  losses  and  play  a  crucial  role  in  helping  us  keep  workers  on 
the  job.  That's  why  Trailways,  the  leader  in  ground  transportation,  goes  with 
Liberty  Mutual,  the  leader  in  the  field  of  workers  compensation." 

AMERICA  BELIEVES  IN 
LIBERTY  MUTUAL  INSURANCE. 


LIBERTY 
MUTUAL 

©  Liberty  Mutual  Insurance  Group/Bostoi 

tch  "The  Statue  of  Liberty  "  Wednesday,  July  2  on  your  local  Public  Television  Station.  Funded  by  Liberty  Mutual  Insurance  Company. 


When  it  Comes  to  Outperformi 


You  Need  the  ULTIMATE  in  Information  Management 


The  Ultimate  Corp.  gives  you  the  information 
processing  capability  you  need  to  stay  in  control 
of  your  company 

That  means  information  for  financial  analysis  and 
forecasting,  for  inventory  management  and  control. 
For  distribution  and  purchasing  For  performance  data 
on  your  sales  force.  And  data  for  marketing  or  stra- 
tegic planning. 

The  Ultimate  Corp.,  through  its  international  dealer 
network,  can  deliver  more  than  1,(XK)  mature  business 
applications,  all  proven,  richly  functional  and  designed 
for  performance  in  highly  competitive  business  en- 
vironments. Applications  that  are  easy  to  use,  yet  pro- 
vide sophisticated  business  management  capabilities. 

Choose  the  one  operating  system  with  the  power  and 
speed  to  keep  you  ahead  of  the  competition  -  the 
top-performing  Ultimate®  Operating  System,  an  en- 
hanced version  of  the  PICK™  System.  (Xir  fully 
integrated  operating  system,  complete  with  fourth 
generation  language  capabilities,  was  designed  specifi- 
cally for  business  emironments. 

So  whatever  your  business  -  wholesale  distribution, 
repetitive  manufacturing,  healthcare  management. 


banking  retail  merchandising  vehicle  leasing  munici- 
pal management,  and  more  -  there's  an  Ultimate 
application  perfectly  suited  to  your  needs.  And  that's 
just  the  beginning. 

"Vbu'll  get  a  complete  data  pnx:essing  solution  from 
Ultimates  wide  range  of  hardware  systems.  The 
i  ntimate  Corp.  has  the  right  system  for  you,  ranging  in 
size  from  our  desktop  microcomputer,  to  I  ltimate's 
Honeywell-based  32-bit  supermini  capable  of  han- 
dling 4(X)  users,  to  our  DEC  VAX*  or  IBM 
4300  offerings. 

This  all  adds  up  to  the  I TTIMATE  (Commitment  -  our 
commitment  to  meeting  your  information  needs.  A 
commitment  that  has  made  The  intimate  (Corp.  one  of 
the  fastest-growing  providers  of  business  computer 
systems  in  the  world  today 

Want  to  outperform  your  competition?  Get  the 
ULTIMATE  (Commitment- 

For  further  information  about  the  complete  family  of 
Ultimate  computers,  or  for  the  name  of  the  Ultimate 
dealer  nearest  you.  phone  The  Ultimate  (Corp.: 
1-201-887-9222. 


1111  'ItiliifiiHVJitfj 

WforkJ  Headquarters:  717  Ridgedale  Avenue,  East  Hanover,  \j  07936 

It  takes  the  ULTIMATE  Commitment  to  outperform  the  competition. 


ULTIMATE  is  a  registered  trademark  of  The  Ultimate  Corp  DEC  and  VAX  are  registered  trademark  of  Digital  Eguipment  Corporation  IBM  is  a  registered  trademark  ol  International  Business  Machines 

Corporaoon.  PICK  is  a  trademark  of  PICK  Systems.  Inc. 

Member  oi  ffie  Spectrum  Manufacturers  Association.  (SMA):  "The  Transportability  Standard  for  Business  Computers" 
©  19B6  The  Ultimate  Carp. 
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34    Magic  Marker  Industries 

If  a  brand  name  is  so  valuable,  why  is  Magic  Marker  in 

bankruptcy  court? 

46    Sigma-Aldrich  Corp. 

Think  of  it  as  a  profitable  L.L.  Bean  for  scientists. 

62   Southeast  Banking  Corp. 

The  future  finally  brightens  for  a  bumbling  bank. 

64    The  Stroh  Brewery  Co. 

Being  number  three  isn't  enough. 

80   The  Stop  &  Shop  Cos. 

Know  your  customer.  Av  Goldberg  is  learning  that  the 
hard  way. 

100   The  Up  &  Comers 

People  used  to  laugh  at  Philip  Crosby.  Now  his  company 
is  worth  nearly  $100  million.  Also:  International  Clinical 
Laboratories;  LaPine  Technology  Corp. 


32  Securities 

Is  a  security  made  up  of  unsecured  loans  a  contradiction 
in  terms?  Not  anymore. 
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Trench  warfare  for  European  market  share. 
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35   The  Battle  Of  Puyallup  River 

A  Pacific  Northwest  Indian  tribe  has  stymied  develop- 
ment of  one  of  the  country's  fastest-growing  ports. 


Labor 


54  Japan 

Japan's  public  debt  burden  is  one  reason  why  the  Japa- 
nese are  so  reluctant  to  stimulate  their  economy  further. 

110    The  World  Bank 

How  its  Gene  Rotberg  manages  money. 

114  China 

It  needs  everything,  but  can't  afford  to  pay  hard  currency. 
Solution?  Leasing  and  countertrade. 

130    Cover  Story:  Canada 

Canada  is  having  its  own  version  of  the  Reagan  revolu- 
tion, and  smart  U.S.  businessmen  and  investors  smell 
opportunity. 


51    Going  Straight 
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The  Stock  Market 

ho  will  replace  small  investors  to  keep  the  market 
[oat? 

Bonds 

ir  sellers,  patience  is  often  rewarded. 

.1    The  Funds:  Marketing  Over  Common  Sense 

:mper  Financial's  money-back-guarantee  mutual  fund. 

1  The  Funds:  Is  It  Time  For  Small  Stocks? 

mds  for  small-cap  stocks. 

0  The  Money  Men:  Robert  Torray 

little  pain  for  lasting  pleasure. 

2  Statistical  Spotlight:  Cheap  Oil  Plays 

oil  stays  down,  these  retailers  may  rise. 

.8  Streetwalker 

ternational  Paper  Co.;  Spearhead  Industries,  Inc.;  Cul- 
m  Cos.,  Inc.;  Coleman  Co.;  Wrather  Corp. 

nance 

When  Cash  Flows  Slow 

le  Reichmann  family  grapples  with  falling  oil  prices. 

.4    Twelve  Angry  Bankers 

hat  happened  when  some  Albany,  N.Y.  banks  gave  a 
stomer  all  the  money  he  wanted,  no  questions  asked. 

1  The  Docket 

Wanna  Buy  A  Lawsuit? 

iking  a  flier  on  the  American  judicial  system. 

i    So  What's  The  Law,  Already? 

arning  to  hard  sellers:  Someone  may  sue  you. 
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74    Friends  In  High  Places 

The  SEC  helps  out  little  oil  companies.  Again. 


Taxing  Matters 


78    Soak  The  Middle  Class 

Is  this  any  way  to  encourage  savings? 


Marketing 


169   Anybody  Home  Out  There? 

How  the  TV-program  raters  rate  the  programs.  Also:  Lina 
Lee  shops;  movie  theater  candies. 


Science  &  Technology 


178    Those  Fancy  New  Beauty  Creams 

Will  cells  from  animal  guts  make  you  look  younger? 

Also:  Land-waste  disposal  facilities  insurance. 
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188    Budding  Opportunities 

Careers  in  horticulture  are  nothing  to  sneeze  at. 
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192    Surging  Savings  Bonds 

How    about    a    variable-rate    bond  guaranteed 
to  pay  at  least  7.5%  ? 
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194    Safety  First 

How  to  hedge  bets  on  Wall  Street. 
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Forbes'  Finn  ( left )  and  More 


A  northern  revolution 

Canada  has  lurched  to  the  left  so 
often  and  stayed  there  so  long 
that  most  people  have  long  since 
written  it  off  as  a  decent  place  to 
do  business.  Only  last  week  we 
read  about  somebody  scornfully 
referring  to  the  Canadian  dollar 
as  "the  northern  peso" — thus 
comparing  Canada's  economic 
situation  with  Mexico's. 

"That  thinking  is  about  six 
months  out  of  date,"  says  Senior 
Editor  Ed  Finn,  who  coauthored 
this  issue's  cover  story.  In  "Good 
neighbors  again"  Finn  and  Rich- 
ard Morais  report  that  the  shift  in 
sentiment  that  swept  Prime 
Minister  Brian  Mulroney  into 
power  was  a  fundamental 
change,  just  as  fundamental  as 
the  Reagan  revolution  in  the  U.S.  Right  now  it's  hard  to  f; 
anybody  who  is  long  the  Mexican  peso,  but  Finn  and  Moi 
found  some  pretty  smart  folks  who  are  betting  seriously  on  i 
Canadian  dollar.  Story  starts  on  page  130. 

Lambs  to  the  slaughter? 

In  our  issue  of  Dec.  2,  1985  Richard  Stern  and  Paul  Bornstein 
more  than  just  report  news:  They  helped  make  news.  "Why  n 
issues  are  lousy  investments"  reported  the  results  of  a  For: 
study  of  2,800  issues  that  went  public  between  1975  and  19 
New  issues  are  big  moneymakers  for  underwriters  and  har 
sources  of  capital  for  business,  but  the  article  proved  beyc 
doubt  that  they  are  a  poor  deal  for  investors.  That  databa 
regularly  updated,  now  includes  close  to  3,300  initial  put 
offerings.  Massaging  the  numbers,  Stern  and  Bornstein  h; 
developed  a  Forbes  Fever  Meter  for  measuring  the  degree 
speculative  activity  in  the  new-issues  market.  Is  the  mar 
boiling  over?  Find  out  in  "Investors  are  slow  learners,"  start 
on  page  30. 

Down  but  not  out 

At  the  annual  American  Newspaper  Publishers  Associat: 
convention  in  San  Francisco  last  month,  Donald  Reynolds, 
79-year-old  centimillionaire  newspaper  publisher,  fell  down 
escalator.  This  was  shortly  after  Forbes  interviewed  him  for 
profile  that  starts  on  page  144.  But  don't  rush  to  call  the  lawy 
for  his  estate;  Reynolds'  58-paper  Donrey  Media  Group  is  not 
sale.  When  Staff  Writer  Richard  Behar,  who  wrote  the  stc 
telephoned  him  after  the  accident,  Reynolds  assured  Behar  tl 
he  hadn't  broken  a  single  bone.  The  resilient  old  fellow  is  i 
bit  of  pain,  is  confined  to  a  wheelchair  for  a  month,  but  S£ 
laughing,  "I've  had  a  little  bit  of  bad  luck,  but  I'm  gonna  liv 
Perhaps  the  least  known  of  America's  media  moguls,  E 
Reynolds  has  some  interesting  things  to  say  about  the  reci 
frantic  bidding  that  has  sent  prices  of  newspaper  and  broadc 
properties  surging. 

Q_  cl/. 

C-/  Editor 
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Peterbilt's 

45 -year  commitment 
to  design  flexibility 
is  worm  more 
to  your  company  today 
than  ever  before. 


Back  in  1939,  Al  Peterman  made  a  decision 
that  could  very  well  shape  the  success  of 
your  next  investment  in  transportation. 

He  decided  to  build  trucks  for  only  the 
most  discriminating  of  customers.  Those 
individuals  whose  high  expectations  for 
performance  could  only  be  fulfilled  one 
way:  with  vehicles  manufactured  to  their 
own  individual  specifications. 

Soon  after,  Peterbilt  trucks  were 
proven  not  only  to  provide  superior  per- 
formance, but  to  do  so  with  unequalled 
style. 

Nearly  half  a  century  later,  nothing's 
changed. 

The  simple  truth  is,  meeting  your 
transportation  requirements  isn't  as  sim 
pie  as  black  and  white. 

Which  is  precisely  why  Peterbilt  offers 
you  more  ways  to  maximize  perfor- 
mance than  any  Class  8  manufacturer  in 
the  world. 

The  result?  For  15  years  running, 
Peterbilt  trucks  have  consistently  delivered 
not  only  the  longest  service  life— but  also 
the  highest  resale  value  of  any  competing 
design.  Bar  none. 

But  perhaps  the  most  valuable  tradi- 
tion we  can  offer  you  is  this:  our  com- 
mitment to  improving  existing  design. 
Of  achieving  even  higher  standards  in 
performance.  Both  on  the  road.  And  in 
your  books. 

That's  the  way  it  always  has  been 
and  always  will  be.  Because  at  Peterbilt, 
certain  values  never  change. 

Just  call  toll-free  800  -447-4700  and 
we'll  send  you  the  Peterbilt  Management 
Portfolio  and  give  you  the  name  of  the 
Peterbilt  dealer  nearest  you. 


A  DIVISION  OF  lyiOOHR 


Peterbilt  Motors  Company 
38801  Cherry  Street 
Newark,  CA  94560 


Trends 


Edited  by  John  A.  Conway 


We  the  people  . . . 

First  came  the  Bicentennial,  then 
the  Statue  of  Liberty  Centennial. 
Next  year  will  be  the  200th  anniversa- 
ry of  the  U.S.  Constitution,  the  oldest 
written  one  in  the  world.  Leading  its 
celebratory  commission — with  $12 
million  from  Congress — is  Chief  Jus- 
tice Warren  Burger  (who,  appropriate- 
ly, will  turn  80  on  Sept.  17,  1987,  the 
anniversary  of  the  signing).  Philadel- 
phia, where  the  great  document  was 
conceived  and  signed,  plans  more 
than  100  events  next  year  to  cele- 
brate, beginning  with  three  days  of 
concerts  and  fireworks  in  May,  culmi- 
nating on  the  date  when  the  Constitu- 
tional Convention  delegates  locked 
themselves  in  Independence  Hall  to 
begin  work.  On  July  16,  1987  Con- 
gress will  hold  a  joint  session  in  Phila- 
delphia. A  Philadelphia  committee 
has  lined  up  38  corporations  as  spon- 
sors and  hopes  to  raise  $5  million. 
Twenty-eight  states  have  planned 
events,  and  270  congressmen,  includ- 
ing Alaska  Republican  Ted  Stevens 
and  Massachusetts  Democrat  Ted 
Kennedy,  have  sponsored  a  bill  to 
make  Sept.  17  a  national  holiday — 
Constitution  Day. 


Walter  Mitty  lives 

Steven  DeVore  is  a  35-year-old  Cal- 
if ornian  who  makes  duffers' 
dreams  come  true.  His  mother's  ther- 
apy to  help  him  after  a  childhood  po- 
lio attack  included  having  him  watch 
people  walk.  In  college  he  started 
bowling  strikes  after  watching  pro 
keglers  on  TV.  Later,  after  teaming  up 
with  Dr.  Karl  Pribram,  a  Stanford 
brain  scientist,  DeVore  found  he  had 
been  unconsciously  using  kinesthe- 
sia, or  motor  memory,  in  his  thinking. 
The  result  was  SyberVision  Systems 
in  Newark,  Calif.,  a  company  he 
claims  now  sells  close  to  $10  million 
worth  of  videocassettes  on  everything 
from  golf  to  leadership  training.  His 
biggest  score  has  come  in  Japan, 
where  Mitsui,  the  $70  billion  trading 
company,  now  sells  his  products.  A 
Mitsui  employee  in  the  U.S.  used  Sy- 
berVision's  golf  tape  featuring  pro  Al 
Geiberger  (who  shot  a  record  59  in 
1977)  and  passed  it  back  to  Tokyo. 
There  Mitsui's  Chairman  Toshikuni 
Yahiio,  a  golfer,  claims  it  helped  him 


Al  Geiberger  swings 
Watch  the  birdies. 


shoot  in  the  80s.  So  Mitsui  bid  for 
Japanese  rights.  Yahiro  has  organized 
a  cassette-watching  club  that  in- 
cludes chairmen  of  Nissan,  Toshiba, 
Fuji,  NEC  and  Sumitomo  Bank,  who 
gather  to  study  Geiberger's  picture- 
perfect  swing,  along  with  tapes  of  ski- 
ing, bowling,  tennis  and  baseball.  De- 
Vore says  he  has  1 5  programs  for  sale, 
with  19  more  in  the  works.  Mitsui,  he 
says,  wants  to  expand  into  other  mar- 
kets and  to  help  create  more  tapes. 


Drink  up! 

Distillers  cry  havoc  and  spend  mil- 
lions to  block  the  "parallel  mar- 
ket," which  bypasses  regular  distribu- 
tion channels  and  allows  cut-rate 
prices,  but  the  practice  is  growing 
fast.  California  liquor  chains  started  it 
a  couple  of  years  ago  with  champagne. 
Now  Washington,  which,  as  a  con- 
trolled state,  sells  all  the  alcohol 
there,  has  gone  parallel.  In  February  it 
began  offering  imported  liquor 
(bought  from  Planet  Exports,  a  big 
London  paralleler)  at  prices  $2  or 
more  under  the  usual  tags.  A  fifth  of 
Cutty  Sark,  for  example,  priced  regu- 
larly at  $13.95,  goes  for  $11.75  as  an 
"import  special."  The  arithmetic  ex- 
plains it  all,  says  Robert  Harvey,  pur- 
chasing agent  for  the  Washington 
State  Liquor  Control  Board.  A  case  of 
Cutty  Sark  costs  $56  via  the  normal 
distribution  route.  He  gets  it  from 
Planet  for  $41.  Add  in  federal  tax  and 
duty,  state  tax  and  freight,  and  he  can 
sell  it  to  consumers  for  $11.75  and 
still  show  a  profit  of  $2.64.  The  other 
16  controlled  states  are  interested, 
Harvey  says,  and  according  to  Impact 


International,  a  liquor  industry  magi 
zine,  Pennsylvania  will  soon  start  pa 
allel  buying.  And  Pennsylvania,  ih 
biggest  controlled  state  in  the  U.S 
has  715  liquor  stores  selling  $750  mi 
lion  worth  of  bottled  joy  a  year. 


Sweets  to  the  sweet 

While  other  soft-drink  makers  ai 
straining  out  calories  and  addir 
vitamins  and  fruit  juice  to  lure  healt 
addicts,  a  small  Rochester,  N.Y.  fin 
is  going  all-out  for  gluttons.  Jolt  Cc 
Inc.  offers  a  cola  with  "all  the  sug; 
and  twice  the  caffeine"  of  other 
Packaged  in  bottles  and  cans  embl 
zoned  with  a  lightning  bolt,  Jolt  coi 
tains  cane  sugar  instead  of  corn  swee 
eners  and  has  nearly  all  the  caffeir 
the  Food  &  Drug  Administration  a 
lows  in  soda  (still  only  one-fifth  tl 
amount  in  a  cup  of  coffee).  Consun 
ers  swept  it  off  the  shelves  in  Roche 
ter-area  stores,  where  it  was  intr 
duced  in  April,  says  developer  Ca 
(C.J.)  Rapp,  26.  He  has  been  workir 
with  his  father  in  the  soda  industi 
since  he  was  12.  The  elder  Rapp  w; 
president  of  the  beverage  division  i 
Curtice-Burns,  the  Rochester-base 
farmers'  cooperative  that  produci 
and  distributes  Jolt,  backed  by  a  mo 
est  $75,000  to  $100,000  ad  campaig 
The  new  cola  will  move  into  Syracu: 
and  Buffalo  in  June.  Rapp  also  has  a 
agreement  with  Canada's  BDC  Indu 
tries  and  is  negotiating  for  nation 
distribution  in  the  U.S. 


Japan  goes  west 

Tokyo  has  been  reading  Detroit 
mail.  To  ride  with  the  tide  of  Jap 
nese  auto  imports  and  their  big  co 
advantages  (a  U.S.  assembly  work 
costs  his  company  $24  an  hour,  a  Jap 
nese  worker  about  $14.75),  U.S.  aufc 
makers  bought  their  way  into  partne 
ships  with  their  Japanese  counte 
parts:  General  Motors  with  Toyot 
Isuzu  and  Suzuki,  Ford  with  Mazd 
Chrysler  with  Mitsubishi.  The  Jap 
nese  are  doing  exactly  the  same  wit 
their  new  low-cost  competitors  i 
South  Korea,  where  an  assemh 
worker  earns  $4  an  hour.  Mitsubisl 
Motors,  for  example,  now  owns  15* 
of  Korea's  Hyundai  (whose  Exc 
models  are  new  low-cost  competitic 
in  the  U.S.  market).  Mitsubishi  wi 
license  engine  technology  to  Hyund 
for  a  model  based  on  its  Pony  and  se 
it  through  its  own  U.S.  dealers.  (Th 
also  gets  around  Japan's  quotas  c 
cars  shipped  here.)  Mitsubishi  wi 
also  import  body  and  castings  for  i 
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maire  from  Hyundai.  Kia  Indus- 
of  Korea  will  ship  cars  to  Ford 
year,  assembled  from  kits  of 
la's  Festiva.  Isuzu  has  a  technical 
o  with  Korea's  Daewoo,  which 
ilso  ship  cars  to  GM  next  year. 


ents,  company  style 

ith  at  least  60%  of  all  mothers 
now  working,  parenthood  is  not 

it  used  to  be,  and  corporations 
^writing  their  rules  to  keep  up. 
;  policies  after  birth  or  adoption 
prime  example,  says  a  survey  by 
[yst,  a  nonprofit  New  York  City- 
l  policy  planning  organization. 

half  of  384  corporate  respon- 
more  than  a  third  with  sales 
:ding  $2  billion,  have  changed 
ies  in  the  last  five  years,  many  in 
inse  to  the  Pregnancy  Discrimi- 
n  Act  of  1978.  Some  95%  grant 
lers  disability  leaves  of  five  to 

weeks,  38.9%  with  full  pay  and 
'o  with  partial  pay  and  usually 
full  benefits.  Most  promise  rein- 
ment — 42.6%  in  a  comparable 
8%  in  the  same  one  and  6.2%  in 
ie  job,"  Catalyst  says.  More  than 
offer  additional  unpaid  leave — 

one  week  to  more  than  six 
:hs — and  full  benefits  continue 
%  of  the  companies.  At  the  rest, 
oyees  may  lose  benefits  or  must 
iart  or  all  of  their  cost.  Men  are 
:d  parental  leaves  with  reinstate- 

guarantees  in  37%  of  the  com- 
:s,  but  few  fathers  take  them,  the 
:y  says.  Some  27%  of  the  compa- 
also  offer  benefits  in  cases  of 
tion,  up  from  10%  in  1980. 


ply  and  demand 

here's  the  best  finance  faculty 
in  the  country?  Goldman,  Sachs, 
's  the  wry  word  among  business 
)1  faculties  these  days.  The 
)ls  are  booming,  but  they're  out 
:achers,  partly  because  invest- 
:  houses  like  Goldman,  Sachs  and 
non  Brothers  have  lured  so  many 

$100,000-and-up  salaries,  says 
lond  Miles,  dean  of  the  Universi- 

Califomia's  Berkeley  School  of 
less.  Even  without  lures,  there 
d  be  shortages.  Nearly  300,000 
late  and  undergraduate  business 
ints  got  degrees  in  1983  (the  lat- 
;ar  for  figures),  almost  double  the 
ber  in  1973,  says  the  American 
mbly  of  Collegiate  Schools  of 
less,  the  St.  Louis  association 
accredits  business  schools.  But 
irates,  the  hiring  pool  for  the 
als,  have  numbered  about  850  a 


year  since  1977.  Despite  starting  sala- 
ries of  nearly  $40,000  a  year,  16%  of 
teaching  positions  leading  to  tenure 
went  begging  last  year.  Vacancy  rates 
are  20%  in  operations  management 
and  production,  24%  in  accounting 
and  26%  in  management  informa- 
tion. An  average  of  3.6  jobs  opened  at 
business  schools  for  each  of  the  876 
Ph.D.s  granted  last  year.  Moreover, 
38%  of  new  Ph.D.  candidates  were 
foreigners,  many  of  whom  probably 
plan  to  return  to  their  own  countries. 


The  unfriendly  skies 

Terror  has  Europe-bound  vacation- 
ers cashing  in  their  tickets,  but 
what  of  the  traveler  whose  go/no-go 
decision  is  strictly  business?  Edward 
Flanagan,  president  of  New  York's 
Sales  Executives  Club,  surveyed  200 
members  and  winnowed  these  an- 
swers from  the  74  who  responded. 
(His  check  was  in  February,  before  the 
April  uproar,  but  he  says  an  informal 
canvass  produced  the  same  answers — 
only  more  so.)  "Most  executives 
polled,"  he  says,  "take  the  practical, 
'prudent  man'  approach."  This  means 
a  low  profile — no  bodyguards,  three- 
piece  suits,  waiting  limos  or  other 
trappings.  These  executives  were  al- 
ready avoiding  Rome,  Athens,  Lon- 
don, Vienna  and  Cairo  or,  if  need  be, 
were  flying  to  other  cities  and  taking 
connecting  flights  or  trains.  Some 
presidents  had  told  overseas  hotels 
not  to  post  their  firm  names  in  the 
lobby.  Flanagan's  findings  were  rein- 
forced by  Raymond  Kane,  who  runs  a 
New  York  travel  agency,  Pisa  Broth- 
ers, that  does  60%  of  its  trade  with 
business  travelers.  "About  90%  of 
this  is  holding  up,"  he  says  (though  he 
admits  losing  a  $4,500  Concorde  tick- 
et when  the  customer  opted  for  his 


company  plane).  Corporate  incentive 
travel  and  group  trips  are  gone,  but 
individuals  are  still  moving.  As  for 
vacationers,  in  the  present  climate, 
Kane  expects  to  lose  75%  of  his  Euro- 
pean bookings.  His  silver  lining  is 
that  items  like  cruises  to  Alaska  and 
the  Caribbean  are  booked  solid. 


Renewable  energy 

Oil  prices  may  have  tumbled,  but 
the  energy  crisis  is  not  dead,  and 
neither  are  alternative  energy  sources, 
says  the  Investor  Responsibility  Re- 
search Center,  a  nonprofit  Washing- 
ton, D.C.  organization.  World  oil  pro- 
duction has  outrun  new  discoveries 
since  the  early  1970s,  and  IRRC  says 
proven  U.S.  reserves  are  at  their  low- 
est since  1951  and  will  last  only  nine 
years.  But  IRRC  found  that  104  com- 
panies it  surveyed,  including  Dresser 
Industries,  Katy  Industries  and  Waste 
Management,  had  installed  2,236 
megawatts  of  geothermal,  wind,  bio- 
mass  and  photovoltaic  generation  by 
1984  and  planned  5,000  megawatts 
more  by  the  end  of  1987.  IRRC  says 
there  could  be  14,500  megawatts  of 
renewable  power  on  line  by  1990.  One 
spark  came  from  the  Public  Utility 
Regulation  Policy  Act  of  1978,  which 
exempts  small  power  producers  from 
regulation  and  requires  utilities  to 
buy  their  power.  It  has  also  been  fu- 
eled by  fear  of  rising  electric  rates  as 
utilities  bring  new  nuclear  and  coal- 
fired  power  stations  on  line.  Renew- 
able energy  generation  was  up  27%  in 
the  first  nine  months  of  1985  over  the 
same  period  in  1984,  the  report  says. 
In  addition,  droves  of  industrial  cus- 
tomers have  become  sellers  of  elec- 
tricity, with  nearly  20,000  megawatts 
of  fossil-fuel  cogeneration. 


Double-checking  outbound  air  passenger* 
How  to  go  when  you've  got  to  go. 
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Follow-Through 


Probably  not.  And  for  the  same 
reason  you  probably  won't  see  a 
Butler  MR-24*  roof  leak  either:  The 
Pittsburgh  double  lock  seam.  Just 
one  of  the  features  in  the  roof  system 
more  people  ask  for  than  any  other. 
And  we  stand  behind  it  with 
roof  warranties  for  up  to 
20  years. 

Call  today  for  your  FREE 
BROCHURE  of  Butler® 
exclusives. 

1-800-421-2769 

The  best  roof 
you  can  put  over  your  head. 

Only  from  your  Butler  Builder  ! 

'Coke  is  a  Registered  Trademark  of  the  Cnca  Cola  Company.  Atlanta.  Gi 
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How  not  to  run 
a  hardware  store 

Two  years  ago  David  Jones,  chair- 
man of  Humana  Corp.,  the  Louis- 
ville, Ky. -based  hospital  management 
company,  looked  like  a  hero.  Louis- 
ville had  lost  10,500  jobs  in  five  years 
and  feared  more  losses  if  Belknap, 
Inc.,  a  local  hardware  distributor,  was 
sold  to  outsiders.  So  Jones  personally 
bought  the  company  for  $35  million. 
"I  think  it  can  be  made  into  a  success- 
ful business,"  he  said  (Forbes,  July  16, 
1984).  A  move  into  modern  facilities 
would  fix  things,  he  thought.  Besides, 
much  of  Belknap's  Ohio  River  real 
estate  was  worth  far  more  than  book, 

Carl  Maupin 


David  Jones  of  Humana 
Heroics  don't  always  work. 

especially  with  the  riverfront  targeted 
for  development. 

Jones'  noble  gesture  was  a  strike- 
out. In  1983  Belknap  had  sales  of  $170 
million,  profits  of  $2.1  million,  and 
was  almost  debt-free.  By  last  Decem- 
ber it  had  only  $97  million  in  assets 
against  debts  of  $1 12  million  and  had 
filed  for  bankruptcy.  Two  months  lat- 
er the  146-year-old  company  said  it 
would  close  its  doors. 

"I  would  have  thought  it  was  im- 
possible to  bankrupt  that  company," 
says  Marvin  Heath,  a  former  Belknap 
senior  vice  president.  "Belknap  was  a 
leader  in  the  industry."  When  he  left 
in  November  1984,  inventory  turn- 
over was  a  respectable  3.6  times  a 
year,  and  92%  of  orders  were  filled — 
very  good  in  the  hardware  business. 

What  went  wrong?  After  taking 
control,  Jones  swiftly  installed  Frank 
Lambert  as  head  man.  "I  got  a  lot  of 
reports  that  were  a  lot  more  optimis- 
tic than  they  should  have  been,"  he 
says  now.  Lambert,  a  former  Pitts- 
burgh Steeier  and  onetime  Humana 
man  who  admittedly  knew  little 


about  hardware,  replaced  Jerry  Bartc 
who  had  been  president  for  five  yea 
Lambert's  goal  was  a  $500  milh 
business  within  five  years.  With 
months  he  fired  most  of  Belkna] 
managers  and,  against  their  advii 
opened  three  distribution  cente 
borrowing  heavily  to  double  invc 
tory,  to  $60  million.  "They  didi 
have  enough  capital  to  do  all  the 
things,"  says  William  Seale,  the  tr< 
surer  who  was  fired  the  day  after  Jor 
took  control.  "Eighth-grade  anthn 
tic  would  have  told  them  that." 

Worse,  Belknap  did  not  stock  ltei 
that  longtime  customers  wanted,  sa 
an  upcoming  article  in  Hardware  A, 
It  bought  around  $1  million  worth 
Glidden  paint,  for  example,  and  tri 
to  sell  it  to  dealers  for  more  than 
would  cost  in  discount  stores.  Or 
$60,000  worth  was  sold.  Big  drop-si 
orders  placed  directly  with  manuf; 
turers  went  unfilled  because  Belkn 
was  not  paying  its  bills. 

Six  months  after  it  started  expar 
ing,  Belknap  began  cost-cuttir 
closed  its  new  distribution  cent< 
and  halved  its  work  force,  to  475— 
too  late. 

There  are  still  Belknap's  17  acres 
Louisville  riverfront  real  estate.  Jor 
has  offered  to  add  $25  million  to  t 
company's  liquidation  pool,  alrea 
well  over  $20  million,  in  exchange  i 
the  right  to  keep  the  property.  (] 
will  also  put  up  $1  million  for  ei 
ployee  health  benefits.)  If  the  deal 
struck,  unsecured  creditors,  includi 
Belknap's  former  executives  and  hu 
dreds  of  ex-employees,  can  expect 
cents  on  the  dollar  over  five  yea 
Jones  himself  would  be  about  $40  m 
lion  in  the  hole,  but  tax  credits  w 
soften  the  blow.  "I  thought  it  was 
lot  better  company  than  it  turned  c 
to  be,"  he  says.  "It  was  a  mistake.  N 
the  first  one,  and  I'm  sure  it  won't 
the  last."  But  perhaps  the  biggest. 


Home -free — or  is  he? 

Terence  Fox  may  be  home-free 
court,  but  he  still  has  problems 
Iroquois  Brands  of  Greenwich,  Con: 
which  sells  $125  million  worth 
such  items  as  Champale  malt  bev< 
age,  Black  Horse  Ale  and  Schiff  vil 
mins.  Fox,  48,  its  founder  and  cha 
man,  had  checked  into  a  Hartford  h 
tel  last  November  under  a  false  nan 
according  to  police,  and  was  charg 
with  possession  of  17  grams  of  c 
caine  and  freebasing  equipment.  B 
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YOU  KNEW  SPRINT  WENT  EAST 
BUT  DID  YOU  KNOW  HOW  FAR? 


Now  GTE  Sprint  can  take  you  to  the  Pacific  Rim:  Hong  Kong, 
tralia,  Guam,  New  Zealand,  Papua  New  Guinea,  Taiwan,  Thailand 
very  soon,  to  Japan  and  China. 

We  give  you  clear  overseas  connections.  Just  as  clear  as  AT&T's, 
the  same  fast  access.  Only  we  charge  you  less. 
So  call  (800)  521-4949.  Find 


:t  the  Sprint  business  representative  nearest  you. 

CA  (714)  660-8999  •  Atlanta.  CA  (404)  843  0100  •  Boston.  MA  (617)  933-7771  •  Chicago.  IL  (312)  364-4600  •  Cleveland,  OH  (216)  642  0180  •  Dallas.  TX  (214)  387  4686 
/(313)  827  4900  •  Honolulu.  ///(808)  528  2000  •  Houston.  TX  (713)  777-3600  •  Kansas  City.  KS  (913)  451  8700  •  Los  Angeles.  CA  (213)  515  5353  •  New  York.  NY 
)700  •  Philadelphia,  I'A  (215)  568  4338  •  Phoenix.  AZ  (602 I  956-6200  •  ,SV;«  Francisco,  CA  (415)  571-8700  •  Seattle,  WA  (206)  621  7600  •  Washington.  D  C.  (703)  486  8330 


exactly  how  far  we'll  go  to  save 
money. 


You've  got  the  future  on  the  line: 


f^rra  sprint 


E  Spnnt  ®  Sprint  is  a  trademark  of  GTE  Sprint  Communications  Corp. 


"WE  DON'T  COMPETE  IN  THE  IBM  ENVIRONMENT 
JUST  BY  BEING  'COMPATIBLE:  WE  COMPETE  BY 
SHOWING  OUR  CUSTOMERS  THAT  OUR  PRODUCTS 
BRING  VALUE  TO  ANY  ENVIRONMENT." 


iff 

there's  always  room  in 
this  business  for  a  better 
product,  a  better  solution. 
But  you  can 't  design  those 
products  in  a  vacuum:. 
Because  if  a  customer  has 
already  made  an  investment 


in  IBM  systems,  we  have 
to  make  products  that  will 
enhance  or  extend  those 
systems." 

Wang  provides  products 
that  can  significantly  improve 
the  overall  performance  of  the 


DR.  AN  WANG 


system  in  place.  For  exam- 
ple, Wang  can  help  IBM  PC 
users  better  share  resources 
by  providing  departmental 
solutions  for  a  wider  variety 
of  users.  The  result- better 
applications  combined  with 


the  industry  standard  i 
office  automation  softv 
Wang  believes  that  t 
best  way  to  meetacus 
er'sneedsisto  notonl; 
compatible,  but  to  be 
"compatibly  better". 


.K>«<5  VV.un.  Laboratories,  Inc. 


On  hiring:  "No  one  can  be  right  all  of  the  time,  but  it  helps  to  be  right  most  of  the  time." 


Robert  Half  on  Hiring  by  Robert  Half  (Crown) 


Don't 
settle 
for 
second 
best. 


Using  a  specialist  will  increase  your  success  in 
hiring  accounting,  financial  and  edp  personnel— and 
using  Robert  Half,  the  most  experienced  personnel 
specialist,  will  increase  your  chance  of  success  even 
more.  Here's  why: 

•  You'll  be  getting  highly  personalized  service  from 
professionals  who  understand  your  financial  and 
edp  needs. 

•  You  won't  waste  time  with  unqualified  candidates. 
(We'd  prefer  not  to  fill  the  job,  rather  than  refer 
someone  who  doesn't  fit.) 

•  You'll  have  the  advantage  of  the  resources  of  the 
largest  organization  in  the  financial  and  data  pro- 
cessing personnel  field,  with  offices  on  three 
continents. 

•  You  pay  nothing  unless  we  fill  the  job.  And,  we  back 
each  and  every  placement  with  a  liberal  guarantee. 

Next  time  you're  looking  for  an  accountant,  financial 
or  edp  professional,  call  a  nearby  Robert  Half  office. 
You'll  be  glad  you  did. 


ROBERT 
HALF 


l|~~{~H 


accounting,  financial  and  edp 
personnel  specialists. 


©  19H5  Robert  Half  International  Inc  All  offices  independently  owned  and  operated 


Readers  Say 


Creative  accountants 

Sir:  Financial  statements  and  general- 
ly accepted  accounting  principles  re- 
lated to  some  noted  banks,  LBOs,  re- 
structurings, etc.  (Apr.  21)  reflect 
more  clearly  the  lie-abilities  of  the 
accountant  than  they  do  the  liabil- 
ities of  the  organization. 
—James  A.  Comtantin 
Norman,  Okla. 


Misplaced  sympathy? 

Sir:  Re  your  little  essay  on  the  salva- 
tion of  family  farms  ("Extinction  For 
A  Key  Ingredient  Of  America's  Heri- 
tage?"^-. 21).  Actually,  small  family 
outfits  producing  horse  whips,  har- 
nesses and  saddlery  are  far  closer  to 
my  own  heart,  but  where  are  the  sub- 
sidies and  handouts? 

In  case  it  has  escaped  your  notice, 
Congress  has  been  ladling  out  great 
dollops  of  taxpayers'  funds  to  the 
farmers  for  over  half  a  century.  In 
return,  we  have  achieved  a  chronical- 
ly ill,  ever  more  dependent  farm  sec- 
tor; farm  supplies  usually  far  exceed- 
ing what  the  market  demands;  higher 
consumer  prices;  vast  misallocation 
of  large  amounts  of  resources;  and  a 
handout  system  that  largely  benefits 
those  producers  needing  it  the  least. 
— -Jason  Smith 
Waldwick,  N.J. 


Presidential  storyteller 

Sir:  Thanks  for  the  plug!  ("President 
Reagan  Loves,  And  Tells,  A  Good 
Story,"  Fact  and  Comment,  Apr.  28). 
— Ronald  Reagan 
77.)f  Write  House 
Washington,  D  C. 


the  skyrocketing  liability  cost  with 
incompetent  municipal  or  corporate 

executives. 

— Frank  R.  Johnson,  M.D. 
Bronxiille,  NY. 


We're  not  deceptive 

Sir:  Re  "SCF's  little  secret:  Is  a  little 
deception  okay  for  a  worthy  cause?" 
(Apr.  21).  If  a  sponsor  still  prefers  a 
check-to-a-child  approach,  we  are  glad 
to  refer  him  to  another  agency  that 
works  that  way.  (There  are]  advantages 
in  the  community  development  ap- 
proach in  improving  the  lives  of  the 
world's  disadvantaged.  A  giveaway 
program  never  has  worked,  never  will. 

The  question  is  whether  Save  the 
Children  sponsors  know  this.  We  feel 
our  TV  and  print  ads,  introductory 
material  and  subsequent  publications 
say  this  loud  arid  clear.  Our  80%  re- 
tention rate  tells  us  they  approve. 
— David  L.  Guyer 
President, 

Save  the  Children  Federation 
Westport,  Conn. 

niiinini  ma— pa  h  run  inwir  tSSSSS 

-Wc  share  our  love  with 
s€v©n  wofxiorful  cMUran 
w6  two  novw  soon 

"We'd  But  to  to!  you  why." 


the  back,  don't  pick  people  who 
where  they  are  by  [such]  means. 

— Dale  Fonk 
Kirkland,  Wash. 


Good  investment 

Sir:  In  Readers  Say  of  Apr.  7,  rea 
William  Llewellyn  said,  "Had  we  t 
payers  not  bailed  him  out,  Lee  Iaco 
would  have  been  relegated  to  obsci 
ty  long  ago."  He  repaid  his  loan — , 
ahead  of  schedule.  Which  of  our  dc 
or  nations  is  paying  on  time? 
— Hubert  H.  Robhins 
Pell  City,  Ala. 

Sir:  It  was  one  of  the  best  investme 
we  taxpayers  ever  made.  Chry: 
paid  back  every  cent  well  in  adva 
of  the  due  date,  the  federal  gove 
ment  made  a  fortune  on  the  Chry: 
stock  they  held  as  collateral,  \ 
more  important,  Chrysler  is  s 
around  providing  thousands  of  job: 
its  employees  and  all  the  employ 
of  its  supplier  organizations. 
—John  G.  Matheis 
Wal/ingford,  Conn. 


Real  executives 

Sir:  The  statement  in  your  story 
jobs  (Mar  24)  "...  the  failure  m 
directly  affecting  the  job  marli 
ahead  has  to  do  with  basic  skill 
reading,  writing,  arithmetic,  thi 
ing"  brought  a  chuckle  to  my  1 
Why  should  anyone  do  any  of  th 
things?  Just  like  business  persi 
have  been  doing  for  years,  they'll  1 
a  secretary  to  do  all  of  that  for  then 
secretary  will  cover  their  inadeq 
cies  throughout  their  careers. 
— Carol  J.  Campbell 
Lakewood.  Colo. 


Good  docs  are  hurt 

Sir:  It  is  not  the  "incompetent,  the 
alcohol-  or  drug-addicted"  physicians 
who  are  receiving  the  attention  of  the 
malpractice  lawyer  (Fact  and  Com- 
ment, Apr.  28).  It  is  the  highly  trained, 
board- certified  specialists' involved  in 
highly  technical  and  risky  surgical 
procedures  who  receive  the  brunt. 
—William  B.  Berry,  M.D. 
Pasadena,  Tex. 

Sir:  Skyrocketing  medical  malprac- 
tice insurance  costs  have  as  little  to 
do  with  incompetent  doctors  as  does 


Indian  selling 

Sir:  Near  the  end  of  your  profile  of 
Jerry  J.  Moore  (Apr.  7),  a  Houston  retail 
center  developer,  he  nearly  brags 
about  having  sold  vacuum  cleaners  to 
Indians  who  had  no  electricity,  lying 
to  [them]  in  the  process  about  the 
likelihood  of  their  getting  electricity 
in  the  near  future.  This  reduces  him 
to  the  equivalent  of  the  early  frontier 
people  who  got  Indians  drunk  and 
traded  cheap  beads  and  mirrors  for 
expanses  of  land  or  quantities  of  furs. 
If  you're  going  to  pat  people  on 


Wrong  Torch 

Sir:  There  are  two  Torch  Lakes  in 
state  of  Michigan  and  you  identil 
the  wrong  one  in  the  article  "On 
waterfront"  (Apr.  21).  The  lake  idei 
fied  is  in  Antrim  County  in  the  Loi 
Peninsula  and  has  no  problems  fr 
chemical  contamination.  The  con 
lake  is  connected  to  Portage  Lake  n 
Houghton  and  Hancock  in  the  Up 
Peninsula. 
— Thomas  J.  Byle 
Grand  Rapids,  Mich 
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HERE  COIT1ES  TOUGH... 

here  camES... 


COUGAR  STADIUM 


Beverage  trucks  take 
some  beating-stop-start 
deliveries,  narrow  city 
streets,  potholes,  the 
works! 

Now  Cargo's  here- 
the  tough  new  Ford  tilt 
with  the  aerodynamic, 
European-style  cab. 

Cargo's  built  to  take  it, 
with  chassis  components 
and  drive  train  designs 
already  proven  on  other 
tough  Fords.  It's  built  to 
challenge  the  best  the 
world  has  to  otter! 

Great  new  outlook 
for  the  driver! 

Cargo's  here  to  make 


The  new  city  truck 
that's  Built  Ford  Tough  8 


tight  turns  easier,  your 
drivers  more  productive, 
with  low-cut  side  obser- 


vation windows,  to  give 
the  driver  great  visibility 
in  stop  and  go  city 
driving-up  and  down, 


front  and  side.  Power 
steering's  standard.  The 
wheel  cut  is  a  full  45,° 
Cargo's  turning  radius  is 
14  ft.  shorter: 


DIE5EL 


Even  the  engine  is 
Built  Ford  Tough! 

Ford's  been  making 
fuel-efficient  diesels  for 
decades,  but  never  one 
as  advanced  as  our  new 
165  hp**  turbo-a  design 


so  tough,  it  has  no  restrk 
tions  on  application  or 
mileage! 

22  Work-Ready  Carg< 
models,  GVW's  of  26,50( 
and  29,500  lbs. 

Ford  Cargo:  It's  loade 
with  ideas  every  bever- 
age truck  should  have! 

'Turning  diameter  compared  with 
F-series  conventional  comparably 
equipped 
"SAE  standard  J1349 

TRUCK  OPERATIONS 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


SMALL  BUSINESSES  STILL  OUR  BIGGEST  BUSINESS 


□twithstanding  all  the  megamerging  in  recent  years 
the  ongoing  giantness  of  the  likes  of  General  Motors, 
)n  and  IBM,  small  businesses  continue  overwhelming- 
i  be  America's  biggest  business. 

ley  make  up  99.8%  of  the  U.S.'  business  concerns, 
r  three-quarters  of  the  dollar  volume  generated  by 
miction  and  wholesaling  comes  from  small  business- 
nd  they  provide  nearly  half  of  the  volume  generated  by 
service  industry.  Small  businesses  account  for  43%  of 
£ross  national  product. 

s  far  most  of  the  millions  of  new  jobs  in  the  last  couple  of 
des  have  been  in  small  businesses.  And  of  the  projected 


3  million  new  jobs  that  will  have  been  created  by  the  end  of 
this  year,  two-thirds  will  be  in  companies  with  fewer  than 
100  employees.  While  some  big  segments  of  our  economy 
are  hurting — oil  and  gas,  agriculture,  steel,  basic  minerals 
and  the  fabrications  thereof — overall,  America's  economy 
continues  to  be  extraordinarily  healthy. 

Job  openings  and  skills  needed,  as  well  as  areas  of  sur- 
plus labor  and  labor  shortage,  are  shifting — sometimes 
dramatically.  Such  shifts  have  always  been  one  of  the 
prices  of  growth,  one  of  the  costs  of  having  our  economy, 
our  productivity  and  our  services  getting  With  It. 

And,  most  important,  ofttimes  ahead  of  It. 


THE  VOLUBLE  IGNORATI  CONTINUE  TO  PUT  DOWN  SERVICE  JOBS 


:ing  mostly  bottom-rung  vis-a-vis  the  dwindling  num- 
employed  in  manufacturing.  Currently,  70%  of  Amer- 

workers  are  in  the  service  sector,  only  20%  in  fac- 
:s.  But  it's  baloney  to  equate  most  of  the  multiplying 
ions  of  service  jobs  with  lowest  pay  and  as  being 
ominantly  of  the  fast-food  variety. 

fact,  80%  of  America's  managerial  and  specialized 
:ssional  employees  are  in  service  jobs — computers, 
I,  financial,  health,  insurance,  etc.  There  is  a  vastly 
er  percentage  of  white  collars  in  service  work  than  in 
ufacturing. 

□t  even  the  much  belittled  (by  the  little-minded)  fast- 


food  jobs  are  dead  ends.  Such  jobs,  for  thousands  of  young, 
contribute  importantly  to  paying  for  their  further  educa- 
tion. And  the  openings  for  store  managers,  district  manag- 
ers and  on  up  the  ladder  are  multiple  for  those  who  stick 
with  the  quick  food. 

There  are  far  more  challenges  and  opportunities  in  ser- 
vice industries  than  ever  existed  in  the  Age  of  Chaplin- 
esque  production-line  rote.  Interestingly,  too,  we  are  man- 
ufacturing more  than  we  ever  did,  only  we're  doing  it  with 
fewer  people.  Productivity,  it's  called. 

When  you  next  hear  some  pontificator  spouting  the 
usual  put-down  of  service-sector  growth,  enlighten  him. 


THE  LIBYAN  CRISIS  HAS  OVERSHADOWED  ANOTHER 


of  very  great  consequence:  the  unheadhned  defeat  of 
Iraqis  by  Iran  in  the  marshes  of  Iraq's  Faw  Peninsula, 
iq's  now  in  serious  danger  of  possibly  losing  the  war 
or  President  Hussein.  Its  superior  air  power  and  tanks 
laving  little  impact  in  this  strategic,  waterlogged  turf. 

dangers  of  reborn  Iranian  military  power  in  Kho- 
li's  hands  have  its  moderate  Arab  neighbors  quaking, 
re  are  revolutionary-minded  fundamentalist  cores  in 


Kuwait  waiting  to  be  tossed  a  match  by  the  Ayatollah. 
Ditto  Saudi  Arabia. 
Ditto  Egypt. 

Ditto  several  other  countries,  including  those  as  far 
away  as  Malaysia  and  even  in  the  Philippines. 

Odd,  isn't  it,  to  have  such  an  earthshaking  explosion  in 
Arab  lands  in  danger  of  happening  without  Israel  being  a 
prime  part  of  the  equation. 
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HOW'S  THIS  FOR  A  HOT  STOCK  TIP? 

How's  about  buying  shares  in  a  syndicated  liability  suit-  ty  insurance  insanity  now  ravaging,  savaging  Amen 

Think  we're  kidding?  Read  "Psst!  Wanna  buy  a  lawsuit?"  economy,  read  "So  what's  the  law,  already?"  on  page  70 

on  page  67.  Read' 'em  and  weep. 

And  if  that's  not  enough  to  make  you  choke  on  the  liabili-  Then — react. 

HERE'S  A  PERFECT  PLEA— LOW  KEY  BUT  POWERFUL 

For  students,  teachers  and  practitioners  in  creating  responsive 
advertising,  this  is  as  good  an  example  of  its  genre  as  I've  ever  seen. 


In  Spades 


MM, 

"Rehabilitation  is  an  astronomical- 
ly expensive  medical  endeavor,  no 
matter  who  pays,"  says  Dr.  Samu- 
el Sverdlik,  who  for  over  30  years 
has  been  Chief  of  Rehabilitation  at 
St.  Vincent's  Medical  Center. 

It's  not  a  prescription  cure.  The 
problems  of  a  paraplegic  do  not 
respond  to  drugs  or  a  scalpel. 
They  will  not  be  resolved  in  weeks 
or  even  months. 

Rehabilitation  can  take  years. 

Take  the  case  of  Gordon  Di- 
Paulo.  Gordon  broke  his  neck  in 
a  swimming  accident  and  was 
rendered  suddenly  and  totally 
dependent.  Socially  and  econom- 
ically. One  moment  he  was  a 
healthy  young  man  in  his  prime, 
with  a  college  degree  and  a 
promising  future.  The  next  in- 
stant he  was  a  quadriplegic,  un- 


able to  scratch  his  nose. 

To  rehabilitate  someone  like  Gor- 
don you  must  teach  him  todeal  with 
hisdisability.  You  must  help  him  to 
learn,  all  over  again,  to  brush  his 
teeth  and  comb  his  hair.  To  shave. 
To  eat.  To  transfer  from  his  bed  to 
his  wheelchair.  You  must  help  him 
find  a  way  to  make  a  buck.  And  to 
become,  once  again,  a  contributing 
member  of  society 

Not  every  patient  succeeds.  The 
ones  who  do  have  something  ex- 
tra— an  inner  resource  that  keeps 
them  going  and  provides  motiva- 
tion. Rehabilitation  is  a  constant 
struggle.  It  takes  guts.  It's  long 
and  hard  and  painful.  And  often 
discouraging 

For  two  full  years,  Gordon  was 
an  inpatient  at  St.  Vincent's.  He 
was  an  outpatient  for  many  more. 


Between  his  astonishing  will  to 
succeed  and  the  professional  sup- 
port and  encouragement  of  the 
staff,  he  became  a  productive  and 
largely  self-sufficient  person. 

Today,  twenty-five  years  after 
his  accident,  he  holds  a  Master's 
and  a  Ph.D.  He  is  a  professor  at 
the  College  of  Staten  Island.  He 
has  traveled  worldwide.  He  has 
been  happily  married  for  more 
than  twenty  years. 

As  Dr.  Sverdlik  observes,  "If 
you  just  look  at  it  in  terms  of  his 
income  taxes,  Gordon's  paid  back 
in  spades  everything  he's  cost  the 
community. 

"And  that,"  adds  the  doctor, 
"doesn't  even  begin  to  consider 
what  he's  given  back  as  a  teacher. 
Or  a  husband.  Or  as  a  human 
being." 


A  MOMENT'S  INSPIRATION  OF  LASTING  WORTH 


A  son  of  poor  immigrants  attended  a  Harlem  public 
school  six  decades  ago.  Bright,  he  graduated  from  high 
school  at  14,  received  a  college  scholarship  and  earned  a 
Master's  degree  and  then  entrepreneured  a  great  fortune. 

Five  years  ago,  he  was  about  to 
read  a  cliche-studded  commence- 
ment talk  to  61  graduating  sixth 
graders  in  the  school  he'd  attended 
half  a  century  earlier. 

Shortly  after  he  started  to  wade 
through  the  dull  pages,  he  shoved 
them  aside  and  suddenly  gave 
words  to  an  exhilarating  thought — 
for  all  the  61,  if  they  went  on 


Lang,  with  college-promised  youngsters 


through  high  school,  he  promised  to  pay  their  colli 
tuitions.  Aside  from  9  whose  families  moved  aw 
none  of  the  remaining  52  has  dropped  out  of  high  schc 
He  has  spent  many  of  his  Saturdays  through  the  ye 
meeting  with  these  young  peopl 
For  the  few  who  are  not  going 
be  able  to  take  him  up  on 
college-tuition  promise,  he's  he 
ing  to  find  jobs. 

Eugene  Lang's  hands-on  Do 
Good  is  making  the  dreams  of  th 
predominantly  poor  Blacks  and  h 
panics  come  true.  Truly,  an  lnsj 
ing  philanthropic  inspiration. 


THE  ULTIMATE  HIGH  TECH  "OUT" 


Through  the  ages  much  has  been  writ- 
ten about  how  to  break  away  when  cor- 
nered by  unrelenting  bores. 

Or  from  people  who  overstay  the  time 
you  had  to  let  them  at  you. 

Or  when,  as  a  member  of  an  audience, 
you're  desperate  to  escape. 

Now,  for  $29  plus  $2.50  for  mailing 
charges,  you  can  have  the  Ultimate  Out, 
with  no  hurt  feelings.  In  fact,  this  ex- 
cuse makes  it  look  as  if  you're  hastily 


withdrawing  out  of  thoughtfulness, 
good  manners,  consideration. 

This  miraculous  device? 

"False  Alarm,  the  convincing,  profes- 
sional-looking beeper  that  you  activate. 
Switch  it  on  and  after  a  20-second  delay 
(to  avert  suspicion)  False  Alarm  beeps."* 
And  as  you  pull  it  out,  a  wee  red  light  is 
flashing.  So  what  else  can  you  do,  but 
pull  out,  too. 

'Sharper  Image.  t>50  Davis  St..  San  Francisco.  Cal.  94111 


"Excuse  me 
I  have  to  leave.. 
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BARBARA  WALTERS 

ias  never  looked  younger,  never  looked  better.  Surely 
iance  Merv  Adelson  doesn't  get  all  the  credit.  In  fact, 
naybe  he  should  start  worrying  about  a  myriad  of 
urned-on  would-be  competitors. 

Barbara  Walters,  with  Bob,  Kip  and  Tim  Forbes 
at  Highlander  V's  boatwarming 


CAN'T  STARGAZERS  DO  THEIR  THING  WITHOUT  DISCOMBOBULATING 

it  of  the  rest  of  us  with  something  that's  a  phenomenon       Is  it  too  much  to  hope  that  astronomers  can  gaze  and 


iem  and  usually  invisible  to  us? 

alley's  Comet  is  only  the  latest  of  those  frequent  once- 
-lifetime  heavenly  happenings  that  have  millions  shiv- 
g  outside,  suffering  eyestrain  and  acquiring  a  pain  in 
neck. 


orgase  without  continuously  trying  to  turn  the  rest  of  us  on? 

As  the  lady  who  traveled  to  an  Inca  ruin  in  Peru  to 
best  view  Halley's  Comet  said,  "That's  it?  That's  all 
there  is?  I  came  4,000  miles  to  see  this  crummy  little 
fuzzball?" 


IF  IT'S  GOT  TO  BE  DONE 

do  it. 


IF  YOU  HAVE  A  CHOICE 

make  it. 


IDPLEWAUGH 
OHH  0,  CAMPBELL 


BOOKS 

•  The  Men  of  Company  K — by  Harold 
P.  Leinbaugh  and  John  D.  Campbell 
(William  Morrow  &  Co.,  $18.95).  The 
big  picture,  with  the  numbers  of  ar- 
mies and  divisions,  constitutes  World 
War  IPs  history.  But  here's  that  war's 
true  tale  as  seen  in  this  warm  and 
moving  closeup  of  an  infantry  compa- 
vhose  GIs  did  the  actual  fighting.  This  life  story  of  a 
ibat  unit  is  as  gripping  as  the  best  novels  of  World  War  II. 

zrpts:  Lieutenant  General  Sir  Brian  Horrocks,  the  Brit- 
corps  commander  in  charge  of  the  operation,  noted 
in  order  to  take  Geilenkirchen,  the  Allies  would  have 
reak  through  the  heavily  defended  Siegfried  Line.  He 
this  was  a  lot  to  expect  from  troops  who  had  no 
ious  battle  experience.  Horrocks  was  sharply  critical 
ie  American  commanders.  "Their  staff  work,  howev- 
vas  not  yet  geared  to  battle  conditions."  It  became 
ious  to  the  English  general  that  U.S.  corps  and  divi- 
al  commanders  rarely,  if  ever,  visited  their  forward 
ps.  "This  was  something  I  had  to  put  right  without 
\y."  Horrocks  was  deeply  impressed  by  his  contacts 
i  the  Railsplitters'  GIs.  "The  84th  Division,  though 
ipletely  raw,  was  composed  of  splendid,  very  brave, 
>h  young  men.".  .  .  (Captain  O 'Grady  reported],  "The 
alion  went  into  action  [after  and  beyond  Geilenkir- 
i]  with  its  companies  at  full  strength,  186  riflemen, 
after  the  first  day  these  companies  consisted  of  one- 
that,  and  on  the  third  day  it  was  necessary  to  count 
->ly  personnel  and  cooks  to  record  50  names  on  the 
\pany  rosters.  .  .  .  The  only  thing  that  higher  head- 
Tiers  contributed  to  the  debacle  was  pressure.  The 


fried  Line  with  hand  grenades  and  rifle  bullets  against 
pillboxes.  The  84th  Division  walked  into  the  most  touted 
defensive  line  in  modern  warfare  without  so  much  as  the 
benefit  of  a  briefing  by  combat  officers  who  had  been 
fighting  the  problem  for  some  months  and  had  found 
workable  solutions." 


EVELYN 


WAUG  H 


1 


#  When  the  Going  Was  Good — by 

Evelyn  Waugh  (Little,  Brown  &  Co., 
$14.95).  Unlike  some  of  his  novels, 
which  have  deservedly  continued  to 
have  life  since  his  death,  this  collec- 
tion of  Waugh's  youthful  travel  pieces 
is  dated.  There  are  few  traces  of  great- 
ness in  'em. 


\panies  went  into  battle  against  the  formidable  Sieg- 


Excerpt:  The  sea  was  quite  calm  now  that  we  were  out  of 
the  Bay  of  Biscay,  but  we  ran  into  recurrent  banks  of  fog 
which  held  up  our  progress;  there  was  talk  of  our  not 
getting  in  until  late  the  next  afternoon.  ...  To  return  to 
one's  own  country,  even  after  the  shortest  absence,  is,  in 
its  way,  an  emotional  business.  I  had  left  in  the  depth  of 
winter  and  was  coming  back  to  late  spring;  then,  if  ever, 
England  is  still  a  lovely  country. 

While  I  still  stood  on  the  boat-deck  we  ran  into  another 
belt  of  mist.  The  engines  changed  to  slow  and  then  to 
dead  slow,  and  the  fog-horn  began  dolefully  sounding  the 
half-minutes.  In  twenty  minutes  we  were  clear  again,  and 
running  under  the  stars  at  full  speed. 

I  woke  up  several  times  in  the  night  to  hear  the  horn 
again  sounding  through  the  wet  night  air.  It  was  a  very 
dismal  sound,  premonitory,  perhaps,  of  coming  trouble, 
for  Fortune  is  the  least  capricious  of  dieties,  and  arranges 
things  on  the  just  and  rigid  system  that  no  one  shall  be 
very  happy  for  very  long. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Red  Alert 

The  story  is  told  in  Russia  about  the 
late  Premier  Leonid  Brezhnev,  who 
wanted  to  impress  his  old  mother 
from  the  Ukraine.  First  he  showed  her 
through  his  sumptuous  apartment  in 
Moscow.  She  said  nothing.  Then  he 
drove  her  in  his  chauffeured  black 
limousine  out  to  his  dacha  in  Usovo, 
showed  her  the  marble  reception 
rooms  and  seated  her  to  a  fine  lunch 
of  caviar  and  crab.  She  still  appeared 
unimpressed.  So  he  flew  her  in  his 
private  helicopter  to  his  hunting 
lodge  in  Zavidovo,  where  a  fire  crack- 
led in  the  huge  fireplace  of  the  ban- 
quet room.  She  seemed  increasingly 
ill-at-ease.  At  last  he  burst  out,  "Well, 
Mama,  what  do  you  think?" 

"It's  nice,  Leonid,"  she  said  hesitat- 
ingly. "But  what  if  the  Communists 
come  back?" 

— David  K.  Willis,  Town  e)  Country 

Liability  Lunacy  V 

Manufacturers  are  worried  by  the 
proliferation  of  punitive  damages,  the 
trend  toward  shared  liability — in 
which  any  maker  of  a  hazardous  prod- 
uct may  be  sued  when  an  injured  par- 
ty does  not  know  which  one  made  the 
actual  product  that  caused  the  inju- 
ry— and  a  few  cases  in  which  compa- 
nies have  been  held  responsible  for 
making  dangerous  products  even 
though  the  product  met  state-of-the- 
art  standards  at  the  time  it  was  made. 

"Many  companies  are  now  afraid  to 
bring  out  new  products  because  they 


worry  that  any  change  in  technology 
will  be  used  against  them  in  court," 
said  M.  Dana  Baldwin,  president  of 
the  Oliver  Machinery  Company  in 
Grand  Rapids,  Mich.  "Sooner  or  later, 
the  American  public  will  realize  that 
this  situation  is  hurting  them." 

— New  York  Times 

Four-Letter  Words 

"I  think  literacy  is  the  most  impor- 
tant issue  of  the  day.  When  you  look 
at  the  graffiti  in  this  city,  you  see  that 
the  kids  can't  even  spell  a  four-letter 
word." 

— Brooke  Astor,  W 

GFs  View 

The  home  front's  version  of  the 
[Geilenkirchen]  battle  in  Time  maga- 
zine's "Western  Front"  section  of 
Nov.  27,  1944  differed  considerably 
[from  its  officers']:  "Geilenkirchen 
was  a  classic  of  teamwork;  Germans 
were  trapped  between  U.S.  and  British 
units.  Within  a  few  hours  American 
GIs  riding  British  tanks  had  pushed  on 
into  the  Wurm  Valley  for  three  miles. 
The  crust  had  softened.  There  were 
signs  of  limited  German  withdraw- 
als." The  Associated  Press  story  on 
the  battle  appeared  under  the  head- 
line: "Railsplitters,  in  First  Battle, 
Chalk  Up  'Perfect  Operation.'  " 

A  less  Olympian  view  of  the  battle 
came  from  K  Company's  Bruce  Bap- 
tie.  "That  attack  up  the  Wurm  valley 
was  balls-ass  stupid."  The  Army's  of- 


ficial history  reported  that  the  33c 
and  334th  regiments,  which  were 
volved  in  the  Geilenkirchen  batt 
suffered  more  than  2,000  casualties 
less  than  a  week. 

— The  Men  of  Company 
by  Harold  Leinbaugh,  John  Campb 


My  mother  has  given  me 
everything  but  an  easy 
act  to  follow. 

— Donald  Graham,  on  replaci 
Katharine  Graham  as  publisher  of  1 
Washington  Post,  in  Media  Peo 


War  Is  Two  Way 

Europe  has  seen  its  commercial  i 
tivity  disrupted  and  tourists  he 
elsewhere.  Yet  it  has  meekly  accept 
these  assaults,  even  if  they  mean  t 
loss  of  an  occasional  Aldo  Moro 
bomb  attack  on  Mrs.  Thatcher  or  t 
shooting  of  a  pope.  The  Continen 
leaders  could  think  of  dozens  of  r 
sons  for  not  retaliating. 

The  essence  of  leadership  is  to  U 
up  to  the  need  of  action  when  clea 
that  is  the  only  appropriate  respon 
There  is  no  such  thing  as  a  success 
defensive  war  against  terrorists. 
Reagan  concluded,  quite  correct 
that  the  only  effective  response  is 
counterattack  their  sources.  Qadd; 
who  has  even  bragged  about  his  pro 
ess  for  secretly  plotting  havoc,  v 
the  appropriate  target. 

— Wall  Street  Journal  editor 

Britannia  Waves 

There  is  no  location  in  Britain  m< 
than  65  miles  from  the  sea. 

— John  McKinney,  Islan 

A  New  Goldwyn 

Mike  Smith  is  a  right-handed  rel 
pitcher  who  spent  the  spring  tryi 
to  make  the  Cincinnati  Reds, 
was  cut  just  before  the  Reds  head 
north.  That's  too  bad,  because  Sm: 
is  a  fountain  of  what  teammates  c 
Smittyisms.  He  once  asked  a  wa 
ress  to  put  some  neutrons  on  1 
salad.  (Croutons?  Close  enoug 
Checking  out  of  a  hotel,  he  said 
wanted  to  pay  his  accidentals.  W 
has  not  had  some  of  those  in  hote 
He  says  his  coat  is  warm  because 
has  good  installation.  He  says:  "I 
been  healthy  my  whole  career  [he 
just  25]  except  for  nagging  injur: 
the  last  few  years." 

— George  F.  Will,  Newswe 


"It's  all  gone  to  hell.  Sandy's  been  acquired,  Herb  disappeared  in  a 
hostile  takeover,  Ted  went  into  Chapter  11  to  duck  lawsuits, 
and  now  Eddie's  operation  is  changing  its  name. " 
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The  key  that  opens 
four  times  as  many  doors  as 
American  Express. 

And  that  key  is  the  Visa  name 
It'll  open  millions  of  the  world's 
most  marvelous  doorways. 

Doorways  that  open  to  the 
silver  jewelry  of  Taxco,  Mexico. 
To  the  richly  woven  tweeds  of 
Scotland  or  to  the  best  veal 
francese  you've  ever  had  in 
Positano,  Italy. 
And  when  the  Visa  name  is  on  your 
travelers  cheque,  you  can  travel  with 
confidence  Because  it's  nice  to  know 
you'll  see 
this  symbol  in  f 
four  times  as  ^  A 


many  door- 
ways around 
the  world  as 
i   you'll  see  American  Express. 


It's  everywhere  you  want  to  be. 


"Do  you  think  there  are 
still  places  that  aren't  served  by  KLM?' 


"Extremely  far-fetched" 


Don't  be  frozen  out  of  warm  amenities.  We  can  fly  you  to  Europe's  #1  airport  in 
Amsterdam  and  on  to  125  cities  throughout  the  world.  With  service  you'd  expect  frorr 
the  'Airline  of  the  Year."  Enjoy  the  warmth  of  KLM  to  just  about  any  place 
under  the  sun.  Call  your  travel  agent  or  ^SSm 
KLM  Today,  q{  fayfofa  |C|_|VI 

Royal  Dutch  Airline 


kct  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  STOCK  MARKET 

been  setting  new  highs.  But  those  records  are  more  more  than  1,000  points  to  surpass  the  record  it  set  in  real 

irent  than  real.  Adjusted  for  inflation,  stock  averages  terms  back  in  1966.  Even  the  more  accurate  stock  market 

iy  are  still  well  below  the  peaks  they  reached  years  ago.  gauge,  the  S&P's  500,  would  have  to  go  up  by  at  least  25% 

be  Dow  Jones  industrial  average  would  have  to  go  up  to  surpass  its  1973  peak. 


LET'S  NOT  OVERDO 

'estern  Europe's  reaction  to  our  Libyan  raids  shouldn't 
d  us  to  the  truth  of  how  much  we  need  one  another  for 
mutual  security  and  prosperity. 

tie  behavior  of  our  European  allies  is  often  puzzling, 
tsighted,  maddening.  They  spend  too  little  on  their 
i  defense.  They're  too  quick  to  criticize  the  U.S.  over 
:hing  and  everything.  They  show  little  appreciation  for 
'  much  effort  we  make  on  behalf  of  their  defense.  But 
exasperation  isn't  sufficient  reason  for  the  U.S.  to  "re- 
nine"  NATO  and  the  necessity  of  keeping  a  large  U.S. 
e  on  the  European  continent. 

here  is  a  small  but  growing  group  of  academicians  and 
ir  big  thinkers,  however,  who  would  like  to  sec  the 
scale  down  its  involvement  with  NATO,  and  it's  a 
:  thing  that  these  ideas  will  be  picked  up  by  one  or 
e  presidential  candidates  in  1988. 
>me  of  these  critics  think  the  U.S.  should  go  it  alone 
leave  the  rest  of  the  world  to  its  own  devices  in  coping 
l  the  Soviet  Union.  Others  take  the  opposite  tack:  The 
:s  inhibit  the  U.S.  from  taking  more  vigorous  actions 
nst  the  Russkies.  They  cite  our  observing  the  unrati- 
Salt  II  Treaty  as  a  prime  example. 
ATO  doubters  make  other  points:  Almost  half  of  the 
.  defense  budget  can  be  related  to  our  European  defense 
imitments  via  NATO.  Such  costs,  given  our  budget 
cits,  are  becoming  "intolerable."  Europe  is  becoming 
important  for  the  U.S.;  U.S.  trade  with  the  Pacific  now 
;eds  that  with  the  Old  World.  NATO  breeds  a  "wel- 


THE  EURO  BASHING 

fare-type  of  dependency."  If  we  pulled  back,  Europe  would 
be  forced  to  become  more  "responsible,"  that  is,  more 
hard-line,  toward  the  Soviets  and  Qaddafi. 

These  notions  have  superficial  appeal,  but  they  hold 
little  water  when  examined  closely. 

Crushing  Burden.  U.S.  obligations  for  the  defense  of 
Western  Europe  arc  hardly  exhausting.  The  wealth  of  the 
nation  isn't  declining  because  of  it.  Since  the  birth  of 
NATO  in  1949,  the  U.S.  economy  has  more  than  tripled, 
life  expectancy  has  increased  at  the  fastest  pace  in  record- 
ed history,  and  more  than  50  million  new  jobs  have  been 
created.  American  defense  spending  today  as  a  proportion 
of  our  total  economy  is  only  two-thirds  of  what  it  was  in 
the  1950s.  Some  burden.  Europe's  prosperity  has  fueled 
our  prosperity  and  vice  versa.  Without  the  U.S.  shield, 
these  nations  would  make  their  own  accommodations 
with  the  Soviet  Union.  Europe  would  be  the  poorer  for  it — 
and  so  would  we. 

Defense.  Our  allies  could  certainly  do  more,  but  they're 
not  quite  the  laggards  they're  painted  to  be.  Factor  out  the 
enormous  disparity  in  personnel  costs  (we  pay  more)  and 
NATO's  contribution  doesn't  look  so  stingy.  Moreover, 
partners  such  as  West  Germany  have  a  draft.  We  don't. 

The  frictions  with  our  allies  are  annoying,  but  they 
should  be  seen  in  proper  perspective.  When  we  lead,  they 
grumble,  but  they  eventually  follow  suit.  In  fact,  it  won't 
be  long  before  Western  Europe  comes  around  to  Reagan's 
way  of  thinking  on  terrorism. 


ON  THE  SUBJECT  OF  TERRORISM  .  .  . 


mericans  outraged  over  Europe's  response  to  our  hit- 
;  Qaddafi  might  look  closer  to  home. 
.S.  Senator  Joe  Biden  (D-Del.),  who  is  testing  the  waters 
a  presidential  run  in  1988,  recently  blocked  consider- 
n  of  an  extradition  treaty  with  Britain.  Under  this  pact, 


suspected  terrorists  could  be  returned  to  the  U.K.  to  stand 
trial.  To  the  Treaty's  opponents,  however,  these  types  of 
thugs,  who  have  maimed  and  killed  hundreds  of  innocent 
civilians  in  Northern  Ireland,  are  "freedom  fighters." 
Now  where  have  we  heard  that  rationalization  before? 
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DODGE  CARAVAN 

5/50  PROTECTION,  STANDARD. 


GIVE  THE  PEOPLE  WHAT 
THEY  WANT .. 

Just  two  short  years 
ago,  Dodge  Caravan 
carved  a  brand  new  niche 


of  cargo.  (Up  to  125 
cubic  feet.)  Or,  depend- 
ing upon  the  type  of 
seating  you  choose,  up 
to  eight  adults.  Comfort- 
ably. And,  if  you  add  the 


in  the  American  automo-      converta-bed  that  sleeps 


UNEQUALED. 


PROTECTION  AND 
FRONT-WHEEL  DRIVE. 

Although  the  success 
of  Caravan  has  prompted 
others  to  jump  on  the 
"mini-van"  bandwagon, 
there's  still  nothing  quite 
like  it.  No  other  vehicle 
of  its  kind  offers  front- 
wheel  drive  to  move  you 
easily  through  mud,  snow 
and  rain.  And  no  other 


tive  marketplace.  There 
was  nothing  quite  like  it 
and  there  still  isn't.  It's 
a  combination  economy 
car.  Luxury  car.  Family 
sedan.  Station  wagon. 
And  van.  Evidently,  it's 
just  the  right  combina- 
tion, because  people 
keep  buying  them  almost 
as  quickly  as  we  can  build 
them. 

HAULS  PEOPLE.  HAULS 
CARGO.  YOU  CAN  EVEN 
SLEEP  IN  IT 

Caravan  has  an  amaz- 
ing capacity,  for  people 
and  things.  It  hauls  plenty 


two,  you'll  find  that  vehi< 
Caravan  can  even  stani 
become  your  home  mile 
away  from  home.  Whic 
Caravan  measures  up     still  i 
nicely  on  the  outside,  too.  class 
It's  a  mere  5'4"  tall,  GET 
which  makes  it  easy  to  TRA 
step  in  and  out  of —or  to  REV 
slip  into  your  garage.  1\ 
And  Caravan's  actually  Cara 
shorter  in  length  than  a  size, 
full-size  station  ^^^^^M 
wagon.  So  it's  easy 
to  park,  maneuver  ^fr 
and  handle.  iZtfT 
THE  ONE  AND  Hnrlnn 
ONLY  WITH  5/50  ^ 


vehicle  like  it  offers  a 
standard  5  year/50,000 
mile  Protection  Plan* 
Which  means  Caravan  is 
still  at  the  head  of  its 

Cl3SS 

GET  YOUR  OWN 
TRANSPORTATION 
REVOLUTION. 

The  revolutionary 
Caravan.  Try  one  on  for 
size... even  buy  or  lease* 

.your  very  own  at 
^     your  Dodge  dealer. 

rl  It  has  a  capacity  to 
please  that  remains 
-IP  unequa led... once 
J9-  again  for  1986. 


CHRYSLER  CORPORATION 

AN  AMERICAN 
REVOLUTION 


'Whichever  comes  first.  Limited  warranty  on  powertram  and  outer  body  rust  through.  Excludes  leases. 
Restrictions  apply.  See  copy  at  dealer.  BUCKLE  UP  FOR  SAFETY. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


VOODOO  TAX  ECONOMICS,  BUT  IT  WORKS 


The  rich  pay 
more  and  more 


The  trend  is 
continuing 


So  why  raise 
taxes  now? 


The  shift  to  the  rich  of  the  personal  tax  burden  continues. 

Detailed  data  for  1984,  the  third  year  of  the  personal  tax  cut  and  the 
latest  available,  are  to  be  published  by  the  Treasury  in  a  few  weeks. 
Preliminary  analysis  shows  that  in  current  dollars: 

•  The  top  10%  of  taxpayers,  with  an  adjusted  taxable  income  over 
$44,650,  paid  12%  more  tax  than  in  1983. 

•  The  topmost  1%  or  so  of  taxpayers,  with  an  adjusted  taxable  income 
over  $92,000,  paid  no  less  than  15%  more  tax  than  in  1983. 

•  The  majority  of  taxpayers,  from  the  middle  of  the  pile  to  the  top 
group,  paid  just  7%  more. 

•  The  overall  personal  tax  take  in  1984  was  up  by  10%. 

Supplysiders,  naturally,  will  claim  this  as  a  clear  victory,  but  unscram- 
bling the  numbers  is  not  that  easy. 

The  1984  total  was  swelled  by  3.5%  more  taxpayers,  higher  personal 
incomes  and  modest  economic  growth.  Obviously,  in  these  circum- 
stances tax  revenues  would  have  been  higher  without  tax  cuts.  Supply- 
siders, however,  believe  that  without  the  cuts  there  would  not  have 
been  the  same  continued  disinflationary  growth. 

The  trend  begun  with  the  first  tax  cut  in  1982 — of  extracting 
more  taxes  from  the  rich — will  have  continued  into  1986,  says  tax 
expert  Professor  James  Gwartney  of  Florida  State  University. 

It  takes  time  for  people  to  unravel  their  tax  shelters  and  to  switch  to 
investing  for  profit  rather  than  tax  avoidance.  That  process  is  continu- 
ing. Indexing  (in  operation  since  the  1985  tax  year)  means  that  the 
effect  of  the  tax  cuts  has  not  been  diminished  by  even  the  4%  or  so 
inflation  rate. 

Says  Gwartney:  "It's  no  surprise  to  me  that  the  stock  and  bond 
markets  have  been  strong." 

All  this  adds  spice  to  the  interminable  Washington  debates  on  so- 
called  tax  reform  (meaning  raising  indirect  taxes — on  oil,  say — to  avoid 
cutting  some  spending)  and  budget  cutting. 

There  are,  however,  signs  that  the  deficit  is  shrinking  and  that  the 
fiscal  1987  Gramm-Rudman-Hollings  trigger  may  not  be  reached. 

The  reasons  are  falling  interest  rates  (saving  perhaps  $12  billion  in  the 
cost  of  servicing  the  national  debt),  lower  oil  prices  (around  $3  billion 
directly),  and  faster  growth  and  lower  inflation  as  a  result  of  both. 
Together,  these  could  shave  off  another  $20  billion. 

On  the  other  side  of  the  ledger  are  rising  spending  on  farmers  and  on 
defense.  But  the  Administration's  argument  that  lower  inflation  will 
reduce  the  growth  of  the  tax  bite — "lower  fiscal  drag,"  in  the  jargon — is 
less  relevant  now  that  personal  taxes  are  indexed. 

Besides  which,  as  the  detailed  analysis  will  show,  the  rate  cuts  are 
working  to  bring  in  more  taxes. 
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The  Forbes  Index 


Current  180.8* 
Previous  180.2t 
Percent  change  +0.3 


100 


I  I  I  I  I  I  I  I 
A   M  J  JASON 


IT 

D  J 


i  r 

F  M 


Warm-weather  effect.  New  housing  starts  in  March  rose 
41%  from  February  and  contributed  to  a  0.3%  rise  in  the 
Forbes  Index.  But  the  news  on  the  housing  front  could 
have  been  better,  especially  in  light  of  the  decline  in 
mortgage  rates.  The  150,000  March  housing  starts  were 
only  3.5%  higher  than  during  March  1985.  Also  contribut- 
ing to  the  rise  in  the  Forbes  Index  were  personal  income 


■preliminary  +revB 

and  consumer  installment  debt,  up  by  0.5%  and  0.9° 
respectively.  The  rise  in  debt,  however,  was  the  smalle 
increase  since  last  June. 

The  slowdown  in  borrowing  hampered  retail  sale 
which  were  off  0.8%.  Industrial  production,  hurt  by  d 
clines  in  oil  and  gas  drilling  and  steel  and  auto  productio 
fell  by  0.5%,  to  125%  of  the  1977  base. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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Itaoice  is  always  going 
to  be  flooded  with  paper,  so  you 
may  as  well  make  the  best  of  it 


It  fills  up  your  in-basket.  Over- 
flows onto  your  desk.  And  makes  your 
briefcase  nearly  impossible  to  close. 

You  use  it  to  organize,  theorize, 
amortize,  formalize  and  otherwise 
manage  your  day-to-day  existence. 

Despite  all  the  predictions  of  a 
"paperless  office"  paper  is  still  the 
number  one  by-product  of  American 
business. 

Which  is  why  our  new 
Macintosh™  Plus  personal  computer 
and  LaserWriter™  Plus  printer  are 
the  number  one  products  American 
business  should  buy 

Together,  they  give  you  a  system 
for  generating  printed  output  that's  a 
generation  beyond  anything  that's 
ever  been  produced  by  ordinary  office 
computers  and  printers. 

A  system  that  revolutionizes 
the  way  business  shares  information. 

A  system  we  call  Desktop 
Publishing  Plus™ 

As  the  name  implies,  Desktop 


Publishing  Plus  is  like  having  a 
design  studio,  type  house  and  print 
shop  on  a  desktop. 

It  puts  the  power  of  typeset- 
looking  text  and  high  resolution 
graphic  communication  at  your 
immediate  and  unending  disposal. 

Allowing  you  to  produce  corre- 
spondence, reports  and  presenta- 
tions that  stand  out  from  typewritten 
pages  thick  with 
white-out. 

As  well  as  your 
own  newsletters, 
manuals,  business 
forms,  overheads 
and  flyers. 

And  the  only 
thing  you  have  to 
know  about  typesetting  is  that  it  takes 
longer  and  costs  more  than  using 
our  Desktop  Publishing  Plus  system. 

The  computer  half  of  the 
system — Macintosh  Plus — is  one  of 
the  most  powerful  personal  computers 
ever  to  translate  rows  of  incompre- 
hensible numbers  into  one  compre- 
hensive bar  chart. 

It  has  one  foil  megabyte  of  RAM. 


128K  of  ROM.  And  an  800K  dot 
sided  disk  drive.  So  you  can  rut 
sophisticated  word  processing, 
ics  and  page  design  software  lil 
Microsoft  Word,  MacDraw™  Ma 
and  Aldus  PageMaker  faster  tha 
you  can  run  up  a  type  bill. 

Along  with  programs  like 
soft  Excel,  Blyth's  Omnis  3  and 
MacProject™  for  running  the  bi 


i 


A  program  like  MacDraw  has  all 
tlx  tools  you  need  to  create  custom 
graphics  and  illustrations. 


With  software  like  PageMi 
ym  can  mix  text  and  grey, 
create  outstanding  ot 

end  of  your  business. 

And,  since  Macintosh  Plus 
ploys  the  intuitive  point-and-cl 
mouse  technology,  learning  to 
is  about  as  easy  as  filling  in  a  j 
chart  with  not-so-magic  mark 

However,  our  most  powerl 
computer  isn't  a  computer.  It's  < 
LaserWriter  Plus  printer. 

Inside  LaserWriter  Plus  is  I 


Macintosh  Plus  added  to 
LaserWriter  Plus  equals  a 
breakthrough  in  office 
communications  we  call 
Desktop  Publishing  Plus. 


Stedcase 


Blue  Northern  whips  into  the  high 
country,  you  need  three  things  to 
survive — hunting  knife,  dry 
shelter,  and  a  wum  pair  of 
JanSport  jeans  made  from  heavy 
duty  denim  bar -tacked  where  you 
need  them  most  and  lined  with  soft 
flannel  to  keep  you  toasty  warm 
So  when  thai  Blue  Northern  whips 
through  ti 


From  everyday  correspondence  to  monthly  newsletters  to  quarterly  reports,  our  Desktop  Publishing  Plus  system  enables 
you  to  generate  documents  thai  really  stand  out  in  a  world  of typewritten  pages  thick  with  white -out. 


* 


/anced  microprocessor  that's        All  this  control  not  only  gives 
acintosh  Plus.  And  1.5  mega-    you  plenty  of  options  for  making  up 
iAM.  And  one  megabyte        a  page,  but  also  makes  it  easier  for 

you  to  make  up  your  mind, 
inside  the  ROM  is  PostScript®      You  can  alter  typefaces  and  sizes, 
irkable  page  description        change  the  position  of  graphics,  then 
?  that's  becoming  the  indus-    instantly  see  how  it  looks  on  paper, 
ard.  If  you're  not  happy,  you  can 

hat  computer  power,  com-     immediately  re-alter  and  reposition 
th  PostScript,  gives  you  total    until  the  page  that's  in  your  head  is 
f  every  dot  printed  on  the      the  page  that's  on  your  desk.  And 
ulting  in  a 
joking  resolu- 
30  dots  per 
*  an  entire  page 
id/or  graphics. 
rScRiPT  also 
iserWriter  Plus 
:e  dozens 
nt  type  styles 
11  built-in 
families.  In- 
-lelveticaf 
•alatino®  and 
t  Garde  Gothic® 
these  are  just 
n  ever-growing 
f  typefaces. 

can  even  generate  type  in 
s  of  different  sizes.  From  as 
i  as  4-point  for  disclaimers 
documents.  To  as  huge  as 
it  for  signage. 


Management 


You  can  even  produce  your 
own  manuals,  data  sheets, 
business  forms,  flyers  and 
training  materials  with  our 
Desktop  Pul)lishing  Plus  sys- 
tem. As  well  as  overheads  that 
communicate  in  a  way  that 
won  t  go  over  anyone  s  head. 


no  one  will  ever  suspect  that  it  wasn't 
the  work  of  a  professional  printer. 
Another  plus  to  our  system  is  that 


if  you  do  decide  you  need  commercial 
typeset  quality  printing,  Macintosh 
Plus  can  hook  up  to  PostScript  com- 
patible machines  like  Allied  Linotype 
Linotronic  100  and  300  phototypesetters. 

You  can  even  connect  as  many 
as  31  Macintosh  computers  to  a 
single  LaserWriter  Plus.  Not  to  men- 
tion IBM  PCs  and  compatibles, 
Digital  VAXs  or  other  UNIX  machines* 

Saving  you  the  cost  of  buying  a 
letter-quality  printer  for  every  com- 
puter in  the  office.  Which,  in  turn, 
will  significantly  improve  the  most 
important  piece  of  paper  of  all. 

Your  budget  sheet. 

Of  course,  business  doesn't  run 
on  paper  alone.  So  we've  also  designed 
Macintosh  Plus  to  be  able  to  connect 
to  the  same  computers  that  connect 
to  LaserWriter  Plus*  Allowing  you 
to  increase  productivity  by  sharing  all 
that  information  electronically. 

For  a  demonstration  of  Macintosh 
Plus  and  LaserWriter  Plus,  visit  any 
authorized  Apple  dealer  who  offers 
Desktop  Publishing  Plus  solutions. 

He/she  will  also  gladly  provide 
you  with  prices,  specifications,  options 
and  literature. 

In  other  words,  more  information. 


Introducing  Desktop  Publishing  Plus. 


rdware  and  software  may  be  required.  ©  l()H6Aj)j)le  Computer,  Inc.  A/)/)te  and  theAjiple  logo  are  registered  trademarks  of  Apple  Computer,  Inc.  Macintosh  is  a  trademark  of  Mcintosh 
ic.  and  is  being  used  unih  Us  express  permission.  LaserWriter,  Desktop  Publishing  Plus,  MacDrau:  MacPaint  and MacProject  are trademarks  Oj "Apple  Computer.  Inc.  Microsoft  is  a  registered 
Microsoft  Corfxjralion  PageMaker  is  a  trademark  of  Allium  Corfxtration  Omnis3  is  a  registered  tnulemark  ofBlyth  Software.  Inc.  PiisTSa/ii'tis  a  registered  trademark  of  Adobe  Systems. 
,  Times.  Palatino.  Linotype  ami  l.inotronic  are  registered  trademarks  of  Allied  Cor/xiration  ITCAvant  Garde  Gothic  is  a  registered  trademark  of  International  ftfwftue  Corfioration. 
tered  trademark  of International  Business  Machines  Corporation.  Digital  and  VAX  are  trademark-  oj  Digital  Equipment  Corporation.  UNIX  is  a  trademark  of  AT&T.  For  an  autlxrrized 
tear  you.  call  (800 )  446  3000  ext.  50.  In  Canada,  call  (800 )  268  7796  or  (800 )  2687637. 


Forbes 


The  year  1985  was  a  good  one  for  new- 
issue  underwriters,  and  this  year  so  far  is 
even  better.  Were  not  yet  back  to  the  1983 
frenzy,  but . . . 

Investors  are 
slow  learners 


By  Richard  L.  Stern 
and  Paul  Bornstein 


/ 


New-issue  boom 


Forbes'  Fever  Meter  (the  percent- 
age of  new  issues  up  more  than 
10%  in  the  first  day  of  trading) 
shows  the  market  still  not  as 
steamy  as  in  early  1983.  But  it 
also  shows  the  market  cools  even . 


faster  than  it  heats  up. 


EVERYBODY  WATCHES  the  StOC 
market  these  days  for  signs  of 
speculative  blowoff.  One  of  tl 
key  signals  to  watch  is  overheating  i 
the  new-issue  market.  So  what's  g( 
ing  on  in  new  issues  these  days?  Th; 
market  is  starting  to  boil.  But  ju 
starting.  It  is  at  nothing  like  the  fri 
netic  pace  it  reached  before  the  n 
sounding  crash  of  new  issues  in  tl 
fall  of  1983. 

Our  source?  The  Forbes  New  Issi 
Fever  Meter.  Designed  with  the  he! 
of  historical  pricing  data  from  Intera 
tive  Data  Corp.,  the  Fever  Meter  ca 
culates  the  percentage  of  new  issui 
whose  price  bulged  10%  or  more  1 
the  end  of  their  first  trading  day.  It's 
kind  of  measure  of  supply  and  d 
mand.  Normally,  if  the  underwrite 
do  their  homework  well,  a  stock 
opening  price  should  reflect  its  rel 
tive  value  in  that  day's  market.  Bi 
when  markets  are  hot,  demand  fi 
new  issues  quickly  pushes  the  prio 
above  the  offering  price. 

In  the  first  quarter  of  this  year,  nea 
ly  half — 45% — of  71  new  issui 
tracked  bulged  10%  more  the  fir 
day.  These  premiums  developed  : 
spite  of  the  fact  that  the  supply  of  ne 
issues  increased  sharply  during  tl 
period.  In  those  three  months  Ws 
Street  raised  $2.3  billion  with  mo 
than  115  new  stock  offerings,  vs.  $1 
billion  from  103  issues  a  year  ago. 

As  the  table  on  page  31  shows,  tl 
hottest  first-day  performer  in  th 
year's  first  quarter  was  Digitext,  a  d 
velopment-stage  manufacturer 
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ctronic  keyboard  products.  At  the 
1  of  its  first  day,  Digitext  hit  $6.25, 
ich  is  47%  higher  than  the  offering 
:e  of  $4.25.  Another  big  first-day 
iner  was  Microsoft,  the  computer 
tware  company,  which  went  up 
ya.  Brokerage  firms  did  well,  too: 


Alex.  Brown  &  Sons  jumped  27%, 
Morgan  Stanley  was  up  26%,  and  L.F. 
Rothschild,  Unterberg  Towbin  in- 
creased 12%. 

Should  investors  start  to  get  scared? 
Probably  not  yet.  We  took  our  new- 
issue  database  (first  introduced  in  our 


issue  of  Dec.  2,  1985)  back  17  quar- 
ters, to  the  first  quarter  of  1982.  The 
hottest  was  1983's  second  quarter, 
when  63%,  or  71,  of  the  113  issues 
tracked  were  up  10%  or  more  in  first- 
day  trading.  Notice  the  quick  crash, 
though.  In  the  very  next  quarter,  the 


First-quarter  new  issues  with  the  biggest  first-day  gains 

Of  the  71  new  stock  issues  we  tracked  during 
1986's  first  quarter,  32  gained  10%  or  more  their 

first  trading  day.  Many 
the  quarter  overall. 

were 

top  performers  for 

)mpany/business 

Offer 
date 

Offer 
price* 

Offei 
price 
P/E 

lst-day 
performance 

Recent  Recent 

pricet    performancet  Underwriter 

gitext/digital  keyboard  prods 

2/27/86 

$4.25 

Neg 

47% 

$7.25 

71% 

Whale  Securities 

edford  Savings  Bank/savings  &  loan 

3/18/86 

14.37 

8 

40 

19.75 

37 

Paine  Webber 

at  Hovercraft/hovercraft  mfg 

3/  3/86 

1.00 

Neg 

38 

1.38 

38 

Huberman  Margaretten 
RB  Marich 

auticontrol  Cosmetics/cosmetics 

3/  6/86 

16.00 

28 

38 

21.25 

33 

Bear  Stearns  &  Co 
Rotan  Mosle  Inc 

■acle  Systems/computer  software 

3/12/86 

15.00 

65 

37 

26.00 

73 

Alex  Brown  &  Sons 
Merrill  Lynch 

icrosoft/computer  software 

3/13/86 

21.00 

16 

33 

29.25 

39 

Goldman  Sachs  &  Co 
Alex  Brown  &  Sons 

ly-Tech/trash  bags 

3/11/86 

11.00 

11 

28 

16.25 

48 

Dain  Bosworth  Inc 

lited  Insurance  Cos/insurance 

3/  6/86 

14.50 

13 

28 

20.75 

43 

Bear  Stearns  &  Co 
RG  Dickinson 

ex  Brown  &  Sons/ 
ivestment  banking 

2/28/86 

23.00 

12 

27 

35.25 

53 

Alex  Brown  &  Sons 

immunity  Savings  Bank/ 
avings  bank 

3/14/86 

13.80 

11 

27 

16.50 

20 

Merrill  Lynch 

organ  Stanley  Group/ 

ivestment  banking 

3/21/86 

56.50 

11 

26 

78.50 

39 

Morgan  Stanley  &  Co 
Bear  Stearns  &  Co 
First  Boston  Corp 

>me  &  City  Savings  Bank/ 

avings  &  loan 

2/  6/86 

17.25 

10 

26 

20.75 

20 

Merrill  Lynch 
First  Albany  Corp 

J  Data  Systems/computers 

2/  7/86 

1.00 

25 

25 

2.13 

113 

MH  Meyeison  &  Co 

exus/electronics 

2/  5/86 

8.25 

12 

21 

11.38 

38 

Milwaukee  Co 

meral  Sciences/technical  devel 

3/13/86 

5.00 

36 

20 

5.38 

8 

Steinberg  &  Lyman 

ikron  Instruments/thermometry 

2/28/86 

5.00 

13 

20 

4.50 

-10 

DH  Blair  &  Co 

ilsey  Drug/drugs 

3/  6/86 

8.00* 

18 

19 

8.50$ 

6 

Muller  &  Co 

lecast/cable  TV 

2/12/86 

5.00 

Neg 

18 

9.00 

80 

AT  Brod  &  Co 

lited  Savings  Bank/banking 

2/19/86 

16.00 

9 

17 

16.38 

2 

Legg  Mason  Wood  Walker 

i.  J  Snack  Foods/snack  foods 

2/  4/86 

14.75 

16 

17 

20.25 

37 

Advest  Inc 

ris  Business  Forms/business  suppl 

3/25/86 

7.50 

13 

17 

8.00 

7 

Advest  Inc 

FS/academic  programs 

2/  5/86 

9.00 

20 

17 

9.00 

0 

Hambrecht  &  Quist 

rst  Family  Group/electr  retailing 

3/  5/86 

14.00 

27 

14 

19.00 

36 

McDonald  &  Co 

fgeia  Sciences/diagnostic  prods 

2/20/86 

9.00 

Neg 

14 

12.25 

36 

Sutro  &  Co 

Tucker  Anthony  &  RL  Day 

iP  Industries/plastic  products 

1/30/86 

11.00 

9 

14 

18.00 

64 

Moseley  Hallgarten 
Estabrook 

cer/ticket  machines 

3/12/86 

5.50 

8 

14 

5.75 

5 

Boettcher  &  Co 

:neral  Computer/computers 

3/  4/86 

13.00 

20 

13 

17.00 

31 

McDonald  &  Co 

sociated  Inns  &  Restaurants/ 

otel  management 

3/  7/86 

13.50 

17 

13 

18.50 

37 

Donaldson  Lufkin 
&  Jenrette 

iver's  Stores/clothing  stores 

2/11/86 

6.00 

17 

13 

8.50 

42 

Ladenburg  Thalmann  &  Co 

Rothschild/ 

nvestment  banking 

3/13/86 

20.50 

15 

12 

25.88 

26 

LF  Rothschild 
Salomon  Brothers 
Shearson  Lehman  Brothers 

arine  Corp  (Ill)/banking 

3/18/86 

23.00 

11 

12 

28.50 

24 

Chicago  Corp 

its  of  Call/travel  club 

2/  6/86 

6.50 

8 

12 

9.13 

40 

Dain  Bosworth  Inc 
Boettcher  &  Co 

■r  share  tPrice  and  performance  as  of  Apr  18,  1986  ^Trading  as  unit.  Neg:  Negative 

Sources:  Forbfs,  Securities  Data  Co 

of  NY.,  Institute  for  Econometric  Research. 
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Fever  Meter  showed  that  only  19%  of 
newly  issued  stocks  rose  10%  on  their 
first  trading  day  and  the  Nasdaq  o-t-c 
composite  dropped  10%. 

Nevertheless,  as  the  new-issue  lot- 
tery heats  up,  more  and  more  inves- 
tors will  be  tempted  to  take  a  flier. 
From  studying  our  own  database — 
which  covers  3,300  individual  new 
issues — we  can  offer  some  sound  ad- 
vice to  new-issue  players:  Stay  away 
from  the  highfliers,  the  stocks  that 
bulge  sharply  from  their  initial  offer- 
ing price. 

Go  back  to  the  ill-fated  new-issue 
boom  of  1982-83.  We  traced  the  per- 
formance in  that  record  second  quar- 
ter of  1983  of  those  71  issues  that 
bulged  quickly  over  their  offering 
price.  Forty- three,  or  61%,  recently 
were  trading  below  their  offering 


price  (10  of  them  were  at  least  90% 
below  the  offering);  2  were  trading  at 
the  offering  price;  and  26  were  up. 
Even  worse,  only  17  of  those  hot  1983 
new  issues  have  outperformed  the 
S&P's  500  stock  average  to  date.  In 
other  words,  most  of  the  hottest  new 
issues  turned  out  to  be  lousy  long- 
term  investments. 

The  biggest  losers  among  hot  new 
issues  in  that  booming  1983  quarter 
were  so-called  development-stage  or 
idea  companies.  Clubmart,  for  exam- 
ple, was  a  discount  chain  without  a 
single  store  when  Rooney  Pace  brought 
it  public.  Clubmart  went  up  48% ,  from 
$5.25  to  $7.75,  in  its  first  day  of  trading 
and  did  eventually  open  a  store.  But 
after  selling  its  New  York  store,  it 
recently  was  trading  for  38  cents  under 
its  new  name,  Retail  Services.  A  D.H. 


Blair  deal  called  American  Bloodpre 
sure,  a  company  that  was  supposed  ( 
open  hypertension  clinics,  had  q 
earnings  when  it  came  out  and  receni 
ly  was  down  more  than  95%  from  i 
$5  offering  price.  The  few  winnei 
among  the  hot  new-issue  stocks  wei 
mostly  among  companies  with  rei 
earnings  and  a  real  business.  Quick  < 
Reilly,  for  example,  or  finance  compj 
ny  Green  Tree  Acceptance. 

What's  ahead  for  the  new-issu 
market?  Forbes'  prediction:  a  stead 
rise  in  both  the  Fever  Meter  and  tb 
number  of  new  issues.  And  accordin 
to  Neii-  Issues  newsletter  editor  No: 
man  Fosback,  the  number  of  new  i< 
sues  waiting  to  come  public  at  $1  c 
more  per  share  was  at  least  25%  higl 
er  in  April  than  in  any  month  so  fi 
this  year  ■ 


Is  a  security  made  up  of  unsecured  loans  a 
contradiction  in  terms?  Not  anymore. 


What  will  they 
think  of  next? 


By  Allan  Sloan 

ANY  OLD  FAIRY  GODMOTHER  Can 
turn  pumpkins  into  coaches  or 
i  mice  into  footmen.  But  it 
takes  a  very  special  talent  to  trans- 
form unsecured  loans  into  securities. 
Salomon  Brothers  of  New  York  and 
Bank  One,  Columbus  of  Columbus, 
Ohio  seem  to  have  the  knack.  They 
have  teamed  up  to  concoct  a  security 
made  of  unsecured  loans. 

They  call  their  seeming  oxymoron, 
or  contradiction  in  terms,  Certificates 
for  Amortizing  Revolving  Debts — 
CARDs  for  short.  The  first  issue,  a 
mere  $50  million  participation  in 
Bank  One's  credit  card  receivables, 
appeared  last  month.  Salomon  is  hop- 
ing CARDs  will  become  the  1986  ver- 
sion of  the  wildly  popular  collateral- 
ized mortgage  obligations,  which 
were  invented  only  three  years  ago 
but  now  trade  in  the  billions.  "We 
didn't  do  all  that  work  just  for  one  $50 


million  issue,"  says  Patricia  Jehle,  a 
Salomon  vice  president  who  helped 
launch  the  CARDs. 

Indeed  not.  fehle  and  her  Salomon 
colleague  Michael  Fortier  hope  that 
CARDs  will  capture  a  substantial  part 
of  the  $67  billion  of  outstanding  Visa 
and  MasterCard  receivables,  plus  the 
tens  of  billions  of  dollars  of  other  con- 
sumer credits  that  banks  hold. 

Doing  the  one  $50  million  issue 
took  more  than  a  year  from  concept  to 
CARDs,  and  it  is  easy  to  see  why.  One 
devilishly  difficult  hitch  was  figuring 
out  payment  schedules  for  the  new 
security.  Because  customers  pay  vary- 
ing amounts  of  card  debt  every 
month,  you  don't  know  how  much 
the  principal  will  be.  After  hours  of 
clever  computer  work,  Salomon  and 
Bank  One  figured  a  way  to  offer  a 
security  with  the  full  face  amount 
outstanding  for  18  months.  Then  re- 
payments are  applied  to  the  balance 
until  the  principal  becomes  so  low 


that  Bank  One  could  redeem  it.  Est 
mated  maturity:  45  months. 

Another  tough  problem  was  thi 
Salomon  wanted  the  security  to  can 
virtually  no  chance  of  default,  an 
Bank  One  wanted  the  loans  off  il 
books.  The  bank  couldn't  remove  th 
default  risk  by  simply  guaranteeing  t 
buy  back  credit  card  accounts  thi 
went  sour.  If  it  did  so,  regulatoi 
wouldn't  let  the  bank  take  the  loan 
off  its  books. 

The  answer  is  a  reserve  fund,  mad 
up  of  Bank  One's  profits  on  the  recen 
ables.  According  to  the  bank,  cred 
cards  yield  10%  to  12%  after  chargf 
offs  (for  bad  debts)  and  servicing  cost: 
The  CARDs  carry  an  interest  rate  ( 
only  8.35%.  Bank  One  agreed  to  leav 
the  difference  in  a  reserve  accour 
that  can  be  tapped  if  default  suddenl 
increases  sharply. 

"The  difference  between  8.35%  an 
what  we  earn  on  the  CARDs  is  th 
cushion,"  explains  William  Leite 
comptroller  of  Banc  One  Corp.,  Ban 
One's  holding  company.  (If  the  d< 
fault  rate  on  Bank  One's  credit  car 
portfolio  rose  above  10%,  CARE 
holders  could  be  in  trouble,  but,  Leitt 
asks,  "What  are  the  chances  of  a  mi 
lion  cardholders  changing  their  pa) 
ment  patterns  at  once?") 

With  the  $50  million  of  credit  car 
receivables  off  its  books,  and  a  cor 
tinuing  profit  on  them  virtually  a; 
sured,  Bank  One  stands  to  make  a 
infinite  return  on  assets  deployed- 
because  no  assets  are  deployed. 

What's  more,  by  shrinking  $50  mi 
lion  in  size,  the  bank  reduces  its  cap: 
tal  requirements  by  $3  million. 

Why  not  just  sell  the  receivables,  a 
Bank  One  has  already  sold  sizabl 
pieces  of  its  $850  million  credit  car 
portfolio?   Because  buyers  want 
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ler  rate  than  the  8.35%  that  Salo- 
l's  clients  settled  for.  Salomon 
offering  paper  yielding  about  1.25 
its  more  than  equivalent  Treasury 
irities  and  told  the  clients  they 
f  taking  virtually  no  credit  risk, 
ilomon  will  do  fine,  too,  if  CARDs 
h  on.  It  gets  about  0.4%  to  0.45% 


for  underwriting  CARDs — about 
$200,000  to  $225,000  in  this  case— 
and  the  prospect  of  nice  spreads  from 
trading  them  in  the  secondary  market 
if  the  concept  catches  on. 

The  CARDs  are  a  continuation  of 
the  securitizing  of  America.  First 
came  securities  backed  by  mortgages, 


which  are  backed  by  property.  Then 
came  securities  backed  by  automobile 
loans,  which  are  backed  by  cars  if  the 
lenders  can  repossess  them.  Now 
come  securities  backed  by  credit  card 
receivables,  which  are  backed  only  by 
the  borrower's  promise  to  pay.  What 
will  they  think  of  next?  ■ 


dividuals  have  been  heavy)  liquidators  of 
)ck  all  through  one  of  the  biggest  bull 
arkets  of  the  century.  Who  will  do  the 
'ying  to  keep  the  market  afloat? 


Selling  out 


By  Laura  R.  Walbert 


I 


SBillions 


ake  of  it  what  you  will,  but 
individual  investors  have 
been  selling  steadily  into 
wild  bull  market.  Last  year,  in 
individuals  took  $111  billion 
e  out  of  stocks  and  stock  funds 
i  they  put  in.  Says  Steven  Einhorn, 
lairman  of  investment  policy  for 
Iman,  Sachs,  "Individuals  were 
sive  liquidators  of 
mon  stocks  in  1985." 
le  selling  has  been  un- 
way  for  two  decades, 
it  has  accelerated 
ply  in  the  past  few 
s.  Figures  for  1986 
't  in,  but,  says  Ein- 
i,  the  selling  is  proba- 
:ontinuing  with  little 
ement. 

dividuals  are  not 
e  in  their  lack  of  en- 
iasm  for  the  stock 
ket  these  days.  Many 
lion  funds  are  already 
funded.  On  balance, 
orate  pension  funds 
tarting  to  take  money 

of  the  market  (see 
S  report,  p.  214). 
ho's    buying,  then? 
^orations  themselves. 
y  retire  equity  either 

debt-financed  take- 
s  or  in  share  repur- 
e     programs.  Such 


stock  retirements  exceeded  new  stock 
issues  by  $77  billion  last  year,  accord- 
ing to  Goldman,  Sachs.  Other  buyers 
include  state  and  local  pension  funds 
and  corporate  thrift  plans. 

Optimists  see  in  the  small  inves- 
tor's liquidation  of  equities  a  bullish 
future.  Says  Ralph  Acampora,  head  of 
technical  research  for  Kidder,  Pea- 
body,  "The  public  has  been  selling  so 
far.  But  can  you  imagine  when  that 


Whoops 


Individual  investors,  selling  as  usual,  missed  some  of 
the  big  rally  that  began  last  fall.  Last  year  they  unloaded 
$111  billion  more  stock  than  they  bought. 
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turns?  Here  we  are  at  1800.  My  God, 
that  would  put  us  on  the  moon." 

Einhorn's  reasoning:  Individuals 
now  have  21%  of  their  financial  as- 
sets in  stocks  vs.  43%  in  stocks  18 
years  ago.  If  they  moved  5%  of  those 
assets  back  to  stocks  over  15  years, 
that  would  add  $25  billion  a  year  to 
the  market.  That's  half  as  much  as 
institutions  now  buy  annually. 

Other  market  watchers  are  not  con- 
vinced the  turn  will  come.  Says  John 
Mendelson,  senior  vice  president  at 
Dean  Witter,  "The  logic  is  great,  but 
reality  is  stronger.  The  fact  is  individ- 
uals have  been  selling  and  they  con- 
tinue to  sell." 

The  bulls'  argument:  In  the  1970s 
inflation  and  high  interest  rates  made 
stocks  look  like  losers  next  to  hard 
assets  and  money  market  funds.  Now 
gold  is  dull  and  money  market  funds 
offer  an  unexciting  6.5%.  So  investors 
have  been  shopping  for  yield,  putting 
an  unprecedented  $71  billion  into 
bond  mutual  funds  last  year.  For  the 
first  time  in  a  long  time,  assets  of 
stock  and  bond  mutual  funds  exceed 
assets  of  money  market  funds. 

Yet  with  long-term  government 
bonds  yielding  scarcely  more  than  7% 
these  days,  it  may  not  be  long  before 
investors  take  the  next 
step  and  move  out  of 
bonds  and  into  stocks.  As 
Robert  Farrell,  chief  mar- 
ket analyst  at  Merrill 
Lynch,  says,  "That  money 
is  in  motion.  We're  wait- 
ing for  the  third  act  in  the 
drama.  The  first  act  was 
liquid  assets,  the  second 
was  bond  funds,  and  the 
final  act  of  the  play  is  the 
march  of  public  money 
into  equities." 

It  would  help  propel 
this  march  forward  if 
Americans  were  saving 
enough  to  buy  lots  of  cor- 
porate bonds  and  stocks. 
Alas,  the  national  savings 
rate,  at  4.1%  of  gross  na- 
tional product,  is  half 
what  it  was  in  the  bull 
market  of  20  years  ago. 
But  there  is  other  public 
money  out  there.  Acam- 
pora asks,  "Who  is  the 
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public?  Is  it  Mrs.  O'Brien  in  Peoria  or 
Mrs.  Okomoto  in  Tokyo?" 

Last  October  Acampora  was  giving 
his  standard  market  spiel  at  one  of  the 
large  brokerage  houses  in  Japan.  To 
his  surprise,  Acampora  learned  that 
his  audience  was  not  the  usual  insti- 
tutional money  managers,  but  rather 


50  retail  branch  managers.  "I  asked 
why  would  50  branch  managers,  who 
sell  stocks  to  the  Japanese  public, 
want  to  talk  to  me?"  says  Acampora. 
The  Japanese,  big  buyers  of  U.S. 
bonds,  account  for  only  0.5%  of  Big 
Board  trading.  But  that  volume  will 
grow  dramatically,  predicts  Acam- 


pora, and  the  Japanese  are  saying 
trading  will  be  70%  retail  and  31 
institutional. 

The  bull  market  has  survived  a 
of  selling  by  individual  U.S.  invcstc 
If  they  change  to  buying,  or  if  foreij 
ers  take  their  places,  the  effect  c 
onlv  be  bullish.  ■ 


A  brand  name,  says  a  current  theology  on 
Wall  Street,  is  priceless  and  eternal.  Then 
why  is  Magic  Marker  in  bankruptcy  court? 


Death  of  a 
brand  name 


By  Robert  McGough 


agic  Marker  Industries 
filed  for  Chapter  1 1  last 
month.  At  its  headquarters 
in  a  Trenton,  N.J.  slum,  the  paint  on 
its  pink  sign  is  peeling.  A  few  workers 
straggle  out  to  a  nearly  vacant 
parking  lot  at  4  o'clock.  Looks  are 
telling:  This  company  lost  nearly 
S2  million  on  $4.7  million  of  sales 
in  nine  months  last  year. 

Remember  Magic  Marker  from 
the  1950s?  This  brand  name  be- 
came a  household  word.  Even  to- 
day people  walk  into  a  stationery 
store  and  ask  for  a  Magic  Marker 
when  they  want  a  felt-tip  pen.  The 
sales  clerk  nods  and  hands  them  a 
Hi-liter,  an  Expresso  or  a  Pentel, 
from  Japan. 

Investors,  take  note.  It  has  be- 
come the  accepted  wisdom  on 
Wall  Street  that  consumer  brand 
names  are  gems.  Isn't  that  why 
Philip  Morris  paid  17  times  earn- 
ings last  year  for  General  Foods 
(Maxwell  House,  Postum,  jell-o)? 
Isn't  that  why  Procter  &  Gamble 
paid  23  times  earnings  for  Richard- 
son-Vicks  (Vap-O  Rub)?  Doesn't  mat- 
ter if  the  earnings  are  poor.  With  a 
new  owner,  that  intangible,  ineffable 
essence  of  name  recognition  will  be 
like  magic. 

It  could  have  been  the  stuff  of  leg- 
end. In  1953  Sidney  Rosenthal,  an  in- 
ventor in  Richmond  Hill,  N.Y.,  ap- 


plies for  a  patent  on  a  squat  bottle  of 
permanent  ink  applied  through  a  felt 
tip.  The  product  is  an  instant  success. 
His  company,  Speedry  Chemical 
Products,  aims  originally  at  the  art 
supplies  market  but  soon  discovers 
that  the  marker  is  handy  for  poster- 


making,  for  sign-lettering  and,  alas, 
for  graffiti. 

Speedry  went  public  in  1959,  trad- 
ing as  high  as  48  times  earnings  with- 
in a  few  years.  But  competitors  were 
already  showmg  up.  In  1958  Carter's 
Inc.,  now  a  division  of  Dennison  Man- 
ufacturing, started  selling  a  more 


slender  marker,  with  an  alumini 
tube.  Speedry  sued  Carter's  for  pate 
infringement  and  lost. 

Competitors  introduced  water  so 
ble  inks  suitable  for  normal-wei£ 
paper.  Papermate,  now  a  division 
Gillette,  and  Pentel  adapted  Maj 
Marker's  capillary  flow  technology 
pens  suitable  for  writing.  The  n< 
products  stimulated  demand. 

But  Speedry  stagnated  and  beg 
losing  money.  Rosenthal  sold  1 
shares,  as  other  investors,  lured  by  t 
magical  brand  name,  bought  contr 
Speedry  even  changed  its  name 
Magic  Marker  Corp.  in  1966.  But  t 
company  became  a  steady  producer 
red  ink. 

In  1970  Diversified  Marketi 
Group  bought  control,  and  Ira  Ingi 
man  became  president.  Ingerman — 
financial  type, "  according  to  a  forrr 
associate — jacked  up  Magic  Marke 
debt  and  expanded  into  all  sorts 
writing  instruments.  Rather  than  u 
the  magic  name  to  gamer  a  high  m, 
gin  at  the  high  end  of  the  mark 
Ingerman  focused  for  the  most  part 
the  mass  market.  There  he  fell  f 
on  distribution  and  marketing,  s 
wholesalers  and  competitors. 

Without  earnings  to  prop  up  t 
stock,  Ingerman  tried  oil 
means — at  least  according  to  fedi 
al  prosecutors.  In  the  late  1970s 
was  indicted  for  stock  manipu 
tion.  He  pleaded  guilty  to  a  les: 
charge.  Magic  Marker  Corp.  HI 
for  bankruptcy  in  1980. 

The  company  didn't  have  mu 
money,  but  it  had  that  name.  Bei 
USA,  a  division  of  privately  he 
Berol  Corp.,  took  over  a  small  li 
of  Magic  Marker  pens  for  profi 
sional  artists.  The  name  backfire 
'"The  quality  and  image  had  c 
clined,"  explains  Peter  Delm,  m; 
keting  director  for  Berol  US 
When  Berol  later  came  up  with  : 
own  pen  design  aimed  at  the  sar 
art  market,  it  dropped  the  Maj 
Marker  line  entirely. 

"[Magic  Marker]  had  a  wonder! 
opportunity,"  says  Bob  Bergdoll, 
executive  vice  president  of  private 
held  Sanford  Corp.,  one  of  the  leade 
in  the  business  Magic  Marker  uivei 
ed.  But  some  mistakes,  Bergdoll  fee 
are  almost  irreversible.  "Any  of  t 
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:r  manufacturers  could  have  pur- 
led their  name,"  he  says.  "None  of 
obviously  thought  that  it  was 
th  anything." 

company  run  by  a  former  Magic 
ker  employee  bought  the  assets 
changed  its  own  name  to  Magic 
ker  Industries.  Again,  it  tried  to 
on  low  margins,  high  volumes; 
ity  suffered,  and  investor  Mory 
ielnick  took  control  as  he  bank- 


rolled the  losses. 

Kraselnick  is  more  a  financial  than 
a  manufacturing  type.  A  dual  Israeli- 
Panamanian  citizen,  he  owns  a  Pana- 
manian concern,  the  Em  Kay  group  of 
companies,  which  has  aviation,  im- 
port/export and  bank  holdings.  De- 
spite $10  million  pumped  into  it  by 
Kraselnick,  Magic  Marker  Industries' 
liabilities  exceeded  its  puny  $5  mil- 
lion in  assets  by  $3  million,  and  it 


went  into  bankruptcy. 

Kraselnick  plans  to  revive  the  com- 
pany through  a  joint  venture  in  Chi- 
na. This  will  give  him,  he  says,  the 
"right  price."  Why  did  he  buy?  "The 
name  had  tremendous  value,"  he 
says.  "I  believe  in  the  name." 

On  closer  inspection,  it  seems  that 
names  aren't  necessarily  worth  any- 
thing. Reputations  are  worth  a  great 
deal,  but  they  are  easily  lost.  ■ 


By  Marc  Beauchamp 

F|  or  many  years  Tacoma, 
Wash.'s  Puyallup  (pew-AL-up) 
Indians  have  gotten  by  on  fish- 
ing, selling  tax-discounted  cigarettes 
and  liquor,  and  running  bingo  parlors. 
A  few,  like  bingo  queen  Bertha  Tur- 
nipseed,  who  tools  around  this  port 
city  of  161,000  in  a  Rolls-Royce,  have 
done  very  well.  But  most  have  not. 
Annual  per  capita  income  for  the 
1,200-member  Puyallup  tribe  is 
$3,308,  less  than  half  the  Pierce 
County  average.  Tribal  unemploy- 
ment estimates  range  from  15%  to 
more  than  60%,  depending  on  who  is 
counting.  Accidents,  alcoholism  and 
infant  mortality  take  their  toll. 

You  might  think  such  a  communi- 
ty would  jump  at  a  package  worth 
over  $100,000  per  tribal  member  in 
what  would  have  been  the  largest  set- 
tlement of  an  Indian  land  claim  out- 
side Alaska.  (Three  Indian  tribes  in 
Maine  received  $81  million  to  settle 
their  land  claims.)  But  when  federal 
officials  and  Tacoma  officials  and 
businessmen  offered  the  Puyallups  a 
package  valued  at  $140  million  earlier 
this  year,  the  tribe  rejected  it,  236  to 
158.  "We're  talking  skillions  of  dol- 
lars in  valuable  real  estate,  and  they're 
offering  us  bus  tokens,"  asserts  Ra- 
mona  Bennett,  a  former  tribe  chair- 
woman who  insists  the  Indians  can 
get  $370  million  in  cash. 

At  stake  is  land  that,  says  Tacoma 
Mayor  Doug  Sutherland,  constitutes 
"the  economic  guts  of  Tacoma  and 
Pierce  County."  (Sutherland's  own 
house  sits  on  land  claimed  by  the 
Puyallups.)  In  1980  and  again  in  1984, 
the  tribe  went  to  court  and  pressed 
land  claims  stemming  from  the  1854 
Treaty  of  Medicine  Creek  and  subse- 
quent executive  orders,  which  set  up 
reservations  in  and  around  what  is  now 
downtown  Tacoma.  In  1983  a  federal 
appeals  court  affirmed  the  tribe's 
title  to  12 'A  acres  of  former  Puyallup 
riverbed  land  in  the  tidewater  flats  of 
the  Port  of  Tacoma.  But  the  Indians 
are  still  in  court.  If  all  their  claims  are 
upheld,  the  tribe  could  get  much  of 
downtown  Tacoma  and  the  residen- 


small  Pacific  Northwest  Indian  tribe  has 
nnied  development  of  one  of  the  coun- 
ts fastest-growing  ports.  Is  it  now  time  to 
toke  a  peace  pipe? 

The  battle  of 
Puyallup  River 


Nubar  Alexanian 

oma  Mayor  Doug  Sutherland 

ian  land  claims  cloud  title  of  his  house,  too. 
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tial  areas  surrounding  Commence- 
ment Bay,  plus  the  2,400-acre  port, 
plus  reclaimed  tidelands  nearby. 

The  claims  have  brought  Tacoma's 
development,  particularly  in  the  port, 
to  a  virtual  standstill.  Title  compa- 
nies are  refusing  to  insure  property 
against  future  Indian  claims,  making 
land  transactions  nearly  impossible. 
Sutherland  says  the  dispute  makes  it 
harder  for  Tacoma  to  float  improve- 
ment bonds  secured  by  real  estate. 
"Moody's  and  S&P's,"  he  says,  "are 
very  aware  of  what's  happening." 

At  greatest  risk  are  the  Port  of  Taco- 
ma, the  country's  seventh  largest  in 
terms  of  container  traffic,  and  the  ad- 
jacent industrial  area.  With  800  of  its 
2,400  acres  still  undeveloped,  Tacoma 
is  one  of  the  few  West  Coast  ports 
with  room  to  expand.  But  rival  West 
Coast  port  authorities  in  Oakland  and 
Los  Angeles/Long  Beach  have  begun 
using  the  Indian  land  dispute  in  their 
bid  to  win  new  business  away  from 
Tacoma.  Last  year,  in  a  major  coup, 
Tacoma  lured  Sea-Land  Corp.  away 
from  Seattle.  The  Port  Authority  paid 
the  Puyallups  S 1 .4  million  for  a  prom- 
ise to  respect  Sea-Land's  30-year  lease 
should  the  Indians  win  title  to  the 
port.  "I  certainly  wouldn't  make  a 
major  investment  in  land  down  there 
[in  the  port  area]  with  the  cloud  over 
the  title,"  says  Don  Vandenheuvel, 
executive  vice  president  of  Puget 
Sound  National  Bank. 

Hence  the  $140  million  settlement 


proposed  to  the  tribe  late  in  January. 
Included  in  the  package  are  $95  mil- 
lion for  the  tribe  in  land,  cash,  fisher- 
ies programs,  business  loan  guaran- 
tees, education,  job  programs  and  oth- 
er benefits.  The  rest  is  accounted  for 
by  a  $46  million  bridge  and  waterway 
project  that  would  benefit  both  Indi- 
ans and  non-Indians.  In  exchange,  the 
Puyallups  would  agree  to  give  up 
most  outstanding  land  claims  and 
claims  to  all  but  a  few  jurisdictional 
rights  in  the  18,000-acre  Puyallup  In- 
dian Reservation,  now  almost  com- 
pletely owned  by  non-Indians.  About 
half  the  money  for  the  settlement 
would  have  come  from  the  federal 
government,  the  rest  from  the  port, 
local  governments  and  business. 

"It  was  the  most  beneficial  package 
we'll  ever  be  able  to  put  together," 
says  Mayor  Sutherland.  Frank  Wright 
Jr.,  the  33-year-old  commercial  fisher- 
man who  is  chairman  of  the  tribe, 
agrees:  "I'm  certain  we  squeezed  ev- 
erything we  could  out  of  them."  As 
part  of  the  settlement,  the  tribe  would 
have  received  232  acres  from  the  port, 
worth  some  $30  million.  After  im- 
provements contained  in  the  package, 
says  Chairman  Wright,  "we  could 
even  lease  that  land  and  get  $15  mil- 
lion a  year  from  it."  That  lease  pay- 
ment alone  would  come  to  over 
$12,000  per  Puyallup,  nearly  four 
times  the  average  per  capita  income. 

Why  did  the  tribe  reject  the  settle- 
ment? In  part  because  its  members 


were  given  only  a  few  days  to  dig 
the  complex  agreement,  which  ran 
more  than  100  pages.  Why  the  ru 
To  get  the  deal  before  Congress  t 
session.  But  tribal  politics  also  pla^ 
a  part.  Former  tribe  chairman  Bob 
tiacum,  who  was  convicted  in  IS 
on  racketeering  and  embezzlemi 
charges  and  is  fighting  extraditi 
from  a  British  Columbia  jail,  sent  1 
ters  from  his  cell  urging  the  tribe 
reject  the  settlement.  And  Benn 
had  swayed  votes  with  her  demand 
$370  million,  cash. 

Apparently,  however,  a  grow 
number  of  Puyallups  are  coming 
see  the  original  package  as  a  source 
badly  needed  capital  with  which 
build  a  better  future  than  is  now  av; 
able  along  Pacific  Avenue,  Tacom 
skid  row,  where  many  Puyallups  c 
be  found.  Half  the  tribe  is  under 
Nearly  two-thirds  of  adult  Puyalh 
never  finished  high  school,  and  i 
suicide  and  alcoholism  rates  are  f( 
and  eight  times,  respectively,  the  i 
tional  norm.  A  petition  was  recen 
circulated  to  reconsider  the  propoi 
settlement.  A  new  vote  on  a  sligh 
reconstructed  package  (perhaps  wit 
little  more  cash  up  front)  could  coi 
as  early  as  June. 

"We're  all  aware  that  litigating 
this  would  take  10  to  20  years,"  Si 
tribal  chairman  Wright.  "And  wh 
you  go  to  court,  there's  no  consolati 
prize  if  you  lose."  Time,  in  otl 
words,  to  smoke  the  peace  pipe.  ■ 
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A  smooth  flight  isn't  totally  dependent 
on  the  pilot. 


Meticulous.  A  reputation  earned  on  6  continents,  in  73  countries,  and  131  cities  around  the  world. 


0  Lufthansa 

German  Airlines 


See  your  Travel  Agent. 


The  ITT  XTRA  XP  desktop  personal  computer. 


POSSESSIONS 
R  A  MOMENT  OF  TIME: 


Elizabeth  I 


You  can't 
buy  time. 

Long  before 
the  16th-century 
reign  of  Queen 
Elizabeth  I,  man 
began  his  quest 
for  a  way  to  hoard 
that  most  precious  of  commodities.  Time. 

But  man  has  found  he  simply  can't  create  more 
time  for  more  work  or  for  more  play.  He  can  only 
make  better  use  of  the  few  hours  he  already  has. 

Hence,  the  devel- 
opment of  today's 
business  computers. 

The  ITT  XTRA™ 
XE  Our  crown- 
ing achievement. 

By  matching  mem- 
ory to  the  muscle 
of  the  Intel  80286  microprocessor,  we're  able  to 
achieve  "no  wait  states!' 

Processing  flows  uninterrupted,  never  waiting 
for  slower  memory  to  catch  up. 

Making  the  ITT  XTRA  XP  thirty  percent 
faster  than  the  IBM  AT.  And  fully  XT- compatible. 

Good  news  for  the  business  with  precious  few 
moments  to  waste. 

Gain  the  benefits  of  60  years.  Today. 

ITT  has  been  a  telecommunications  leader  for 
over  60  years. 

And,  being 
a  corporation 
made  of  many 
businesses,  we're 
in  a  unique 
position  to  better 
understand  you 
and  your  business. 

Helping  you  make  optimum  use  of  your  time. 
Today,  as  well  as  tomorrow. 

A  moment's  investment  today  can 
pay  off  royally  tomorrow. 

Call  (800)  321-7661.  Or  in  California,  (800) 
368-7300. 

And  call  quickly.  Every 
moment  wasted  is  a  poten- 
tially profitable  moment 
you'll  never  possess  again.      PERSONAL  COMPUTERS 
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Since  1980  General  Motors  has  lost  nearly 
$2  billion  in  Europe.  That's  a  lot  of  money 
for  a  few  points  in  market  share. 


Trench  warfare 


By  Marcia  Berss 


Heads  are  rolling  in  Europe's 
auto  industry — as  they  always 
do  in  times  of  turmoil.  It's  not 
that  business  is  bad,  but  there  is  too 
much  capacity,  and  no  single  maker 
has  anything  like  a  dominant  posi- 
tion. Result:  shrinking  profit  margins. 

Robert  Lutz,  chief  at  Ford  of  Europe, 
was  recently  shipped  back  to  Dear- 
bom  to  run  Ford's  North  American 
truck  business  in  an  apparent  demo- 
tion. Eberhard  von  Koerber,  vice  pres- 
ident of  sales  and  marketing  for  Ger- 
many's BMW,  just  departed,  a  victim 
of  BMW's  poor  showing  in  its  home 
market.  In  Sweden,  Volvo  chief  Pehr 
Gyllenhammar  is  under  fire  for  his 
diversification  into  biotechnology. 

But  none  of  these  situations  com- 
pares in  magnitude  to  what  has  hap- 


pened to  General  Motors.  Since  1980 
the  company  has  lost  nearly  $2  billion 
in  Europe;  its  sole  profit  during  these 
years  was  a  paltry  $6  million  earned 
on  $7.4  billion  sales  in  1982.  Last 
year,  when  most  of  Europe's  major 
automakers  churned  out  earnings 
gains,  General  Motors'  losses  were  up 
28%,  to  $372  million,  on  $8  billion  in 
sales.  That's  8%  of  GM's  total  reve- 
nues wiping  out  9%  of  its  earnings. 

"GM  misread  the  market.  They 
turn  out  the  volume,  but  it's  in  the 
wrong  class,"  says  one  European  auto 
analyst.  GM  took  its  biggest  plunge  in 
1979,  committing  $6  billion  to  Eu- 
rope over  five  years.  The  centerpiece 
was  a  $2  billion  investment  in  Spain 
to  build  the  Corsa/Nova,  a  $5,150, 
four-passenger  runabout  that  in- 
creased GM's  European  output  25%. 

GM  badly  wanted  the  extra  vol- 


Stalled  at 
the  roadside 

Back  in  the  late  1970s 
GM  had  low  market 
share  in  Europe  but  sol- 
id profits.  Its  plunge 
into  small  cars  has 
bought  it  greater  mar- 
ket share  but  at  the 
price  of  heavy  losses. 


ume.  With  sales  approaching  1 1  mil 
lion  cars  a  year,  Europe's  market  i 
about  the  same  size  as  the  U.S.'  Man 
predict  Europe  will  be  the  fastest 
growing  market  into  the  1990s. 

The  Corsa  (as  it's  called  on  the  Con 
tinent)  and  Nova  (its  British  name 
seemed  like  a  good  idea  at  the  time 
Until  then  GM  had  about  9%  of  thi 
European  market,  making  it  an  also 
ran  among  the  volume  producers  whi 
had  12%  to  15%  of  the  market.  De 
troit  figured — reasonably  enough  ii 
the  context  of  when  the  decision  wa 
made — that  to  play  in  Europe's  bi; 
leagues  it  had  to  be  in  small  cars,  thei 
the  region's  most  important  segment 
particularly  for  growth  markets  lik 
Spain.  After  all,  with  oil  over  $30 
barrel,  rival  Ford  was  earning  $1  bil 
lion-plus  in  Europe,  boosted  by  it 
Spanish-built  small  car,  the  Fiesta 
"GM  looked  at  Ford  and  said,  'If  the; 
can  do  it,  so  can  we,'  "  says  Josephtha 
&  Co.  auto  analyst  Maryann  Keller. 

But  then,  comforted  by  dropping  oi 
prices,  Europeans  like  Americans  be 
gan  to  shift  from  small-profit  com 
pacts  to  midsize  cars  with  high-mai 
gin  accessories.  So,  while  GM  buil 
market  share  at  the  low  end  of  th 
market,  the  profit  growth  was  shiftin, 
elsewhere.  In  Britain,  for  instance 
where  GM  put  a  big  dent  in  Ford' 
28%  market  share,  car  buyers  no\ 
favor  frills  over  economy,  and  "GM' 
progress  is  leveling  off,"  says  auto  an 
alyst  Ian  Robertson  of  the  Economis 
Intelligence  Unit. 

In  any  normal  market,  GM's  strate 
gy  of  chasing  bigger  market  shar< 
would  let  efficient  producers  spreai 
fixed  costs  over  higher  volume,  lower 
ing  total  cost  and  eliminat 
ing  inefficient  producers.  Bu 
Europe  is  no  normal  market 
It  has  "national"  producer 
that  the  countries  support  di 
rectly  (like  France's  Renault 
which  is  government  owned 
or  indirectly  (like  Italy's  Fiat 
protected  by  trade  barriers] 
With  heavy  unemploymen 
in  Europe,  politicians  balk  a 
plant  closings.  Add  to  tha 


411 


FORBES,  MAY  19,  1986 


he  dawn  of  a  national  treasure. 

As  the  sun  comes  up  on  the  Statue  of  Liberty's  hundredth 
iday,  America  honors  this  great  lady  by  minting  United  States 
rty  Coins. 

Authorized  by  an  Act  of  Congress,  these  valuable  keepsakes 
ure  the  spirit,  the  tradition  of  the  Statue  and  Ellis  Island  as  only 
fficial  memento  can. 

To  hold  one  is  to  feel  the  full  weight  of  its  beauty.  Own  one 
treasure  liberty  forever.  Give  one  and  give  the  lasting  gift  of 
ty.  Know,  too,  part  of  the  purchase  price  helps  rebuild  her. 

Singly  or  in  sets.  Silver  dollar  $24.00.  Half  dollar  $7.50.  At 
<s,  savings  and  loans,  K  Mart,  Montgomery  Ward,  Sears 
Service  Merchandise  stores. 

Keep  Liberty  in  mint  condition. .  .forever.  UNITED  STATES  LIBERTY  COINS 


World's  most 
comfortable  slacks— 
anywhere! 

Life  puts  you  over  the  hurdles 
every  day.  Grab  a  little  comfort 
with  the  world's  most  comfortable 
slacks.  Only  Sansabelt  slacks  have 
the  famous  patented  waistband. 
You  get  solid  comfort  in  your 
choice  of  fabrics  and  colors. 

SANSABELT* 

®  OAXMAR  RSJBY.  INC. 

I  Michigan  City.  Indiana       ©  1986 


The  Opel  Corsa,  GM's  $2  billion  baby 

"Detroit  has  infinite  patience  with  us,  thank  God. 


the  world's  small-car  experts,  the  Jap- 
anese, who  began  their  own  European 
push  in  1979,  the  year  GM  committed 
to  the  Corsa/Nova.  At  the  moment, 
therefore,  the  European  auto  war 
looks  as  stalemated  as  trench  warfare 
during  World  War  I.  Each  of  the  big  six 
(GM,  Ford,  Fiat,  VW,  Peugeot  and  Re- 
nault) has  11%  to  13%  of  the  market, 
and  there  is  20%  overcapacity  in  Eu- 
rope, mostly  in  small  cars,  where  GM 
has  put  its  efforts.  Says  Ford's  Bob 
Lutz:  "We're  all  killing  each  other's 
soldiers,  but  we're  not  gaining  any 
ground." 

GM's  problem  is  not  only  the  size 
of  the  cars  it  builds  but  also  where  it 
builds  them.  Ford  assembles  about 
twice  as  many  cars  as  GM  in  Britain. 
In  Britain  labor  costs  are  half  what 
they  are  in  Germany  (GM's  main  pro- 
duction site),  and  the  average  work 
year  is  13%  longer. 

For  all  its  small-car  headaches, 
GM's  most  immediate  problem  in  Eu- 
rope is  trucks,  where  it's  recently 
been  losing  $70  million  to  $80  million 
annually.  And  with  trucks,  unlike 
with  cars,  GM  started  with  a  market- 
ing advantage  because  its  British- 
made  truck,  the  Bedford,  is  well 
known  in  Europe.  Bedford  built  Brit- 
ish troop  carriers  during  World  War  II, 
and  most  of  Britain's  truckers  learned 
how  to  drive  on  a  Bedford. 

But  in  the  1960s  Ford  introduced  a 
more  efficient  diesel  engine  to  Europe 
and  stole  a  big  piece  of  GM's  truck 
business.  Now,  says  one  European 
truck  man:  "Time  has  stood  still  for 
Bedford.  GM  hasn't  invested  in  it  for 
20  years."  GM  pulled  out  of  continen- 
tal Europe  in  1980  and  it's  currently 
last  among  truckmakers  in  the  over- 
3. 5-ton  market,  with  about  a  3%  share, 
's.  25%  for  leader  Daimler-Benz.  GM 
anticipates  no  profits  in  European 


trucks  in  the  foreseeable  future. 

GM  has  tried  three  times  in  rece: 
years  to  combine  with  another  true 
maker — Germany's  MAN,  Spair 
Enasa,  British  Leyland.  Each  time 
different  GM  team  tried  to  get  a  de; 
and  each  time  they  struck  out. 

Some  of  the  blame  for  GM's  mi 
takes  in  Europe  may  lie  in  the  corpc 
ation's  1978  reorganization,  when 
abolished  New  York  City-based  Ge 
eral  Motors  Overseas  Operatior 
which  oversaw  non-North  Americ; 
business.  In  the  late  1970s  GM  avt 
aged  earnings  of  $330  million  inste; 
of  now  losing  that  same  amount.  B 
in  1978  the  company  installed  a  ma 
agement  structure  based  on  produ 
lines  rather  than  market  locatio 
Shortly  thereafter,  it  went  into  sm; 
cars  and  the  losses  began  in  Europe 

Earlier  this  year  GM  announced 
reorganization  in  Europe,  putting  a 
thority  in  a  new  Zurich-based  opei 
tion  responsible  for  passenger  cai 
"That's  why  we're  going  to  Zurich 
says  John  Fleming,  GM's  vice  pre; 
dent  for  European  sales  and  markc 
ing.  "To  get  a  group  of  people  aw; 
from  day-to-day  operations  and  do 
better  job  of  strategic  thinking." 

In  this  seemingly  stalemated  battl 
the  generals  take  hope  from  sm< 
gains.  GM  points  out  that  capit 
spending  costs  are  now  past  their  pe; 
in  its  European  operations,  and  its  c 
business  there  posted  its  first  net  pre 
it  since  1980  in  the  first  quarter  th 
year.  And  this  fall  the  company  w: 
bring  out  a  new  model  of  the  $10,T 
(base  sticker)  Rekord,  a  full-size  ai 
highly  profitable  sedan. 

But  as  in  World  War  I,  even  snu 
gains  cost  dearly  in  the  European  au 
trenches.  "Detroit  has  infinite  p 
tience  with  us,  thank  God,"  says  Jot 
Fleming.  ■ 
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Creativity  is  a  powerful  asset 


Total  Assets,  $6.7  Billion.  Revenues,  $2.1  Billion.  Shareholders'  Equity,  $1.8  Billion. 


General 


America's  Largest  Reinsurance  Group 


General  Re  Corporation,  Financial  Centre,  Stamford,  CT 


All  we've  everasked 
ofBusinessland 
is  that  they  be  in 
197placesatonce. 

Norman  Coulson,  President  and  CEO  of 
Glendale  Federal  Savings  and  Loan. 

It  wasr't  all  that  long  ago  that  Mr.  Coulson 
asked  us  to  install  a  few  computers  in  Glendale 
Federal's  main  office. 

And  then  a  few  more  in  their  Torrance  office. 

And  then  a  few  more  in  their  Ft.  Lauderdale 
office. 

Before  we  knew  it,  the  nation's  fifth  largest 
savings  and  loan  was  enlisting  Businessland's 
services  throughout  their  branch  network. 

We  must  be  doing  something  right. 

And  they  must  be  doing  something  right: 
this  fiscal  year  was  the  most  profitable  in 
Glendale  Federal's  history. 

Partly  due  to  their  ability  to  aggressively 
manage  assets  and  liabilities. 

Which  is  partly  due  to  our  ability  to  provide 
them  with  sophisticated  networking  solutions. 

Hardware  and  software  evaluation. 

On-site  service,  installation  support, 
and  more. 

And  because  we're  company-owned  and 
nationwide,  we've  been  able  to  consistently 
coordinate  the  needs  of  Glendale  Federal's 
offices  all  across  the  country. 

We  can  do  the  same  for  your  company. 
Call  (800)  228-7463  for  the  Businessland 
nearest  you.  And  if  you  only  have  a  couple 
offices,  that's  okay. 

We  can  be  in  two  places  at  once. 

BUSIKSSuuO 

Where  business  people  are  going 
to  buy  computers. 


Think  of  Sigma-Aldrich  Co)p.  as  the  scien- 
tists L.L.  Bean.  The  work  isnt  glamorous, 
but  it  sure  is  profitable. 


Mail-order 
enzymes 


Scon  Dine  Picture  Group 


By  Rath  Simon 

T|ake  care  of  business  and  the 
stock  price  will  take  care  of  it- 
self, they  say.  That's  certainly 
true  for  St.  Louis-based  Sigma-Aldrich 
Corp.  With  $215  million  in  sales  last 
year,  this  mail-order  company  is  the 
leading  supplier  of  chemicals  for  sci- 
entific research,  and  it  recently  traded 
at  an  alltime  high  of  39. 

Sigma  is  the  scientist's  L.L.  Bean, 
blanketing  hospitals,  universities  and 
other  research  facilities  with  1.5  mil- 
lion catalogs  each  year.  But  the  1,500- 
page  Sigma  catalog  of  biochemicals 
and  the  somewhat  larger  Aldnch  cata- 
log of  organic  chemicals  are  not  just 
promotional  tools.  Complete  with 
data  about  thousands  of  common  and 
obscure  substances,  the  catalogs  have 
become  standard  scientific  resources. 
And  by  keeping  its  finger  on  the  pulse 
of  the  research  community,  Sigma 
has  produced  a  record  of  solid  growth, 
with  profits  climbing  at  an  annual 
rate  of  1 7%  over  the  past  decade. 

Sigma  competes  with  giants  like 
Eastman  Kodak,  but  it  is  a  company 
built  on  small  pieces.  Its  inventory 
includes  35,000  chemicals,  such  as 
amino  acids,  enzymes  and  substrates, 
and  200  diagnostic  kits,  including  a 
simple  test  for  heart  attacks.  Most 
orders  total  less  than  SI 50  and  no 
product  accounts  for  2%  of  sales.  The 
sole  nonchemical  unit  is  B-Line,  a 
manufacturer  of  construction  struts 
and  cables  that  added  23%  to  reve- 
nues last  year. 

If  orders  are  small,  Sigma's  profits 
are  not.  The  company  earned  S29  mil- 
lion, or  $1.13  per  share,  on  sales  of 
$215  million  last  year.  The  reason? 
Sigma  keeps  customers  coming  back. 
"We  give  a  little  better  service  than 
the  next  guy,"  explains  Tom  Cori,  49, 
who  joined  Sigma  fresh  from  graduate 


Sigma-Aldrich  President  Tom  Cori 
Big  inventory  =  one-stop  shopping. 


school  in  1970  and  became  president 
in  1979.  Sigma's  catalogs  also  keep 
profits  up  by  allowing  it  largely  to  do 
without  a  sales  force. 

There's  another  reason,  too,  for  its 
solid  bottom  line.  "The  firm  is  run  by 
people  with  chemical  backgrounds," 
says  analyst  Neil  Pinsky  of  Milwau- 
kee's Robert  W.  Baird  &  Co.  "They 
understand  what  the  research  chem- 
ist needs  and  how  best  to  service 
him."  Cori,  for  example,  is  a  chemist, 
whose  parents,  Carl  and  Gerty,  shared 
a  Nobel  Prize  in  1947  for  discovering 
how  the  body  uses  glucose. 

"The  [Aldrichj  catalog  serves  as  a 
primary  reference  point  about  the 
compound  and  its  safety,"  explains  R. 
Arden  Slotter,  assistant  chairman  of 
the  Northwestern  University  chemis- 
try department,  which  gets  about  40 
copies  of  the  thick  volume.  Then 
there's  Sigma's  $87  million  inven- 
tory. That  encourages  one-stop  shop- 
ping, since  Sigma  is  likely  to  have 


even  rarely  ordered  chemicals  I 
hand.  It  ships  97%  of  all  orders  witlj 
24  hours  and  encourages  clients  w 
orders  or  questions  to  call  collect. 

The  company  also  adds  about  3,C 
new  products  while  dropping  a  hai 
ful  each  year,  much  of  this  in  respor 
to  customer  suggestions.  Some  ; 
funneled  through  Sigma  Chairm 
Alfred  Bader,  62,  a  Ph.D.  chemist  w 
visits  the  National  Institutes 
Health  and  other  laboratories  to  cr 
with  scientists  about  their  needs. 

Sigma  traces  its  history  to  197 
when  Bader  merged  his  Milwauke 
based  Aldrich  with  St.  Louis-bas 
Sigma.  The  merger  matched  Sigm; 
expertise  in  biochemicals  with  / 
dnch's  skill  in  organics.  "They  we 
as  complementary  a  pair  as  you  cou 
run  into,"  recalls  Robert  W.  Bai 
Vice  President  William  Schield.  "Tl 
two  had  very  similar  philosophies 
he  adds.  "They  do  not  spend  one  nic 
el  that  does  not  need  to  be  spent." 

Until  recently,  Sigma's  foundii 
families  controlled  50%  of  its  share 
But  Bader,  who  with  his  family  ow 
11%  of  the  company  worth  SI 00  m 
lion,  is  the  only  one  of  the  company 
four  founders  still  active  in  the  bu: 
ness.  Last  September  members  of  tl 
other  families  sold  2,225,000,  or  60 
of  their  shares,  to  diversify  their  hoi 
ings.  Sigma  bought  back  500,01 
shares  over  the  objections  of  the  tigr 
fisted  Bader,  who  did  not  participa 
in  the  sale.  The  public  snapped  up  t] 
remaining  shares  at  60V4.  Tv 
months  later  the  company  declared 
3-for-l  stock  split. 

The  two  moves  have  increased  Si 
ma's  float,  but  not  its  desire  for  pu 
licity.  Con  and  Bader  generally  do  n 
speak  to  the  press  or  promote  tl 
stock  to  analysts.  But  with  the  stoi 
trading  at  about  28  times  expect 
earnings  of  $1.35  a  share,  Cori's  ch; 
lenge  is  not  to  win  hearts.  Rather,  it 
to  keep  Sigma  growing,  especially 
the  face  of  declining  government  su 
port  for  scientific  research. 

Some  growth  should  come  from  fc 
eign  sales,  which  now  account  f 
35%  of  revenues  but  have  been  hu 
by 'a  strong  dollar.  Another  sour 
may  be  the  acquisition  of  small  cher 
ical  companies  to  expand  Sigm; 
product  line.  The  company  boug 
Pathfinder  Laboratories,  a  St.  Lou 
manufacturer  of  radioactive  chen 
cals,  for  SI. 5  million  in  stock  in  198 

"I  can't  guarantee  that  our  grow 
will  continue,  but  we'll  do  the  best  \ 
can,"  says  Cori.  But  this  is  a  compai 
that  plans  ahead.  While  growth  m; 
drop  below  historic  1 7%  a  year,  wi 
Sigma's  record  and  reputation  To 
Cori's  best  should  be  good  indeed.  I 


id 
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Only  the  very  dedicated 
can  make  history. 


The  Royal  Oak  -  Day,  Date  and  Moon  face  in  18  k.  gold,  or  18  k.  gold  and  steel  or  all  steel for  men  &  women. 


In  1909,  Ettore  Bugatti  built  the  first  four-wheeled 
thoroughbred  in  history.  Determined  to  create  an 
automobile  of  unsurpassed  beauty,  he  was  pre- 
pared to  risk  everything  in  the  pursuit  of  this  one 
ideal.  And  that  is  why  each  of  his  cars  is  a  work  of 
art  that  cannot  be  copied. 

In  1970,  Audemars  Piguet  entrusted  its  master- 
watchmakers  with  a  new  and  challenging  mission. 
They  were  to  create  the  first  luxury  sports  watch. 

For  months,  designers  and  technicians  combined 
craftsmanship  with  technology  to  produce  a 
masterpiece  that  went  beyond  anything  that  had 
been  seen  before  or  since. 

A  landmark  in  watchmaking  history.  They 
revealed  bolts  and  burnished  metal  to  a  satiny 
sheen,  until  the  unprecedented  and  distinctive 
symmetry  they  were  striving  for  became  reality. 

The  Royal  Oak.  An  exclusive  concept  for  an 
exceptional  lifestyle.  Born  of  the  whole-hearted 
pursuit  of  an  ideal.  Where  cost  plays  no  part. 
Where  each  unique  piece  bears  a  number  to  tell  its 


tale  to  future  generations.  Where  copies  can  never 
equal  the  original. 

Today,  the  proud  owner  of  a  Royal  Oak  can  easily 
identify  with  the  spirit  of  the  craftsman  who  risked 
all  to  create  an  ideal.  A  dream  of  perfection  that 
became  part  of  history. 


Audemars  Piguet 

Known  only  by  those  who  know. 


fine  jewelry 


245  POST  STREET  •  SAN  FRANCISCO,  CA  94108  •  (415)  392-1200 


The  personal  computer  that 

continues  to  raise 
high  performance  to  new  heights. 


If  you  work  with  high  volumes  of 
information,  you  need  answers  fast. 

Which  is  why  IBM  created  the  Personal 
Computer  AT.®  The  PC  designed  to  push 
high  performance  even  higher. 

The  power  of 
Advanced  Technology. 

Turn  on  the  power,  and  you'll  notice  the 
advances  right  away. 

To  begin  with,  the  Personal  Computer  AT 
can  compute  with  astonishing  speed.  That's 
something  you'll  appreciate  every  time  you 
recalculate  a  spreadsheet.  Or  search 
through  a  data  base. 

It  can  store  mountains  of  information — 
up  to  15,000  pages'  worth — with  a  30- 
megabyte  "hard  file"  (fixed  disk).  And 
when  business  gets  bigger,  you  can  double 
your  capacity  to  60MB  with  a  second  hard 
file. 

Advanced  Technology 
advances  again. 

Fast  as  it  is,  new  models  of  the  Personal 
Computer  AT  run  up  to  33%  faster. 

Plus,  you  can  now  select  an  enhanced 
keyboard.  It  has  separate  cursor  keys,  a 
separate  numeric  keypad  (for  easier  data 
entry)  and  twelve  function  keys.  It  also  has  a 
main  typing  section  patterned  after  the  classic 
IBM  Selectric®  keyboard,  which  makes  word 
processing  easier  than  ever. 

In  addition,  you  can  also  choose  a  new 
option  that  lets  you  use  3.5-inch  diskettes 
with  your  Personal  Computer  AT. 


Family  ties. 

The  Personal  Computer  AT  is  compatible 
with  the  IBM  PC  and  PC/XT.  So  it  can  run 
many  of  the  thousands  of  programs  written 
for  the  IBM  PC  family. 

And  with  new  IBM  products,  the  Persona 
Computer  AT  can  more  easily  communicate 
with  other  PCs. 

IBM's  networking  options,  for  example, 
let  you  share  files  from  a  variety  of  popular 
programs. 

While  the  IBM  PC  3270  Emulation  pro- 
grams let  you  retrieve  information  from  a 
mainframe. 

You  can  also  use  the  Personal  Computer 
AT  to  run  IBM  PC  XENIX™— an  enhanced 
multi-user,  multi-tasking  operating  system. 

A  powerful  value. 

Only  the  Personal  computer  AT  offers 
these  capabilities  and  IBM's  commitment  to 
quality,  service  and  support.  A  combination 
that  can't  be  cloned. 

Better  still,  you'll  find  that  the  new 
models  offer  higher  performance  without  a 
higher  price.  And  if  you  qualify,  you  can 
conveniendy  charge  your  Personal  Compute 
AT  on  IBM's  Credit  Card.  Or  lease  one  with 
the  IBM  Commercial  Lease  Agreement. 

See  the  Personal  Computer  AT  at  an 
Authorized  IBM  PC  Dealer  or  IBM  Product 
Center.  Or  call  your  IBM  representative. 

For  the  name  of  a  store  near  you,  call 
1-800-447-4700.  In  Alaska,  call  1-800- 
447-0890. 


The  IBM  Personal  Computer  XT, 
for  Advanced  Technology. 


IBM.  PC/XT  and  Personal  Computer  AT  are  trademarks  of  International  Business  Machines  Corporation.  XENIX'"  is  a  trademark  of  Microsoft  Corporation,  Based  on 
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Tf  you  forget  your  toothbrush,  toothpaste,  shampoo,  hairbrush, 
A  razor,  iron  or  almost  anything  else,  Hyatt  remembers.  Just  call. 

Thinking  of  you  j 

in  j 

Hyatt  Regency  Hyatt  Hyatt  Regency  Hyatt  Regei 

San  Francisco  Orlando  Long  Beach  Fort  Word 

For  reservations,  call your  travel planner  or  1 800  2289000.  ©1986  HYATTi 0HOTE IS  Corporation. 


rat  States  Executive  Director  George  Le/ir 

e  trustees  don't  want  any  dollar  managed  in-house." 


Kevin  Horan/Kciure  Group 


ice  a  cesspool,  the  Teamsters  Central 
ites  Fund  is  now  a  model  of  its  kind.  The 
ck  will  be  to  keep  it  that  way. 

Going  straight 


By  James  Cook 

\  ive  years  AGO  the  Teamsters 
Union's  Central  States  Pension 
Fund  ranked  as  the  most  abused, 
lsed  pension  fund  in  the  U.S. 
bes,  Nov.  10,  1980).  But  all  that 
changed.  Today  its  executive  di- 
>r,  former  Kansas  City  banker 
rge  Lehr,  claims  that  Central 
is  is  the  best-managed  multiem- 
er  fund  in  America.  And  he  may 


well  be  right. 

Last  year  CSPF  earned  a  neat  26.3% 
return  on  its  pension  fund  assets, 
roughly  what  IBM  did,  vs.  the  10%  it 
once  averaged.  Those  assets — $7.2  bil- 
lion currently,  up  $700  million  since 
Jan.  1 — are  now  divided  between  equi- 
ties (56% )  and  bonds  (42% ),  with  only 
2%  in  real  estate  (vs.  75%  or  so  a 
decade  ago). 

With  250,000  active  members  and 
130,000  retirees,  CSPF  pays  out  $60 


million  a  month  in  pensions  and  $40 
million,  to  $50  million  in  health  and 
welfare  benefits,  and  takes  in  almost 
the  same  amount.  "The  trustees," 
Lehr  says,  "are  committed  to  the 
100%  professional  management  of  ev- 
ery dollar,  period.  They  don't  want 
any  dollar  managed  in-house" — an 
oblique  reference  to  the  way  Team- 
ster officers  and  trustees  like  James  R. 
Hoffa  used  to  manage  the  fund  for 
their  personal  advantage. 

If  CSPF  has  become  a  model  fund,  it 
has  done  so  almost  literally  over  the 
dead  bodies  of  its  trustees  and  the 
Labor  Department's  doubts.  As  re- 
cently as  three  years  ago  the  union 
was  controlled  by  Teamsters  Presi- 
dent Roy  Williams,  who  in  turn,  it  is 
now  abundantly  clear,  was  controlled 
by  Kansas  City  mobster  Nick  Civella, 
who  backed  Williams'  1981  bid  for 
the  Teamsters  presidency,  supposedly 
in  the  hope  of  regaining  control  of  the 
fund.  How  dominant  was  Civella's 
control?  In  1979,  when  Williams  got 
into  a  dispute  over  investment  policy 
with  the  fund's  de  facto  investment 
adviser,  Allen  M.  Dorfman,  it  was  Ci- 
vella who  tipped  the  balance  in  Wil- 
liams' favor. 

Civella  and  Dorfman  are  dead,  and 
Williams  has  gone  to  jail.  Williams' 
banker  and  longtime  personal  friend, 
George  Lehr,  now  49,  came  to  the 
fund  in  1981  and  since  then  has 
cleaned  up  its  tarnished  reputation. 

Yet  if  you  drop  in  at  the  fund's  11- 
story  International  Towers  headquar- 
ters in  Des  Plaines,  111.,  CSPF  officials, 
with  a  sort  of  bedazzled  pride,  will 
show  you  Dorfman's  old  second-floor 
office  with  its  walnut  paneling  and 
rooftop  putting  green  Celebrity,  even 
when  earned  in  wicked  ways,  is  much 
prized  by  Americans. 

The  transformation  of  the  pension 
fund  began  a  decade  ago  when  the  IRS 
forced  the  trustees  to  appoint  outside 
fiduciaries  for  the  first  time.  That's 
now  a  permanent  situation.  Under  a 
1982  consent  decree  with  the  Labor 
Department,  the  fund  is  required  to 
choose  its  fiduciary  from  among  the 
U.S.'  25  largest  banks,  insurance  com- 
panies and  investment  advisers. 

The  original  fiduciaries — Equitable 
Life  and  Victor  Palmieri — have  since 
been  supplanted  by  Morgan  Stanley. 
And  it  has  been  joined  by  other  top- 
ranking  outfits — Milliman  &  Robert- 
son (actuaries),  Coopers  &.  Lybrand 
(auditors)  and  Bear,  Stearns  (welfare 
fund  fiduciaries) — and  by  an  indepen- 
dent special  counsel,  former  U.S.  At- 
torney General  William  Saxbe,  who 
monitors  the  fund's  activities  and  its 
compliance  with  the  consent  decree 
at  a  $20,000-a-month  fee. 
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The  trustees,  completely  re- 
constituted a  few  years  ago;  still 
retain  a  great  deal  of  power.  They 
can  fire  the  fiduciary  without 
cause  and  help  set  the  fund's 
hroad  investment  strategy  to  ad- 
vance the  Teamsters'  interests, 
which  means  no  foreign  invest- 
ment, no  venture  capital  and 
avoiding  investment  in  nonunion 
companies. 

They  also  control  the  Benefits 
&  Administration  Account, 
through  which  all  employer  con- 
tributions are  funneled.  A  few 
years  ago,  in  a  move  Lehr  labels 
mistaken,  they  tried  to  pay  some 
$6.5  million  in  legal  and  other 
expenses  piled  up  by  Roy  Wil- 
liams and  other  former  trustees 
who  had  been  charged  with  at- 
tempting to  bribe  Senator  How- 
ard Cannon  (D-Nev.).  The  gov- 
ernment forced  the  trustees'  in- 
surance company  to  pay  back  the 
legal  fees  to  the  fund,  and  these 
days  the  B&A  Account  is  kept  as 
low  as  possible — by  agreement 
with  the  Labor  Department,  at  no 
more  than  2.5  times  monthly  ex- 
penses, or  $150  million  currently. 

Lehr  has  been  working  hard  to 
get  costs  down.  As  against  per- 
haps 9%  to  10%  a  few  years  ago, 
administrative  costs  as  a  percent- 


Ex-Teamsters  President  Williams 
before  sentencing 

When  the  K.C.  mob  spoke,  he  listened. 


age  of  contributions  now  run  I 
than  6%  for  the  pension  fur 
6.5%  for  the  health  and  welfs 
fund.  Overall  performance  loo 
so  good  that  Teamsters  loci 
that  once  shunned  Central  Stat 
are  trying  to  climb  aboard. 

In  an  effort  to  cut  costs  ev 
further,  the  CSPF  is  changing 
health  programs  in  a  way  Le 
expects  will  save  $25  million 
$40  million  a  year  once  they  j 
rolling.  Instead  of  using  their  o\ 
doctors  and  hospitals,  Teamsi 
members  are  given  incentives 
use  CSPF's  Preferred  Provider  C 
ganization — the  547  hospit; 
and  70,000  physicians  associat 
with  Dallas'  Voluntary  Hospit 
of  America.  As  an  incentive  1 
cost  control,  CSPF  withhol 
10%  of  its  payment,  releasing 
only  in  proportion  to  whetr 
certain  cost  objectives  are  met 

The  links  with  the  Kansas  Ci 
and  Chicago  mobs  appear  to  ha 
been  broken  with  the  death 
Dorfman  and  the  deposition 
Williams.  But  Lehr  himself  cc 
cedes  the  necessity  for  vigilant 
Says  he:  "Nobody  should  e\ 
take  their  eyes  off  a  $7  billi 
block  of  money,  whether  it 
here,  in  a  bank,  an  insuran 
company  or  anywhere  else."  ■ 


If  thisisallyouthinkof  Coleman, 


your  aim  istoolow 


Most  people  know  Coleman  makes  lanterns.  What  they  don't  know  is  we  also 
make  Crosman  airguns,  the  largest  line  in  the  world.  For  more  surprises,  call 
1-800-328-4646,  ext.  163  (in  Minnesota,  1-800-752-4242,  ext.  163). 


NYSE  symbol  CLN 
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How  Morgan  used  swaps 
reduce  financing  costs  in  four  currencies 
for  a  major  U.S.  corporation 


Complex  swap  transactions  involve  Morgan  officers  around  the  world  Shown  are  a  few  members  of  a  typical  team  In  London, 
from  left,  are  Conrad  Voldstad,  Michael  Enthoven,  Peter  Bernard.  In  New  York  are  Thomas  Kalans,  Christopher  English,  T.J.  Lim. 


organ  Bank  is  a  world  leader  in 
ap  market.  More  and  more  of  the 
multinationals  are  choosing  us 
nge  complex,  innovative  swaps 
duce  borrowing  costs  and  in- 
control  over  interest-rate  and 
)  currency  exposures, 
ajor  Fortune  500  corporation,  for 
le,  recently  sought  ideas  on  pro- 
some  $80  million  of  funding  for 
i, u  ics  in  four  Kuropean  countries, 
ternational  f  unding  experts,  in- 
g  swap  teams  in  New  York  and  Lon- 
lickly  structured  an  innovative, 
f'ective  package  involving  a  bond 
•lus  13  swaps.  Morgan  got  the  deal 

Arranging  the  deal 
re  identified  the  least  expensive 
source  of  funding  for  the  com- 
a  dollar-yen  dual-currency  issue, 
iterest  paid  in  yen  and  the  princi- 
lollars 

n  we  swapped  the  dual-currency 
ash  flows  into  variable  rate  finan- 


cing, and  finally  executed  swap  con- 
tracts to  generate  the  Deutsehemarks, 
FYench  francs,  Belgian  francs,  and 
guilders  that  the  subsidiaries  needed. 
Though  the  transaction  involved  seven 
currencies  and  nine  counterparties 
in  five  countries,  we  did  it  in  less  than 
three  weeks. 

The  result:  an  estimated  savings  to 
the  client  of  about  V»%  per  year  and 
tighter  control  over  its  long-term  risk. 

Swaps  market  leader 
This  is  one  example  of  the  innovative 
swaps  we  did  for  clients  in  the  past  year, 
when  corporations,  governments,  and 
banks  worked  with  Morgan  on  over  $20 
billion  in  swaps,  in  21  currencies. They 
came  to  us  for  these  key  strengths: 
Morgan's  market  presence 
We're  a  leading  participant  in  global 
capital  and  credit  markets  as  well  as  for- 
eign exchange,  government  bond,  and 
bullion  markets.  We  use  our  market 
knowledge  to  match  a  wide  range  of 


opportunities  to  each  client's  needs 
Morgan's  strong  capital  position 

Our  more  than  $5  billion  in  primary 
capital  enhances  our  role  as  principal 
and  can  reduce  client  costs  and  risks  in 
each  swap  we  arrange  Because  we  can 
warehouse  large  interest-rate  and  cur- 
rency swap  positions,  we  can  commit  to 
swaps  before  finding  a  counterparty. 

Morgan's  underwriting  capability 
Our  concentration  on  the  international 
capital  markets  has  led  to  a  number  of 
Morgan  innovations,  from  the  first  zero- 
coupon  swap  of  a  discounted  bond  into 
an  FRN,  to  the  first  U.S. Treasury-style 
auction  in  the  Euromarket 

Call  in  Morgan 
Challenge  us  with  your  next  complex 
financing  problem  Your  Morgan  banker 
will  put  all  of  Morgan's  worldwide  fund- 
ing resources  to  work  for  you. 

Morgan  Guaranty  Trust  Company, 
23  Wall  Street,  New  York,  NY  10015 

Member  FOIC 


The  Morgan  Bank 


Your  typical Japanese  may  be  frugal,  but  his 
government  most  certainly  is  not.  Japans 
public  debt  burden  is  one  of  the  heaviest 
among  the  industrial  nations.  Now  you 
know  why  the  Japanese  are  so  reluctant  to 
stimulate  their  economy  further. 


A  yen 
to  spend 


Genji  Takahashi  of  Rokkasho 

"We  are  negotiating  for  more  compensation. 


By  Norman  Gall 


In  the  snow  country  of  northern 
Japan,  along  the  windy  coast  of  the 
Mutsu  peninsula,  nestles  the  fish- 
ing village  of  Rokkasho.  In  more  ways 
than  one,  Rokkasho  is  a  microcosm 
for  post-World  War  II  Japan.  "The 
winters  used  to  be  seasons  of  hunger," 
says  a  52-year-old  fisherman,  Genji 
Takahashi,  recalling  the  1950s  and 
early  1960s.  "We  were  so  poor  that 
our  boots  and  gloves  were  made  of 
straw.  During  the  hunger  season, 
when  our  only  road  was  cut  by  snow 
and  rain,  we  used  rice  bran  to  make 
flour.  We  were  like  the  mountain  peo- 
ple in  the  Philippines." 

But  now  Rokkasho  glitters  with  the 
results  of  government  spending. 
There  is  a  big  town  hall,  a  splendid 
firehouse  with  seven  gleaming  en- 


gines, a  hospital,  schools,  clinics  and 
an  old-age  home,  and  modern  equip- 
ment for  garbage  collection  and  for 
maintaining  the  roads  and  clearing 
them  of  snow. 

Fisherman  Takahashi?  No  more 
straw  gloves  for  him  in  winter.  He  and 
his  family  received  close  to  $1  million 
for  their  fishing  rights  when  the  Japa- 
nese government  took  their  marsh- 
lands for  an  industrial  park.  And  Ta- 
kahashi is  hoping  for  more:  "Now  the 
government  wants  to  put  a  nuclear 
fuel  reprocessing  plant  in  our  indus- 
trial park.  We  think  that  may  be  dan- 
gerous and  are  negotiating  for  more 
compensation." 

Forget  the  cliches  about  a  frugal 
Japanese  government.  Japan  is  full  of 
Takahashis  and  Rokkashos.  All  this 
makes  for  a  happier  Japan  than  the 
Japan  of  old,  but  it  also  costs  a  lot  of 


money.  Unfortunately,  like  Amer 
cans,  Japanese  do  not  like  to  pay  taj 
es.  According  to  the  latest  availabl 
OECD  figures,  the  Japanese  goven 
ment's  debt  burden  is  even  heavi( 
than  our  own.  In  spite  of  the  fact  thj 
the  Japanese  taxpayer  is  contnbutin 
almost  nothing  to  the  defense  of  th 
Free  World,  Japan's  gross  public  del 
outstanding  came  to  69.4%  of  gros 
national  product  last  year,  again! 
48.3%  for  the  supposedly  profligai 
U.S.  Interest  on  Japan's  debt  absort 
20%  of  public  spending — compare 
with  14%  in  the  U.S. 

Does  this  matter?  It  does.  The  pro; 
perity  of  Rokkasho  and  all  that  del 
help  explain  why  Prime  Minister  Y; 
suhiro  Nakasone  will  find  it  difficu 
to  restructure  Japan's  econom 
against  the  domestic  political  bacl 
lash  caused  by  the  rising  yen  (Forbe 
May  5) — even  though  he  probably  gei 
uinely  wants  to  do  so,  as  he  told  Pres 
dent  Reagan  last  month. 

The  average  Japanese  citizen  dear] 
loves  his  government  handouts  but 
even  more  adamantly  opposed  t 
higher  taxes  than  Americans  are.  Pe< 
pie  in  both  countries  want  to  get  bi 
not  to  give.  Reluctant  to  raise  taxes  1 
fund  those  big  deficits,  Japan's  polit 
cians  borrowed  heavily. 

But  the  spending  and  borrowing  bi 
gan  to  frighten  many  Japanese.  It  : 
useful  to  remember  that  since  th 
1868  Meiji  restoration  opened  til 
country  to  the  world,  Japan  has  bee 
wracked  repeatedly  by  inflation.  Moi 
like  the  Germans  than  the  Amer 
cans,  the  Japanese  shy  away  from  pol 
cies  that  might  reignite  inflation- 
even  as  they  continue  to  demand  the 
government  goodies. 

Responding  to  the  voters'  inflatio 
fears,  the  politicians  have  been  cu 
ting  spending  and  borrowing  whei 
they  can.  The  Japanese  have  cut  the 
combined  central  and  local  goven 
ment  deficit  from  4.5%  of  GNP  i 
1980  to  1.4%  last  year. 

But  the  burden  of  debt  remains- 
and  so  does  the  fright  thrown  into  th 
Japanese  by  the  yawning  deficits  < 
the  early  1980s.  Now,  to  reduce  th 
trade  surplus  with  the  U.S.,  the  Jap; 
nese  will  have  to  consume  more  < 
home.  But  how  can  the  governmer 
stimulate  the  economy  without  n 
viving  the  unpopular  deficits? 

Moreover,  Japanese  officials  a 
spond  to  U.S.  calls  for  more  goven 
ment  pump-priming  by  arguing  th; 
the  effects  of  spending  stimulu 
known  as  the  fiscal  multiplier,  lesse 
as  economies  become  more  servic< 
oriented.  For  this  reason  the  impact  ( 
pump-priming  is  less  than  half  what 
was  around  1960,  they  argue.  Taku 
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suzawa,  chairman  of  the  Fuji 
k,  points  out:  "Even  if  fiscal 
iding  is  expanded,  it  will  not  stim- 
e  business  further  and  will  not 
to  a  sizable  reduction  in  the  cur- 
account  surplus."  Many  Japanese 
:ials  believe  that  deregulating  fi- 
:ial  and  real  estate  markets  will 
mlate  the  economy  more  than 
:it  spending  will, 
tiis  year,  even  though  the  national 
get  will  hold  the  line,  local  gov- 
nent  spending  will  grow  by  4.6%. 
:  have  to  stimulate  the  local  econ- 
es,"  says  Joji  Omura,  an  ex-bu- 
icrat  who  has  been  in  the  Diet  for 
rears  and  now  heads  the  Liberal 
locratic  Party's  local  affairs  com- 
:ee.  "We  must  improve  rivers, 
[,  roads,  bridges,  tunnels,  sewage 
ems,  schools,  meeting  halls  and 


Dissaving  graces? 

ls  government  safety  nets  de- 
elop,   Japanese   families  are 
nding  it  less  necessary  to  save. 

Household  savings  rates 

is  percent  of  disposable  income 

■m-  Japan 

U.S. 

4   75   '76   '77    '78    '79    '80    '81    '82   '83    '84  '85' 
Estimate. 

ource.  Bank  of  Japan;  1986  Economic  Report  of 
lie  President. 

1  government  buildings." 
he  government  money  thus 
ad  around  produces  solid  LDP 
□rities  and  keeps  Japan's  income 
ribution  among  the  most  equally 
need  in  the  world.  But  it  also 
s  the  deficit  and  thereby  dampens 
lusiasm  politicians  might  have  for 
rming  and  further  stimulating  the 
lomy. 

the  U.S.  and  Japan  are  similar  in 
r  spending  habits,  they  are  not 
ilar  in  their  saving  habits.  Ameri- 
5  pay  for  the  deficit  in  good  part  by 
owing  abroad  from  foreigners 
ing  to  buy  U.S.  government  secu- 
:s.  The  Japanese  now  hold  some- 
ig  like  $100  billion  in  U.S.  govern- 
lt  paper.  So  dependent  is  the  U.S. 
d  market  on  Japanese  savings  and 
;stment  that  the  U.S.  market  went 
i  a  slump  last  month  when  a  fast- 
lg  yen  began  to  make  U.S.  bonds  a 
y  investment  for  Japanese. 


For  someone  who's  given  you 
a  big  chunk  of  his  time. 

There  really  is  no  adequate  way  to  thank  someone  who's 
devoted  a  good  portion  of  his  life  to  your  company.  But  a 
Tiffany  retirement  gift  is  more  than  a  mere  token.  Because 
Tiffany  means  quality,  your  gift  will  be  looked  on  with  pride 
as  an  enduring  symbol  of  respect  and  appreciation. 

Our  Corporation  Division  will  plan  and  execute  a  retirement 
award  program  consistent  with  your  budget.  If  neccessary, 
we  will  start  from  scratch  to  design  something  unique. 

To  arrange  for  an  appointment  with  a  Corporate  sales 
executive,  please  call  Sandra  Alton  at  212-605-4641. 


Pictured:  Our  suggestion  for  a 
retirement  gift,  the  brass  quartz 
mantel  clock  with  phases  of  the 
moon,  day,  date  and  month . 


Tiffany  &  Co. 


NEW  YORK  •  BEVERLY  HILLS  •  CHICAGO  •  DALLAS  •  HOUSTON 
BOSTON  •  ATLANTA  •  SAN  FRANCISCO  •  PHILADELPHIA  ©T  &  CO.  1986 


"I  need  a  name  I  can  trust  for 
information  and  communication  systems. 

t  t\t  ♦  t  ♦ 


"Harris." 


ill 


Harris?" 


Harris!' 


Illlllllll  \U<  II 

FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

Find  out  more  about  Harris  information  and 
communication  systems.  Call  1-800-4-Harris,  Ext.  39. 

3)  HARRIS 
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LISTEN. 
YOU  CAN  HEAR 
A  COMPANY 
GROWING. 


The  New  York  Stock  Exchange  has  always  been  a 
place  where  a  small  company  with  big  ideas  had  a 
bright  future. 

Consider  the  small  company  that  listed  on 
the  Exchange  in  1891  hoping  someday  to  put  their 
name,  Procter  and  Gamble,  on  more  than  just 
candles  and  glycerine. 

Or  the  regional  beverage  company  that 
came  to  us  in  1924  with  visions  of  making  their 
brown,  carbonated  drink  called  Coca-Cola® 
number  one. 

And  in  1961,  the  Exchange  listed  a  growing 
company  whose  success  in  copying  other  peoples 
work  has  never  been  duplicated— Xerox. 
Today,  the  NYSE  is  helping  a  lot  of 
young  and  upcoming  companies  come 
into  their  own.  In  fact,  1985  was  our 
best  year  yet  in  terms  of  new  arrivals. 
What's  more,  these  newcomers 
arrive  with  an  entrepreneurial  spirit 
*  already  backed  by  solid  earnings. 
Compaq  Computer,  who  just  joined  us,  is 
a  perfect  example.  They're  one  of  the  fastest 
growing  computer  companies  in  the  world. 
Combine  a  newly-listed  company's  potential 
with  the  NYSE's  depth,  liquidity,  visibility,  and 
access  to  millions  of  potential  shareowhers,  and  a 
young  upstart  can  grow  up  to  be  a  corporate  giant. 

Of  course,  investors  have  the  chance  to  grow 
and  share  in  the  prosperity,  too. 

If  your  company  would  like  to  grow  up  in 
this  kind  of  nurturing  environment,  talk  to  the 
New  York  Stock  Exchange. 
We're  listening. 


New  York 

C  1966  NEW  YORK  STOCK  EXCHANG  _        I    r  U 

otock  exchange 


lat's  quite  a  burden  the  Japanese 
rs  bear:  financing  the  deficits  of 
i  their  native  land  and  distant 
jrica.  The  Japanese  have  been 
ing  large  sums  to  the  U.S.  govern- 
t,  as  well  as  to  their  own.  Down 
road  the  American  taxpayer  may 
1  up  paying  huge  sums  to  Japan 
ugh  future  interest  payments, 
lout  the  benefit,  as  now,  of  getting 
and  VCRs  in  return, 
panese  personal  tax  rates  are  low 
titernational  standards,  but  rates 
ipanese  business  aren't:  The  aver- 
tax  burden  on  Japanese  corpora- 
s  in  1983,  for  example,  was  over 
,  twice  the  U.S.  burden,  accord- 
to  Iwao  Nakatani,  an  economics 
;ssor  at  Osaka  University, 
it  isn't  this  kind  of  taxation  fun- 
entally  antibusiness?  Not  at  all. 


Hidden  incentives 


assed  on  to  consumers,  heavy 
ixes  on  Japanese  companies 
:nd  to  discourage  consumption. 


Total  1985  tax  receipts 

Japan 


U.S. 


30.7% 

14.2% 

73.8% 

37.9% 

I  j  Corporate 

I  |  Personal 

31.4% 

I  |  Excise 
and  other 

12.0% 

Source.  OECD  Japan  Survey;  1986  Economic 
Report  of  the  President. 


e  end,  business  passes  on  most  of 
burden  to  the  consumer:  What 
s  like  a  tax  on  business  is  at  bot- 
a  tax  on  consumption.  Accord- 
',  the  Japanese  tax  system  encour- 

saving,  discourages  consump- 

Annual  mortgage  deductions, 
iover,  are  limited  to  the  equiva- 
of  $1,100,  and  consumer  credit 
est  is  not  deductible  at  all.  So 
l's  savings  pile  grows. 
Jte  the  resemblance  between  the 
ing  Japanese  tax  system  and  the 
m  originally  proposed  by  the 
;an  Administration.  The  Reagan 
ms,  for  example,  would  have 
inated  mortgage  interest  on  sec- 
homes;  increased  IRA  contribu- 

ceilings  for  married  couples; 
e  investments  in  fixed-income  se- 
ies  more  interesting  by  slashing 
me  tax  rates.  The  lobbyists  and 

congressmen  have  turned  Rea- 
>  brave  effort  into  a  bad  joke — just 


VAN  KAMPEN  MERRITT 
TAX  FREE  HIGH 
INCOME  FUND  INC. 


EARN  A  TAX-EXEMPT 
-YIELD  OF 

7.96*='15.92* 

TAX  FREE  TAXABLE 

//  you  're  in  the  50%  bracket, 
that  means  you  would  have 
to  earn  15.92%  on  a  taxable 
investment  to  equal  this 
tax-exempt  yield. 


KEY  ADVANTAGES: 

•  Daily  dividends  free  of  federal 
tax? 

•  Monthly  distributions  paid  in 
cash  or  reinvested  at  no  charge. 

•  Easy,  daily  access  to  your  capital. 

•  Affordable  investment 
minimum. 

•  Managed  by  a  major  firm  of 
municipal  bond  analysts. 

Both  the  current  return  and  the 
net  asset  value  will  fluctuate  as 
market  conditions  change.  $16.30 
and  $14.29  were  the  net  asset 
values  on  4/15/86  and  6/28/85. 

Call  1-800-DIAlrVKM  Ext.  3003. 

(Georgia  residents  call  1-800- 
633-2252.)  We'll  rush  a  prospectus 
which  includes  information 
about  charges  and  expenses. 
Read  it  carefully  before  you 
invest  or  send  money.  Call 
today,  day  or  night. 


'Current  yield  is  determined  by  annualizing  the  monthly  distributions  paid  per  share  for  the  1  month 
ending  April  15,  1986  and  dividing  the  result  by  the  average  maximum  public  offering  price  for  the 
same  period.  A  portion  of  the  income  may  be  subject  to  state  and  local  taxes.  Tax  rates  may  be  subject  to 
tax  law  changes. 


"Harris  high  technology  and  Lanier  service. 
What  more  could  you  ask  for  in  office  automation} 


' '  Their  phone  number. 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

Find  out  more  about  the  best  of  both  worlds  in  office 
automation,  call  l-8()()-4-Harris,  Ext.  37. 

JD  HARRIS 
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Buying  a  new  car? 


. .  the  one  option  no  one 
should  go  without . . 

Motor  Trend 

. .  their  extraordinary 
Delco-GM/Bose 
Music  System . . 

Stereo  Review 

"The  results 
are  fantastic." 

Popular  Science 

Our  experience  has  convinced  us  that, 
regardless  of  your  interest  in  music, 
you  will  require  less  than  one  minute 
of  listening  to  know  that  you  want 
the  Delco-GM/Bose  Music  System  in 
your  next  General  Motors  car  * 


Sound  so  real,  it  will  change  how  you  feel  about  drivin 

*  Available  on  selected  models  of  Cadillac,  Buick,  Oldsmobile  and  Chevrolet. 


panese  politicians  are  making  it 
;ult  for  Nakasone  to  reform  his 
omy. 

1  this  means  no  one  should  look  for 
[apanese  to  become  overnight  a 
m  of  spendthrifts.  Faced  with  a 
;ult  choice,  the  Japanese  apparent- 
ive  decided  to  put  up  with  a  high- 
id  yen  rather  than  risk  higher  defi- 
But  remember,  as  we  lessen  the 
of  Japanese  industrial  competi- 
so,  accordingly,  do  we  lessen  Japa- 
ability  and  willingness  to  do  our 
lgfor  us.  ■ 


Budget-making, 
Japanese  style 


J  e've  been  trying  something 
I  like  Gramm-Rudman  for  the 
t  few  years,"  says  Makoto  Fujii 
the  Finance  Ministry's  Budget 
eau.  "It's  called  minus-zero 
iing.  You  set  the  ceilings  and 
n  go  for  the  cuts.  Each  ministry 
to  cut  its  budget  to  a  lower 
ling." 

ujii  ticks  off  progress  made: 
e've  cut  subsidies  by  6%  over 
past  three  years.  We've  cut  na- 
lal  government  financing  of 
>lic  works  and  made  local  gov- 
ments  borrow  more.  We've 
led  social  security  contributions 
[  health  care  fees,  and  cut  back 
lefits.  Spending  was  held  to 
12  levels  as  the  economy  grew." 
lakuo  Yanagisawa,  a  former  Fi- 
ice  Ministry  bureaucrat  who 
ti  a  Diet  seat  in  1980,  explains 
v  seriously  the  budget  process  is 
en:  "The  first  draft  of  each  min- 
y's  budget  goes  not  to  the  Fi- 
ice  Ministry  but  to  the  appropri- 
committee  of  the  Liberal  Dem- 
atic  Party.  Each  committee 
id  is  a  specialist  in  his  area. 
2re's  lots  of  discussion  between 
iticians  and  bureaucrats  before 
budget  is  approved.  But  when 
budget  reaches  the  Diet,  it's 
iom  changed." 

iut  elected  officials  bestow 
lefits  on  the  voters  rather  than 
ke  demands  on  their  pocket- 
)ks.  Because  so  much  of  Japan's 
ing  power  is  in  the  countryside, 
job  of  Japan's  ruling  politicians 
to  preserve  the  9-3-1  rule  by 
ich  salaried  workers  pay  taxes 
90%  of  their  earnings,  the  self- 
ployed  on  30%,  and  farmers  on 
Yo.  At  the  same  time,  the  politi- 
ns  must  keep  money  flowing 
o  these  economically  marginal 
tricts. — N.G. 


'High-performance  vehicles  are  my  business.  And 
U.S.  Trust  has  given  me  investment  vehicles 
that  perform.  I  like  that." 

C.S.  Hapgood 
Automotive  entrepreneur 


Being  flexible,  imaginative  and  fast  in  meeting 
special  family  financial  needs  is  a  particular  specialty 
of  U.S.  Trust.  Please  contact  Mary  B.  Lehman.  Vice 
President,  United  States  Trust  Company  of  New  York, 
11  West  54th  Street,  New  York,  NY  10019,  (212)  887-0446. 

USTrust 

When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


"That  new  Harris  PBXI got  for  the 
company  is  saving  us  up  to  30%  a  month. 


"/  should  get  one 
of  those  for  my  kids' 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  details  on  how  our  communication  systems 
can  help  your  company  cut  costs,  call  1-800-4-Harris,  Ext.  10. 

3)  HARRIS 
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Over  the  past  half  century, 
only  one  business  center  has 
truly  come  to  reflect  the  spirit, 
the  character  and  the  vitality 
for  which  New  York  City  has 
become  famous. 

Rockefeller  Center. 

Like  the  Statue  of  Liberty, 
Lincoln  Center,  and  the  glitter 
of  Broadway,  Rockefeller  Center 
is  a  celebration  of  the  city  itself. 
And  a  synonym  for  success. 


Today,  with  its  timeless 
sense  of  style  and  prestige, 
Rockefeller  Center  welcomes  a 
daily  population  of  more  than  a 
quarter  of  a  million.  It  incorpo- 
rates 22  acres  of  Manhattans 
most  impressive  real  estate,  19 
skyscrapers,  1,200  tenants  and 
hundreds  of  retail  establishments. 

It's  big  buildings.  Big  busi- 
ness. And  big  ideas. 

It's  oysters  of  the  same 
name.  And  the  view  from  atop 
the  RCA  building.  It's  skaters, 
whirling  across  the  Plaza  ice 
rink.  And  Prometheus,  bring- 
ing fire  to  mankind. 

Rockefeller  Center  is  a 


©  Rockefeller  Group,  Inc..  1986 


place  In 
Newark 


dance  at  the  Rainbow  Room. 
It's  exclusive  shops.  Superb 
restaurants.  And  more  than  15 
million  square  feet  of  excep- 
tional office  space. 

In  fact  you  might  say 
Rockefeller  Center  is  the  center 
of  the  world  business  itself. 
With  major  tenants  spanning 
every  field  from  finance  and 
industry  to  communications 
and  travel. 

And  over  the  past  50 
years,  Rockefeller  Center  has 
become  the  world's  most  impor- 
tant business  address. 

So  once  you  get  your  heart 
set  on  moving,  call  2 12-698-8800 


or  write  Rockefeller  Center 
Management  Corporation,  A 
Rockefeller  Group  Company, 
1230  Avenue  of  the  Americas, 
New  York,  NY  10020-1579. 
Then  join  us  at  the  center  of 
activity.  The  center  of  atten- 
tion. The  center  of  the  city. 

Rockefeller  Center. 

A  special  place  in  the 
heart  of  New  York,  that's  like 
nowhere  else  on  earth. 


ROCKEFELLER 
CENTER 


The  future  finally  looks  bright  for  bum- 
bling Southeast  Banking  Corp.,  the  Sun- 
shine State's  number  two. 


So  where  are 
the  believers? 


Southeast  Bank's  John  Porta  and  Charles  Zwick 
"Let's  hope  Charlie  doesn't  execute  him." 


By  Janet  L.  Fix 


^PiouiHtAsi  Bank  is  a  perennial 
turnaround,"  says  Brent  Eren- 
mjsel,  analyst  for  Dean  Witter. 
"Why  should  now  be  different?" 

There  may,  at  last,  be  a  couple  of 
good  reasons,  but  the  skepticism  is 
understandable.  Miami-based  South- 
east (assets,  $10.7  billion)  was  the  big- 
gest in  terms  of  assets  in  a  banker's 
paradise  for  15  years,  until  1983, 
when  hard-driving  Barnett  Banks 
(now  $15.4  billion  in  assets)  in  Jack- 
sonville charged  into  first  place. 

Even  when  it  was  the  state's  big- 


gest, Southeast's  performance  by  ev- 
ery measure  except  size  was  a  disap- 
pointment. It  ignored  expansion  op- 
portunities while  the  state  prospered, 
and  badly  bungled  the  major  merger  it 
did  attempt.  Southeast's  best  regional 
peers  over  the  last  five  years  annually 
racked  up  15%  to  20%  compound 
earnings  growth,  17%  to  20%  return 
on  equity  and  more  than  1  %  return  on 
assets.  But  Southeast  in  the  same  peri- 
od was  averaging  1%  compound  earn- 
ings growth,  12.8%  return  on  equity 
and  0.72%  return  on  assets.  Concedes 
one  board  member  privately:  "There's 
still  a  lot  of  proving  to  do." 


But,  for  investors,  especially  for  t 
short  term,  the  bank  seems  to  be 
pretty  good  bet — in  spite  of  itse 
Wall  Street  for  the  time  being  seet 
to  agree,  since  Southeast's  stock  ] 
cently  hit  an  alltime  high  of  44, 
almost  1 1  times  earnings,  right 
there  with  Barnett  and  the  best  of  t 
strong  regionals. 

Some  part  of  that  performance  c 
be  credited  to  bull  market  euphor 
certainly.  But  more  importai 
Southeast  is  looking  like  a  spinst 
about  to  attract  one  or  more  lucrati 
marriage  proposals.  Of  Florida's 
largest  banking  companies  in  198 
today  only  First  Florida,  Florida  N 
tional,  Southeast  and  Barnett,  in  i 
cending  order  of  size,  are  independe 
and  promising  acquisition  targe 
New  York's  Chemical  Bank  alreai 
owns  4.9%  of  Florida  National  ai 
has  a  formal  merger  agreement  if  ai 
when  full  interstate  banking  becom 
a  reality.  First  Florida  Bank  of  Tam 
is  fat  and  profitable,  but  the  fami 
that  owns  a  majority  seems  in  i 
rush  to  sell. 

That  leaves  Barnett  and  Southea: 
Barnett  has  gobbled  up  25  retail  ban 
and  doubled  its  market  share  in  fi 
years  while  Southeast  picked  up  s 
small  banks  and  mainly  sat  on  i 
hands.  Barnett's  defense  against  tak 
over  is  to  keep  growing  with  mc 
acquisitions.  It  was,  in  fact,  deep 
heavy  merger  talks  with  Southeast 
December,  but  Southeast  got  del 
sions  of  grandeur  and  stalked  off.  B; 
nett  understandably  wanted  a  pri 
based  on  Southeast's  checkered  pz 
earnings,  while  Southeast  felt  it  c 
served  a  price  that  reflected  faith 
improved  future  earnings.  Still,  the 
is  little  doubt  that  Barnett  remai 
interested,  and  some  banking  expei 
figure  that  the  state's  big  two  m 
still  patch  things  up. 

Besides  Chemical,  another  Ne 
Yorker,  Chase  Manhattan,  is  lurki. 
among  the  palm  trees  with  the  stat 
intention  of  becoming  a  "significan 
player  in  the  state.  Chase  has  alreai 
outbid  all  comers  and  put  out  $1! 
million  for  Park  Bank,  a  small,  fail 
ins.titution  in  St.  Petersburg.  The  od 
these  days  favor  a  Chase  expansic 
and  few  doubt  that  Southeast  is  at  tl 
top  of  Chase's  wish  list. 

"The  stock  either  will  rise  on  i 
fundamentals,"  says  Timothy  < 
Rayl,  an  analyst  with  Allen  C.  Ewii 
&.  Co.  in  Tampa,  "or  Chase  or  som 
body  else  will  come  in  and  buy  the 
out."  The  analysts  started  talkii 
"fundamentals"  only  after  Southea 
Chairman  Charles  Zwick  hired  Jol 
Porta  as  chief  operating  officer  fro 
Continental  Illinois  before  its  c( 
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"Are  you 
spending 

too  much  on 
brokerage 

commissions? 


ChaVl*  R.  Schwab 
Chairman 

Charles  Schwab  &  Co 


If  you're  an  independent  investor 
who  doesn't  want  advice  every  time 
you  buy  or  sell  stocks,  you  may  be 
paying  for  services  you  don't  need. 
Now  you  can  save  up  to  76%  on 
commissions  compared  to  full- 
commission  brokers'  rates.  All  you 
have  to  do  is  call  Charles  Schwab. 
When  you  don't  want  advice,  Schwab 
gives  you  the  quality  service 
you  need  — and  the  commission 
discounts  you  deserve. 

Start  saving 
up  to  76%  now! 

Call  Schwab  toll  free: 

1-800-228-4420 

In  Nebraska  call  1-800-642-9900 
We'll  send  you  a  free 
brochure  and  rate  card. 


□  YES!  Send  me  free 

discount  brokerage  information. 


Name. 


Please  Print  Clearly 


Address. 
City  


State/Zip. 


FOAB8 


Charles  Schwab 

America's  Largest  Discount  Broker 

If*t  Montgomery  St.,  San  Francisco,  CA  94104 
<  )ver  90  offices  coast  to  coast 
[   Ifll  A  BankAmerica  Company  SI  PC  || 
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lapse  in  1984.  Porta,  a  tough  but  per- 
sonable sort,  has  improved  morale 
and  produced  results.  Despite  a  medi- 
ocre year  overall,  Southeast  reported 
record  quarterly  earnings"  of  $19.6 
million,  up  36%  over  the  year  before, 
for  the  last  three  months  of  1985.  And 
it  racked  up  another  record  in  the  first 
quarter  of  this  year,  with  Southeast's 
net  income  at  $19.6  million,  up  17% 
over  first  quarter  1985,  and  boosting 
its  earnings  per  share  to  $1.06,  up 
20%  for  the  same  period.  But  Zwick 
has  a  reputation  for  torpedoing  prom- 
ising executives.  "Charlie's  finally 
got  a  top  manager  in  Porta,"  says  one 
skeptical  analyst.  "Let's  hope  he 
doesn't  execute  him." 

Under  Zwick,  Southeast  had 
thumbed  its  nose  at  what  many  saw 
as  the  nation's  best  retail  market. 
Then  in  1981  it  abruptly  tried  to 
catch  up  in  north  Florida  with  an 
inept  run  at  Jacksonville's  Florida 
National.  Southeast  never  bought 
more  than  3%  of  its  stock,  then  got 
tangled  in  antitakeover  lawsuits, 
which  sent  its  own  stock  tumbling. 


This  attracted  raiders  who  were  p 
handsomely  to  go  away.  Zwick 
quired  little  humility  from  his  de 
cle.  "I'd  make  the  same  strate 
decisions  again,  but  I'd  do  them  rig 
and  this  time  I'd  win,"  he  says,  rea 
for  another  round.  Word  is  tl 
Southeast  is  about  to  issue  new  stc 
to  finance  another  buy.  "We  wo 
pay  a  fortune  or  try  to  be  the  biggi 
bank  around,  but  we  will  make  acq 
sitions  where  we  think  appropriati 
Zwick  says. 

Which  may  explain  why  few  ; 
willing  to  bet  that  Zwick,  even  w: 
Porta,  can  continue  to  improve  perf 
mance  without  stumbling.  "T 
jury's  still  out,"  says  Alex.  Brow; 
Kyle  Legg.  Zwick  dismisses  such  ta 
"The  fainthearted  are  still  talki 
about  what  went  wrong  in  1982  a 
what  could  go  wrong  now.  We're  s; 
ing  we've  changed — for  the  better.' 

"I  think  investors  have  some  insi 
ance  now — they  can't  lose,"  says  R; 
at  Allen  C.  Ewing.  Then  he  paus 
"But  with  Southeast's  history,  tb 
could  mess  up  again."  ■ 


The  Stroh  Brewery  Co.  is  the  third-bigge 
beermaker  in  a  business  where  being  nun 
ber  three  isn't  enough. 

And  then  there 
were  two? 


By  Barry  Stavro 


P>  rivately  held,  The  Stroh 
™  Brewery  Co.  has  been  in  beer 
since  1850.  Almost  alone  among 
the  hundreds  of  family-owned  local 
brewers  that  once  flourished  in  this 
country,  Stroh  not  only  survived  but 
prospered  and  fought  its  way  to  third 
place  in  U.S.  beer  sales.  But  now 
things  are  tough.  "The  family  bias 
would  be  to  stay  in  the  business," 
says  Stroh  President  Roger  Fridholm, 
45,  who  left  Heublein  to  join  Stroh  in 
1978.  "But  the  way  the  beer  business 
has  gone  you  can't  rule  things  out." 

Beer  is  a  no-growth  business.  Indus- 
try volume  has  been  flat  for  four 


years,  and,  with  an  aging  populati 
that  is  more  diet  conscious,  the  fo 
cast  is  for  maybe  0.5%  growth  annu 
ly  until  the  year  2000. 

Worse,  there  is  Anheuser-Busc 
"It's  like  playing  basketball  with  t 
leading  scorer  in  the  league,"  Fr 
holm  says  bravely.  "You  have  to  gi 
him  his  points  and  guard  the  otl 
people."  The  problem  is  that  A 
heuser-Busch  keeps  setting  new  sc< 
ing  records.  A-B's  leading  marl 
share  has  increased  each  of  the  p; 
nine  years,  to  38%,  up  from  19% 
decade  ago.  Despite  the  flat  marl 
last  year,  A-B  increased  its  beer  vi 
ume  by  6%.  Almost  everybody  e] 
lost  volume.  Stroh  shipped  23.4  m 
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How  COMPAQ  made  the  Fortune  500 
faster  than  any  other  company  in  history 
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!  brochure  or  the  location  of  your 
Vuthorized  COMPAQ  Dealer, 

J-231-0900,  Operator  19.  It  simply  WOrks  better.  crascoMPAQCoTrX'&TI 
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Tfje  Stroh  Brewery  Co.  President  Roger  Fridholm 

"I  can  hypothesize  a  two-company  beer  industry. 


lion  barrels  last  year,  down  nearly  1 
million  since  1983. 

Stroh  had  to  shut  its  hometown  De- 
troit brewery  last  year.  It  was  the  big- 
gest Stroh  plant,  capable  of  producing 
7  million  barrels  of  suds  a  year,  but 
also  its  most  antiquated.  Closing  De- 
troit will  save  Stroh  $50  million  a 
year,  while  enabling  its  remaining 
breweries  to  run  at  near  capacity,  thus 
improving  margins  at  last. 

Stroh's  margins  badly  need  improv- 
ing. Since  it's  a  private  company,  its 
figures  are  usually  left  to  the  imagina- 
tion. But  a  few  years  ago,  when  Stroh 
made  some  public  filings,  it  reported  a 
mere  $1.2  million  profit  on  $1.3  bil- 
lion sales  for  fiscal  1983 — a  penny  on 
every  $10  in  sales.  Between  1979  and 
1982  Stroh  averaged  only  a  1.4%  prof- 
it. Last  year  Stroh  probably  did  about 
$1.5  billion  sales,  and  while  its  mar- 
gins likely  improved,  Stroh  still  may 
not  match  the  4%  profits  of  G.  Heile- 
man  Brewing  and  Adolph  Coors. 

One  of  the  problems  is  that  Stroh's 
bestseller,  Old  Milwaukee,  is  a  lower- 
price  brand.  A  prestige  brand  can 
mean  a  20%  to  35%  per  barrel  price 
hike  (wholesale)  over  a  bargain  brand, 
with  very  little  difference  in  produc- 
tion costs.  Two  years  ago,  though, 
Stroh  rolled  out  its  premium-price 
Stroh's  brand  nationwide,  but  it  still 


has  less  than  3%  of  the  market.  Un- 
daunted, it  will  invest  $10  million 
this  year  to  promote  a  new,  superpre- 
mium  Signature  brand  nationwide. 
Jerry  Steinman,  publisher  of  Beer  Mar- 
keters Insights,  says  it  will  be  a  tough 
sell,  competing  against  A-B's  Miche- 
lob,  and  such  popular  imports  as 
Heineken  and  Beck's. 

But  Fridholm  is  also  a  realist.  If 
people  drink  less  beer,  to  capture 
what  he  calls  greater  "share  of  stom- 
ach" Stroh  will  sell  other  drinks.  It 
already  has  a  popular  malt-based  cool- 
er called  White  Mountain  Cooler  and 
is  adding  Sundance,  a  juice-based 
sparkling  soft  drink,  plus  importing  a 
nonalcoholic  malt  beverage  with  the 
Barbican  label.  But  even  if  all  goes 
according  to  plan,  Stroh's  nonbeer 
business  will  produce  less  than  10% 
of  the  company's  sales  this  year. 

It's  to  Stroh's  credit  that  it  can  still 
belly  up  to  the  bar  at  all.  Stroh  was  a 
small  Midwest  brewer  when  CEO  Pe- 
ter Stroh  bought  F&.M  Schaefer  Corp. 
in  1981  for  $24  million  and  Jos. 
Schlitz  Brewing  Co.  in  1982  for  $343 
million.  But  to  survive  it  will  proba- 
bly have  to  do  more  acquiring  or  itself 
be  acquired.  There  simply  isn't 
enough  of  a  market  to  support  all  the 
current  contenders.  "I  can  hypothe- 
size a  two-company  beer  industry," 


Fridholm  says.  "I  don't  rule  out  ai 
combination  [except]  Anheusi 
Busch  and  Miller." 

Here's  the  current  lineup:  A-B  a 
Miller  Brewing  Co.,  now  part  of  Phil 
Morris,  between  them  control  neai 
60%  of  the  beer  market.  Then  cor 
the  little  three:  Stroh,  Heileman  a 
Coors,  with  Stroh  biggest  of  the  thre 

On  paper,  one  logical  marria 
would  be  Stroh  and  Heileman,  bo 
Midwest-based  brewers  struggling 
keep  up  their  volume.  But  there  is  b 
blood  between  the  two  compani< 
Stroh  went  to  court  to  block  a  pi 
posed  Heileman-Pabst  deal.  Last  ye 
Heileman  got  its  revenge  when  Stn 
shut  its  Detroit  plant  and  Heilem, 
advertised  in  the  Detroit  papers 
"The  brewery  that's  growing.  N 
going."  Still,  as  Heileman's  Chairm 
Russell  Cleary  puts  it,  "I  would  n 
rule  out  anything." 

Even  Miller  Brewing  is  rumored 
be  on  the  block  (though  Philip  Mori 
denies  it).  Miller  remains  profitat 
but  could  cost  $1.25  billion.  With  le 
than  $100  million  in  debt,  Str< 
might  be  able  to  swing  some  kind 
deal  here.  "We're  in  a  very  sound 
nancial  position  today,"  says  Fri 
holm.  "We'd  be  delighted  [to  ov 
Miller]."  Meanwhile,  Anheus< 
Busch  just  keeps  coming.  ■ 
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On  the  Docket 


zk  of  leveraged  takeover  plays?  Disillu- 
med  with  high-tech  stocks?  For  some- 
ing  completely  different,  try  taking  a  flier 
i  the  American  judicial  system. 

Psst!  Wanna 
buy  a  lawsuit? 


By  Catherine  Tang 


V  hould  plaintiffs  in  lawsuits  be 
^  allowed  to  finance  their  suits  by 
W selling  stock  to  the  public?  The 
t  notion  of  it  seems  outrageous,  yet 
;  an  issue  that  may  soon  emerge 
a  an  appeal  to  be  filed  before  the 
if  ornia  Court  of  Appeals  by 
liam  Millard,  53,  onetime 
oputerLand  chairman, 
[illard  lost  a  multi- 
iion-dollar  lawsuit  last 
:  to  plaintiffs  who  fi- 
ced  their  attack  by  selling 
res  in  a  company,  Micro/ 
t  Corp.  If  Micro/Vest, 
Lng  won  at  the  trial  level, 
!  prevails  as  well  on  ap- 
i,  business  defendants  had 
er  watch  out.  With  liabil- 
settlements  reaching  for 
moon,  the  California 
:me  could  send  a  signal  to 
-happy  plaintiffs  every- 
:re:  Adopt  this  financing 
mick  and  hire  yourself 
highest-priced  legal  gun- 
ger  money  can  buy. 
hroughout  much  of 
erican  legal  history,  law- 
;  have  been  permitted  to 
ipt  so-called  contingency 
cases.  In  them,  an  attor- 
agrees  to  take  on  a  suit 
:ulatively  in  return  for  a 
re  in  any  eventual  settle- 
it.  If  he  loses  the  case,  the 
yer  gets  nothing.  But  the 
dicated  suit  approach 
Id  allow  a  lawyer  to  get 
1  no  matter  what  the  out- 
le,  and  thus  have  an  inter- 
in  pursuing  a  case  no  mat- 


ter how  outlandish  or  frivolous. 

Such  ploys  have  been  frowned  on 
since  the  Middle  Ages  in  England. 
Common  law  bans  against  "champer- 
ty and  maintenance"  prohibited  the 
encouragement  of  frivolous  suits  by 
third-party  funds.  Champerty  is  the 
sharing  of  proceeds  from  a  lawsuit 


between  the  plaintiff  and  someone 
who's  supporting  or  enforcing  it; 
maintenance  is  the  support  of  some- 
body else's  suit.  "There  is  no  doubt 
that  syndicated  litigation  is  a  modern- 
day  version  of  champerty  and  main- 
tenance," says  Manhattan  attorney 
Mark  Morril. 

More  recently,  the  Code  of  Profes- 
sional Responsibility  of  the  American 
Bar  Association  has  prevented  law- 
yers from  absorbing  lawsuit  expenses 
(except  their  own  fees)  unless  the  cli- 
ents themselves  remain  ultimately  li- 
able for  them.  The  idea  is  that  the 
person  bringing  the  claim  should  be 
truly  interested  in  it  and  that  transfer- 
ring the  claim  to  a  stranger  might  stir 
up  unnecessary  litigation. 

Micro/Vest  did  have  a  direct  inter- 
est, and  the  case  was  hardly  frivolous. 
The  dispute  began  in  1981,  when  the 
firm  was  formed  to  buy  a  promissory 
note  issued  by  Millard  in  1976;  the  note 
pledged  repayment  of  a  $250,000  loan 
and  was  convertible  into  a  20%  equity 
stake  in  ComputerLand  and  other  Mil- 
lard holdings  (Forbes,  Aug.  26, 1985). 
The  quarrel  that  led  to  the  legal 
action  arose  when  Millard,  in 
1981  still  chairman  of  the 
California-based  computer 
retailing  chain,  refused  the 
stock  conversion.  Plaintiffs 
then  raised  a  war  chest  of 
over  $2  million  from  a  dozen 
investors,  including  Mary 
Cunningham,  William  Agee 
and  Micro/ Vest's  three  attor- 
neys, by  selling  them  stock  in 
the  fledgling  firm.  In  March 
1985  the  jury  awarded  Micro/ 
Vest  20%  of  ComputerLand 
and  the  other  holdings  and 
$140  million  in  damages.  Af- 
terwards, a  1.4%  stake  in  Mi- 
cro/Vest sold  for  more  than 
$1  million. 

Before  ComputerLand,  the 
best-known  case  of  such  a  fi- 
nancing approach  was  a  1976 
effort  by  a  New  York  City 
attorney  to  raise  funds  for  a 
suit  against  General  Mills. 
Though  the  plaintiffs  eventu- 
ally prevailed  at  trial,  the 
stock  offering  bombed.  Im- 
plicitly, at  least,  the  Micro/ 
Vest  case  now  raises  the  issue 
again. 

California  Assemblyman 
William  Filante,  concerned 
about  the  potential  spread  of 
syndicated  litigation,  is  plan- 
ning to  introduce  legislation 
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to  ensure  the  plaintiff's  control  over 
his  own  suit.  "None  of  the  investors 
should  be  a  witness,"  he  argues.  "Also 
we  must  define  what  an  arm's-length 
investor  is  as  opposed  to  an  interested 
party  in  the  case.  Then,  if  there  was 
ever  any  evidence  that  an  investor 
was  not  disinterested,  one  should  be 


able  to  reopen  the  case  and  go  to  the 
appellate  court  if  needed." 

In  fact,  Filante's  approach  does  not 
go  far  enough,  for  the  issue  is  not 
whether  syndicated  suits  curb  a  plain- 
tiff's control  over  his  case  but  wheth- 
er or  not  such  suits  should  be  allowed 
at  all.  • 


On  the  Docket 


And  while  the  legislative  cats  sle€ 
the  mice  play.  A  recent  advertiseme 
in  the  San  Francisco  Chronicle  rea 
"Joint  venture  partners  wanted  to 
nance  'sure  thing'  $6  million  lawsi 
against  major  SF  bank.  .  .  .  Micro/Ve 
did  it  to  ComputerLand.  Now  you  c; 
do  it  to  the  bank."  ■ 


Warning  to  salespeople  in  the  Information 
Age:  Don't  sell  too  hard.  In  the  wacky  new 
world  of  liability,  someone  may  sue  you. 


So  what's  the 
law,  already? 


By  Ralph  King  Jr. 


What  do  the  following  cases  have 
in  common? 

Item.  After  hearing  a  National 
Weather  Service  forecast  of  fair 
weather,  a  fleet  of  Massachusetts  lob- 
stermen  sets  sail.  What  the  men  meet 
instead  are  80-knot  winds  and  50-foot 
waves,  and  four  drown.  Their  families 
sue  the  U.S.  government  and  are 
awarded  $1.25  million. 

Item.  Using  Lotus  software  bought 
in  an  IBM  store,  a  Fort  Lauderdale 
construction  company  prepares  a  bid 


to  build  an  office  complex,  wins 
the  contract  and  only  later  dis- 
covers a  $250,000  item  was 
dropped  from  its  calculation  be- 
cause of  a  software  glitch.  The 
firm  sues  both  Lotus  and  IBM  for 
the  money,  plus  damages,  charg- 
ing that  the  software  generated 
the  wrong  figures. 

Item.  Referring  to  a  chart  that 
graphically  depicts  the  flight  ap- 
proach into  an  Alaskan  airport,  a 
World  Airways  pilot  slams  into  a 
mountain,  killing  everyone  on 
board.  The  victims'  survivors 
charge  the  chartmaker  and  the 
U.S.  government,  which  supplied 
the  information  to  the  chart- 
maker,  with  negligence  and  col- 
lect $12  million. 


What  these  three  liability  cases 
have  in  common  is  they  all  involve 
providers  of  information.  Welcome, 
then,  to  the  latest  development  in  our 
sue-me  society.  Still  mere  ripples  be- 
side the  tidal  swell  of  product  liability 
actions,  such  cases  are  becoming  in- 
creasingly commonplace.  Together 
they  represent  what  very  well  may 
turn  out  to  be  the  vulnerable  spot  in 
the  information  industry. 

As  the  dependence  on  accurate  in- 
formation grows,  so,  too,  do  the  risks 
of  error,  serious  loss  and,  ultimately, 
lawsuits.  In  every  field,  from  electron- 
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ic  publishing  and  financial  data  r 
porting  to  computer  database  and  vi 
eotex  services,  purveyors  of  inform 
tion  are  being  seen  as  increasing 
easy  targets  for  customers  harmed 
nancially  or  physically  by  bad  infc 
mation.  "The  potential  liabili 
scares  the  hell  out  of  everyone,"  sa 
Peter  Marx,  a  partner  in  the  Bostc 
law  firm  of  Goulston  &  Storrs. 

One  way  or  another,  informatic 
has  been  passed  from  individuals 
the  general  public  for  at  least  as  loi 
as  the  printed  word  has  existed.  B 
the  new  "information  providers" 
the  1970s  and  1980s  are  rooted 
complex,  computer-based  technc 
ogies  that  blur  traditional  distinctioi 
between  mass  media  and  special-i 
terest  markets.  Is  this  new,  electror 
cally  derived  and  stored  information 
product  or  a  service?  Are  providers 
it  protected  by  constitutional  saf 
guards  in  the  way  that  newspape 
magazine  and  television  news  opei 
tions  are?  Or  are  they  instead  subje 
to  traditional  concepts  of  negligent 
and  tort?  These  are  questions  wi 
which  the  law  is  only  now  beginnii 
to  cope — so  far,  not  successfully. 

Says  Arthur  Miller  of  Harvard  La 
School:  "All  our  rules  of  liability  ha 
developed  from  products.  They  w: 
have  to  be  rethought  and  recalibrati 
in  the  marketplace  of  information.' 
That  process  began  inauspicious 
last  year.  According  to  a  loi 
line  of  constitutional  cases,  pu 
lie  figures  can  collect  for  lib 
only  if  they  can  show  eith 
malice  or  reckless  disregard 
the  truth  by  the  publisher.  Bi 
in  Greenmoss  Builders  v.  Dun 
Bradstreet,  the  Supreme  Cou 
agreed  that  the  credit  ratii 
agency,  which  publishes  and  di 
tributes  company  reports  boi 
electronically  and  in  print  to  d 
ents  around  the  world,  had  I 
beled  a  Vermont  constructic 
firm  by  mistakenly  reportii 
that  it  was  bankrupt,  instead 
requiring  a  showing  of  reckles 
disregard  or  malice,  the  Cou 
held  that  proving  simple  negJ 
gence  was  enough  because  tl 
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Jl  the  right  reasons  you  need 
all  the  tire  you  can  get 


family  needs  General 
ri#  Classic,*  the  worlds  only 
ture- sealing,  all- season  radial  with 
year  unlimited  mileage  warranty* 

neral  introduces  a  new  concept  in 
with  Ameri^  Classic.  The  family  tire. 
;ned  to  deliver  the  driving  confidence 
family  needs.  And  warranted  for  six 
-  no  matter  how  far  you  drive.* 
d  the  new  AmeriivClassic  is  no  fair 
ler  friend.  This  premium  all -season 
I  is  designed  to  keep  your  family 
;,  across  town  or  across  the  country, 
ever  the  weather. 

de  with  exclusive  Gen^Seal  puncture 
it,  Ameri^ Classic  also  reduces  the 
bility  of  potentially  hazardous  tread - 
ture  flats. 

neral  is  so  confident  that  Ameri^Classic 
t  let  your  family  down  on  the  road 
fit  should,  we  promise  to  replace, 


mount  and  balance  any  Ameri^Classic  that 
becomes  unserviceable  due  to  cuts,  snags, 
punctures,  bruises  or  impacts  during  the 
first  30,000  miles  or  50%  treadwear  - 
whichever  comes  first  -  at  no  charge.  After 
that,  you  still  have  prorated  protection  for 
as  long  as  you  own  the  car.  * 

See  the  complete  Ameri^  Classic 
Owner's  Protection  Portfolio  at  your 
local  General  retailer  and  you'll 
see  why  -  for  all  the  right 
reasons  -  you  need  the 
General  Ameri^  Classic 
family  tire. 

*See  dealer  for 
terms,  condi- 
tions and 
owner's  obliga- 
tions under  the 
Ameri«  Classic 
limited 
warranty. 


□  JEAN     LAS  SALE 


YOU'LL  FIND  MORE  PARTS 
IN  THE  BRACELET  OF  THIS 
AWARD-WINNING  THALASSA 
THAN  YOU  WILL  IN 
A  ROLLS-ROYCE  ENGINE.' 


You're  looking  at  the  bracelet  of  what  is  perhaps  the  most 
beautiful  watch  in  the  world:  the  award-winning  Thalassa.  It 
takes  656  parts  to  craft  each  exquisite  gold  and  steel  Thalassa 
bracelet.  With  fewer  parts,  perhaps  Thalassa  might  still  have 
won  the  coveted  Laurel  d'Or  in  Monte  Carlo  as  Watch  of  the 
Year.  And  no  one  would  have  noticed.  But  we'd  know.  And 
you'd  know.  And  that  makes  all  the  difference  in  the  world. 


Dallas  •  Chicago 


The  names  "Rolls  Royce"  and  "Silver  Cloud" 
are  registered  trademarks 


"There  are  600  major  moving  internal  parts 
in  the  engine  of  a  Rolls  Royce  Silver  Cloud 


©  1985,  Jean  Lassale,  Inc. 


Why  every  major  league 

player's  bat  is  made 
9  his  exact  specifications. 


iir  first  customer  was  an  1880's  power 
namecTOld  Gladiator"Browning 
shattering  the  piece  of  lumber 
id  at  the  plate,  Browning 
ivited  to  a  Louisville  wood- 
ng  shop  by  its  18-year-old 
itice.  By  dawn,  the  crafts- 
tad  created  the  finest  bat 
lade  —  shaped,  weighed, 
ilanced  to  perfectly  suit  "Old 
itor's"  individual  hitting  style. 
3  next  day  the  slugger  went  three 
ree  and  baseball  would  never  be  /U 

:e  then,  the  performance  of 
ands  of  big  leaguers  has 
mproved  by  a  Louisville 
sr®  custom  made  for 
ndividual  hitting 
by  the  venerable 
fHillerich& 
by. 

hur  Young 
stands  what 
nized  service 
ean  to  a  client. 


That's  why  we  get  personally  involved  with 
our  clients  before  we  give  them  an  ounce  of 
financial  advice.  After  all,  the  more  we  know 
about  their  business,  the  more  we  can 
help  them. 

And  even  if  you  don't  consider  your- 
self a  heavy  hitter  yet,  you  can  still 
be  treated  like  one.  You  see,  Arthur 
Young  has  been  customizing  its 
services  to  businesses  of  all  sizes 
for  over  90  years. 

So  if  the  idea  of  an  ac- 
counting firm  that  will  give 
your  business  big-league 
attention  appeals  to  you, 
maybe  it's  time  you 
made  contact 
with  Arthur  Young. 


A 


Arthur  Young 

Personal  advisors  to 
business.  Accounting, 

auditing,  tax,  financial 

and  management 

consulting.  ? 


Numbers  Game 


The  Securities  &  Exchange  Commission 
helped  out  hundreds  of  little  oil  companies 
in  1978.  Now  the  commission  looks  set  to 
bend  the  rules  again  in  their  favor. 

Friends 
at  the  SEC 


By  Laura  Saunders 

It  helps  to  have  friends  in  high 
places  like  the  Securities  &  Ex- 
change Commission.  It  has  cer- 
tainly helped  hundreds  of  smaller  oil 
and  gas  companies.  Back  in  1977  the 
Financial  Accounting  Standards 
Board  told  oil  and  gas  producers  to  use 
something  called  the  successful-ef- 
forts method  to  account  for  their  ex- 
ploration costs.  Using  successful-ef- 
forts, a  firm  can  capitalize  only  that 
portion  of  its  exploration  expenditure 
that  results  in  new  reserves.  Explor- 
atory dry-hole  expenses  must  be 
charged  to  income.  So  if  you  spent  $10 
million  to  drill  100  wells,  only  half  of 
which  found  oil,  you  would  capitalize 
(and  slowly  amortize)  $5  million  and 
expense  $5  million. 

Major  oil  companies  already  used 
successful-efforts.  But  most  smaller 
firms  used  the  alternative  full-cost 
method.  Full-cost  allowed  them  to 
capitalize  their  entire  exploration 
cost — the  whole  $10  million  in  the 
hypothetical  case  above — and  so  re- 
port higher  earnings  and  buiid  stock- 
holders' equity  faster.  Much  faster. 
Salt  Lake  City's  $20  million  (1985 
revenues)  Equity  Oil  uses  successful- 
efforts  but  thoughtfully  provides  full- 
cost  results  as  well.  Under  full-cost, 
Equity  Oil  would  have  reported  re- 
tained earnings  of  $42  million  and  net 
income  of  $5  million  for  1985.  Under 
successful-efforts,  retained  earnings 
were  $29  million;  net,  $4  million. 

When  the  FASB  ruled  against  them, 
the  full-cost  companies  squawked  to 
the  SEC,  arguing  that  finding  dry 
holes  is  part  and  parcel  of  finding  wet 
ones.  The  SEC  bought  that,  and  said 


they  could  use  full-cost,  with  one  ca- 
veat: Costs  could  be  capitalized  only 
to  a  ceiling,  the  height  of  which 
would  be  determined  primarily  by  the 
present  value  of  the  companies'  re- 
serves. Capitalized  costs  above  the 
ceiling  would  have  to  be  expensed. 

The  full-cost  companies  happily 
agreed  Oil  prices  and  reserve  values 


Grq;  Couch 


were  rising.  Scant  danger  of  ever 
bumping  against  the  ceiling. 

Comes  now  1986:  Oil  prices  are 
down  50%  since  December,  and  the 
ceiling  is  dropping  on  the  full-cost- 
ers— just  like  in  a  horror  movie  tor- 
ture chamber.  Were  they  to  live  up  to 
the  letter  of  the  SEC's  1978  ruling, 
many  full-cost  companies  would  have 
to  expense  so  much  of  their  capital- 
ized costs  as  to  wipe  out  earnings  and, 
for  heavily  indebted  companies, 
shareholders'  equity.  "Then  you 
would  have  a  banking  problem," 
warns  oil  analyst  Alan  Gaines  of 
Gaines,  Berland,  referring  to  the  pros- 
pect of  dozens  of  companies  thrown 
into  technical  default  on  their  loans. 


So  back  troop  the  full-cost  oper 
tors  to  their  friends  at  the  SEC,  con 
plaining  of  the  havoc  the  writeofl 
would  wreak.  Once  again  the  SEC 
embracing  the  oilmen.  Soon  it  wi| 
probably  allow  full-cost  firms  not  i 
use  current  oil  prices  when  applyirj 
the  "ceiling  test."  For  quarterly  n 
porting  this  year,  they  would  revahj 
reserves  using  their  own  estimates  c 
what  oil  prices  will  be  at  year's  en< 
This  sympathetic  treatment  wi 
spare  full-cost  accounter  Pennzoil,  fc 
example,  a  first-quarter  charge  th; 
would  have  wiped  out  its  $42  millio 
net  income  for  the  period. 

What's  more,  the  SEC  may  chang 
the  way  the  ceiling  is  calculated.  On 
proposal:  Use  oil  prices  estimate 
over  the  life  of  the  reserves,  not  jui 
current  ones.  Think  of  the  fun  oilme 
and  accountants,  if  not  investors,  wi 
have  predicting  oil  prices  in  2001. 

For  full-costers  who  don't  want  t 
wait,  there  is  another  way  out.  Ful 
cost  companies  can  switch  to  succesi 
ful-efforts  any  time  they  wish.  Bi 
don't  look  for  huge  writeoffs  this  yea 
says  Keith  Klaver  of  Price  Wate 
house.  Those  who  make  the  switc 
are  allowed  to  restate  their  pric 
years'  earnings  as  if  they  had  been 
successful-efforts  company  all  alonj 
Past  earnings  will  be  penalized,  n( 
present  or  future  earnings.  Head 
they  win;  tails,  they  win.  Borden,  CS 
and  Williams  switched  from  full-co! 
to  successful-efforts  last  year.  Othei 
will  surely  follow.  Substantial  comp; 
nies  still  on  full-cost  include  Frei 
port-McMoRan,  Pennzoil,  Coasta 
Damson,  Tenneco,  Tesoro,  Enro 
(HNG/InterNorth),  Petro-Lewis. 

The  real  question  in  all  this  is  wh 
the  SEC  overruled  the  FASB  in  197 
and  allowed  companies  to  stick  wit 
the  full-cost  method.  SEC  Chief  A< 
countant  Clarence  Sampson  says  tfi 
commission  genuinely  felt  it  coul 
create  a  workable  set  of  full-co; 
rules.  But,  complains  oil  analyst  D; 
vid  Norr,  who  used  to  sit  on  the  A< 
counting  Principles  Board,  the  ful 
cost  method  is  fundamentally  flawe 
because  it  "lets  you  call  a  dry  hole  a 
asset.  Companies  and  underwrite] 
wanted  [full-cost]  because  it  pretenc 
ed  to  give  them  earnings." 

Agrees  Equity  Oil  Treasurer  Lii 
coin  Bell,  who  uses  successful-effort 
"We  don't  think  it's  good  manag< 
ment  not  to  take  the  knocks  rig! 
when  they  occur." 

"Once  again  the  SEC  is  caving  in  t 
full-costers,"  charges  Norr.  "Ever 
time  these  companies  run  into  a  pro! 
lem,  the  SEC  bends  the  rules.  All  th 
is  a  way  of  deceiving  investors."  Bi 
what  are  friends  for?  ■ 
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NCR 

introduces 

a  number  of 

innovations. 

The 
9800. 


The  evolution 
of  the  mainframe 


The  evolutionary 
architecture 
in  a  9800. 
Loosely  coupled 
processors, 
connected  by 
buses,  let  you 
upgrade  in 
smaller  slices 
and  process 
taster. 


You  have  probably  heard  a  lot  about  the 
computer  revolution. 

But  revolution  isn't  the  best  way  for  a 
computer  to  change. 

Evolution  is.  And  the  new  NCR  9800  is  a 
perfect  example. 

HOW  TO  BUILD  AN  EVOLUTION. 


The  secret  is  architecture. 

Inside  the  9800,  we  loosely  couple 
powerful  application  processors  (these  do 
the  work),  with  data  storage  processors 
(these  manage  the  work  flow). 

What  does  this  mean  to  you? 

Say  your  business,  like  most,  processes 
its  transactions  in  peaks  and  spurts.  A  9800 
can  handle  your  workload  better  and  ensure 
quicker  response  than  a  conventional  main- 
frame of  comparable  power. 

You  see,  we  developed  a  special 
"system  memory"  for  your  most  frequently 
used  files.  And  all  the  processors  can  share 
these  files.  Automatically.  What's  more,  the 
processors  team  up  -again,  automatically- 
during  these  peaks,  so  the  system  has  the 
agility  to  process  increased  workloads,  when- 
ever they  occur. 

Sounds  simple,  but  conventional  main- 
frames can't  do  it  unless  someone  writes 
complicated  application  software. 

With  a  9800,  it's  part  of  the  system 

So  the  computer  is  more  efficient,  more 
economical,  and  very  flexible. 

HOW  TO  GROW  A  MAINFRAME. 

The  9800  doesn't  have  to  be  upgraded 
in  large  pieces. 

It  grows  gradually,  just  the  way  a 
business  grows. 

You  start  with  the  power  you  need,  and 

NCR98(K]l  The  evolution 
of  the  mainframe. 


then  you  can  expand  in  smaller  increments 
than  with  conventional  mainframes. 

You  can  even  add  job-specific  modules 
to  handle  specific  functions. 

IT'S  MORE  FAULT-TOLERANT 
THAN  YOU  ARE. 

Conventional  fault-tolerant  systems  work 
one  of  two  ways:  Either  by  doing  the  work 
twice,  which  is  unproductive,  or  by  using  a 
software  solution  that  slows  processing  down. 

We  invented  a  more  efficient  system. 

Set  up  a  9800  for  fault-tolerance  and,  if  a 
module  fails,  other  modules  take  over  while 
continuing  to  do  their  own  jobs. 

It'll  run  during  a  processor  failure.  Or  a 
software  failure. 

It'll  even  run  during  routine  maintenance 
or  upgrading. 

It's  built  with  32-bit 
VLSI  technology  that  has 
fewer  components  than 
conventional  technology. 

So,  the  chance  of  a 
failure  inside  the  9800 
is  very  slim. 

Because  if  something  isn't  there,  it  can't 
break 

THE  REST. 

The  9800  was  built  to  be  an  excellent  on- 
line transaction  processor  and  an  excellent 
general  purpose  processor 

So  it  can  be  tailored  to  do  both  jobs  more 
economically  than  conventional  mainframes. 

It's  also  an  open  system. 

And  it  uses  SNA  and  X.25  communica- 
tions, so  it  can  work  together  with  other 
computers  you  may  already  own. 

It  comes  with  popular  software  tools,  like 
SQL  and  MANTIS,™  and  with  C.  COBOL,  and 
BASIC  languages. 

And  you  have  a  choice  of  many  ready-to- 
run  solutions  for  business. 

Now,  do  you  read  the  industry  press? 

Weil,  according  to  them,  you  can  buy  a 
computer  like  the  NCR  9800,  with  its 
advanced  architecture,  that'll  be  just  as  flexi- 
ble and  economical  from  another  computer 
company. 

In  about  1990. 

For  information,  call  1-800-CALL-NCR. 


NCR 


Taxing  Matters 


IRAs  and  401(k)  plans  have  helped  swell 
the  national  savings  pool.  Congress  now 
wants  to  curtail  them. 

Soak  the 
middle  class 


By  Gary  Slntsker 

A cynical  old  Washington  gag: 
Question — How  do  you  know 
i  when  a  politician  is  lying?  An- 
swer— When  he  moves  his  lips. 
Well,  maybe  not  so  cynical. 
Congressmen  these  days  like-to  be- 
moan the  country's  low  household 
savings  rate,  at  around  6%,  barely 
one-third  the  Japanese  rate.  Whereas 
the  Japanese  save  enough  to  finance 
their  government's  huge  deficits  and 
buy  U.S.  Treasury  paper  (see  p.  54), 
Americans  save  so  little  we  have  to 
borrow  excess  Japanese  savings. 

You  might  think,  then,  that  Con- 
gress, whose  members  profess  great 
concern  for  financing  the  federal  defi- 
cit and  bringing  up  the  domestic  sav- 
ings rate,  would  be  staying  up  late  to 
build  into  the  tax  code  incentives  for 
ordinary  folks  to  save.  Ha!  In  the 
name  of  soaking  the  rich,  both  hous- 
es' tax  bill  writers  are  out  to  curtail 
some  of  the  few  incentives  that  make 
saving  worthwhile  for  Americans. 

At  issue  are  two  popular  savings 
vehicles:  the  country's  28  million  In- 
dividual Retirement  Accounts,  and  5 
million  tax-deferred  401(k)  thrift 
plans.  The  latter  allow  employees  to 
set  aside  a  portion  of  their  salaries 
untaxed;  employers  often  match  a 
portion  of  workers'  contributions. 
These  are  great  ways  for  ordinary  peo- 
ple to  save  for  their  children's  educa- 
tion and  their  own  old  age.  Today 
401(k)s  cover  about  6  million  work- 
ers. There  is  now  $235  billion  in  IRAs 
and  an  estimated  $35  billion  in 
401(k)s.  Wouldn't  much  of  this  $270 
billion  have  been  saved  anyhow? 
Probably,   but  a  good  part  of  it 


wouldn't;  certainly  the  incentives 
help,  just  as  they  do  in  Japan. 

Now  Congress  hopes  to  raise  reve- 
nue by  squeezing  these  plans.  Last 
December  the  House  passed  a  tax  plan 
from  the  Ways  &  Means  Committee, 
chaired  by  Dan  Rostenkowski 
(D— 111.).  Rostenkowski's  plan  includes 
a  measure  that  slashes  the  cap  on  con- 
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tributions  employees  may  make  to  a 
401(k)  plan  from  the  $30,000  the  law 
now  allows  to  $7,000.  More  devastat- 
ing, the  bill  reduces  the  amount  work- 
ers can  sock  away  in  their  IRAs  by 
every  dollar  they  put  in  their  401(k) 
plans.  So  if  you  put  $2,000  or  more 
into  a  401(k)  plan,  you  could  put  noth- 
ing, zero,  into  your  IRA. 

So  Rostenkowski  would  limit  your 
tax-deferred  savings  to  $7,000  annual- 
ly. You  don't  have  to  be  very  far  into 
the  middle  class  for  that  to  hurt. 

Things  are  only  slightly  more  sav- 
ings-friendly in  the  Senate  Finance 
Committee,  chaired  by  Bob  Pack- 
wood  (R-Ore.).  On  Apr.  16  Pack- 
wood's  committee  voted  on  a  propos- 


al that  would  limit  workers'  401(W 
contributions  to  $12,000  a  year  (thi 
proposal  is  still  in  committee).  Rathe 
than  reducing  the  allowable  IRA  cob 
tnbution  investment  by  every  dollai 
contributed  to  a  401(k)  plan,  as  th.4 
House  bill  proposes,  Packwood'! 
committee  would  let  workers  deduc; 
their  IRA  contribution  from  the  thrift 
plan  cap.  Thus,  you  could  put  up  ti 
$2,000  into  your  IRA  and  $10,000  into 
your  thrift  plan.  This  is  better  thai 
Rostenkowski's  proposal,  but  it  ij 
still  silly  if  a  major  national  goal  is  tc 
encourage  savings. 

What's  a  saver  to  do?  David  Kaut 
ter,  a  tax  partner  at  Arthur  Young,  i! 
telling  clients  it  is  unlikely  that  anj 
compromise  passed  by  Congres; 
would  take  effect  before  next  year,  i 
at  all.  In  the  meantime,  many  advisers 
urge  clients  to  put  the  maximum  ii 
their  401(k)  plans  and  to  make  maxi 
mum  contributions  to  IRAs  for  1986 
If  a  savings-hostile  bill  does  becom< 
law,  you  would  have  until  next  Apr 
15  to  withdraw  the  money  from  you: 
IRA  and  pay  tax  on  the  "excess"  inter 
est  you  earned  without  a  penalty  t< 
the  IRS.  Unfortunately,  you'll  have  tc 
foot  the  hefty  fees  most  banks  an< 
investment  firms  charge  for  earl] 
withdrawal  of  IRA  funds. 

There  is  always  a  chance,  of  course 
that  savers  will  get  lucky  and  Con 
gress  will  allow  neither  measure.  "It': 
a  real  stupid  proposal,"  says  Janice  M 
Johnson,  senior  manager  in  Seidmai 
&  Seidman's  national  tax  office,  of  th< 
House  plan.  "Why  limit  the  401(k 
more  [than  other  qualified  benefi 
pension  plans  not  affected  by  the  pro 
posal]  when  it's  the  only  retiremen 
"plan  most  people  have?" 

Good  question.  Moreover,  if  Con 
gress  genuinely  wants  to  solve  th< 
Social  Security  system's  grossly  inad 
equate  finances,  it  can  do  so  only  b] 
building — starting  now — an  alterna 
tive  pool  of  savings  for  the  elderly  o 
the  future  to  fall  back  on.  The  Rosten 
kowski  committee's  attack  on  IRAi 
and  401  (k)s  might,  as  his  staffers  say 
save  the  Treasury  $5  billion  over  th< 
next  five  years.  But  the  long-tern 
costs  of  discouraging  savings  are  like 
ly  to  be  much  greater  than  that. 

But  Congress  tends  to  think  ii 
terms  of  votes  rather  than  in  terms  o 
economics.  Sniffs  a  House  Ways  & 
Means  Committee  staffer:  "It  doe: 
not  make  policy  sense  to  give  a  socia 
benefit,  a  tax  benefit,  to  those  peopl* 
who  are  most  able  to  save  in  an] 
case."  Would  someone  please  tell  thii 
person  that  anything  that  helps  buih 
the  national  pool  of  savings  helps  th< 
whole  society  and  anything  that  cut! 
it  down  hurts  everybody.  ■ 
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Pan  Am's  South  America. 
More  74!7'sTb  More  Gties. 

fith  New  Nonstop  7£7  ServiceTb  Buenos  Aires  And  Santiago. 


Pan  Am  now  flies  only  747's  from  New  York  and  Miami 
£io,  Buenos  Aires,  Sao  Paulo,  Santiago,  Caracas  and 
ntevideo.  That's  more  747  service  than  any  other  airline. 
And  starting  May  31st,  we're  increasing  our  747  service 
h  new  nonstops  from  New  York  to  Buenos  Aires.  Plus  on 
e  5th,  we'll  be  introducing  nonstop  747 
idee  from  Los  Angeles  to  Santiago. 
In  addition,  each  one  of  our  747's  ^rtHi 
?rs  three  classes  of  service.  Including 
;t  Class,  with  its  luxurious 
eperette®  Seats  and  superior 
ifort.  And  Clipper®  Class, 
only  Business  Class  to 
ith  America  that  offers  the 
ra  room  and  privacy  of 
across  seating. 
Pan  Am  to  South 
lerica.  More  747 
/ice  from  the  airline 
t  gives  you  more. 
For  reservations 
nformation  call 
ir  Travel  Agent, 
•porate  Travel 
^artment 
>an  Am  at 

X)-221-ini.  r 


CHICAGO  ^  *f  i~NEW 


DETROIT  . 


SAO  PAULO  i 
MONTEVIDEO 


SANTIAGO    BUENOS  AIRES 
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Pan  Am  lb  South  America. 


You  Can't  Beat  The  Experienced 

Schedules  subject  to  change  without  notice. 


Stop  &  Shop's  Av  Goldbergforgot  retailing  s 
cardinal  rule:  Know  your  customer.  Can 
he  remember  it  in  time? 

Learning  the 
hard  way 


By  Howard  Gold 


A vram  J.  Goldberg,  chairman  of 
The  Stop  &  Shop  Cos.,  Inc., 
i  unwraps  a  green  sour  ball  and 
pops  it  into  his  mouth.  "I  don't  know 
how  this  is  going  to  look 
in  Forbes,"  he  says,  offer- 
ing some  candy  to  a  visi- 
tor, "but  I  think  we  got  a 
little  enamored  with  call- 
ing ourselves  a  depart- 
ment store.  We  should  be 
proud  that  we  are  a  dis- 
count store." 

Goldberg  pronounces 
every  syllable  distinctly — 
disss-counnt  store — as 
though  the  words  had 
some  special,  totemic 
meaning  for  him.  They 
do.  The  discount  store 
he's  talking  about — Brad- 
lees — is  in  trouble.  Big 
trouble.  Once  a  retailing 
dynamo,  Bradlees'  operat- 
ing profit  slumped  64%, 
to  $30.7  million,  in  the 
fiscal  year  ending  Febru- 
ary 1986.  Since  Bradlees 
accounts  for  nearly  half  of 
Stop  &  Shop's  $3.7  billion 
in  revenues,  the  chain's 
troubles  now  mean  woe 
for  the  whole  company, 
whose  earnings  fell  by 
over  50%,  to  $2.20  per 
share,  in  fiscal  1985. 

The  talkative  56-year- 
old  Goldberg  is  quick — 
even  eager — to  admit  his 
mistakes.  Surrounded  by 
pop-art  paintings  and  ab- 
stract sculpture  in  his 
suburban  Boston  office, 
Goldberg  acknowledges 
that  Bradlees  simply  for- 
got who  its  customers 


were.  "Sometimes  customers  know 
what's  going  on  in  your  business  fast- 
er than  you  do,"  he  says.  "We  had 
simply  become  noncompetitive  on 
prices  of  basic  merchandise." 
Bradlees  was  supposed  to  answer  a 


Stop  &  Shop  Chairman  Airam  J.  Goldberg 
"Customers  know  what's  going  on  faster  than  you  do 


problem  for  Stop  &  Shop,  not  cat 
one.  Sidney  Rabb,  longtime  Stop 
Shop  chairman,  bought  it  in  19< 
when  it  was  a  sleepy,  seven-stc 
New  England  chain,  and  let  it  grc 
slowly  through  the  1960s.  But  in  19 
a  devastating  fire  at  Stop  &  Sho) 
only  food  distribution  center  wip 
out  the  supermarkets'  inventory  ir 
matter  of  hours.  The  company's  bas 
business  of  food  retailing  had  seve 
troubles  recovering,  so  Rabb  diver 
fied  by  expanding  Bradlees  and  t\ 
other  chains — Medi  Mart  drugstot 
and  C.B.  Perkins  gift  shops. 

That  was  about  the  time  Avra 
Goldberg,  a  Harvard  Law  School  gra 
uate  and  son  of  a  Massachusetts  Sup 
rior  Court  judge,  became  Stop 
Shop's  president.  Goldberg  had  join 
the  company  in  1958  through  his  rm 
riage  to  Rabb's  daughter,  Carol,  ta 
ing  over  as  chairman  when  Rabb  di 
last  October  at  84. 

As  Bradlees  doubled  in  size  throu] 
the  1970s,  both  Rabb  and  Goldbe 
realized  they  had  to  differentia 
themselves  from  all  tl 
other  discounters  sellii 
blenders  or  toasters 
rock-bottom  prices.  So 
1977  they  recruited  Hi 
old  Frank  from  Federat 
Department  Stores  to  u 
grade  Bradlees'  mercha 
dise  and  spruce  up  its  ii 
age.  Out  went  polyest 
and  in  came  cottons  ai 
wools.  Pipe  racks  we 
scrapped  and  selling  spa 
was  broken  into  bo 
tiques  where  merchandi 
was  displayed  depa: 
ment-store  fashion. 

The  trade-up  formu 
worked  for  a  time,  and  1 
the  start  of  last  year  tl 
firm  had  expanded  to  1» 
stores  in  eight  states,  wi 
sales  per  square  foot 
$160  and  profit  margins 
6.1%— both  well  abo1 
the  industry  average. 

But  visions  of  grande 
danced  in  Goldberg 
brain.  To  grow  even  bi 
ger,  faster,  he  paid  Si 
million  to  buy  18  Teffe 
son  Ward  stores  in  Phil 
delphia  and  Wilmingto 
Del.  from  Montgome 
Ward,  as  well  as  Almy 
a  19-store  mid-Atlant 
regional  chain.  The  acqv 
sitions  stretched  manag 
ment,  and  returns  prov< 
disappointing. 

Meanwhile,  Bradlee 
main  competitor,  Caldc 
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de  a  Bradlees  store 


counter — with  a  difference. 


uired  by  New  York-based  Associ- 

i  Dry  Goods  Corp.  in  1981,  had 
un  to  waken  as  from  a  decade-long 
:p  (Forbes,  Apr.  22,  1985).  The 
in  began  dumping  slow-moving 
duct  lines  like  major  appliances 

fabrics  and  expanded  its  sports- 
ir  and  casual  clothing  depart- 
its,  which  put  it  in  head-on  com- 
ition  with  Bradlees. 
hrough  it  all,  Bradlees  continued 
proclaim  itself  "the  department 
e  with  a  difference."  But  the  dif- 
nce  soon  turned  out  to  be  that 
ilees'  customers  were  being  lured 
ly  to  places  like  Caldor. 
leanwhile,  Bradlees  continued  to 

stores.  Yet  when  sales  in  those 
es  the  company  owned  at  year- 

1984  increased  only  4%  in  the 
t  quarter  of  1985  and  by  half  that 
)unt  in  the  second  quarter,  Gold- 
l  panicked.  "We  had  to  stop  the 
s  erosion  and  stop  it  quickly,"  he 
».  To  do  so,  Goldberg  announced 
t  Bradlees  would  go  after  market 
re  again  and  that  he  was  prepared 
ee  profits  suffer  to  get  his  custom- 
back.  He  also  put  the  Perkins  and 

ii  Mart  chains  up  for  sale,  in- 
ised  promotional  spending  and 
hed  prices  across  the  board.  Re- 
::  Sales  increased  15%,  but,  since 
hing  in  life  is  free,  now  it  became 
e  for  the  profits  to  vanish,  as  oper- 
ig  margins  shrank  more  than  four 
percentage  points,  to  1.9%. 
roldberg  is  convinced  he  can  get 
ilees  back  on  track  but  is  vague 
:n  it  comes  to  how.  "We'll  be  do- 
it by  trial  and  error,"  he  says, 
licting  that  as  sales  momentum 
cs  up,  profits  will  improve.  Of 
rse,  one  idea  he  doesn't  have  to 
i  around  with  anymore  is  trying  to 
/e  upmarket  and  become  a  depart- 
it  store,  when  all  his  customers 
it  is  good  value.  "We  will  never  be 
competitive  again,"  Goldberg 
rs.  Too  bad  he  had  to  learn  that 
on  the  hard  way.  ■ 
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Some  exchange-listed  bonds  haven  t  trad- 
ed on  the  exchange  in  months.  That's  bad  if 
you  have  to  sell  right  away.  But  for  those 
who  wait,  there  are  some  bargains. 


Patience 
rewarded 


By  David  Henry 


Robert  Holt,  a  former  securi- 
ties broker  and  author  of  a 
guide  on  corporate  bonds, 
reads  the  daily  bond  listings  back- 
ward, starting  with  Wilson  Sporting 
Goods  on  the  American  Exchange.  He 
seldom  gets  to  the  first  half  of  the 
alphabet  of  New  York  Exchange-list- 
ed issues,  much  less  to  AT&T. 

"I  figure  most  people  start  with  the 
A's,  so  there's  less  competition  for 
what  I  want  to  buy,"  says  Holt. 

Sounds  silly,  but  Holt's  approach 
would  be  wrong  only  in  highly  liquid 
markets  with  plenty  of  buyers  and 
sellers.  That's  not  an  accurate  de- 
scription of  exchange  trading  in  cor- 
porate bonds.  Each  day  two-thirds  of 
the  3,000  or  so  issues  on  the  NYSE's 
bond  board  don't  trade  at  all.  On  one 
recent  day  the  total  bond  volume  was 
$42  million,  less  than  the  action  in  a 
single  stock  like  Du  Pont. 

What  does  this  mean  to  individual 
investors  who  buy  bonds?  Two 
things.  One,  the  prices  reported  in  the 
paper  may  have  little  relation  to  a 
bond's  value.  Two,  the  thin  market 
leaves  a  wide  and  hazardous  gulf  be- 
tween bid  and  ask  prices.  It  probably 
doesn't  pay  to  trade  unless,  like  Rob- 
ert Holt,  you  can  assess  a  bond's  qual- 
ity and  compare  yields  on  many  other 
issues.  That's  not  easy  in  today's  vola- 
tile bond  market. 

Unlike  stocks,  bonds  on  the  Big 
Board  don't  trade  on  a  floor  bustling 
with  marketmakers.  The  NYSE  uses  a 
computer  version  of  pigeonholes  to 
trade  bonds.  Bids  to  buy  and  offers  to 
sell  are  filed  via  terminals  situated 
around  the  country.  When  the  com- 
puter finds  a  match  in  a  pigeonhole,  it 
executes  a  trade. 

Look  at  a  newspaper  reporting  daily 
volume  in  individual  bonds  and  you'll 


see  lots  of  single-digit  entries.  The 
digits  don't  represent  hundreds.  In 
fact,  a  typical  trade  on  the  NYSE's 
bond  board  is  only  14  bonds,  i.e., 
$14,000  face  amount.  The  real  action 
is  off  the  exchange — trading  by  tele- 
phone on  behalf  of  institutional  in- 
vestors dealing  in  round  lots  of  at 
least  250  bonds,  more  often  1,000  to 
5,000.  The  exchange  and  institutional 
markets  behave  independently,  with 


batch  of  the  bonds  would  also  ha\| 
done  well  to  take  the  bid.  More  con) 
monly,  the  retail  bid  is  below  the  ui 
stairs  price,  and  the  retail  ask  abov< 
Bid-ask  spreads  of  10  points  aren't  uri 
common.  In  short,  small  investol 
can  get  hit  coming  and  going. 

But  where  there  is  danger  there  j 
opportunity,  at  least  for  people  lik 
Holt.  A  year  ago  he  saw  Mite  Cort 
10s  of  1997  on  the  American  E)i 
change  at  79Vi,  a  13.45%  yield  to  ma 
turity.  The  Mite  bonds  weren't  ratec 
but  Holt  found  that  the  company  ha 
become  a  subsidiary  of  Emhart  Corp 
a  healthy  company  with  its  owi 
bonds  rated  A.  The  Mite  yield  wa 
about  1.5  percentage  points  highe 
than  more  actively  traded  A-rate 
bonds.  Holt  thought  the  recent  selle 
might  have  more  to  unload  an 
snagged  21  of  the  bonds. 

In  December  he  noticed  a  Publi 
Service  of  Indiana  issue,  the  8%s  c 
2007,  trading  to  yield  0.5  percentag 
points  more  than  other  bonds  issue 
by  the  same  utility.  Finding  nothin 
to  explain  the  discrepancy,  Holt  sui 
mised  that  the  bond  wasn't  activ 
enough  to  have  adjusted.  Why  di 
someone  give  him  the  higher  yield 
"It  could  have  been  someone  sellin 


What's  a  bond  worth? 


These  recent  prices  show  that  the  answer  depends.  Are  you  trading  a 
few  bonds  on  an  exchange  or  thousands  over-the-counter? 


S&P's     — Exchange  prices —    Institutional  prices 


Company 

Coupon 

Maturity 

rating 

bid 

ask 

bid 

ask 

Amer  Hosp  Supply 

77/s% 

2007 

BBB  + 

81.63 

91.00 

79.92 

80.64 

Consumers  Power 

9% 

2006 

BB 

9  5 

95.25 

94.13 

95.33 

General  Motors 

8  V, 

2005 

AA  + 

97.00 

99.00 

99  74 

101.15 

Marathon  Oil 

8'/2 

2006 

BBB 

87.38 

88.75 

85.12 

86.63 

Phillips  Petroleum 

8% 

2000 

BBB 

86.00 

88.63 

84.41 

85.69 

prices  sometimes  differing  several 
points  between  them. 

These  thin  markets  can  mean  trou- 
ble for  the  unaware.  For  example,  sup- 
pose you  want  to  buy  American  Hos- 
pital Supply  7%s  of  2007.  The  highest 
bid  in  the  pigeonhole  recently  was 
8iy8  ($862.50  per  $1,000  of  face  val- 
ue), for  25  bonds.  The  ask  was  a  gap- 
ing 9%  points  away  at  91. 

Who  was  getting  shortchanged,  the 
retail  buyer  or  the  retail  seller?  In  this 
case,  the  buyer.  At  the  time,  the 
American  Hospital  bonds  were  trad- 
ing upstairs  in  a  narrow  spread  on 
either  side  of  80.  Indeed,  an  institu- 
tional trader  could  have  taken  advan- 
tage of  the  errant  retail  bid  to  unload 
$25,000  worth  at  a  favorable  price.  An 
individual  desiring  to  unload  a  small 


for  tax  purposes,"  he  says.  Or  mayb 
the  seller  wanted  to  liquidate  an  « 
tate  and  foolishly  put  in  a  "market 
order,  letting  the  bonds  go  at  whate\ 
er  price  was  being  bid. 

Holt  will  usually  leave  bids  in  th 
computer's  pigeonholes  for  only  a  da 
or  two,  and  only  after  he's  seen  a  sig 
in  the  market  of  an  anxious  sellei 
Some  of  his  former  clients  are  mor 
aggressive,  sprinkling  the  exchang 
with  bids  about  5  points  below  th 
last  trade  on  a  dozen  or  so  issue; 
They  leave  their  traps  for  a  couple  c 
weeks  to  see  whom  they  can  catch. 

But  Holt  says  this  strategy  require 
constant  attention,  which  can  seldorj 
be  left  to  a  broker.  Forget  a  trap  whil 
interest  rates  shift  against  you,  an 
you  become  the  catch.  ■ 


s: 
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Special  Advertising  Supplement 


~>el  Weiner 


lay  14, 1986,  Israel  cele- 
s  her  38th  birthday.  With 
ion  virtually  eliminated, 
ade  gap  closing  steadily 
oreign  investment  on  the 
ring,  the  country  stands 
id  for  accelerated  eco- 
c  growth  and  offers  a 
i  range  of  commercial 
irtunities.  Now,  with  the 
U.S. -Israel  Free  Trade 
in  operation,  business- 
everywhere  should  take 
ser  look.  

ast  year,  Houston  investor  Gilbert 
er  was  invited  to  join  two  fellow 
>  in  financing  a  new  trading 
that  would  specialize  in  exports 
irael  to  the  American  southwest, 
ortly  after  saying  yes,  he  learned 
s  prospective  partners  were  drop- 
ut. 

er  studied  the  proposal  once 
md  then  decided  to  go  ahead  and 
he  venture  on  his  own.  The  result: 
Israel  Marketing  Co.  Inc.,  which 
d  its  doors  in  September  1985 
!fices  in  Houston  and  Tel  Aviv, 
iw  the  chance  of  getting  in  on  the 
j  floor  of  what  I  perceive  to  be  a 
jusiness  opportunity,"  recalls 
chairman  of  Houston-based 
iates  in  Financial  Planning  Inc. 
managing  executive  of  Integrated 
irces  Equity  Corp.,  a  $700-million 
brk  Stock  Exchange  company 
1,500  member  broker-dealer 
rk  across  the  U.S.  "The  idea  is  to 
sionally  market  excellent  Israeli 
;ts  with  high  acceptability  in  the 
can  consumer  and  industrial  sec- 
ood  delivery  and  competitive 

le  short  time  since  Texas  Israel 
ting  got  under  way,  the  company 
talked  up  an  impressive  list  of 
icts  in  which  it  places  orders  with 
manufacturers,  then  delivers  the 
to  customers  which  it  has  signed 
U.S.  One  recent  example:  60,000 
itional  physics  sets  which  will  be 
nder  private  label  in  many  of 
Corp.'s  7,000  North  American 
Shack  outlets  during  the  forth- 
g  Christmas  shopping  spree, 
e  total  retail  value  of  this  deal 
e  than  $1  million,"  says  Radio 
c  president  Bernard  S.  Appel, 
j  company's  worldwide  sales  now 
ach  $3  billion.  "The  item  fits  in 
ith  our  existing  line  of  science 
nd  we  expect  it  to  be  quite 
ssful. 

lis  will  be  just  one  of  about  3,000 
cts  we  import  annually,  mainly 
he  Far  East,"  Appel  continues, 
t's  given  me  the  enthusiasm  of 


NEW  BASE 
FOR  WORLD  TRADE 


feeling  that  we  can  come  up  with  other 
affordable  products,  including  con- 
sumer electronics,  that  are  based  on 
Israeli  ingenuity  and  that  can  be  sold 
profitably  by  the  manufacturer  and  com- 
petitively by  Radio  Shack.  It's  certainly 
worth  finding  out." 

SHARED  OUTLOOK  

More  and  more,  this  outlook  is  being 
shared  by  businessmen  throughout 
America  who  are  increasingly  aware  that 
Israel's  reputation  for  innovative  and 
quality  production  is  being  buttressed  by 
a  determined  drive  to  upgrade  the 
marketing  side  of  the  export  chain. 
Shaped  in  part  by  the  country's  economic 
needs  but  also  fostered  by  a  new  U.S.- 
Israel trade  pact,  this  effort  is  rapidly 
opening  up  a  broad  spectrum  of  mutually 
profitable  commercial  relations. 

On  the  trade  side,  business  opportu- 
nities are  big  indeed.  Notwithstanding 
its  small  population  of  just  over  four  mil- 
lion, Israel's  yearly  exports  and  imports 
of  goods  alone  now  amount  to  slightly 
more  than  $6  billion  and  $8  billion,  re- 
spectively. When  services  are  added, 
these  figures  almost  double. 

The  U.S.  and  Israel  have  long  been 
important  trading  partners.  Measured 
in  dollar  terms  since  1970,  America  has 
consistently  been  the  largest  single  pur- 
chaser of  Israel's  exports  and  its  big- 
gest supplier,  although  the  member 
nations  of  the  European  Economic 
Community  collectively  have  generally 
accounted  for  greater  two-way  busi- 
ness. In  recent  years,  however,  the 
historic  bilateral  connection  has 
intensified.  Thus,  while  the  Common 


Israel  Discount  Bank  of  New  York 
511  Fifth  Avenue,  New  York,  NY  10017 


Market  countries  together  took  33%  of 
Israel's  overall  exports  in  1984  and  the 
U.S.  absorbed  28%,  these  figures 
changed  to  31  %  (EEC)  and  33%  (U.S.) 
in  1985.  Forecasts  for  1986  indicate  a 
similar  trend. 

One  factor  in  this  development,  of 
course,  has  been  the  decline  in  the 
strength  of  European  currencies.  But 
another  has  been  the  preliminary  effect 
of  the  U.S.-lsrael  Free  Trade  Area 
Agreement,  which  went  into  operation 
in  September  last  year. 

BARRIERS  DOWN  

The  FTA  Agreement  eliminates  virtually 
all  duties  and  other  restrictive  regula- 
tions of  commerce  between  the  U.S. 
and  Israel  over  a  ten-year  span. 

With  a  Preamble,  23  Articles,  4 
Annexes  and  a  Declaration,  the  treaty 
is  a  comprehensive  document  that 
requires  careful  study.  One  thorough  but 
practical  review  is  the  User's  Guide  to  the 
U.S.-lsrael  Free  Trade  Area  Agreement, 
just  published  by  the  Israel-America 
Chamber  of  Commerce  &  Industry  (35 
Shaul  Hamelech  Blvd.,  64927  Tel  Aviv). 
To  highlight  advantages  of  the  FTA,  the 
Chamber  is  organizing  Israel-America 
Trade  Week  at  the  Tel  Aviv  Hilton  from 
November  16-23, 1986. 

Today,  as  a  result  of  its  FTAs  with 
the  EEC  and  the  U.S.,  Israel  is  in  the 
unique  position  of  being  the  only  coun- 
try whose  exporters  enjoy  duty-free  ac- 
cess to  the  two  biggest  markets  in  the 
developed  world,  totaling  over  half  a  bil- 
lion people.  This  fact  has  increased  the 
country's  attractiveness  as  an  offshore 
location  for  American  and  European 
manufacturers. 

NEW  STATUS  

"Israel's  new  status  as  a  bridge  between 
the  U.S.  and  the  common  market  will 
attract  investment  from  both  these 
areas  as  well  as  from  countries  wanting 
to  trade  with  either  of  them,"  says 
Max  Livnat,  deputy  director-general  of 
the  Ministry  of  Industry  and  Trade  and 
head  of  its  Foreign  Trade  Administration. 
"With  only  35%  of  a  product's  appraised 
value  having  to  be  added  by  the 
exporting  country  under  the  FTA's  rules 
of  origin,  European  and  third-country 
manufacturers  will  be  carefully  exam- 
ining the  possibility  of  overcoming  hefty 
American  barriers  by  establishing 
production  or  industrial  research  and 
development  facilities  in  Israel.  At  the 
same  time,  Israel  is  in  a  position  to 
boost  U.S.  exports  to  Europe  through 
similar  facilities  here. 

Currently,  more  than  150  foreign  com- 
panies are  engaged  in  R&D  and  manu- 
facturing-for-export  in  Israel.  The  most 
famous  names  include  Intel,  National 
Semiconductor,  Motorola,  Travenol, 
Witco  Chemicals,  American  Electronic 
Laboratories,  GTE,  Rapid  American 
and  General  Instruments. 
Continues  on  page  5 


Fulfilling  the  requirements  of  the  world's 
most  demanding  airforce  —  RADA  pushes 
the  frontiers  of  technology  in  the  most 
sophisticated  fields: 

•  Avionics  and  Airborne  Computers 

•  Intelligent  Test  Stations  for  combat  aircraft 

•  Military  Computers  and  Peripherals 

RADA  -  in  touch  with  the  future. 

RADA  ELECTRONIC  INDUSTRIES 

444  Madison  Avenue,  26th  Floor,  New  Vork,  NY  10022 
Tel:  (212)688-7430  Tlx:  6714387  RADA  El 
Fax: (212)688-7511 


by  RADA 
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A  PROFILE  OF  THE  COMPANIES 


COMPANY 
NAME 


SUBSIDIARY 
OF 


LISTED 
ON 


PRODUCT 
LINE 


American  Israeli 
Paper  Mills  Ltd. 

Africa  Israel 
Investments  Ltd. 


Bank  Leumi  Le- 
IsraelB.M. 


Elite  Israel  Choco- 
late &  Sweets  Man- 
ufacturing Co.  Ltd. 


Elta  Electronics 
Industries  Ltd. 


Elron  Electronics 
Industries  Ltd. 


Industrial  Develop- 
ment Bank  of  Israel 
Ltd. 

Israel  Discount  Bank 
of  New  York 


Bank  Leumi  Le- 
IsraelB.M. 


Jewish  Colonial 
Trust 


Israel  Aircraft 
Industries  Ltd. 


Israel  Discount 
Bank  Ltd. 


American  Stock  Exchange, 
N  Y.  Since  1959 

Tel-Aviv  Stock  Exchange 


Tel-Aviv  Stock  Exchange 
(Bank  Leumi  (UK)  pic.  is 
listed  on  the  Stock  Exchange 
London. 


Tel-Aviv  Stock-OTC 


Israeli  Stock  Exchange: 
Shares  Not  Tradeable;  Shares 
of  Subsidiary  "ELTAMOP" 
Traded  on  Israeli  Stock 
Exchange 

Tel-Aviv  Stock  Exchange  &  on 
OTC  Market  in  the  U.S.- 
NASDAQ symbol  ELRNF 


Tel-Aviv  Stock  Exchange  & 
Registered  with  the  U.S.  SEC 


Tel-Aviv  Stock  Exchange. 
IDB's  shares  are  traded  in 
form  of  American  Deposi- 
tary Receipts,  in  the  OTC 
Market  in  the  U.S. 


Paper  &  Paper  Board;  Paper  Product 
&  Packaging 

Land  Developing,  Construction,  Hole 
of  Income  Producing  Properties, 
Tourism 

Commercial  Bank 


Chocolate  Bars,  Candy  Bars.  Wafers, 
Candies,  Christmas  and  Easter  Novel 
ties,  Chocolate  Coins,  Tehina,  Haiva. 
Coffee 

Military  Electronics,  Design  &  Produc 
tion  of  including  Radar,  EW,  Commur 
tions,  Computers,  Signal  Processing 
Advanced  Technologies 


Computer  Based  Technologies,  Devel 
ment,  Manufacturing  &  Marketing  of 
phisticated  Systems  &  Products  in  th 
areas  of  Defense  Electronics,  Diagna 
Medical  Imaging,  Automation  of  Man 
facturing  Processes  &  Communicatio 
for  Worldwide  Markets 

Investment  Financing  Bank 


Domestic  &  International  Personal  & 
Commercial  Banking  Services 


ISCAR 

Made  history  by  introducing 
the  Self-Grip©  cut  off  system 

The  Stopper 
F  Type* 


The  history 

1976 

W 

GTN 
Regular 

•Patented  ' Patent  Pending 


1980 

IP 

GTN-W 
Double 
Chipformer 


1983 

GFN 
Regular 
with  Stopper 


Israel 

ISCAR  LTD 
Tel  4  924242 
United  States 

ISCAR  METALS  INC 
Tel  201  8501802 
ISCAR  SW.  INC 
Tel  817  4651838 
Canada 

ISCAR  TOOLS  INC 
Tel  416  827  7810 
West  Germany 

ISCAR  HARTMETALL 
GMBH 

Tel  72439295 
United  Kingdom 

ISCAR  TOOLS  LTD 
Tel  21  550  9257 
South  Africa 
ISCAR  SA  (Pty)  LTD 
Tel  11  974  7291 
Italy 

ISCAR  ITALIA  SRL 
Tel  11  900  2151 
France 

ISCAR  FRANCE  SARL 
Tel  1 3  062  08  83 
Switzerland 

ISCAR  HARTMETALL 
AG 

Tel  54  215  321 

1985 


% 

GFN-W 
Double 
Chipformer 
with  Stopper 


Treatment 
in  the 
magic  water 
of  Tiberias 
Hot  Spring* 

can  be  a  res 
pleasure. 


Tiberias  Hot  Springs 

International  Health 
and  Recreation  Center 

P. O.B.  22,  Tiberias  1 41 OO.  Israi 
Tel:  067-91 967  Tlx:  6674 
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(All  figures  shown  in  U.S.  Dollars;  M  =  000,000's) 


C.E.O. 


EMPLOYEES 


TOTAL  SALES/ 
ASSETS 


TOTAL 
EXPORTS 


MAJOR 
MARKETS 


ier 
i 

jrofman 
g  Director 


Japhet, 


isevics 
g  Director 


Levy 

g  Director 


I 

i&CEO 


?an,  Chairman 
Managing 

Recanati 
l 


2,150  $121.2  M 

650  $30  M 

14,000  Exceeding  $20  Billion* 

2,700  $110  M 

2,500  $160  M 


$1.5  M 


4,200 


$320  M 


$20,000 


$90  M 


$200  M 


Israel,  North  America,  Europe 
Israel,  Africa 


Bank  Leumi  Operates  70  Subsidi- 
aries, Branches  &  Offices: 
U.S.A.:  New  York,  LA,  Chicago, 
Philadelphia,  Miami 
Europe:  London,  Zurich,  Paris 

U.S.A.,  Canada,  Australia, 
England,  France,  Japan 


More  Than  30  Countries 


Europe,  North  &  South  America, 
The  Far  East 


132 


520 


$867  M* 


US  $3.7  Billion* 


Continues  on  pages  6  and  7 


\KES  INGENUITY  TO  FUEL  INDUSTRY, 

\KES  ENERGY,  EXPERTISE  AND  TECHNOLOGICAL  KNOW-HOW, 


re  Israel's  leading  energy  supplier  with  a  proven  track  record  of  success  in 
hasing,  shipping,  testing,  storing,  manufacturing  and  selling  of  petroleum 
>etroleum-related  products  at  home  and  abroad.  Our  Interational  Trade 
ion  offers  business  opportunities  in  either  turnkey  or  joint  venture 
ages  which  encompass:  assessing  of  new  projects;  creating  new  spin-off 
5tries;  expanding  and  exploring  newenergy  fields.  Packages  include  the 
3  range  of  services  from  feasibility  studies,  planning  and  engineering 
jgh  to  personnel  training,  on-sitesupervision,  construction  of  plants, 
geand  marketing  facilities. 

iformation,  please  contact  ^ 
aayan 

dinatorfor  International  Trade 


Oil  Co.  Ltd. 

1 434,  Haifa,  31003  Israel 
phone:  (04)  524840, 537640 
x:  46810  PAZHA IL  Fax:  567205 


GAEL'S  LEADING  ENERGY  COMPANY 


In  Israel- 
land  of  the  people 
of  the  book- 
American  Israeli 
Paper  Mills 
provides  50% 
of  the  paper. 


Paper  —  the  vital  embodiment 
of  civilization.  Backbone  of 
science  and  technology. 
Lifeblood  of  communications 
and  trade. 


Since  1953,  American  Israeli 
Paper  Mills  has  been  Israel's 
largest  manufacturer  and 
exporter  of  paper,  paper  goods, 
packaging  and  associated 
services  for  home,  commerce 
and  industry.  Serving  the  public 
faithfully,  with  a  comprehensive 
range  of  products  from  printing 
papers  to  packaging  cartons, 
from  fine  stationery  to 
household  paper  products,  from 
special  papers  to  newsprint. 

But  our  name  means  much 
more  than  paper.  Research 
and  development.  Quality 
assurance  and  control. 
Expansion  investment  and  a 
prime  interest  in  export.  A 
high  international  standard  in 
every  aspect  of  our  operation. 

d^TE  American  Israeli 

Paper  Mills  ~ 
where  good  ideas  lM 
are  made  on  paper. 


American  Israeli  Paper  Mills  Ltd. 
P.O.B.  142,  Industrial  Zone, 
Hadera  38101,  Israel. 

Tel:  (063)  33666,  32458. 
Telex:  46308, 46265. 
Fax: (063) 33674. 
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Etta  Electronics 

The  Innovative  Response 
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THE  PRESIDENT  SPEAKS 


Extracts  of  an 
interview  with 
Eli  Hurvitz, 
president  of 
the  Manufac- 
turers Associ- 
ation of  Israel 
and  president 
of  Teva  Phar- 
maceutical 
Industries  Ltd. 


Eli  Hurvitz 


•  Despite  Israel's  economic  problems 
and  its  relative  small  size,  Israel  imports 
annually  about  $15,000  million  dollars 
in  goods  and  services,  and  will  probably 
continue  to  do  so.  Many  American  com- 
panies have  found  Israel  to  be  a  stable 
and  profitable  market. 

•  Israel  has  a  developed  technologi- 
cal and  financial  infrastructure  coupled 
with  an  attractive  body  of  laws  for  the 
encouragement  of  capital  investment 
which  grants  foreign  investments  in 
industry  significant  advantages. 

•  The  reality  of  Israel  is  one  of  a  lack 
of  natural  resources,  which  means  that 
imports  are  an  essential  feature  of  the 
Israeli  economy.  To  pay  for  imports  one 
must  earn  foreign  currency  through  ex- 


ports. It  is  thus  that  trade  is  an  essen 
fact  of  Israel's  life. 

•  The  major  outcome  of  the  goven 
ment's  economic  program  has  been 
curbing  of  inflation.  For  the  past  few 
months  the  monthly  inflation  rate  hai 
been  below  1.5%,  as  compared  to 
double  digit  monthly  inflation  rates  ir 
last  two  years.  Furthermore,  this  has 
been  done  with  little  disruption  to  the 
Balance  of  Payments  and  no  major  i 
crease  in  unemployment.  Stability  ai 
lower  inflation  rates  have  also  been  t 
major  benefits  derived  by  industry.  T 
has  reduced  uncertainty  and  allowe< 
industry  to  concentrate  less  on  keep 
up  with  inflation  and  more  on  doing 
what  it  does  best -producing. 

•  Israel's  comparative  advantage 
in  its  flexibility  and  capacity  to  adjusl 
the  economic  developments  that  aff< 
it.  Israeli  industry  has  also  learned  tc 
adjust  rapidly  and  effectively,  and  to 
this  it  has  had  to  have  great  ingenuit 
This  ingenuity  has  allowed  industry  1 
compete  in  those  niches  open  to  it.  1 
day  Israel  has  succeeded  in  produci 
many  goods  of  the  highest  quality,  w 
a  relatively  low  investment  compare*, 
what  is  usual  in  the  world. 

•  The  relative  scarcity  of  capital  r€ 
sources  in  Israel  allows  foreign  inves 
tors  to  find  relatively  cheap  investme 
in  advanced  technology  fields. 


To  Achieve. 

Israel  Discount  Bank  of  New  York  was  founded  on  the 
belief  that  sound  banking  practices,  coupled  with  a  deep 
commitment  to  our  clients'  needs  and  interests,  would 
enable  us  to  achieve  a  place  as  a  leading  international  bank. 

Today,  IDB  of  New  York... with  over  $3.5  billion  in 
assets ...  ranks  among  America's  100  largest  banks.  As  a 
New  York  State  chartered  commercial  bank  and  a  member 
of  the  FDIC.  we  number  among  our  clients  many  of  America's 
large  multinational  as  well  as  middle-market  companies. 

We  can  expedite  and  finance  business  transactions 
throughout  the  free  world,  utilizing  our  resources,  experi- 
ence and  global  network. 


In  our  history  of  defense,  the  art  of  the 
unconventional,  innovative  response  dates 
back  a  long  way. 

■  RADAR  ■  EW  ■  SIGINT  ■  COMPUTERS 
■  COMMUNICATIONS 
■  SIGNAL  PROCESSING 


ELTA  Electronics  Industries  Ltd 

Ashdod,  Israel:  Tel:  (55)30333. 
New  York:  Tel:  (212)620-4410. 
Brussels:  Tel:  (2)5131455. 


Ill) 


We  strive  to  excel  at  everything  we  do. 

Israel  Discount  Bank  of  New  York 

Subsidiary  of  Israel  Discount  Bank  Limited 

511  Fifth  Avenue,  New  York.  N.Y  10017 
Telephone:  (212)  551-8500 


A  NEW  YORK  STATE  CHARTERED  BANK  WITH  ASSETS  IN  EXCESS  OF  $3.5  BILLION 

MEMBER  FDIC 
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jed  from  page  1 

ere  are  real  advantages  to  inves- 
Israel,  mainly  in  high-tech,"  says 
3  Shamir,  chairman  of  the  Foreign 
ors  Organization  in  Israel  and 
3f  Vishay  Israel  Ltd.,  a  subsidiary 
msylvania-based  Vishay  Inter- 
Dlogy  Inc.  "One  is  the  availability 
lly  skilled  personnel-technicians, 
sers  and  scientists.  Another  is  the 
ge  of  incentives.  This  includes 
il  tax  concessions  whereby  a  tax 
f  10%  is  levied  for  a  ten-year  per- 
len  the  foreign  investment  compo- 
i  a  venture  is  at  least  90%.  Israel 
as  a  lower  cost  of  labor,  especially 
production  line,  when  compared 
U.S.  and  the  main  European 
ies." 


FINANCE  

element  of  the  incentives  scheme 
-sharing  of  industrial  R&D. 
gh  the  Office  of  the  Chief 
:ist  in  the  Ministry  of  Industry  and 
Israel  provides  50%  of  the  costs 
roved  export-oriented  R&D  pro- 
i  aimed  at  producing  innovative 
:ts,  systems  or  processes.  The 
rt  is  repaid  if  the  effort  leads  to 
mercial  success;  otherwise  it 
ies  an  outright  grant.  OCS  as- 
ce  in  the  form  of  loans  is  also 
bleto  U.S.  limited  partnerships 
ished  to  finance  R&D  in  Israel  yet 
t  from  American  IRS  tax  credits, 
ituted  in  1968,  the  OCS  has  been 
Dortant  factor  in  one  of  Israel's 
outstanding  achievements-the 
sophistication  of  industrial  output 
point  where  almost  50%  of  manu- 
ed  exports  is  categorized  as 
how  intensive  or  science-based 
schnology.  The  fields  include 
cs,  communications,  CAD/CAM, 
:al  electronics,  lasers,  robotics, 
ic  engineering,  fine  chemicals 
larmaceuticals,  solar  energy 
grotechnology. 
;e  1977,  another  vehicle  has 
BIRD-the  U.S.-lsrael  Binational 
trial  Research  and  Development 
iation.  Endowed  with  $110  million 
ed  equally  by  the  two  govern- 
»,  BIRD  cost-shares,  typically 
,  with  each  partner  in  a  U.S.  corn- 
Israel  company  team  that  seeks  to 
3p  and  commercialize  any  innova- 
jndefense  technical  product  or 
ss.  Returns  on  this  investment, 
3  a  modest  maximum,  come  in  the 
)f  royalties  on  commercial  reve- 
generated  as  a  direct  result  of  the 
:t.  U.S.  subsidiaries  or  joint  ven- 
in  Israel  can  qualify  for  BIRD  as- 
ice,  even  when  the  other  partner 
binational  company  team  is  the 
ican  parent  firm. 

3IRD's  120  project  starts  to  date, 
ve  led  to  initial  sales  at  least ,  and 


the  organization  estimates  that  between 
50%  and  60%  of  all  supported  pro- 
grams will  be  successful.  "By  the  end  of 
1986,  the  accumulated  sales  of  BIRD 
products  will  reach  $230  million,"  re- 
ports the  Foundation's  executive  direc- 
tor, Dr.  A.I.  Mlavsky,  formerly  executive 
vice-president  of  Mobil  Tyco  Solar  En- 
ergy Corp.  in  Waltham,  Mass.  Not  sur- 
prisingly, then,  BIRD  has  served  as  a 
model  for  similar  ventures  established 
by  the  U.S.  government  with  two  other 
countries  and  proposed  for  an  addi- 
tional 36. 

The  success  of  BIRD  has  also  in- 
spired Israel  to  set  up  joint  industrial 
R&D  funding  organizations  with  other 
countries,  including  France  and  Hol- 


land. In  these  instances,  half  of  the  total 
support  comes  from  the  OCS  in  Israel 
and  the  remainder  from  the  relevant 
body  in  the  country.  Discussions  are 
now  under  way  to  increase  the  number 
of  such  bilateral  agencies.  "We  will  give 
our  utmost  encouragement  to  all  inter- 
national cooperation  which  is  likely  to 
lead  to  an  expansion  of  Israel's  exports 
and  industrial  production,"  says  Chief 
Scientist  Yigal  Erlich. 

BASE  FOR  BUSINESS  

When  combined  with  Israel's  U.S.  and 
Common  Market  FTA's,  these  R&D  sup- 
port programs  reinforce  the  country's 
role  as  a  strategic  base  for  fostering 
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When 
you're  investing 

in  a  small  country 

look  for  a 

BIG 

PARTNER 

Koor  Industries:  ■  Israel's  largest  industrial  complex  ■  Israel's  only  representative  on 
Fortune's  500  —  192nd  largest  industrial  outside  the  U.S.  ■  encompassing  over 
280  manufacturing,  trade  &  financial  companies  ■  with  marketing  outlets, 
subsidiaries  &  going  projects  worldwide  ■  a  partner  with  resources,  experience  &  the 
country's  best  motivated  work  force  ■  a  leader  in  the  nation's  thrust  into  high 
technology  ■  foremost  in  its  commitment  to  the  young  country's  national,  social  & 
economic  goals. 

Koor,  a  &2  billion  company  in  electronics,  chemicals,  metals,  food,  consumer  goods, 
telecommunications,  non-metal  minerals  &  more. 
The  preferred  partner  of  international  concerns. 
Koor  knows  its  way  around  —  in  a  small  country  &  in  the  big  world. 
Let  us  show  you  why  it  makes  sense  to  talk  joint  venture  with  Koor. 

For  more  information,  please  write  to: 
The  President's  Office.  Koor  Industries  Ltd.,  8  Shaul  Hamelekh  Blvd.  Tel  Aviv,  Israel. 

KOOR 
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A  PROFILE  OF  THE  COMPANIES 
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FOR  FURTHER  INFORMATION 
ON  ANY  OF  THE 
ADVERTISED  COMPANIES, 
PLEASE  USE  THE  BUSINESS 
REPLY  CARD. 

FOR  FREE  INFORMATION 
ON  ANY  ISRAELI  COMPANY, 
BRANCH,  TECHNOLOGY  OR 
SERVICE,  WRITE  TO 

"PRO-FILE", 
ISRAEL'S  CENTRAL 
INFORMATION  SERVICE, 
7  Aharonson  Street 
Tel  Aviv  65312,  Israel 


COMPANY 
NAME 


SUBSIDIARY 
OF 


LISTED 
ON 


Iscar  Ltd. 


Koor  Industries  Ltd. 


Motorola  Israel  Ltd.      Motorola  Inc. 

(U.S.A.) 


Paz  Oil  Company 
Limited 


Paz  Properties 
(Israel)  Limited 


Rada  Electronic 
Industries  Ltd. 


UMB  Bank  &  Trust 
Company 

"Total  Assets 


NASDAQ  N.Y. 


United  Mizrahi 
Bank  Ltd. 
Tel  Aviv,  Israel 


PRODUCT 
LINE 


Hardmetal  Cutting  Tools 


Steel  &  Metals,  Electronics  &  Telec 
munications,  Mechanics  &  System 
Chemicals  &  Pharmaceuticals,  Rut 
&  Plastics,  Food  &  Consumer  Gooc 
Glass,  Ceramics,  Cement 

Two-Way  Communications  Equipm 
Systems,  Remote  Control  System; 
Radio  Telephone  Systems,  Cellular 
Telephone,  Computerized  comman 
Control  Systems,  for  agriculture 
(irrigation  systems)  industry  and  e 
control  systems;  Military  Electronii 
equipment;  LSI  Design  Center;  Mo 
and  data  communications  product 

Petroleum  Products  including  Fuel 
Lubricants  &  Greases,  Mineral  Soh 
&  Liquid  Petroleum  Gas,  Solvents 
Bitumenous  Products,  Recondition 
of  Steel  Drums.  Sales  Technical 
Advisory  Service  Backed  Up  By  M( 
Well-Equipped  Laboratory;  Marker 
Expertise:  Design,  Erection  &  Rum 
In  of  Petroleum  Products  Manufac 
Facilities  and  Training  of  Operating 
Personnel  for  them. 

Automatic  Test  Equipment  (ATE.) 
Avionics  &  Airborne  Computers, 
MIL-SPEC  Computers  &  Peripheral 

Commercial  Bank 


Forbes 
Magazine, 

sport  to  American  Business 


"MOTOROLA 
ISRAEL'S 
COMMAND AND 
CONTROL 
SYSTEMS  PUT  YOU 
AND  KEEP  YOU  IN 
CONTROL'.' 
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(All  figures  shown  in  U.S.  Dollars;  M  =  000,000's) 

pen  FMPinvFFS         TOTAL  SALES/  TOTAL  MAJOR 

C.E.U.  tWLUYtt!*  ASSETS  EXPORTS  MARKETS 


fieimer,  860  $52  M  $46  M  U.S.A.,  Canada,  Japan,  Western 

&  President  Europe,  Israel,  Australia,  Africa 

theimer,  Chief 
Officer 

u  Gavish,  34,200       NA  NA  North  America,  Israel,  Europe, 

Asia,  Australia,  Africa,  Latin 
America 


ihmoon 


1,572 


$114.4  M 


$45.8  M 


U.S.A.,  Europe,  Africa.  Nigeria, 
Ghana,  Ivory  Coast,  Cameroun 


$886  M 


$1.6  M 


enson 


ausz 


140 


105 


$6M 


Net  Income  for  year 
ended  12.31.85: 
$5,312,860 


$2.5  M 


Israel,  North  &  South  America, 
Europe,  Far  East 

U.S.A. 


The  MIR  2000  and  MIR  3000 
Computerized  Irrigation  Control 
Systems  save  water,  fertilizer  and 
energy  while  increasing  yield. 

The  INTRAC  2000 Alarm  and 
Control  System  gives  your  sites 
complete  control  and  protection  - 
even  if  they  are  miles  away. 

For  more  information  contact: 

Motorola  Israel 

WKremenetzkySt. 

Tel-Aviv 167899  Israel 

Tel.  972-3-388388,  Tlx:  341674. 


MOTOROLA  ISRAEL  LTD. 


RON  OFFERS  THE  ADVANTAGES 
\  POWERFUL  ORGANIZATION 
/IBINED  WITH  AN 
REPRENEURIAL  APPROACH  TO 
H-TECH  BUSINESS" 


Electronic  Industries  Ltd.,  is  a  diversified  high  technology 
;  company  that  operates  through  subsidiaries  and  affiliates, 
if  its  related  companies  is  focused  in  a  well  defined  market 
it. 

;r  it  is  devising  tomorrow's  complex  electronic  warfare  solu- 
>r  nurturing  artificial  intelligence  projects  to  fruition,  Elron  has 
)f  making  high-tech  industries  thrive. 

inpointing  promising  ideas  and  encouraging  the  people  behind 
to  financing  start  ups  and  providing  technical  and  managerial 
ce,  Elron's  expertise  in  high-tech  ventures  is  demonstrated  by  a 
ic  and  varied  group  of  progressive  enterprises.  Four  of  our 
nies  are  traded  in  the  U.S.  market: 

omputers  Ltd.  -  engaged  in  the  field  of  computer-based  sys- 
nd  products.  Its  primary  military  products  are  avionic  systems 
apon  delivery  and  navigation,  tank  fire  control  systems  and 
ind  and  control  systems  for  air  ground  and  naval  applications. 

Ltd.  -  engaged  in  and  dedicated  solely  to  diagnostic  medical 
g  systems  and  products,  such  as  computerized  tomography, 
tic  resonance  imaging,  nuclear  medicine,  ultrasound  imaging 
nventional  radiography  and  mamography. 


Fibronics  International  Inc.  -  engaged  in  the  field  of  high  speed 
information  transfer  and  distribution  systems  which  efficiently  inter- 
connect mainframe  computers  to  peripheral  equipment,  primarily  in 
local  area  networks  (LANS). 

Optrotech  Ltd.  -  is  using  its  expertise  in  vision  technology,  electro- 
optics,  lasers  and  artificial  intelligence  in  manufacturing  automated 
inspection  and  imaging  systems  for  the  printed  circuit  board  (PCB) 
industry. 

We  participate  in  three  privately  held  high-technology  companies, 
owned  jointly  with  highly  reputable  U.S.  venture  capital  funds: 

Zoran  Corporation  -  involved  in  VLSI  signal  processing. 

Elcam  Inc.  -  engaged  in  computer  aided  manufacturing. 

Crystal  Technologies  Corp.  -  engaged  in  office  automation. 

We  are  involved  today  in  nurturing  new  projects  and  companies  in: 

-  Artificial  intelligence  applications  for  maintenance  of  computer 
systems  and  training. 

-  Electro-optical  systems  for  inspection  (vision)  in  factory  automation 
such  as  automatic  gauging  system  for  jet  engine  blades  and  others. 

-  A  sophisticated  system  for  a  fast  development  of  dedicated  custom 
integrated  circuits. 

Elron  shares  are  traded  on  the  Tel-Aviv  Stock  Exchange  and  on  the 
Over-the-Counter  market  in  the  U.S.  NASDAQ  symbol  ELRNF. 
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ELECTRONIC  INDUSTRIES  LTD. 

Advanced  Technology  Center 
P.O.B.  1573;  Haifa31015,  Israel 
Tel:  04-520344,  Telex:  46774 
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INDUSTRIALIST, 
MANAGER, 

ENTREPRENEUR 


I. D.B.I.  —  Your  first  stop  when 
considering  an  investment  in  Israel. 

WIDE  RANGE  OF  BANKING  SERVICES  FOR  YOU  IN  ISRAEL. 

•  Information  and  advising  sen/ices  to  the  investors. 

•  Feasibility  Studies. 

•  Long-term  Loans  for  investment  at  attractive  rates. 

•  Government  Grants. 

•  Overseas  Lines  of  Credit  for  import  of  capital 
goods  and  equipment. 

•  Loans  for  Research  and  Development. 

•  Loans  for  overseas  Marketing  Promotion. 

•  Leasing  of  Machinery  &  Equipment. 

•  Equity  Participation  and  financing  by  the  Bank's 
Subsidiary  and  Affiliated  Companies. 

INDUSTRIAL 
DEVELOPMENT  BANK 
OF  ISRAEL  LIMITED 


THE  LEADING  BANK  FOR  DEVELOPMENT  OF  INDUSTRY  IN  ISRAEL 

2  Dafna  Street,  Tel  Aviv64928.  P.O.B.  33580,  Telephone  03-43061 1 ,  Telex:  033-646  Mosta  IL 


You're  a  VIP 
at 
CIMB 

UMB 
j'j  BANK 

and  Trust  Company 

The  Blue  Ribbon  Bank 

630  Fifth  Ave.,  New  York,  NY  10111 
Member  FDIC  (212)  541-8070 
 Branches  

•  5002  13th  Avenue 
Brooklyn,  NY  11219 

•  One  World  Trade  Center 
New  York,  NY  10048 

Estab.  in  1923 

Worldwide  Assets  Exceed  $5  Billion 
A  Subsidiary  of  United  Mizrahi  Bank  Ltd..  Israel 


The  ONLY  Bank  in  New  York 
CLOSED  on  all  JEWISH  HOLIDAYS 


The  Sweet  Side 
Of  Israel 

Candy,  Chocolate, 
Bonbons,  and 
Confectionery  products  - 
available  in  your  market 
area. 

l.A.C-toc.  Suite  5315 

Tdi:  423866 

vorNandy  brand 

SheivvoodFooos 

605Hertfoid^Q- 
ShervvoodFoi^st  n04 

Winston-Saiem, 

TeV  (9l9)768-6587 

Telex  -  806412 

For  Ueber  brand 

Malantacorpotauon 

Sfer 
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multinational  business  ventures.  So, 
too,  does  Israel's  preferential  access  to 
nine  other  industrialized  states:  Austra 
lia,  Austria,  Canada,  Finland,  Japan, 
Norway,  Sweden,  Switzerland  and  New 
Zealand.  Apart  from  certain  exceptions 
specific  to  each  of  these  countries, 
Israeli  industrial  products  listed  under 
tariff  headings  in  chapters  25-29  of  the 
Customs  Cooperation  Council  Nomen- 
clature enjoy  duty-free  entry  or  benefit 
from  10%  to  50%  reductions  below  the 
standard  Most  Favored  Nations  rates. 
A  range  of  preferences  is  also  granted 
to  Israeli  agricultural  products.  Foreign 
subsidiaries  or  joint  ventures  in  Israel 
can  take  advantage  of  all  these  arrang 
ments. 

In  this  sense,  then,  Israel  functions  z 
what  has  been  called  an  "international 
switchyard"  for  goods  and  services.  Bi 
the  appellation  also  applies  in  connec- 
tion with  other  parts  of  the  world.  Durin 
the  first  nine  months  of  1985,  Israel's 
product  exports  to  Central  America  ros 
by  78%,  to  South  America  by  41  %  anc 
to  Asia  by  11  %.  There  are  also  appre- 
ciable sales  to  the  African  continent, 
the  markets  of  Oceania  and  East 
European  countries. 

A  leading  example  of  Israel's  increaj 
ingly  important  role  in  world  trade  is 
Koortrade  Ltd.,  the  country's  largest 
international  and  domestic  marketing 
organization  whose  40  offices  on  six 
continents  will  achieve  total  sales  of 
$760  million  in  1986. 

"Export  remains  our  major  empha- 
sis," says  managing  director  Ami  Aviv. 
"We're  projecting  a  $74  million  increas 
in  exports  in  1986,  to  $342  million."  Of 
this,  47%  will  go  to  North  America,  20( 
to  Europe,  16%  to  Asia/Australia,  11% 
to  Africa  and  6%  to  Latin  America. 


FLEXIBLE  TRADE  

Koortrade  also  plans  on  stepping  up 
barter  or  countertrade  deals.  One  re- 
cent case:  a  $3  million  deal  in  which 
coffee  from  Costa  Rica  was  shipped  tc 
an  English  buyer  in  exchange  for  agro 
chemicals  shipped  from  Israel  to  Cost; 
Rica.  In  another  example,  Tadiran  Ltd. 
Israel's  largest  electronics  company  ar 
a  Koor  subsidiary,  established  a  lithiun 
battery  plant  in  Rumania  in  exchange 
for  raw  materials.  The  deal  was  valued 
at  $3.5  million. 

As  these  examples  indicate,  Israel  i; 
employing  state-of-the-art  business 
strategies  appropriate  to  the  interna- 
tional economic  environment  in  which 
countertrade  and  international  barter 
have  become  essential  financing  and 
marketing  tools.  Well  suited  as  a  base 
for  activities  of  this  kind,  Israel  is  attrac 
ing  more  and  more  foreign  companies 
which  aim  to  take  advantage  of  these 
opportunities. 


dealing  with  currency-short  Clevel- 
and eastern  bloc  countries,  the 
ative  to  countertrade  is  often 
de,"  maintains  Roger  W.  Davis, 
ent  of  Davis  Group,  Financial 
iltants  in  New  York  and  founder- 
ent  of  The  Countertrade  Round- 
the  leading  nonprofit  business  as- 
ion  in  the  field.  "Israeli  companies 
>een  quick  to  realize  this,  and 
jrtrade  is  enabling  them  to  ex- 
heir  exports  and  reach  new  mar- 
Last  year,  Davis  formed  an 
e  firm,  Ariel  International  Trading 
c,  to  promote  and  assist  counter- 
ransactions  among  companies  in 
and  all  parts  of  the  world. 

KING  SERVICES  

er  firm  in  the  countertrade  field 
trade  International  Trade  and 
:ing  Ltd.,  a  subsidiary  of  Bank 
le  Israel.  With  its  establishment 
3,  the  Bank  expanded  even  fur- 
3  wide  range  of  export  services, 
ing  trade  information,  financial 
ntees,  payments  collection,  ex- 
nancing  assistance  and  credit  for 
5.  These  activities  underscore  the 
tant  role  of  Israel's  well-developed 
ig  system  in  fostering  the  coun- 
orldwide  trade  connections. 


mercial,  mortgage,  industrial-  and  agri- 
cultural-development banks.  Today, 
their  activities  embrace  retail  and  corpo- 
rate banking  around  the  world,  invest- 
ment finance  and  venture  capital,  real 
estate  development,  brokerage  and  un- 
derwriting, credit  cards,  provident  funds 
and  trade  promotion.  They  also  have 
substantial  equity  positions  in  a  great 
many  of  Israel's  major  concerns  through- 
out all  sectors  of  the  economy,  a  fact 
which  gives  them  significant  hands-on 
experience  in  establishing  new  business 
ventures  with  local  and  foreign  investors. 


As  the  banks'  activities  in  brokerage 
and  underwriting  suggest,  the  capital 
market  in  Israel  has  become  increas- 
ingly important  for  mobilizing  funds  for 
business  development.  This  is  also  true 
regarding  both  public  and  private  place- 
ments outside  Israel,  especially  in  the 
U.S.  where  upwards  of  20  Israeli  com- 
panies are  listed  on  the  NASDAQ  OTC 
market,  the  American  Stock  Exchange 
and,  in  the  case  of  Elscint  Ltd.,  the  New 
York  Stock  Exchange.  Typically  over- 
subscribed, the  success  of  most  issues 
has  reinforced  the  awareness  of  foreign 
investors  that  Israel  offers  a  comprehen- 
sive range  of  business  opportunities. 


years  ago.  Despite  the  burden  of  a  scar- 
city of  raw  materials,  massive  immigra- 
tion in  a  concentrated  period  of  time  and 
heavy  defense  expenditures,  Israel  has 
emerged  into  a  modern  industrial  state 
which  is  now  counted  amongst  the 
world's  ten  leading  export  nations  on 
a  per  capita  basis,  with  an  extremely 
educated  population  and  an  exception- 
ally skilled  workforce. 

The  cost  of  this  accomplishment  was 
a  chronic  government  deficit  and  high 
inflation.  But  now,  even  these  obstacles 
to  continued  development  and 
economic-independence  are  being 
overcome  as  a  consequence  of  a  con- 
centrated effort  to  reduce  public  spend- 
ing, induce  more  manpower  to  move 
into  export-oriented  industry  and  elimi- 
nate the  wage-price  spiral  that 
began  in  the  mid-1970s. 

Today,  as  Israel  celebrates  her  38th 
birthday,  inflation  has  been  cut  to  a 
virtually  negligible  amount,  the  balance- 
of-payments  deficit  is  improving  con- 
siderably and  peaceful  relations  with 
Egypt  will  hopefully  be  expanded  to 
incorporate  additional  neighbors.  In  this 
context  and  with  the  implications  of  the 
new  U.S.-lsrael  FTA,  foreign  business- 
men can  confidently  anticipate  even 
more  profitable  opportunities  through 
the  Israel  connection.  □ 


Joel  Weiner,  who  wrote  this  special  sec- 
tion, specializes  in  marketing  communi- 
cations, technology  transfer  and 
industrial  development. 


ig  with  Bank  Leumi,  three  other 
Danking  groups  are  dominant  in 
-Bank  Hapoalim,  Israel  Discount 
and  United  Mizrahi  Bank.  All  four 
/ersified  financial  institutions 
own  most  of  the  country's  com- 


TREMENDOUS 

ACHIEVEMENT  

This,  in  turn,  reflects  the  tremendous 
achievement  of  Israel's  economic  devel- 
opment since  independence  almost  40 


ATTRACTING  CAPITAL 


With  more  than  400 
branches  and  offices  on 
5  continents.  Bank 
Leumi  is  Israel's  leading 
financial  group  and  is 
ranked  among  the  100 
largest  banks  in  the  world. 

A  consistent 
commitment  to 
sophisticated  services 
and  advanced 
facilities  enables 
Bank  Leumi  to 
effectively  serve  the 
diversified  needs  o  f 
enterprising  clientele. 

Let  us  show  you  how  a 
financial  group  with  over 
80  years  experience  and 
assets  exceeding  U.  S. 
$20  bill  on  can  benefit  you. 
When  you  need 
professional  banking 
services,  turn  to  Bank 
Leumi.  Worldwide,  we're 
your  connection  to  more 
profitable  business. 


k  leumi  dim1!  pn 


Bank  Leumi 

New  York* 

Toronto 

Strasbourg 
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The  Reichmann  family  has  built  its  real 
estate  fortune  by  financing  assets  out  of 
cash  flow.  A  sensible  tactic — as  long  as  the 
cash  keeps  flowing.  Are  you  listening,  as- 
piring asset pyramiders  out  there? 

When  cash 
flows  slow 


By  Howard  Rudnftsky 


A lot  of  smart  money  has  gone 
into  real  estate  over  the  years 
b  on  the  basis  that  the  buyer  can 
slap  a  big  mortgage  on  the  property 
and  service  the  debt  from  the  proper- 
ty's cash  flow.  The  property  thus  car- 
ries itself  until  prices  rise  and  the 
property  is  refinanced  or  sold.  Lately 
many  entrepreneurs  with  real  estate 
backgrounds  have  been  trying  the 
same  trick  with  corporate  assets. 

The  technique  is  sensible — if  the 
cash  flow  is  stable.  Debtholders,  after 
all,  want  to  get  paid  whether  business 
is  good  or  business  is  terrible.  But 
what  happens  when  the  cash  flow 
isn't  stable,  when  it  slows? 

That  is  the  predicament  members 
of  Canada's  billionaire  Reichmann 
family  now  find  themselves  in. 
Through  Olympia  &  York,  the  private 
company  they  control,  the  Reich- 
manns have  made  a  great  deal  of  mon- 
ey buying  real  estate  at  distressed 
prices,  then  refinancing  and  buying 
more  property  with  the  proceeds 
when  the  market  turns. 

Lately  they  have  broadened  from 
real  estate.  Last  year,  with  a  number 
of  overextended  oil  companies  eager 
to  sell  assets,  the  Reichmanns  bought 
60.2%  of  Gulf  Canada  from  Chevron 
for  about  $2  billion  (all  amounts  in 
U.S.  dollars  at  current  exchange 
rates).  That's  a  lot  of  money,  but  of 
course  it  wasn't  all  Reichmann  cash. 
By  selling  Gulf  Canada  their  stake  in 
Abitibi-Price,  the  forest  products 
company,  and  borrowing  around  $700 
million,  they  had  to  put  up  only  $400 
million,  at  most. 

The  Reichmanns  quickly  boosted 
their  60.2%  stake  to  80%  by  making 
Gulf  Canada  buy  up  minority  shares 
for  cash  and  paper.  Gulf  Canada  itself, 
to  reduce  its  debt,  raised  cash  by  sell- 


Olympia  &  York's  Paul  Reichmann 
Bad  timing  on  oil. 

ing  off  more  than  $1  billion  worth  of 
assets,  among  them  gasoline  stations 
and  refineries. 

Last  year,  with  oil  averaging  around 
$25  per  barrel,  Gulf  Canada's  cash 
flow  from  operations  came  to  around 
$600  million,  more  than  adequate  to 
carry  the  property.  So  far,  so  good. 

But  the  Reichmanns  were  counting 
on  oil  to  go  no  lower  than  $18  per 
barrel,  as  opposed  to  the  recent  $13  or 
so  per  barrel.  The  $6.5  million  profit 
Gulf  Canada  reported  from  operations 
during  the  first  quarter  of  this  year 
was  down  from  $37.5  million  a  year 
ago,  and  came  not  from  its  oil  opera- 
tions but  from  Abitibi-Price.  On  the 
energy  businesses,  Gulf  made  no 
money  in  the  first  quarter.  If  oil  prices 
remain  around  $13,  then  Gulf  Cana- 
da's 1986  cash  flow  will  be  cut  by 
about  40%. 

What  do  you  do  in  such  a  bind?  Buy 
more  cash  flow,  of  course — and  pay 
with  lots  of  paper.  That's  why  the 
Reichmanns  moved  on  Hiram  Walker 
in  March,  and  finally  gained  control  of 
the  liquor  and  gas  pipeline  company 


in  April  at  a  cost  of  $2.2  billioi 
nearly  20%  more  per  share  than 
original  bid. 

The  follow-on  acquisition  adds  . 
other  $1.5  billion  in  debt,  saddl 
Gulf  with  total  debt  of  $2.6  billi. 
But  Hiram  Walker  does  give  I 
Reichmanns  large  and  more  relia 
sources  of  cash  flow,  which  will  h< 
them  service  all  the  original  debt  t 
Reichmanns  had  to  take  on  to  acqu 
Gulf  Canada.  The  new  cash  flow  \> 
come  primarily  from  HW's  natu 
gas  exploration  and  product! 
(Home  Oil)  and  liquor  businesses. 

Hiram  Walker's  management  i 
derstood  what  the  Reichmanns  w< 
after  and  tried,  unsuccessfully,  to  d 
courage  them  by  selling  the  liqi 
business  to  Britain's  Allied-Lye 
company.  The  Reichmanns  are  n< 
in  court  attempting  to  invalidate  t 
liquor  sale.  They  will  probably  si 
ceed,  but  only  after  paying  Allied-I 
ons  a  handsome  ransom  to  get  ba 
the  liquor  business. 

The  Reichmanns  find  themseh 
in  the  distasteful  position  of  having 
carry  the  properties  with  little  or 
return  in  sight,  although  Hiram  Wa 
er  certainly  eases  the  bind.  Clearly  t 
family  can  hang  on  to  their  new  en 
gy  assets  if  they  so  choose,  even  w: 
oil  at  current  levels.  Just  as  clear 
however,  they  must  divert  valual 
capital  from  other  parts  of  the  emp 
to  stay  in  the  energy  game. 

The  Reichmanns'  fascination  wi 
natural  resources  has  its  ironic  sii 
The  family's  finances  took  a  previc 
spill  at  the  start  of  the  decade,  wh 
the  Reichmanns  bought  control 
Brinco  Ltd.,  a  Canadian  mining  co 
pany.  In  retrospect,  they  bought  ir 
Brinco  near  the  top  of  the  mark 
Last  year  they  sold  most  of  th 
Brinco  interest  at  a  loss. 

The  Reichmanns  weren't  availal 
to  comment,  but  in  March  Olympia 
York's  Vice  Chairman  Paul  Reic 
mann  admitted  in  Toronto's  Financ 
Post  that  the  rapid  deterioration  of 
prices  caught  the  family  off  gua 
"Returns  will  be  meager,"  said  Rei( 
mann,  if  oil  remains  for  long  at  t 
$15  level.  "This  is  the  reason  for  t 
[Hiram  Walker]  bid:  to  bring  otl 
components  into  Gulf,  where  ho] 
fully  they  will  enable  Gulf  to  be  mc 
patient  in  its  investing." 

In  other  words,  when  cash  flow 
fuses  to  oblige  the  buyer's  expec 
tions,  one  acquisition  very  likely  1 
gets  a  second,  and  not  always  on  t 
most  favorable  terms.  The  implii 
tions  are  ominous  for  some  of  toda 
lesser  dealsters  building  leverag 
empires  on  far  less  of  a  foundati 
than  the  Reichmanns  have.  ■ 
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f  you  mind  your 
>wn  business, 
Merrill  Lynch 
salutes  you. 


n't  easy  running  your  own  busi- 
s.  It  takes  hard  work  and  dedi- 
on.  And  the  better  you  get  at  it, 
more  time  you  have  to  spend 
ring  out  how  to  handle  the 
fits  and  cash  flow 
As  Small  Business  Week  ap- 
aches, Merrill  Lynch  would  like 
alute  your  dedication  to  your 
iness. 

That's  why  we're  dedicated  to  giv- 
you  more  time  to  run  it.  With  our 
;iness  Financial  Services,  your 
ncial  activities  can  be  coordinated 


into  a  single  convenient  relationship. 

Your  local  Merrill  Lynch  Finan- 
cial Consultant  can  research  your 
needs  and  tailor  the  solutions  for  a 
perfect  fit:  innovative  working  capi- 
tal management,  investment  and  tax 
strategies,  retirement  planning, 
equipment  financing,  even  business 
insurance. 

So,  from  this  Small  Business 
Week  onward,  let  us  meet  your  busi- 
ness financial  needs.  Suddenly  you'll 
be  spending  more  of  your  time  mak- 
ing money,  instead  of  managing  it. 


Merrill  Lynch* Co..  Inc.  Member SIPC 


Merrill  Lynch 


On  the  Boardwalk 

When  the  game  was  a  monopoly,  even  the  bottom  line  was  scenic. 


The  first  casinos  to  hit  the  Boardwalk  prof- 
ited handsomely  from  the  benefits  of  near- 
monopoly.  Now  that  new  competitors  have 
barged  into  the  game,  it  has  become  a 
dogfight.  Atlantic  City  is  losing  its  edge. 

The  black  and 
the  red 


By  Richard  P  ha  ion 


T|  he  glory  days  are  over  for  At- 
lantic City's  casinos.  They 
seem  destined  to  settle  into  the 
same  creeping  maturity  that  has  been 
endemic  in  Las  Vegas  and  Reno  for 
years.  The  pathology  is  extraordinary. 
In  less  than  a  decade  the  Boardwalk 
has  gone  from  lusty  adolescence  to 
advanced  middle  age.  Symptoms  of 
that  maturity  are  everywhere. 

•  A  pronounced  slowdown  in  win. 
As  recently  as  1981  the  average  daily 
win  (operating  revenues  left  after 
gamblers  have  been  paid  off,  but  be- 
fore all  other  costs)  was  still  expand- 
ing at  a  fat  annual  rate  of  35% .  By  last 
year  the  growth  rate  had  slipped  to 
10%,  and  the  first  quarter  of  this  year 


Snake  eyes? 

Exponential  growth  is  not  forever. 


Casino  gross  revenues  (Sbillions) 
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showed  little,  if  any,  growth  at  all. 

•  A  proliferation  of  competition. 
Back  in  1979  and  1980,  when  Resorts 
International  and  Caesars  World  had  a 
lock  on  the  action,  they  netted 
enough  in  a  couple  of  years  to  recoup 
their  entire  investment.  Now,  with 
11  casinos  on  the  make  in  a  slow- 
growth  environment,  the  game  has 
turned  into  a  fight  for  market  share. 

•  A  proliferation  of  weak  sisters.  In 
Las  Vegas,  where  the  growth  rate  in 
win  has  slowed  even  more  sharply 
than  in  Atlantic  City,  faded  old  gos- 
sip-column names  like  the  Dunes, 
Aladdin  and  Stardust  are  tapped  out. 
In  Atlantic  City,  marginal  operators 
like  the  Atlantis  (owned  by  the  bank- 
rupt Elsinore  Corp.)  and  the  Claridge 
(owned  by  a  Del  Webb-sponsored 
partnership)  are  running  chronic  defi- 
cits— since  1981  a  total  of  some  $78 
million  for  the  Atlantis  and  $88.6  mil- 
lion for  the  Claridge. 

•  Pronounced  pressure  on  profit 
margins  and  earnings.  High  fixed 
costs  characteristic  of  the  hotel-casi- 
no business  have  been  compounded 
by  new  construction  put  in  place  at 
sky-high  interest  rates.  To  help  cover 
those  costs,  many  of  the  casinos  have 
been  reduced  to  drawing  low-end  day 
trippers  with  such  "comps"  (as  in 
complimentary)  as  free  meals  and 
subsidized  rounds  of  slot  play. 

Even  outfits  that  shoot  for  the  high 
roller  are  hurting.  Resorts  Internation- 
al reported  last  year  a  net  of  only  $3.2 
million  on  its  Atlantic  City  win  of 
$243.3  million,  while  Golden  Nugget 
barely  broke  even  with  a  net  of  $1.6 
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Finally,  an  American 
family  car  that's 
changed  as  much  as 
the  American  family. 


Introducing  the  new,  front- 
wheel-drive  Buick  LeSabre 
Sedan,  designed  for  today's 
conditions  and  families. 

The  new  LeSabre  is  trim, 
sleek,  aerodynamic.  But  first, 
rest  assured  that  LeSabre  is  still 
a  genuine  family  car.  It  has 
comfort  for  six  passengers.  And 
it  is  very  much  a  full-size  Buick 
when  it  comes  to  appointments 
automatic  transmission,  air 
conditioning,  velour  seating 
and  more. 

So  what's  new?  The 
LeSabre  is  over  400  pounds 
lighter  than  its  predecessor. 
Perhaps  best  of  all,  the  new 
LeSabre  is  responsive,  with  a 


3.0-litre,  multi-port  fuel-injected 
engine  (not  available  in 
California).  It  is  well-mannered, 
with  rack-and-pinion  steering 
and  fully  independent 
suspension. 

Buckle  up  and  visit  your 
Buick  dealer.  And  experience 
a  family  car  that's  changed  as 
much  as  your  family.  For  more 
information,  a  test  drive  or  a 
brochure,  call: 

1-800-86-BUICK  (1-800-862-8425). 


Fast 
rward. 


When  you  use  your  AT&T  Card  at  a  public 
phone,  you  don't  have  to  hang  up  after  each 

call.  Just  hit  this  button  after  your 
first  conversation,  and  dial  the  number  of  your 
next  long  distance  call:  The  phone  automatically 
remembers  your  AT&T  Card  number.  So  you 
have  more  time  to  take  care  of  business. 


AT&T 

The  right  choice. 

S  1985  AT&T  Communications 


Market  odds 

Most  gambling  stocks,  after  lag 
ging  the  market  earlier  this  year 
have  picked  up  steam.  The  bij 

Casino 

— Price — 
52-week 
high-low 

Bally 

23'/4-14 

Caesars 

2278-12 

Golden  Nugget 

14  V4-  9'/2 

Circus  Circus 

40l/«-23'/4 

Hilton 

79'/8-56ys 

Holiday 

70  -48'/4 

Resorts  International 

76'/2-36 

Ramada 

11      -  6'/4 

Showboat 

20%- 12 

million  on  a  win  of  $240.5  million. 

In  short,  Atlantic  City  is  no  longer ; 
great  business.  As  Merrill  Lynch  Vic< 
President  Harold  Vogel  notes,  the  in 
dustry's  $2.8  billion  investment  or 
the  Boardwalk  returned  only  $2.1  bil 
lion  in  win  last  year  (even  the  unglam 
orous  steels  sport  a  better  sales-to 
assets  ratio)  and  produced  less  thar 
$51.5  million  in  pretax  profits. 

It  would  be  a  mistake  to  write  of 
Atlantic  City  as  a  strategic  error  o 
major  magnitude.  It  did,  after  all,  adc 
the  equivalent  of  another  Nevada  tc 
the  industry's  revenue  base  in  a  verj 
short  time  (see  table).  For  a  while,  bij 
money  was  made  there,  too.  Ever 
now,  some  analysts  ar- 
gue that  Atlantic  City 
needs  only  incremental 
changes  in  its  infrastruc- 
ture— more  first-class 
convention-type  hotels, 
better  air  and  rail  ties — 
to  break  into  the  rena- 
scence of  a  national  mar- 
ket and  a  new  high- 
growth  period. 

Some  such  improve- 
ment is  on  the  drawing 
boards,  but  don't  hold 
your  breath.  Industry 
drum-beaters  used  to  ar- 
gue that  Atlantic  City 
was  ideally  situated  to 
extract  maximum  yields 
from  the  rich,  swinging 
metropolitan  markets  of 
New  York  and  Philadel- 
phia. The  lode  appears  to 
be  petering  out  much 
more  rapidly  than  any- 
one expected.  "North  to  ElsinoresA 
Massachusetts,  west  to  Under  the 
Ohio,  south  to  Virgin-   


FORBES,  MAY  19,  1986 


Friendly 
Face. 


AT&T  Card  Caller 


«tit  connumcflTioNS 


ftTlT  CRRD 
.CALLING  CURD 
COLL  t  C  T 
88B  TOLL  FREE 
DIRECTORY  HSS1ST«MCE 
EnEROENCT 


LIFT  HANDSET  FOR  INSTRUCTIONS. 


When  you're  traveling  on  business,  look 
for  this  friendly  face — the  AT&T  Card  Caller. 
It'll  give  you  simple  instructions  on  any  call,  including 
AT&T  Long  Distance  Service  calls.  And  you  can 
use  it  with  or  without  your  AT&T  Card.  The  AT&T 
Card  Caller — a  face  you  should  get  to  know. 


AT&T 

The  right  choice. 
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Harold  Vogel's  count  the  win  per 
square  foot  of  casino  space — a  telling 
measure  of  productivity — has  been 
dropping  inexorably  for  the  last  three 
years.  The  slope  goes  from  a  peak  of 
$345.30  average  monthly  win  per 
square  foot  in  1983  (when  there  were 
9  casinos)  to  $339.40  in  1984  (when 
there  were  10)  to  $326.60  last  year 
(when  there  were  11). 

Some  of  the  stock  market  enthusi- 
asm for  the  casinos  seems  to  be 
pegged  to  the  idea  that  this  is  going  to 
be  a  respite  year  in  Atlantic  City.  No 
new  casinos  are  coming  on  stream, 
and  the  line  is  that  Atlantic  City  will 
benefit  from  any  increase  in  domestic 
tourism  resulting  from  the  pall  terror- 
ism has  thrown  over  international 
travel.  Maybe,  but  the  balance  of  ca- 
pacity will  tilt  even  more  sharply  next 
year,  when  Resorts  International  is 
scheduled  to  open  a  new  plant  double 
the  size  of  its  original  salle,  and  Show- 
boat will  take  a  risk  on  the  tidy  profits 
it  has  been  running  in  Nevada  with  its 
first  throw  of  the  dice  in  Jersey. 

Major  new  investments  (Circus 
Circus,  Golden  Nugget  and  Hilton) 
will  also  be  opening  up  in  Nevada 
next  year,  which  for  most  of  the  major 
casinos  is  now  taking  on  the  shape  of 
a  two-front  war.  The  war  right  now  is 
being  fought  against  the  backdrop  of  a 
major  logistical  change:  the  decline  of 
the  high  roller.  The  drop  in  oil  prices 
has  cut  into  the  flow  of  big  dollars 
from  the  heavy  hitters  of  the  South- 
west U.S.  and  the  Middle  East. 

The  high-stakes  tables  on  peak  Sat- 
urday nights  in  Atlantic  City  are  still 
crowded  with  middle-aged  types 
whose  graying  chest  hair  lies  matted 
behind  open  shirtfronts  and  gold 
chains,  but  most  seem  to  be  locals 
helicoptered  in  from  New  York  and 
Philadelphia  for  the  weekend.  The 
thinning  of  the  longer-stay  "comp" 
junket  crowd  weighs  heavily  on  out- 
fits that  have  traditionally  catered  to 
the  high  rollers — Caesars  World, 
Golden  Nugget  and  Resorts  Interna- 
tional. The  response  has  been  a  turn 
in  the  direction  of  the  middle  market. 
Caesars,  for  example,  has  split  (and 
expanded)  its  Vegas  Palace  to  accom- 
modate the  "grinds"  who  prefer  the 
:  -ts  and  craps  to  baccarat  and  other 
:  h  limit  table  games.  But  that  strat- 
egy nay  take  a  while  to  jell. 

There  may  be  asset  plays  among  the 
casino  -Resorts  and  its  landhold- 
ings,  for  example-  -but  the  gambling 
stocks  In  genevas  look  dicey  now. 
Punters  playing  them  would  seem  to 
have  a  lot  in  common  with  the  casi- 
nos' clientele:  For  the  most  part, 
they're  not  looking  at  the  numbers, 
they're  playing  hunches.  K 


The  folks  on  the  bus 


It  is  a  little  before  8  o'clock  this 
gray  Saturday  morning.  A  cold 
rain  slants  across  the  parking  lot, 
and  there  is  very  little  chatter  as 
the  dozen  or  so  early  birds  in  line 
inch  into  the  shelter  of  the  big  dou- 
ble-decker Golden  Nugget  bus. 
One  of  hundreds  of  such  specials 
filling  up  at  hundreds  of  other 
stops  in  the  New  York  metropoli- 
tan area,  it  is  headed  from  the  sub- 
urban town  of  Paramus,  N.J.  to  At- 
lantic City  and  the  casinos  three 
hours  away. 

Who  are  the  folks  on  the  bus? 
The  male  uniform  runs  to  caps, 
plaid  flannel  shirts  and  baseball 
jackets.  Many  of  the  women, 
though,  wear  suits  and  look  as 
though  they  had  spent  part  of  Fri- 
day night  at  the  beauty  parlor — 
teased  and  lacquered  blonde  hair 
pulling  attention  away  from  the 
sensible  soft-soled  shoes  that  will 
cushion  the  hours  of  tramping  the 
casino  floors. 

"Diehard  gamblers,"  says  John 
Craper,  who  is  selling  $17  round- 
trip  tickets  for  the  ride.  "They  go 
when  it  rains,  they  go  when  the 
sun  shines.  You  get  the  occasional 
tourist,  but  for  the  most  part 
they're  regulars." 

They  are  also  casuals  like  John 
Sisko,  his  friend  Frank  Lazor  and 
their  wives,  who  ride  the  bus 


"maybe  three  or  four  times  a  year." 

How  do  they  do?  "Not  too  well," 
laughs  Sisko.  "I  don't  think  any- 
body does." 

That  is  the  voice  of  middle-aged, 
middle-class  America  speaking, 
the  casino's  primary  market.  Al- 
most 45%  of  the  29  million  visi- 
tors who  headed  for  Atlantic  City 
last  year  came  by  bus,  many  of 
them  in  response  to  the  same  type 
of  incentive  that  drew  the  Siskos 
and  the  Lazors  to  the  Nugget.  On 
Saturdays  the  folks  on  the  bus  get 
$12.50  in  quarters  and  a  $5  credit 
on  a  bus  trip  some  other  day.  In 
high  off-peak  hours  (Sunday  to 
Thursday  after  6  p.m.)  the  ante 
goes  up  to  $25.  From  Sunday  to 
Friday  before  6  p.m.  it  slips  down 
to  $22. 

Last  year  Atlantic  City  casinos 
spent  a  total  of  $  1 75  million  on  bus 
"comps."  Since  most  of  the  riders 
play  the  slots,  and  on  average  drop 
only  another  $35  apiece  in  addition 
to  the  freebie  money,  the  return  to 
the  casinos  is  comparatively  nar- 
row. It  helps  to  cover  the  overhead, 
though,  and  there  is  one  thing  to  be 
said  for  the  extractive  quality  of 
the  slots:  It  is  quick  and  clean,  of  - 
ten taking  mere  minutes  to  strip 
the  unwary  visitor  of  all  50  quar- 
ters each  Saturday  tripper  gets 
upon  entering. — R.P. 


Jackpot  at  Caesars 

Sometimes  the  trippers  beat  the  edge. 


Abigail  Herman  Archive 
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This  is  the  place  lor  your 
reimportation  company  to  spin  its 
wheels.  Not  on  the  road. 


ixibility  and  efficiency  both  require  new 
•rtation  technology.  The  kind  pioneered 
5eway  Transportation  companies.  A 
utomaker,  for  example,  discovered  that 
nputerized  routing  and  scheduling 
cut  overall  distribution  costs  by  23%. 
ir  technological  advantage  enables  us 
Dm-tailor  packages  of  services  more 
tively  than  other  distribution  companies. 
ull-Service  Leasing  to  bulk  carriage 
ract  carriage.  From  just-in-time  delivery 
onnel  leasing.  From  warehousing  to 
dation.  It's  in  the  coordination  of  these 
e  Leaseway*  transportation  services 
3  most  innovative  and  dramatic  distri- 
cost  savings  occur, 
ntact  us  at  1-800-428-0042.  In  Ohio, 
428-0028.  Or  mail  the  coupon  today. 

vay  group  of  companies  includes  Anchor  Motor  Freight,  Inc  •  Fleet  Transport  Company,  Inc  •  Midwestern  Distribution,  Inc  •  Refiners  Transport 
Corporation  •  Signal  Delivery  Service.  Inc 


Leaseway  Transportation.  A  1.4-billion- 
dollar  family  of  companies  with  services  in  truck 
leasing  and  rental,  maintenance,  personnel 
leasing,  contract  carriage,  common  carriage, 
distribution  center  services,  bulk  transport,  and 
logistics  consulting. 

Put  Leasewa/s  innovation  to  work  for  you. 
 —  —  —  —  —  —  —  —  — . 

Leaseway  Transportation  Inquiry  Center  •  PO  Box  6212  ■ 

I Cleveland,  OH  44101 
Attention  Mr  C  Mark  Jones  •  Vice  President.  Marketing  and  Sales 

I Send  me  more  information  on  Leaseway  s  innovative  services 
Name  Title  

Telephone:  

I Company  
Address:  


City:  State:  Zip:  

FBS51986 

Jj§y  Leaseway 

Jtw  Transportation 


way  Transportation  Corp 


The  Up  &  Comers 


Ideas 


People  laughed  at  Philip  Crosby  as  he  set 
out  to  preach  the  gospel  of  corporate  quali- 
ty 20  years  ago.  Now  Crosby's  outfit  is 
worth  nearly  $100  million,  and  serious 
people  take  him  very  seriously. 

"They  thought 
I  was  a  madman" 


says,  of  a  PCA  staffer. 

Phil  Crosby,  who  turns  60  next 
month,  is  America's  self-proclaimed 
apostle  of  corporate  quality.  While 
idea  hucksters  like  John  Naisbitt  spin 
tired  visions  of  the  future,  and  Tom 
Peters  recycles  his  "excellence"  mes- 
sage into  pocket  diaries  and  calendars, 
Crosby  has  created  Philip  Crosby  As- 
sociates to  teach  executives  and  their 


By  Gary  Slutsker 


Iord,  bless  this  company  and  our 
_  relationships,"  intones  Philip 
I  Crosby  into  a  wireless  micro- 
phone as  he  opens  a  monthly  "Family 
Council"  meeting  of  the  200  employ- 
ees of  Philip  Crosby  Associates,  Inc. 
Then  he  breaks  into  a  large,  impish 
smile.  "Tami  had  a  baby,"  Crosby 


employees  how  to  improve  the  qt 
ty  of  their  products.  In  the  pro 
Crosby  has  quickly  amassed  a 
fortune.  Last  year  PCA's  rever 
from  seminars,  books,  tapes  and  o 
teaching  aids  came  to  $34  mill 
Since  PCA  went  public  last  fall 
market  value  has  climbed  to  a  rec 
$92  million,  30%  of  which  belong 
Crosby,  his  son  and  his  former  wi 

Twenty  years  ago,  when  Crc 
was  a  quality  control  executive  at 
Corp.,  few  people  outside  his  con 
ny  took  his  ideas  seriously.  "T 
used  to  think  I  was  a  madm; 
laughs  Crosby,  a  slight  man  v 
thinning  strawberry  hair  and  an  in 
tious  grin.  "Now  they  think  I'j 
statesman,  and  I'm  still  saying 
same  stuff."  General  Motors  now 
a  call  on  20%  of  Crosby's  time,  at 
rate  of  $7,500  a  day. 

Crosby's  message  boils  down 
this:  American  business  needs  tc 
cus  on  building  things  right  the  : 
time,  rather  than  correcting  def 
after  a  product  leaves  the  assen 
line.  Whereas  traditional  quality  < 
trol  theories  emphasize  inspec 
and  strive  for  "acceptable"  defect 
els,  Crosby's  Quality  Awareness 
periences  stresses  zero  defects  and 
high  cost  of  manufacturing  error 
scrap,  rework,  product  liability 
warranty  work.  As  Crosby  likes  to 
it:  "We've  got  to  get  out  of  fixing. 


PCA  's  Phil  Crosty  in  his  Quality  College 

"There's  nothing  to  expose.  It's  not  a  fad  thing 
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For  brochure  send  $5  to  Piaget,  Dept.  FB,  650  Fifth  Ave.,  NY,  NY  10019. 


Crosby's  elixir  is  a  mixture  of  be- 
havior modification  and  a  set  of  gener- 
al precepts  that  can  be  tailored  to  the 
needs  of  any  company.  Most  manag- 
ers, Crosby  says,  fail  to  tell  employees 
exactly  what  is  expected  of  them. 
Crosby  wants  them  to  write  down  a 
list  of  clear  requirements,  then  judge 
every  employee  based  on  how  closely 
he  adheres  to  the  rules. 

Symbols,  as  Wizard  of  Oz  author 
Frank  L.  Baum  well  knew,  are  impor- 
tant. ("And  for  you,  Scarecrow,  a  di- 
ploma.") At  General  Motors,  where 
Crosby  and  PCA  staffers  train  instruc- 
tors in  the  CM  Quality  Institute,  ev- 
ery room  of  every  plant  has  a  framed 
copy  of  its  own  "quality  policy"  hang- 
ing on  the  wall. 

The  major  elements  of  Crosby's 
message  ("The  Four  Absolutes  and 
Fourteen  Steps  to  Quality  Manage- 
ment," as  they  are  known)  are  in- 
scribed in  Quality  Is  Free,  Crosby's 
1979  book  that  has  sold  nearly  a  mil- 
lion copies  in  five  languages. 

Were  truly  believing  and  practicing 
as  simple  as  buying  a  book,  the 
churches  would  be  empty  and  PCA 
wouldn't  be  grossing  over  $35  million 
a  year.  To  think  about  quality  the  way 
Crosby  does  requires  immersion  in 
PCA's  classes  and  modifying  one's  be- 
havior. Says  Crosby:  "If  people  are 
going  to  change,  they  have  to  have 
some  kind  of  commitment,  some 
kind  of  conversion  they  can  relate  to." 

Hence  the  importance  of  PCA's 
classrooms  at  its  4-story  Quality  Col- 
lege in  Winter  Park,  Fla.,  where  exec- 
utives can  sign  up  for  an  Executive 
College  session  for  $1,650  for  two  and 
a  half  days.  PCA  also  operates  class- 
rooms in  Brussels,  London,  Munich, 
Paris,  Singapore  and  Tokyo.  Crosby 
says  he  plans  to  open  Quality  College 
campuses  this  summer  in  San  Jose, 
Calif,  and  Chicago. 

And  so  the  message  spreads.  IBM 
now  pays  PCA  staffers  to  train  IBM's 
in-house  trainers  to  teach  courses  to 
others  within  IBM. 

Is  the  message  worth  the  cost?  Up 
to  a  point,  probably.  It  certainly  can't 
hurt  a  business  if  its  managers  keep 
quality  at  the  top  of  their  agendas. 

Is  it  a  good  business?  Absolutely.  In 
addition  to  tuition,  PCA  sells  its  cus- 
tomers books  and  tapes,  and  snatches 
back  a  royalty  for  each  student  taught 
by  the  client's  trainers.  Last  year  PCA 
netted  $4  million  ($1.37  per  share)  on 
its  $35  million  in  sales. 

It's  an  especially  good  business  for 
Phil  Crosby.  In  addition  to  his 
$400,000  salary,  he  receives  $125,000 
a  year  for  licensing  his  name  to  the 
company.  Crosby  also  gets  to  keep 
royalties  he  receives  from  sales  of  his 


books,  both  of  which  were  bestselling 
business  books.  (A  third,  Running 
■Things,  is  due  in  June.)  With  his  son 
Skip  (Phil  Jr.),  30,  running  PCA,  Cros- 
by is  free  to  spend  up  to  ten  days  a 
month  at  his  retreat  in  Savannah,  Ga., 
with  his  new  wife,  where  he  writes 
and  plays  golf  "to  get  out  of  the  pres- 
sure cooker." 

For  this  lifestyle,  Crosby  owes  a 
large  debt  to  his  employer  of  many 
years,  ITT  Corp.  At  ITT  in  the  1960s, 
Crosby  persuaded  Harold  Geneen  to 
let  him  set  up  a  training  program  to 
drill  his  new  quality  improvement 
ideas  into  managers  from  around  the 
conglomerate.  The  resulting  experi- 
ence and  contacts  developed  on  ITT's 
time  helped  him  sell  his  message  to 
top  corporate  brass  elsewhere  when 
he  left  ITT  to  start  PCA  in  1979.  One 
booster  is  Chrysler's  Lee  Iacocca.  Ia- 
cocca,  says  Crosby,  "stood  up  in  front 
of  his  people  after  we  spent  a  full  day 
with  him  and  said,  'Don't  leave  me 
hanging  on  a  limb  on  this  one.'  He 
said,  'We're  first  in  lowest-cost.  We're 
highest  in  productivity.  But  we're  last 
in  quality.'  " 

Crosby,  like  most  small  business- 
men, has  suffered  his  scrapes.  A  seri- 
ous cash  crisis  nearly  put  PCA  out  of 
business  in  1982,  when  four  major 
clients  finished  courses  at  the  same 
time  and  left  with  no  new  customers 
to  replace  them.  Crosby  pumped  cash 
into  PCA  by  personally  buying  a 
building  from  the  company  and  guar- 


By  Geoffrey  Smith 

Nothing  is  more  annoying,  when 
you've  opened  a  whole  new  mar- 
ket, than  to  get  mired  in  some  old- 
fashioned  business  problem.  Ask  Bill 
O'Neill,  president  of  International 
Clinical  Laboratories  of  Nashville. 

ICL  (1985  sales,  $144  million  |  is 
the  U.S.'  largest  independent  hospital 
laboratory  management  outfit.  The 
last  time  we  spoke  with  him,  O'Neill 


anteeing  a  loan.  But  it  took  up  near 
a  year  of  his  time.  To  build  a  cushic 
he  sold  10%  of  PCA  to  General  M 
tors,  already  a  major  client,  in  191 
for  $4  million,  an  adjusted  $13.20 
share.  Those  shares  are  now  wor 
27%  each,  over-the-counter. 

While  everything  seems  to  be  tic 
ing  along  smoothly,  Crosby  faces  tv 
potential  problems.  The  first  is  th 
corporate  America  might  sneak  up  b 
hind  him,  part  the  curtains  and  d: 
cover  only  a  self-proclaimed  wiza 
pulling  levers.  To  this  prospect  Crc 
by  replies:  "There's  nothing  to  e 
pose.  It's  not  a  fad  thing.  It's  a  careh 
ly  thought  out,  carefully  managed  a 
proach  to  a  very  difficult  problem.'' 

The  second  challenge  is  Crosby 
own  mortality.  PCA  has  a  $1  millii 
key-man  life  insurance  policy  on  hii 
and  GM  still  has  $3  million  of  ke 
man  insurance  to  protect  its  equi 
investment  in  PCA.  But  Crosby  hop 
to  ease  himself  out  and  leave  a  bu 
ness  that  v/ill  survive  him. 

"Look  at  Dale  Carnegie,"  Cros 
says.  "He's  been  dead  for  I  don't  kne 
how  many  years.  But  what  they  do 
they  teach  what  he  wrote.  They  doi 
change  it." 

Snigger  if  you  will,  at  the  mon 
hardheaded  businessmen  thrc 
around  to  learn  things  you  mig 
think  they  themselves  would  bring 
the  job.  But  you  can  only  admire  t 
way  Phil  Crosby  has  capitalized  i 
that  penchant.  ■ 


was  a  conspicuous  survivor  in  a  ci 
throat  business  that  had  shrunk  fro 
some  15,000  independent  labs 
around  7,000  (Forbes,  Oct.  10.  198. 
Tied  for  third  place  with  Corninj 
Metpath  and  Revlon-Pantry  Prid< 
National  Health  after  SmithKli: 
Beckman  and  Hoffmann-La  Roch< 
Biomedical  Reference  Laboratory 
ICL  ranked  near  the  top  of  the  bu: 
ness  in  profitability.  After  six  years 
O'Neill's  leadership,  ICL  by  1983  w 


The  Up  &  Comers 


Strategy 


Pathologist,  financier,  shrewd  marketer — successfi 
entrepreneurs  must  play  all  these  roles.  As  Internatiof 
al  Clinical  Laboratories  Bill  O'Neill  can  attest. 


Man  for 
all  seasons 
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A  European  Cotton  Mill  at  the  turn  of  the  century. 

Missing  the  industrial  revolution  was 
:  best  thing  that  ever  happened  to  the  irish. 


i't  find  many  smoke-stacks,  crumblins  kilns  or 
ied  cotton-mills  in  Ireland-or  the  nesative 
I  attitudes  that  went  with  them. 

jstrial  revolution  coincided  with  the  electronic  ase. 

sland  is  the  European  base  for  leading  companies 
n  and  international  services  industnes- 
)  the  innovative  skills  and  progressive 
i  of  its  people. 

Home  of  the  Irish.  The  young  Europeans 

V  Ireland  A 
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"WE'RE  THE 
YOUNG  EUROPEANS." 


International  Clinical  Laboratories'  Bill  O'Neill 
Even  the  pathologist  was  a  problem. 


earning  $4.8  million  (85  cents  a  share) 
on  revenues  of  $71.5  million.  A  prom- 
ising beginning. 

But  the  strain  of  rapid  expansion 
plus  growing  price  competition  had 
already  knocked  ICL's  return  on  equi- 
ty down  from  a  handsome  22.1%  in 
1980  to  just  11.6%  in  1983.  With 
Medicare  cost-capping  in  1984, 
O'Neill  was  no  longer  safe  from  the 
razor-thin  margins  of  a  commodity 
business.  In  a  market  as  big  as  hospi- 
tal lab  tests,  others  had  already  spot- 
ted the  economies  of  scale  O'Neill 
had  seen.  Worse,  Medicare's  "pro- 
spective payment  program"  limited 
reimbursement  for  lab  tests  and  other 
hospital  service  according  to  diagno- 
sis. In  the  long  run  such  cost-control- 
ling efforts  may  help  efficient  outfits 
like;  ICL  more  than  it  hurts  them.  But 
in  the  short  run  it  panicked  the  hospi- 
tals. By  1985  ICL's  return  on  equity 
had  been  cut  to  4.3%. 

"The  first  thing  [the  hospitals]  did 
was  kick  all  the  dogs,"  says  O'Neill, 
51.  "They  beat  us  to  death  on  pricing 
for  the  5%  of  theii  lab  business  they 
sent  out."  When  O'Neill  tried  to  con- 


vince hospitals  he  could  sharply  low- 
er their  costs  on  the  95%  they  didn't 
send  out,  he  ran  into  a  brick  wall.  "We 
were  perceived  by  the  Humanas  and 
the  Voluntary  Hospitals  of  America 
as  a  regional  player.  They  didn't  think 
we  could  perform  on  a  national  con- 
tract because  we  didn't  have  facilities 
in  certain  areas." 

So,  for  the  privilege  of  bidding  on 
national  contracts,  O'Neill  was  forced 
to  go  on  a  costly  shopping  spree.  In 
1984  net  interest  expense  jumped 
from  a  couple  of  hundred  thousand 
dollars  to  $6  million.  "Now,  we're  not 
just  a  southeastern  phenomenon," 
says  O'Neill.  "We've  got  a  total  of  16 
full-service  regional  labs  around  the 
country,  in  such  cities  as  San  Francis- 
co, New  York,  Chicago,  St.  Louis  and 
Dallas." 

But  that  merely  bought  O'Neill  a 
seat  at  the  table  when  the  big  national 
contracts  were  awarded.  Next  he  ran 
into  some  unexpected  psychological 
and  marketing  problems. 

First,  there  was  the  hospital  admin- 
istrator. "He's  concerned  about  sav- 
ing money,  but  not  if  it  means  he's 


going  to  annoy  the  staff 
lose  some  admittances, 
he's  terribly  concern 
that  we  know  what  we 
doing."  O'Neill  learned 
be  precise  in  his  sal 
pitch,  even  if  it  meant  t; 
ping  off  the  competiti 
to  how  ICL  operated.  K 
even  specifies  which  wc 
will  be  done  in  its  o\ 
labs  (the  noncritical  test 
and  which  will  be  done 
the  hospital  (the  emerge 
cy  tests). 

When  O'Neill  wins 
contract,  he  guarantc 
the  hospital  signifies 
savings.  In  return,  t 
hospital  agrees  to  all( 
ICL  to  get  rid  of  much 
its  redundant  lab  testi 
equipment  and  staff.  E; 
ier  agreed  to  than  carri 
out. 

"We  had  one  [admin 
tratorj  who  just  wanted 
keep  his  machines," 
members  O'Neill.  "\ 
said,  'Fine.  We'll  put  the 
in  the  corner  and  put  di 
cloths  over  them.'  It  rea 
makes  no  difference 
us."  He  adds:  "Now  w< 
buy  the  machines  fre 
them.  We'll  lease  the 
out.  We  will  do  anythi 
that  makes  them  comf 
table." 

  Then    ICL  discovei 

that  hospital  administrators  were 
sistant  to  firing  staff.  "Since  contr; 
tually  we  would  deliver  all  the  s; 
ings  to  them  up  front,  they  woi 
start  getting  squirrelly  on  us  abc 
our  firing  their  staff,  since  they 
longer  had  any  incentive  to  cooper; 
with  us.  That's  when  we  discovei 
the  50%  solution.  They  have  to 
control  over  what  we  do,  but  th 
don't  get  any  savings  until  it's  don< 

That  still  didn't  dissolve  many 
the  ego  barriers  O'Neill  was  runni 
up  against.  Even  the  medical  direct 
of  the  lab  would  make  trouble.  "] 
very  often  perceives  [awarding  tj 
contracts  to  ICL]  as  a  loss  of  powe 
explains  O'Neill,  "so  we  try  to  < 
plain  that  he's  going  back  to  beinj 
doctor  instead  of  having  to  deal  wi 
these  grubby  little  jobs.  And  in  soi 
cases  we  can  bring  him  tissue  samp 
from  the  outside  world  or  make  h 
an  associate  director  of  our  regioi 
lab  so  he  can  plug  in  there." 

Having  made  inroads  on  the  equ 
ment,  staffing  and  ego  fronts,  O'Ne 
realized  he  still  needed  an  extra  son 
thing  to  differentiate  ICL  from  1 
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r  big  competitors.  Here  O'Neill's 
egy  was  brilliant.  He  sold  the  ICL 
ept  to  the  people  who  really  con- 
:he  hospitals — the  doctors. 
ys  O'Neill:  "We  signed  a  contract 
Baxter  Travenol,  whose  Parvax 
outer  group  sells  computer  sys- 
|  that  run  doctors'  offices.  We  are 
ing  a  local  area  network  between 
CL  lab,  the  hospital  lab  and  the 
Dr's  office.  Now  we  can  send  lab 
ts  to  a  personal  computer  or  to  a 
er  in  the  doctor's  office.  The  next 
will  be  to  link  him  to  medical 
ds  and  other  information  from 
lospital." 

Dmising  as  the  Parvax  linkup  ap- 
>,  a  more  marketable  differentia- 
tor a  laboratory  testing  company 
it  be  a  proprietary  test  that  held 
iromise  of  improvements  in  a  cli- 
octor's  cure  rate.  Now  ICL  has  an 
isive  license  for  just  that — the 
rack  Cancer  Treatment  test,  in 
h  cancer  cells  from  a  patient's 
)r  are  kept  alive  outside  the  body 


and  subjected  to  various  proposed 
chemotherapeutic  cures  to  predict 
which  may  work  and  which  will  not. 

"Today  oncologists  make  educated 
guesses  as  to  which  method  will 
work,  and  tests  show  that  they're 
wrong  about  70%  of  the  time," 
O'Neill  explains.  "They  also  don't 
know  what  dosage  to  give.  Our  test 
tells  you  which  cures  won't  work — so 
the  cancer  doesn't  build  up  an  immu- 
nity to  any  kind  of  chemotherapy — 
and  which  ones  will  work  and  at  what 
dosage.  It's  unique.  You  can't  get  a 
test  like  this  anywhere  else." 

Psychologist,  financier,  shrewd 
marketer — Bill  O'Neill  has  had  to 
play  all  those  roles.  The  drama  is  still 
playing,  but  early  reviews  are  impres- 
sive. He  has  quadrupled  his  hospital 
contracts,  to  39 — about  equal  to  the 
fourth-largest  hospital  company  in 
beds — in  two  years.  Now  let's  see  if  he 
can  translate  a  powerful  performance 
in  the  difficult  area  of  product  differ- 
entiation into  solid  profitability.  ■ 


The  Up  &  Comers 


Strategy 


bony  LaPine  invited  a  potential  Japanese  competi- 
to  become  bis  partner.  Wiser  still,  be  is  already 
med  about  keeping  that  partner  off  his  throat. 

How  to  sleep 
with  a  wolf 


By  Hare  Beauchamp 

ERE  ARE  THREE  BASIC  Ways  busi- 

:ssmen  can  deal  with  the  Japa- 
:  1 )  ignore  them,  which  is  foolish; 
ampete  against  them  head-on, 
h  is  dangerous;  or  3)  take  them 
s  partners,  which  is  what  An- 
y  LaPine,  founder  of  Milpitas, 
.'s  startup  LaPine  Technology 
.,  is  doing  with  considerable  sue- 
So  far. 

Pine,  43,  is  an  electrical  engineer 
spent  22  years  in  the  rough-and- 
)le  computer  memory  business, 
toiled  for  IBM  and  Memorex, 
ig  others  and,  in  1983,  broke 
:  to  start  LaPine  Technology 
\  to  make  the  3'/2-inch  hard  disk 
:s  that  are  showing  up  in  the  new 
ration  of  small  computers, 
a  time  when  most  venture  capi- 
ts  were  abandoning  the  rapidly 
iring  disk  drive  business,  LaPine 


wangled  $3  million  in  initial  funding 
from  an  R&D  partnership.  But  his 
cleverest  move  was  taking  on  as  mi- 
nority partner  a  company  that  might 
have  become  his  fiercest  competitor, 
Kyoto,  Japan-based  Kyocera  Corp., 
run  by  imperious  Kazuo  Inamori 
(Forbes,  Aug.  26,  1985). 

LaPine  had  watched  the  way  the 
Japanese  chewed  through  American 
manufacturers  of  the  old-generation 
5 Winch  floppy  drives.  In  the  fall  of 
1984  he  called  on  Prudential-Bache 
Trade  Corp.'s  top  man  in  Japan,  Mat- 
thew Forrest.  Forrest  agreed  that 
PBTC  would  provide  LaPine  with 
trade  financing  if  LaPine  took  on  a 
suitable  Japanese  partner.  Did  Forrest 
know  of  any  suitable  partners?  He  did, 
and  introduced  LaPine  to  14  Japanese 
companies,  including  Kyocera.  La- 
Pine  asked  Inamori-san  to  make  his 
new  drives  and,  in  a  very  un-Japanese 
length  of  time — 45  minutes,  LaPine 
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Anthony  LaPine  of  LaPine  Technology  Corp. 

Anxious  to  avoid,  what  the  Japanese,  did  to  earlier  disk  drive  makers. 


remembers — Inamori  agreed. 

LaPine,  Inamori  and  Pru-Bache 
Trade  Japan  signed  a  three-way  deal 
under  which  Kyocera  and  PBTC  each 
invested  a  substantial  amount  in  La- 
Pine  Technology  and  the  financing 
joint  venture.  Kyocera,  in  addition, 
put  up  a  $10  million  factory  outside 
Kyoto  capable  of  turning  out  up  to 
40,000  drives  a  month.  "That  [factory] 
is  capital  we  didn't  have  to  secure  or 
spend,"  says  LaPine. 

The  triangular  agreement  puts  La- 
Pine  into  partnership  with  one  of  Ja- 
pan's lowest-cost  manufacturers. 
"Take  this  grommet,"  he  says,  point- 
ing to  a  rubber  shock  absorber  used  in 
one  of  LaPine  Technology's  Titan 
drives.  "We  were  paying  a  U.S.  vendor 
83  cents  for  it.  They  got  it  from  a 
vendor  in  Japan  for  5  cents."  Against 
such  savings,  15%  here  or  there  on 
the  dollar-yen  ratio  is  no  big  deal. 

LaPine  also  got  mass  production, 
Japanese  style.  "Name  a  number, 
that's  their  attitude,"  LaPine.marvels. 
"Tool  up  and  go  for  broke."  LaPine 
says  he  expects  to  ship  more  than 
150,000  drives  this  year,  up  from 
around  10,000  last  year,  as  he  lines  up 
accounts  with  the  likes  of  Compaq, 
Data  General,  Olivetti  and  Nixdorf. 
He  estimates  revenues  for  LaPine 
Technology-,  still  private'   held,  will 


hit  $35  million  for  1986.  LaPine  hopes 
to  go  public  in  the  near  future. 

How  do  you  manage  what  LaPine 
calls  this  "troika  of  companies"?  How 
do  you  keep  your  partner  in  bed? 

As  minority  shareholders,  Kyoce- 
ra's  Inamori  and  PBTC's  Forrest  sit  on 
LaPine's  board  of  directors,  which 
meets  bimonthly.  "We're  the  refer- 
ees," explains  Forrest.  "We  buy  all  the 
products  from  Kyocera.  There's  a 
source  of  control."  LaPine  Technol- 
ogy has  first  call  on  the  inventory 
PBTC  stores  in  a  central  warehouse. 
What  LaPine  can't  use,  Kyocera  can 
buy  back  from  PBTC. 

Don't  think  Inamori  entered  this 
deal  for  international  goodwill.  For 
openers,  Kyocera  has  the  nonexclu- 
sive right  to  sell  LaPine's  drives  in 
Japan  and  the  rest  of  Asia,  paying  La- 
Pine  a  commission  on  its  sales.  In 
essence,  then,  LaPine  gets  a  little 
piece  of  a  big  market  that  would  prob- 
ably remain  closed  to  him  without 
Inamori.  "We'll  get  an  income,"  says 
LaPine,  "from  the  sale  of  our  product 
to  other  Japanese  companies." 

The  real  danger  in  this  for  LaPine 
lies  in  his  giving  Kyocera  a  close  view 
of  his  disk  technology.  Like  many  Jap- 
anese manufacturers,  Kyocera,  which 
already  makes  portable  computers,  is 
focusing  more  on  the  computer  indus- 


try. "They  [LaPine]  taught  us  to  m; 
disk  drives,"  says  Bruce  Lemoine, 
ecutive  vice  president  of  San  Die 
based  Kyocera  International.  "A  y 
ago  we  had  never  made  one." 

LaPine  is  not  unaware  of  the  dan 
that  Kyocera  may  one  day  walk  av 
with  his  designs.  As  an  ounce  of  j 
vention,  he  has  named  to  LaP 
Technology's  board  Gene  Amdi 
who  learned  plenty  about  deal 
with  the  Japanese  in  the  1970s,  wl 
Amdahl  Corp.  tied  up  with  Fujitsu 
make  IBM-compatible  computi 
Gene  Amdahl  has  since  left  Amd 
Corp.  to  start  Trilogy  Ltd.,  a  troub 
systems  company.  But  he  still  i 
valuable  advice  for  LaPine  and  oth 
interested  in  U.S. -Japanese  partr 
ships.  First,  he  counsels,  Amerii 
partners  should  retain  the  ability 
make  the  product  themselves  or  h 
a  backup  supplier  handy.  Second,  s 
Amdahl,  "make  sure  they  need  yc 
by  coming  up  with  new  products. 

LaPine  is  listening.  He  aire; 
maintains  an  assembly  line  at  he 
quarters  that  could  turn  out  10,( 
drives  a  month  if  necessary,  and 
25  engineers  are  expected  to  laui 
two  new  product  families  this  yea: 

Smart  fellow,  LaPine.  If  he  werei 
this  triangular  trade  could  quickly 
come  strangled  trade.  ■ 
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Yon  bringlrie  Card. 


The  American  Express*  Card.  Don't  leave  home  without  it.* 


The  American  Express  "  Card  brings  you  more 
en  you  bring  it  to  Holiday  Inn."  Of  course  it  brings 
i  the  welcome  convenience  of  charging  your  hotel 
/,  meals,  entertainment,  almost  every  expense.  But  it 
)  brings  you  a  promise  no  other  major  hotel  chain 
kes.  A  promise  of  hospitality  from  the  people  of 
liday  Inn  We  promise  that  throughout  your  entire 


stay  we  will  meet  the  high  standards  you  expect  from 
Holiday  Inn  hotels.  And  if  ever  anything  isn't  right,  tell 
us.  We  promise  to  make  it  right.  Because  we  won't 
make  you  pay  for  unsatisfactory  service.  The  Holiday 
Inn  Hospitality  Promise. SM  It's  a  JRAVEL 
promise  we  keep.  For  one  simple  ^^jj^  RELATED 
reason  We  want  you  back5"        H9AH  SERVICES 


An  American  Express  company 


^We  keepTTie  Ftomise. 


iday  Inns.  Inc 


wantyou  back." 


For  reservations  call 

1-800  HOLIDAY 

or  your  travel  agent 


IN  THE  LOOKALIKE  WORLD 
OF  FINANCIAL  SERVICES, 
ONE  STANDS  OUT. 


Everywhere  you  look,  there's  another  one.  Another  financial 
network.  Another  financial  service. 
Which  one's  for  you? 

Look  for  the  one  with  the  long  record— at  least  120  years  of 
financial  success. 

The  one  who  never  missed  a  dividend  in  all  those  years. 

The  one  with  a  solid  foundation— over  $40  billion  in  assets. 

The  one  with  the  diversity  that  protects  against  adversity— 
a  dynamic  balance  of  stocks,  bonds,  options,  financial  futures,  joint  ventures, 
money  market  instruments,  private  placements,  real  estate  investments, 
mineral  rights  and  timber  options. 

The  one  who  knows  when  to  fund  ventures  and  when  to  buy 
Treasury  notes. 

The  one  who  knew  how  to  say  "no"  when  everyone  else  was  saying 
"yes."  And  who  knows  how  to  say  "yes"  now  that  some  are  saying  "no." 
Look  for  The  Travelers. 

One  of  the  most  respected  financial  experts  in  the  world. 

Among  the  ten  largest  pension  fund  managers. 

The  fastest  growing  commercial  real  estate  investor  in  our  industry. 
•;•   An  innovator  and  developer  of  new  financial  strategies. 
^  A  dominant  force  in  guaranteed  income  contracts  and  a  major 
provider  of  annuity  products. 

The  Travelers.  We're  the  people  America's  most  demanding 
corporations  count  on  for  flexible  employee  benefits,  health-care  cost 
containment  a n^^k  management  services. 

Have  you  iSMfcl  under  The  Travelers  Umbrella  latelv? 


World  Banker  Eugene  Rotberg  overlooking  the  trading  room 
What  is  risk?  Uncertainty,  defined  in  terms  of  probability. 


Some  people  think  money  management  is 
an  art,  but  at  the  World  Bank  Gene  Rot- 
herg  and  his  crew  practice  it  like  a  science. 

Smart  answers  to 
dumb  questions 


By  Ben  Weberman 


HRhe  old  Einstein  ioke:  In  heav- 
■  en  the  great  scientist  meets  a 
A  chap  with  an  IQ  of  200.  "Good," 
he  replies,  "I'll  talk  to  you  about  my 
new  theory  of  relativity."  He  meets 
another  chap,  IQ  140.  "Ah,"  says  Ein- 
stein, "we  can  talk  about  world  poli- 
tics and  the  chances  for  world  peace." 
Third  man  has  an  IQ  of  100.  Turning 
to  him,  Einstein  asks:  "Where  do  you 
think  interest  rates  will  be  a  year 
from  now?" 


Eugene  H.  Rotberg  feels  a  little  like 
that.  The  man  who  manages  $20  bil- 
lion for  the  World  Bank  couldn't 
think  of  a  dumber  question  than: 
Where  do  you  think  interest  rates  are 
headed?  He  always  responds  by  ask- 
ing a  series  of  his  own  questions. 

"Do  you  mean  short-term  or  long- 
term  rates?  In  which  currency?  Do 
you  mean  for  a  short  period  ahead  or  a 
long  time  or  in  between?  At  the  begin- 
ning of  the  period  or  only  at  the  end  of 
the  period?  In  between,  will  they  go 
higher  or  lower?  By  how  much?" 


This  56-year-old  former  SEC  lawy 
needs  to  know  all  these  things — a: 
more.  Under  his  direction  the  Woi 
Bank  handles  $5  trillion  of  transs 
tions  a  year — not  billion,  trillion.  T 
multinational  development  instit 
tion  is  known  for  its  advanced  int< 
est  rate  forecasting  techniques  and  f 
success  in  putting  money  to  woi 
"We  seek  to  predict  interest  rates  f 
six  different  instruments  and  for  fi 
different  time  periods  ranging  fro 
one  day  to  five  years  at  probabilities 
l-in-2,  l-in-4  and  l-in-10.  We  he 
that  security  which  has  the  greatt 
probability  of  giving  us  the  highe 
rate  of  return  with  the  least  amount 
risk.  Conversely,  we  sell  those  secu 
ties  that  have  the  lowest  potent: 
return  and  the  highest  risk." 

Risk,  he  says,  is  defined  as  "unci 
tainty — in  probability  terms." 

Rotberg  and  his  traders — they  i 
elude  seven  Ph.D.s  and  numero 
M.S.s  in  engineering,  physics  ai 
math,  in  addition  to  the  M.B.A.s  mc 
of  them  hold — engage  in  sevei 
strongly  disciplined  approaches  to  i 
vestment  management.  For  thei 
how  much  a  security  cost  is  not 
material  consideration  in  judgi: 
whether  to  hold  it.  "Book  cost  is 
past  event.  It  tells  nothing  abo 
whether  we  should  hold  a  security 
sell  it,"  Rotberg  says.  Put  anoth 
way,  there  is  no  such  thing  as 
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ESOuUTlQU, 
L.L- Fb/NT<S  - 
VPREttABLE 
ZAPHtcZ  FOR 
iARPPETAiL. 


THE  "QiUfETWRiTER"  PR/NlER'S 
ELECTRONIC  PRlNT^EAP  THAT 
MAKES  FOR  WmsPe.R-Q.UlBT 
PRINTING. 


APt/ANCEP  TECHNOLOGY  R1B6ON  PROPUcES 
PAR.  < ,  RICH  PRiN  TiNQ. 


PLU6-IN 
MODULES  ALLOW  FOR 
QUICK  CHANGES  OF  TYPE  FACES 


WORKS  WITH  ALL  ISM  PC's 
AS  WELL  A3  MANY  OTHER. 
MICROCOMPUTERS,  jj^ 


The  IBM  Quietwriter®Printer  Model  2 
for  whisper-quiet  quality  graphics  and  text. 


Quality.  That  s  the  word  that 
ings  to  mind  when  describing 
!  "Quietwriter"  Printer  Model  2. 
Its  letter-quality  printing,  for 
unple,  gives  you  all  the  crisp- 
is  and  deep,  rieh  gloss  of  IBM 
eetric®  Typewriter  printing, 
e  quality  of  its  high-resolution 
iphies  makes  for  full  curves 
i  sharp  detail.  And,  of  course, 
whisper-quiet  operation  im- 
wes  the  quality  of  your  work 
vironment. 


The  "Quietwriter"  Printers 
other  qualities?  Speeds  of  up  to 
60  characters  per  second,  depend- 
ing on  pitch  and  application.  And 
interchangeable  plug-in  fonts  that 
support  the  full  252-eharacter  set 
of  the  IBM  Personal  Computer. 
(Perfect  if  you  need  output  in 
more  than  one  type  style.) 

The  IBM  "Quietwriter" 
Printer  attaches  to  IBM  PCs  and  to 
many  other  personal  computers. 
And  it's  part  of  our  growing 


family  of  personal  printers. 
All  designed  to  serve  a  single 
purpose:  To  give  everything  you 
do  the  finishing  touch. 

For  the  authorized  IBM  dealer 
or  the  IBM  Product  Center  nearest 
you — or  for  free  literature — call 
1  800  IBM-2468,  Ext.  LC/7. 
Or  contact  your  IBM  marketing 
representative. 


IBM  Personal  Printers...The  Finishing  Touch 
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v  rtouiiid.iir.il  momr.  >.  98 payment  and  tiOO  rrnrm^Mti   /.  i      >  -         .  ,.„„.,.        .  . 

,  local  fees, tax,  options  additional. 

The  art  of  engineeri 


 rrcsngc  t  .easing  aeater  tnrougn  May  Jl,IV86asa  bO-month,closa 

u Mu,„d.l;rst month,  v  ■  !  ■  payment  and  iiOO  security  depmit  are  required  in  advanceMonthly  pa?^ 
■■  extended  igVCi  ,  rest.ge  Leasing.Tetal '  lease  payments  $17,880 pluslOe  per  mile  over  75,000.  Registration  I 
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d"  recommendation  for  the 
id  Bankers.  "If  we  own  it,  we 
Id  buy  it — now.  If  its  potential  is 
iocre,  we  sell  it.  If  we  buy  a  secu- 
it  par  and  it  trades  at  105,  and  we 
it,  and  it  later  trades  at  110,  we 
e  a  mistake." 

ch  mistake  is  rigorously  ana- 
1.  "We  record  what  we  said 
Id  have  been  done,  what  we  in 
did  and  what  would  have  hap- 
d  if  we  had  made  optimal  deci- 
5 — in  hindsight,"  Rotberg  says, 
t  emphatically,  however,  the  ana- 
ig  of  mistakes  is  not  done  for  pur- 
s  of  reward  or  punishment. 
ys  Rotberg:  "There  are  no  re- 
is  or  punishments  for  superb  or 
itrous  decision  making.  We  be- 
that  inhibits  rational  analysis, 
egos,  our  fears,  our  concern  about 
capital  and  looking  good  have 
ing  to  do  with  predicting  interest 
.  Therefore,  to  the  extent  possi- 
ny  responsibility  is  to  relieve  the 
from  external  constraints  and  let 
i  concentrate  on 
;s  that  go  into  the 
ical  and  economic 
lions  which  are 
y  to  affect  interest 


There  is  no  such 
thing  as  a  "hold" 
recommendation 
for  the  World 
Bankers.  "If  we 
own  it,  we  would 
buy  it — now.  If  its 
potential  is 
mediocre,  we  sell 
it,"  says  Rotberg. 


tberg  is  contemp- 
s  of  the  way  most 
nercial  banks 
le  their  invest- 
ts.  "The  system 
U.S.  commercial 
s  have  of  main- 
ng  portfolios  at 
nal  book  cost  inhibits  rational 
:ion  making.  The  portfolio  man- 
is  restrained  from  selling  to  cut 
s  because  then  the  loss  would  be 
le,"  Rotberg  says, 
e  rigor  of  the  analysis  at  the 
d  Bank  extends  to  insisting  on 
ting  the  opportunity  cost  of 
ey.  "It  is  wrong  to  say  you  did  not 
money  if  you  held  cash  when 
s  were  paying  14%  and  they  are 
paying  7%,  and  you  still  have  all 
cash,"  Rotberg  says, 
at  14%  bond  you  did  not  buy 
:al  years  ago  is  selling  now  at  140, 
you  have  lost  40%  because  you 
till  in  cash. 

ly  does  the  World  Bank  maintain 
120  billion  worth  of  liquidity? 
not  lend  it  out,  according  to  its 
:er,  to  developing  countries?  The 
believes  that,  for  flexibility,  a 
olio  manager  should  have  a  gen- 
5  cushion  against  the  time  when 
ly  not  be  appropriate  to  borrow, 
en  bond  markets  deteriorate,  we 
down  our  liquidity  until  mar- 
stabilize,"  Rotberg  says.  "That 
i  us  total  flexibility  as  to  when  we 


borrow,  where  we  borrow,  at  what 
maturity,  whether  at  fixed  or  floating 
rates,  in  what  currency,  long  or  short, 
publicly  or  privately."  The  bank  does 
not  want  to  be  in  the  position  of  hav- 
ing to  borrow  when  it  would  prefer  to 
wait  six  months. 

"We've  seen  a  lot  of  banks  and  cor- 
porations that  assume  the  world  is 
stable  and  predictable.  They  also  as- 
sume that  factors  outside  their  con- 
trol will  never  be  harmful  to  them, 
that  markets  will  always  be  there  for 
them  and  for  everyone  else.  They  also 
assume  that  they  can  predict  interest 
rates  and  exchange  rates.  They  tend  to 
borrow  cautiously  because  they  as- 
sume they  can  always  get  it  later. 

"They  tend  to  borrow  short  rather 
than  long,  variable  rather  than  fixed, 
because  the  immediate  costs  tend  to 
be  lower,"  he  says.  Rotberg  and  his 
associates  think  this  emphasis  on 
short-term  costs  is  short-sighted  and 
self-defeating. 
In  the  financial  markets  around  the 
world,  Rotberg  is  held 
in  awe.  Overall  he  and 
his  crew  have  been  suc- 
cessful in  helping  the 
World  Bank  produce  re- 
turns on  earning  assets 
(loans  plus  cash)  that 
are  far  better  than  any 
of  the  U.S.'  15,000 
commercial  banks  in 
recent  years. 

The  rate  of  return  on 
earning  assets  for  the 
second  half  of  1985— 
first  half  of  the  World  Bank's  fiscal 
year — was  2%,  about  three  times  that 
of  a  commercial  bank.  The  return  on 
capital  of  13%  to  15%  is  about  equal 
to  large  money  center  banks,  al- 
though the  World  Bank  has  three 
times  as  much  capital  as  a  typical 
commercial  bank. 

Where  do  the  profits  go?  In  part  to 
building  reserves  and  in  part  for  grants 
to  poorer  countries.  "We  have  been 
able  to  minimize  our  charges  to  less 
developed  countries  because  of  the  re- 
turn on  our  own  liquid  portfolio  and 
the  low  cost  of  our  borrowings,"  Rot- 
berg says. 

And  now  for  the  dumb  question: 
Whither  interest  rates?  Rotberg  says 
that  on  the  basis  of  a  current  7.35% 
return  on  30-year  Treasury  bonds,  the 
chances  are  65-to-35  that  rates  will 
rise  100  basis  points,  to  8.35%  a  year 
from  now,  as  against  the  possibility 
they  will  fall  100  basis  points,  to 
6.35%.  Explains  Rotberg,  "That 
means  I  feel  twice  as  strongly  that 
yields  will  be  up  by  1%  rather  than 
down  1%,  and  that  is  how  I  would 
arrange  my  portfolio."  ■ 


NOTHING  SO  NEEDS 
REFORMING  AS 
OTHER  PEOPLE'S 
HABITS. 

— — ^—  Mark  Twain  m 

And  nothing  so  leads  to 
divorce  as  acting  on  the  above. 
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In  its  race  to  catch  up  with  Western  econo- 
mies, China  needs  everything.  But  it  cant 
afford  to  pay  hard  currency.  Solution? 
Leasing  and  countertrade. 

Can  you  lease 
an  economy? 


By  Geoffrey  Smith 


How  do  you  help  a  developing 
nation  industrialize  without 
depleting  its  scarce  foreign 
currency  reserves?"  asks  Millard 
Chiang,  president  of  Consortium 
Leasing  Corp. 

"Leasing  is  the  answer,"  he  says, 
with  a  booming  voice  and  a  big  smile. 

Lease  an  entire  industrial  base? 
Hold  those  patronizing  chuckles. 
Some  smart  money  is  betting  that  it's 
possible:  Consortium  Leasing  is  joint- 
ly owned  by  Yamaichi  Securities,  one 
of  Japan's  four  largest  security  firms; 
by  Equitable  Life  Leasing,  one  of  the 
biggest  forces  in  U.S.  leasing;  and  by  a 
subsidiary  of  Sweden's  big  Axel  John- 
son Group,  A.  Johnson  &  Co.,  a  pri- 
vately held  $2.5  billion  (sales)  trading 
company  with  extensive  Eastern  bloc 
and  countertrade  expertise. 

The  target  is  China.  But  it  could 
just  as  easily  be  India  or  Brazil  or  any 
other  widely  diversified  developing 
economy. 

Chiang,  43,  knows  China  well.  He 
was  born  in  Shanghai,  where  his  pa- 
ternal grandfather  was  a  founder  of 
Shanghai  Commercial  Bank.  Chiang's 
father  also  did  well  exporting  fur, 
sending  9  of  his  12  children  to  the  best 
U.S.  private  schools.  Chiang  himself, 
whose  background  is  accounting,  has 
been  a  leasing  specialist  for  the 
Chemical  and  Irving  Trust  banks. 
Just  back  from  a  meeting  with  the 
highest,  highest"  officials  of  China's 
ministries  of  metallurgy  arid  nonfer- 
rous  metals,  arranged  by  Consortium 
Leasing's  executive  vice  president, 
Fong  Chi,  an  old  China  hand  based  in 
Hong  Kong,  Chiang  has  a  shopping 
list:  He  is  looking  at  a  French  power 
plant,  an  American  steel  mill,  off- 
shore oil  rigs  in  the  Gulf  and  some 
used  coal-mining  equipment  standing 


idle  in  West  Virginia. 

Here's  how  a  Consortium  Leasing 
deal  with  China  might  work:  "China 
has  plenty  of  coal  but  little  foreign  re- 
serves," says  Chiang.  "Equitable  tells 
us  that  there's  plenty  of  coal-mining 
equipment  in  good  condition  standing 
idle  in  West  Virginia.  Equitable  can 
buy  the  equipment  and  have  Johnson 
sell  it  to  China.  Yamaichi  would  then 
finance  the  leasing  in  Japan's  private- 
placement  market.  The  Chinese  sup- 
ply coal  to  Johnson  on  a  long-term 
contract.  And  then  Johnson's  Swedish 
kronor  are  turned  into  dollars  by  Ya- 
maichi. They  all  get  two  cuts  on  the 
profits:  Equitable  gets  a  commission 
for  sourcing  the  equipment.  Johnson 
gets  a  commission  for  selling  China 
the  mining  equipment  and  also  sell- 
ing the  coal.  Yamaichi  gets  fees  for 


underwriting  the  private  placem 
and  exchanging  currency.  When  I 
the  deal,  I  get  a  cut  of  those  comn 
sions,  and  all  three  corporate  sto 
holders  get  a  cut  of  that  cut.  Alter 
tively,  when  Equitable  does  the 
nancing  programs  on  new  equipm 
here  in  the  U.S.,  they  get  the  invi 
ment  tax  credit,  but  they  pay  me  a 
to  do  that — part  of  which  they  j 
double  earnings." 

Johnson  can  then  offload  the  cc 
modities  or  finished  goods  used  to 
for  it,  in  the  Eastern  bloc  if  necess; 
Here  Equitable  does  the  leasing.  / 
Yamaichi  handles  any  necessary  c 
rency  exchanges. 

But  why  is  such  a  joint  vent 
needed?  Why,  for  example,  couk 
France  have  sold  its  old  power  plan 
China  directly?  "Very  logical  qi 
tion,"  says  Chiang  approvingly.  "' 
answer  is,  because  they  didn't  th 
of  it.  They  didn't  have  the  conta 
They  didn't  know  the  specificatior 

And  what  makes  Chiang  think 
can  pull  this  off  if  it's  never  been  di 
before?  Because,  he  says,  he 
worked  for  a  failing  bank-insura 
company  leasing  consortium  in  II 
and  knows  where  the  sandtraps  , 
"One  key  is  to  have  a  separate  m 
agement  that  makes  its  livelihood 
rectly  from  the  consortium  rat 
than  reporting  back  to  the  par 
stockholders.  The  other  is  for  e 
stockholding  entity  to  have  a  clej 
defined  functional  role." 

While  even  Millard  Chiang  is 
about  to  lease  China  the  entire  i 
belt,  it's  nice  to  know  there's  an  af 
market  somewhere  east  of  Suez.  I 


Comortium  Leasing  Corp.  President  Millar 
The  target  now  is  China,  but  it  could 


■i  Chiang 
be  any  developing  economy 
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WHICH 
35mm  CAMERA 
TOOK  THIS 
PHOTOGRAPH? 


ruiu  mure  DacKgrc 
than  ever  before. 


ADY  I" 


OGRAPHS. 


Pictures  so 
so  full  of  detail  tha 
In  writing 
As  you  can  see,  tht 
was  developed  with  on 
To  make  taking  gre 
and  as  instantlv  eniova' 


Introducing  the  Polaroid  Spectra  System. 
A  revolutionary  photographic  system— camera, 
film,  accessories  and  laser-copy  prints  and 
enlargements— that  captures  reality  in  a  way 
we've  never  done  before. 


The  Camera.  The  Very  Picture 
Of  High  Technology. 


Continuing  a  long  tradition  of  Polaroid 

innovation,  the  Spectra  

camera  has  an  interior  M 
filled  with  some  truly 


remarkable  electronic  and  optical  breakthrou 
In  all,  over  40  advances. 
Including  advances  that  help  make  over  3 
complex  focusing  and  exposure  decisions,  al 
within  50  thousandths  of  a  second. 

Which  means  you'll  get  beautiful  photogra 
Instantly  and  automatically. 

And  the  camera's  sleek,  computer-desigr 
exterior  fits  in  your  grasp  so  comfortably  th 
taking  pictures  with  it  becon 
second  nature. 


©  1986  Polaroid  Corp.  "Polaroid'  r  Spectra™ 


An  Autofocus  System  Thai 
erything  except  choose  yol 
As  you  peer  through  the  incre 
\  Spectra  viewfinder,  slightly  de 
tter  release  and  the  sonar  rang 
Dlays  an  exact  readout  (from  J 
our  subject's  distance  from  the 
Press  the  shutter  release  and  t 
em  snaps  the  12  5mm  lens  into 
It's  our  exclusive  Quintic  lens. 
Its  surface  is  molded  to  withirf 
!0  millionths  of  an  inch,  so  yo 
ges  with  virtually  no  optical  di 
Since  this  new  lens  also  allows 
ill  more  of  the  picture  area,  it 
Iscapes  as  well  as  portrait  andl*$Pl 
So  you  can  not  only  take  those 
be  in  them  as  well,  we've  built  i 
itually  has  an  audio  signal  tell 
^htime  you  have  before  the  pic 


The  Spectra  control  panel  allows  you  to  overrid 
he  autofocus,  engage  the  self-timer  and  even  va 


your  picture-taking  options. 

And  its  revolutionary  new  dye  chemistn 
greatly  increases  color  quality. 

You  get  pictures  with  brighter  yellows 
and  greens,  deeper  reds,  more  vibrant  blues, 
truer  whites,  incredibly  accurate  pastels. 
And  more  background  detail 
than  ever  before. 


ie  sonar  transducer 
:mits  sound  waves 

to  precisely 
measure  distance. 


The  Quintic  lens 
produces  sharp, 
brilliant  images. 


OGRAPHS. 


Flash  That's  Always  Ready  I i 
jfe  doesn't  stand  still  waiting  las  the  Spectra 
eady.  And  neither  should  you.  f  the  film  you 
fhat's  why  Spectra's  flash  can 
e  in  less  than  one  second.      fra  instant  film. 
Outdoors  or  indoors,  the  uniq^atly  increases 


am  to  5pm  Eastern  Standard  Time. 


Pictures  so  sharp,  so  life-like  and 
so  full  of  detail  that  we  guarantee  them. 
In  writing* 
As  you  can  see,  the  Spectra  System 
was  developed  with  one  goal  in  mind: 

To  make  taking  great  pictures  as  easy 
and  as  instantly  enjoyable  as  possible. 

And  that's  possible  because,  at  Polaroid, 
we  take  your  pictures  seriously. 


PolaroidSpectraSystem 


We  Take  Your  Pictures  Seriously. 


all  true  photographic  systems, 
has  a  series  of  optional  accessories, 
tireless  remote  control  that  lets  you 
control  the  camera  from  up  to 
40  feet  away,  five 
interchangeable 
filters  that  can 
produce  every- 
thing from 
starbursts  and 
vignettes  to 
multiple  images,  and 
a  collapsible  tripod. 
All  designed  to  help 
lyou  get  the  most  of  your 
picture  taking.  There  is 
Ipecially  designed  series  of  frames 
/ou  display  the  perfectly  composed 
Is  taken  with  your  Spectra  System. 

A  Computer  And  A  Laser 
IBeam  Make  The  Big  Picture. 
re  is  more  to  the  Spectra  System  than 
ing  great  pictures, 
have  developed  a  copy  system  that 
es  oversized,  borderless  laser  prints  of 
ectra  photographs. 

lg  the  latest  in  laser  technology,  we  are 
[can  and  digitize  the  entire  photograph. 


THE 
COMPLETE 
PICTURE. 


After  which,  a  special  computer  checks 
the  color,  tone  scale  and  sharpness. 

Then,  and  only  then,  do  we  reproduce 
it.  Detail  by  detail. 

And  you'll  get  reprints  with  virtually  no 
difference  in  overall  quality  from  your 
original. 

Yet  there  is  one  way  you  can  see  the 
difference.  And  that's  by  ordering  a  laser 
enlargement.  They're  available  in  standard 
sizes  up  to  ll"xl4." 

By  now  it  should  be 
obvious  just  how  extra- 
ordinary the  Polaroid 
Spectra  System  is.  But  if 
you're  still  skeptical,  go 
take  a  photograph 
with  one. 

speak  for  itself. 


The  Funds 


?mper  Financial  has  a  mutual  fund  that 
fers  a  money-back  guarantee.  The  tri- 
mph  of  marketing  over  common  sense 

Zero  plus  one 
isn't  two 


By  Leslie  Pittel 


t's  a  good  bet  that  no  one  will 
ever  go  broke  betting  on  the  naive- 
i  te  of  mutual  fund  buyers.  Witness 
rousing  success  of  the  latest  offer- 
from  Kemper  Financial  Services, 
[.emper,  the  Chicago  insurance 
npany  and  fund  manager,  has  cre- 
el the  Kemper  Double  Play  Trust,  a 
cial  product  for  investors  who 
at  to  have  their  cake  and  eat  it,  too. 
attaching  a  zero  coupon  bond  to 
res  in  a  mutual  fund,  Double  Play 
i  make  a  money-back  guarantee, 
feet  for  someone  who  thinks  there 
st  be  a  way  to  participate  in  the 
rific  bull  market  without  taking 
r  chances. 

"here's  nothing  ingenious  about  it. 
fou  invested  $10,000  in  Kemper 
ies  I,  Kemper  guarantees  that  you 
1  have  at  least  $10,000  in  1995. 
w?  Kemper  put  about  half  your 
ney  in  a  zero  coupon  bond  that 
tures  in  1995  and  about  half  in  a 
ck  fund,  Kemper  Summit.  Because 
$5,000  investment  in  the  8%  zero 
rrent  rates  on  zeros  are  lower)  will 


double  in  nine  years,  Kemper  can 
promise  to  return  your  initial  invest- 
ment, even  if  the  mutual  fund  were  to 
lose  everything. 

It's  a  marketing  winner.  The  trust's 
$52  million  Series  I  is  almost  com- 
pletely sold,  and  Kemper  is  about  to 
launch  Series  II.  Who's  buying?  Peo- 
ple who  have  no  concept  of  the  time 
value  of  money — who  don't  realize, 
that  is,  that  $10,000  in  1996  is  not  the 
same  as  $10,000  today. 

The  Double  Play  Trust's  prospectus 
lists  a  5%  sales  charge,  vs.  8.5%  for 
other  Kemper  funds,  and  a  bargain 
0.13%  annual  management  fee.  In 
truth,  the  costs  are  a  lot  higher. 

A  5%  fee  on  a  $10,000  Double  Play 
is  $500.  But  a  $5,000  zero  coupon 
bond  can  be  bought  separately  at  a 
discount  house  for  a  1%  commission, 
or  $50.  That  means  the  remaining 
$5,000  investment  in  Kemper  Sum- 
mit is  costing  $450  in  sales  charges,  a 
hefty  9%  load. 

As  for  the  management  fee,  it  cov- 
ers only  the  trust  itself.  Kemper  Sum- 
mit still  gets  its  regular  fee.  Again, 
zeros  bought  directly  don't  require  a 


management  fee,  so  the  whole  0.13%, 
or  $13,  can  be  assigned  to  Kemper 
Summit.  On  a  $5,000  investment, 
that  comes  to  0.26%  in  annual  fees. 
Add  this  to-Summit's  historic  0.46% 
expense  ratio  and  you  get  an  overall 
0.72%  annual  cost  of  staying  in  Sum- 
mit via  Double  Play.  That  is  not  bad, 
but  it's  no  giant  bargain. 

What  about  Summit?  In  the  last 
annual  Forbes  survey  (Sept.  16,  1985), 
the  fund  rated  an  A  for  bull  market 
performance  and  a  C  for  bear  markets. 
Now,  with  $319  million  in  net  assets, 
it  boasts  a  very  nice  average  annual 
return  of  20%  for  the  ten  years 
through  Mar.  31,  1986.  But  the  stock- 
picker  who  ran  up  most  of  that  record 
got  promoted  out  of  the  job  a  year  ago. 
The  new  manager,  Albert  Gustafson, 
is  still  unproven.  He  turned  in  a  re- 
spectable 36%  return  over  the  latest 
12  months,  against  40%  for  the  Lipper 
Growth  Fund  Index. 

Even  the  folks  at  Double  Play  admit 
that  this  is  no  godsend  to  investors. 
"Anybody  could  do  this,  but  it's  just 
human  nature  to  be  lazy  when  you 
have  to  make  two  different  invest- 
ments," says  Robert  Butler,  the 
Kemper  senior  vice  president  who  de- 
veloped the  Double  Play  Trust.  Lazy, 
and  a  little  naive. 


Is  it  time 

for  small  stocks? 

A great  experiment  got  under  way  a 
>year  ago — a  test  of  the  academic 
theory  that  small  stocks  beat  big  ones. 
The  LoCap  Fund,  offered  by  United 
Services  Advisors,  was  going  to  buy 
only  stocks  with  market  capitaliza- 
tions under  $15  million  (Forbes,  May 
6,  1985).  So  far,  not  so  good.  In  the  12 
months  to  Mar.  31,  LoCap  earned  3%, 
against  50%  for  the  Dow  (dividends 
reinvested). 
But  for  those  who  believe  it's  time 
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Where  does  the 
Los  Angeles  Times 

who,  what,  where  &  when 
of  their  phone  bills? 


The  answer  is  Account-A-Call 
Corporation,  the  nation's  leading 
telecommunications  data  proc- 
essing firm.  Account-A-Call  gets 
the  scoop  on  every  Los  Angeles 
Times  call  placed  from  its  down- 
town headquarters  and  seven 
suburban  zone  locations.  That's 
more  than  15,000  calls  a  day! 

Account-A-Gall  then  reports  its 
findings  to  the  Times  every 
month,  with  unmatched  accuracy 
and  adhering  to  the  strictest 
deadlines.  And  we  uncover  our 
sources,  revealing  who  at  the 
Times  made  each  call;  where  and 
when  the  call  was  placed;  how 
long  it  took,  and  most  important: 
how  much  the  call  cost  the  Times. 


With  complete  objectivity, 
Account-A-Call's  reports  allocate 
the  newspaper's  costs  by  division, 
department,  cost  center  and  indi- 
vidual, enabling  the  Times  to 
manage  and  control  its  telephone 
costs. 

To  find  out  more  about  how 
Account-A-Call  Corporation  can 
help  manage  and  control  your 
company's  telephone  costs,  call: 
(818)  846-3340,  or  write:  Account- 
A-Call  Corporation,  4450  Lakeside 
Drive,  Burbank,  CA  91505. 

Account-A-Call 


CORPORATION 


Baby  blue  chips 


Companies  with  less  than  $100 
million  of  stock  outstanding 
have  lagged  the  big  companies 
over  the  past  year.  Are  small 
stocks  due  for  a  catch-up?  If  so, 
these  mutual  funds,  which  look 
for  small  firms  that  they  think 
will  be  tomorrow's  blue  chips, 
should  do  well. 


Name 

Assets* 

millions)  Return 

Acorn 

$  317.7 

33.0 

Babson  Enterprise 

35.3 

31.7 

DFA  Small  Company} 

832.1 

27.3 

Explorer  II  21.5 

GIT  Special  Growth 

6.8 

46.5 

Gradison  Emerging  Growth  6.1 

40.2 

Janus  Venture 

7.8 

Naess  &  Thomas  Special 

35.8 

25.4 

"New  Beginning"  Growth  25.3 

36.6 

Putnam  Capital 

12.0 

32.6 

T  R  Price  New  Horizons 

1,474.7 

24.9 

Scudder  Development 

262.6 

24.5 

SteinRoe  Discovery 

94.8 

31.8 

•As  of  Dec  31. 1985. 

tFrom  Mar  29. 1985  through  Mar  31. 1986. 
±Open  only  to  institutional  investors 
"Not  in  operation  for  the  full  period. 

Source  Lipper  Analytical  Senic 

for  the  small  stocks  to  catch  up,  th< 
are  some  better-managed  funds  tl 
emphasize  the  small  and  mediu 
small  (see  table). 

Will  the  small  stocks  catch  up?  O 
important  barometer  comes  up  wit] 
favorable  forecast  for  small  stoc 
these  days:  the  ratio  of  the  aven 
price/earnings  multiple  of  stocks 
the  T.  Rowe  Price  New  Horizc 
Fund  (which  leans  to  small  grow 
companies)  to  the  average  P/E  of  t 
S&P's  500. 

The  ratio  has  fluctuated  betwe 
2.25  and  0.75  over  the  past  20  yea 
When  the  ratio  gets  below  1.4,  t 
theory  goes,  small  stocks  are  che; 
After  falling  for  the  past  2 Vi  years,  t 
ratio  is  now  1.3. 

Besides  the  disappointing  LoC; 
there  aren't  many  truly  small-sto 
funds.  Even  when  small  is  defined 
having  a  $100  million  capitalizatic 
only  a  few  of  the  funds  above  have 
least  half  their  assets  in  small  stoc] 
Acorn,  Babson  Enterprise,  DFA  Sm 
Company,  Explorer  II  and  GIT  Spec 
Growth.  As  for  the  other  funds  list 
here,  they  do  own  small  stocks,  b 
they  own  lots  of  medium-size  stoc 
as  well. — L.P. 
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Why  fool  around 
with  an  express  service 
that  delivers  less  of  the  world? 

DHL  introduces 
the  new  Express  Document 
that  delivers  more  of  the  world, 

Faster. 


Send  up  to  15  pages  of  important  business  cor- 
respondence almost  anywhere  in  the  world. 
With  more  offices  in  more  countries,  DHL  deliv- 
ers to  more  of  the  world  faster.  And  at  our  low- 


only  $29  to  major  cities  of  Europe  and  the  Far 
East.  Call  DHL,  the  world's  most  experienced  air 
express  service,  at  800-CALL  DHL  and  ask  for 
the  new  international  Express  Document.  Why 


est  prices.  For  example,  only  $26  to  London,      settle  for  less? 


No  fooling, 


All  the  money  you  want,  no  questions 
asked.  That's  how  some  Albany,  NY.  banks 
helped  one  local  customer.  Now  the  money 
is  gone,  the  customer  has  gone  bankrupt, 
and  Albany  has . . . 

Twelve  angry 
bankers 


By  Ellen  Benoit 


Want  a  good  deal  on  a  mov- 
ing van?  How  about  104 
moving  vans?  Then  stop  by 
the  repossessed  collateral  desk  at  Key 
Bank  of  Albany,  N.Y.  and  take  your 
pick,  mostly  1985  models,  each  bright 
orange  and  sporting  "Allied  Van 
Lines"  on  the  side — and  each  going  for 
about  25%  off  appraised  value. 


Key  Bank  N.A.  (assets,  $1.5  billion) 
is  in  the  truck  business,  thanks  to  one 
J.  Thomas  Vogel,  40,  former  Allied 
Van  Lines  chairman  and,  more  recent- 
ly, borrower  extraordinaire. 

Vogel 's  own  company,  $25  million 
(sales)  Vogel  Van  &  Storage,  was  one 
of  Allied 's  top  five  agents  until  it 
went  bankrupt  in  October.  It  seemed 
that  since  1984  Vogel  had  pushed  his 
debt  to  $30  million  to  a  dozen  Albany 


banks  and  sundry  creditors  but  som 
how  could  not  explain  where  all  tl 
money  went — or  pay  it  back. 

Imagine  how  the  bankers  felt  wh< 
they  realized  that  most  of  them  h; 
failed  to  cover  a  seemingly  trivial  d 
tail  when  lending  the  money  to  beg 
with:  getting  secured  collateral.  Nc 
the  Federal  Bureau  of  Investigatio 
bank  examiners  and  others  have  d 
scended  on  Albany  to  ask  the  touj 
questions  the  bankers  themselv 
should  have  been  asking  of  Vog 
all  along. 

What's  turning  up  is  a  trail  of  pe 
sonal  and  corporate  fraud  so  Byza 
tine  that  no  one  seems  quite  sure  evi 
how  many  trucks  Vogel  Van  &  Stc 
age  actually  owns.  Meanwhile,  a  pc 
trait  of  banking  at  its  slipshod  woi 
has  begun  to  emerge,  with  loan  of 
cers  cavalierly  handing  out  six-  ai 
seven-digit  checks  to  a  "pillar  of  tl 
community"  on  little  more  than  I 
assurance  of  having  worthwhile  pla 
for  the  funds.  It  is  a  story  that  echo 
the  asset-driven  lending  frenzies  th 
brought  such  big-name  banks  as  Co 
tinental  Illinois  to  the  brink  of  ruin 
the  early  1980s.  And  it  illustrat 
what  can  happen  when  lending  ins 
tutions  of  all  sizes  fail  to  provide  < 


Vogel  Van     Storage  Chief  Operating  Officer  John  Sise 
'"The  bani  -'Ts  all  wanted  '.o  be  part  qfVogci's  growth 


but  we  tried  to  expand  too  fast. 
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The  Mass  Mutual 
Challenge. 

m  other  companies  talk  about  their  claim  track  record,  we  leave  them  in  the  dust. 

Mass  Mutual,  and  we  challenge  any  company  to  beat 
ick  record  in  claim  management.  We  integrate  speed, 
ighness  and  personal  service  better  than  anyone  else 
business. 

r  electronic  claim  processing  system  is  as  advanced 
sxible  as  any  network  you'll  find.  Together  with  our 
f  professionals,  MAGNET  allows  us  to  make  an  un- 
cled promise:  we  will  provide  any  level  of  claim  turn- 
d  our  client  requires.  Not  just  good  turnaround,  but 
5  that  meets  the  most  exacting  demands, 
t  for  us,  speed  alone  is  not  enough.  We  provide  true 
management,  not  mere  processing, 
monitor  all  claims  carefully,  so  that  our  clients  enjoy 
of  the  most  impressive  cost  savings  in  the  industry. 
;o  recommend  alternatives  to  reduce  catastrophic 


claim  costs  through  alternative  treatment  programs. 

And  every  Mass  Mutual  client  is  assigned  their  own  claim 
examiner-someone  who  knows  the  company  and  its  plan 
of  benefits,  and  understands  exactly  how  to  help. 

When  it  comes  right  down  to  it,  we'll  challenge  any  other 
insurer  to  prove  that  their  claim  management  stands  up  to  ours. 
Speed,  thoroughness  and  a  personal  touch  are  our  hallmarks. 

Let  us  show  you  why  our  claims  service  is  one  of 
the  reasons  more  and  more  employers  are  choosing  Mass 
Mutual.  Have  your  agent,  broker  or  consultant  call  their 
Mass  Mutual         mm  m  m      i  t 

fcaive  MassMutual 

Take  the         GROUP  LIFE  AND  HEALTH 

challenge.  Massachusetts  Mutual  Lite  Insurance  Co.,  Springfield.  MA  01 1 1 1 


CORUM, 

An  Investment  in  Time 


Achievement 
has  its  own  rewards. 

The  Corum  (iold  Coin  Watch.  $20.  American  gold  piece.  Quartz.  Swiss  hand-crafted. 
For  brochure  send  $2  to  Corum,  Dept.  FB,  650  Fifth  Ave.,  NY.  NY  10019 


The  cure 

for  the 
common  CD. 


i 


i 
i 

i 


If  your  bank  CD  has  you  feeling  a 
little  under  the  weather  because  the 
yield  just  isn't  healthy  anymore,  you 
should  know  about  Twentieth  Century  U.S. 
Governments — a  mutual  fund  for  people 
who  want  both  high  current  income*  and 
the  kind  of  safety 
that  comes  from 
investing  only  in 
securities  of  the 

U.S.  government  and  its  agencies.  So  if  you  want  to  feel  better  about 
your  investments,  we've  got  the  cure:  take  two  minutes,  and  call  us  in 
the  morning. 

Want  to  know  more?  For-  complete  information  about  U.S.  Governments 
and  our  six  other  funds,  write  or  call  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

No-Load,  No-Minimum  Mutual  Funds 

Please  send  a  free  prospectus  to: 

Name  


Address . 
Ciiy  


State   


Zip  . 


P.O.  Box  200,  Kansas  City,  MO  64141  (816)  531-5575 

*Share  price  and  yield  fluctuate  and  are  not  guaranteed.  Past  results  do  not  predict 

future  performance. 
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Former  Allied  Chairman  Tom  Vogel 
Cash  for  a  pillar  of  the  communi 

fective  controls  on  the  activities 
their  own  loan  departments  (Fori 
Mar  10,  p.  135). 

A  portrait  of  Tom  Vogel,  who 
clined  to  be  interviewed  for  this  stc 
has  also  begun  to  emerge.  It  is 
image  of  a  seemingly  blemish-free 
cal  businessman  who  inherited  c 
trol  of  his  family's  moving  and  stor 
firm.  He  built  it  into  a  nationw 
trucking  concern  while  propell 
himself  to  the  chairmanship  fr 
1980  to  1984  of  Allied  Van  Lines, 
nation's  largest  mover  of  househ 
goods.  "He  willingly  accepted  his  r 
and  stepped  right  into  it,"  recalls  < 
childhood  friend.  "In  fact,  it  was  h 
to  entice  Tom  to  come  out  for  golf 
or  a  weekend  of  fun,  because 
whole  existence  was  for  the  fan 
and  the  company." 

Yet,  privately,  Vogel  appears  a  n 
slowly  buckling  under  the  need 
measure  up  to  family  and  commun 
expectations  as  the  heir  to  one  of 
bany's  most  venerable  businesses, 
his  debts  mounted  and  his  borrow 
habits  escalated,  his  longtime  inter 
in  clothing  became  an  obsession.  D 
ing  one  memorable  splurge  in  a  lo 
haberdashery  named  Execut 
Clothiers,  Vogel  walked  off  with  I 
pairs  of  slacks;  on  another  occasi 
1.0  suits  and  8  sport  coats.  Now 
store  has  a  $50,000  tab  that  Vogel  1 
not  paid.  But  the  clothes  apparec 
stayed  in  Vogel's  closet,  according 
associates,  who  say  his  sartorial  st 
remained  wholly  ordinary  and  unc 
tinguished  throughout  his  firm's  t\ 
year  decline. 

Why  did  the  banks  give  Vogel  si 
mountains  of  cash  to  begin  wi 
"There  are  20  financial  institutions 
Albany,"  says  James  Patrick,  pr< 
dent  of  Key  Bank,  "and  we're  all  go 
after  the  same  customers.  It's  a  v 
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Back  in  1982,  what  did 
alue  Line  predict  about 

interest  rai 
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ccuracy  of  the  forecasts  is 
t  uncanny.  Don't  you  owe  it 
irself  to  find  out  what  Value 
>  saying,  today? 

ne  does  not  attempt  to  predict  short 
irket,  or  interest  rate,  movements.  It 
tely  not  a  "market  timer."  However, 
ne  s  financial  forecasts  have  proven 
jncannily  accurate  in  predicting  the 
interest  rates  and  stock  prices  over 
term.  These  forecasts  are  based  on 
tionships  between  corporate  profits 
GNP;  long-term  bond  yields  and  the 
inflation;  and  the  earnings  yield  of 
:ompared  with  that  of  bonds, 
is,  all  the  way  back  in  the  July  30, 
;ue,  Value  Line  forecast  that  by  1986 
i  would  reach  1500  to  2000  and  that 
Bond  Yield  would  fall  to  8%  to  9%.  In 
13,1 984  issue,  Value  Line  advanced 
redictions  and  called  for  the  Dow  to 
XX)  to  2600  by  1 986-1 988  with  bonds 
roughly  9%  at  the  same  time. 

e  free  copies  of  these  back 

;end  you  reprints  of  the  July  30, 1982 
il  13,  1984  issues  of  Value  Line  with 
subscription  so  you  can  review  Value 
recasts  for  yourself.  Equally  impor- 
se  issues  also  contain  a  detailedex- 
n  of  how  Value  Line  arrived  at  the 
:s.  And  of  course,  your  trial  subscrip- 
/alue  Line  comes  to  you  under  our 
Dack  guarantee. 

nily  accurate  for  the  past  20 
-Value  Line's  Number  1  Stock 
igs. 

ne's  forecasts  about  stock  prices  and 
rates  are  long  range  calculations 
g  a  number  of  years.They  provide  a 
insight  and  direction  into  trie  flow  of 
I  events. 

more  immediately  important  to  the 
al  investor  are  the  forecasts  Value 
kes  every  week,  expressed  by  Value 
ankings  of  1700  of  the  most  widely 
stocks,  representing  95%  of  the  mar- 
llar  volume. 

sry  week  The  Value  Line  Investment 
ranks  1 700  stocks  from  1  (best)  to  5 
;or  relative  year  ahead  performance, 
ranked  Number  1  for  timeliness  and 
mately  1 50  are  ranked  Number  1  for 


safety.  For  over  20  years  now,  from  1965 
through  1985,  the  Number  1  ranked  stocks 
have  consistently  demonstrated  superior 
performance.  Thus,  this  tested  ranking  sys- 
tem provides  the  investor  with  an  invaluable 
guide  for  stock  performance  and  selection. 

In  each  weekly  issue,  Value  Line's  statis- 
tical system  of  cross-sectional  analysis  — 
using  computer  programs  based  on  relative 
prices,  reported  earnings  and  relative  growth 
rates  —  reduces  the  complicated  relation- 
ship of  prices  to  earnings,  growth  and  risk, 
to  two  straightforward  indices: 

•  The  stock's  rank  for  "Timeliness,"  probable 
market  performance  in  the  next  12  months 
relative  to  the  whole  population  of  1700 
stocks.  Number  1  ranked  stocks  can  be 
expected  to  do  better  than  the  others. 

•  The  stock's  rank  for  "Safety,"  or  risk  avoid- 
ance, relative  to  the  whole  population  of 
stocks.  From  1965  to  1985,  stocks  ranked 
Number  1  for  safety  suffered  less  than  oth- 
ers in  market  sell-offs. 

Receive  10  weeks  of  Value  Line  for 
only  $55  on  this  introductory  offer. 

You  can  now  receive  10  weeks  of  the  Invest- 
ment Survey  used  by  thousands  of  profes- 


sional money  managers  —  and  take  advan- 
tage of  the  famous  Number  1  rankings  —  for 
about  half  the  regular  price. 

Every  week,  you  receive  the  40-page 
Summary  &  Index  with  updated  rankings  of 
1 700  stocks ...  plus  the  1 2-page  Selection  & 
Opinion  section  with  a  wealth  of  investment 
background... plus  the  144-page  Ratings  & 
Reports  section  with  about  130  full-page 
reports  on  individual  stocks.  You  also  receive 
the  free  back  issues  described  above. 

AS  A  DOUBLE  BONUS,  at  no  addi- 
tional charge,  you  receive  the  2000-page 
Investors  Reference  Service  (including  the 
latest  full-page  reports  on  all  1700  stocks 
currently  under  review),  plus  the  72-page 
booklet,  "A  Subscribers  Guide,"  by  Arnold 
Bernhard.  This  book  is  YOURS  TO  KEEP  even 
if  you  return  the  other  material  under  our  30- 
day  money-back  guarantee. 

Order  by  phone,  toll-free.  Call 
1-800-633-2252  (Ext.  281),  24 

hours  a  day,  7  days  a  weeK.  Or 
mail  the  coupon.  American  Ex- 
press, MasterCard  or  Visa  ac- 
cepted. Money  back  if  not 
completely  satisfied. 

Department  8 16A 19 
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Afi^The  Value  Line  Investment  Survey 

\jr      71 1  Third  Avenue,  New  York,  NY  10017.  Department  816A19 

No-Risk  Trial  Introductory  Offer 


□  1 0  week  trial  of  Value  Una  for  $55,  tax- 
deducUble.  (Available  only  once  every  two 
years  to  any  one  household.)  Includes  the 
two  bonuses  listed  above. 

□  Payment  enclosed. 


□  1  year  (52  Issues)  of  Value  Line  for  $425, 
tax-deductible.  There  are  no  restrictions 
with  this  full-term  subscription.  Includes  the 
two  bonuses  listed  above. 
All  subscriptions  are  tax-deductible  and  non- 
assignable. Foreign  rates  on  request 

Or  charge  to:   □  American  Express;   □  MasterCard;   □  Visa 

Credit  card  number:  Expiration  Date 

I     I     I     I     I     I     I     I     I     I     I     I     I     I     I     I  I   

(NY  residents  add  sales  tax.)  Please  allow  3-4  weeks  for  delivery. 


month 


day 


year 


Signature . 
Name  


Address . 
City  


.  State . 


.Zip. 


GUARANTEE:  If  dissatisfied  for  any  reason,  return  materials  within  30  days  for  a  full  and  unques- 
tioned refund. 


James  Patrick,  president  of  Key  Bank  N.A. 

Want  a  good  deal  on  a  moving  van?  How  about  104  moving  vans? 


Umc*.  Mc< 


competitive  market."  Or  as  John  Sise, 
33,  who  has  now  taken  over  as  Vogel's 
chief  operating  officer  in  bankruptcy, 
puts  it:  "The  bankers  saw  a  70-year- 
old  company  with  a  profitable  history 
and  apparently  good  prospects,  and 
they  all  wanted  to  become  lenders  in 
Vogel's  growth." 

Result?  When  Tom  Vogel  hit  State 
Street,  the  heart  of  Albany's  business 
district,  he  walked  into  banks  with 
nothing  more  than  a  sketchy  finan- 
cial statement — and  walked  out  with 
a  check.  Says  Michael  Gilhooly,  a 
high  school  acquaintance  and  former 
Citibank  loan  officer,  who  gave  Vo- 
gel a  $660,000  loan  and  has  lost  his 
job  as  a  result:  "Normally,  if  you 
wanted  a  business  loan,  I  would  have 
no  reluctance  to  call  your  current 
bank  for  a  reference.  But  you  don't 
do  that  sort  of  thing  when  it's  com- 
mon knowledge  that  a  company  has 
built  up  the  reputation  that  the  Vo- 
gels  had  built  up." 

So  confident  were  the  bankers  in 
Tom  Vogel  (and  hungry  for  his  busi- 
ness) that  most  never  secured  title  to 
any  of  Vogel's  fleet  of  moving  trucks, 
which  at  the  company's  .peak  totaled 
353.  Take  Home  &  City  Savings 
Bank  (assets,  $750  million),  which 
reportedly  asked  for  title  to  some 
trucks  in  return  for  a  1985  loan  of 
$1.1  million  but  gave  a  check  to 
Vogel  first  while  leaving  it  to  him  to 
initiate  the  paperwork  at  the  New 
York  State  Department  of  .Motor  Ve- 


hicles. Apparently,  Vogel  never  did. 
All  of  which  has  now  become  a  huge 
embarrassment  for  the  bank,  which 
five  months  ago  went  public  with  an 
initial  stock  offering  right  after  the 
sloppy  lending  procedures  were  com- 
ing to  light. 

Or  take  the  Marine  Midland  Bank, 
the  12th-biggest  bank  in  the  country, 
whose  Albany  branch  lent  Vogel  $3.1 
million  for  new  trucks.  Although  the 
bank  claims  liens  on  more  than  100  of 
Vogel's  trucks,  the  bank  has  so  far 
been  unable  to  provide  supporting  pa- 
perwork to  back  up  the  claims. 

Why  did  Vogel  need  such  largesse? 
His  intention,  it  seems,  was  to  ex- 
pand, growing  the  firm  into  the  sort 
of  nationwide  presence  that  would 
make  him  stand  tall  in  the  eyes  of 
family  and  community.  "He  wanted 
to  become  the  largest  Allied  agent," 
explains  Sise,  "and  he  got  in  over  his 
head.  We  tried  to  expand  too  fast 
without  enough  money  or  people." 
The  recession  in  the  early  1980s, 
coupled  with  the  simultaneous  de- 
regulation of  the  trucking  industry, 
put  pressure  on  prices  around  the 
time  Vogel  was  beginning  his 
growth  drive.  Meanwhile,  acquisi- 
tions of  smaller  Allied  Van  Lines 
agencies  in  Florida  and  California 
turned  out  to  be  losers. 

As  things  got  worse,  Vogel  went 
back  to  the  bankers  again  and  again, 
and  they  willingly  cut  him  more 
checks.  Meanwhile,  the  supporting 


documentation  got  progressiv 
flimsier.  On  the  stand  in  federal  ba: 
ruptcy  court  earlier  this  year,  Vo 
admitted  to  forging  an  $11  mill 
appraisal  of  his  company's  fleet 
trucks,  a  document  that  got  him  a 
million  loan  from  Key  Bank.  He  a 
admitted  that  it  is  "possible" 
pledged  the  same  trucks  as  collate 
for  more  than  one  loan. 

Not  only  did  Vogel  hit  up 
banks,  he  also  dipped  into  his  e 
ployees'  retirement  and  profit-shar 
funds,  from  which  he  borrov 
$123,000  to  pay  Vogel  Van  &.  Stor 
Co.  operating  expenses.  He  also  m 
aged  to  tap  the  firm  for  $722,000 
"advances,"  drawn  from  company 
counts  and  redeposited  in  various  1 
gel  personal  accounts.  Up  to  $600,( 
apparently  went  back  to  the  com 
ny,  but  in  bankruptcy  court,  Vo 
claimed  he  could  not  remember  w 
he  did  with  all  the  rest. 

If  anyone  recovers  much  at  all, 
likely  to  be  Key  Bank,  which  lent 1 
gel  a  total  of  $9.8  million.  The  m 
cautious  of  the  banks  involved,  I 
seems  to  have  at  least  some  sec 
collateral  and  has  so  far  been  able 
seize  104  trucks,  some  61  of  wh 
have  been  sold  for  $1.3  million.  Su 
up  ex-Citibanker  Gilhooly  of  the  i 
pact  all  this  has  had  on  banking 
Albany:  "I'd  hate  to  be  looking  fc 
business  loan  in  this  town  right  no* 

It's  called  locking  the  barn  door 
ter  the  horse  has  been  stolen.  ■ 
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Our  Open  Office  SystemWorks  In 
Offices  That  Haven't  Even  Been  Built. 
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From  a  land  of  limitless  possibilities  20 
years  ago,  Canada  transformed  itself  into 
a  bristly,  chauvinistic  spendthrift.  Now  it  is 
having  its  own  version  of  the  Reagan  revo- 
lution, and  smart  U.S.  businessmen  and 
investors  smell  opportunity. 

Good  neighbors 
again 


By  Edwin  A.  Finn  Jr. 
and  Richard  C.  Mora  is 

Canada  blew  it.  Our  north- 
ern neighbor  could  have  had 
the  best  of  all  worlds:  French 
culture,  British-style  govern- 
ment and  a  U.S.  business  climate.  In- 
stead, it  got  French-style  government, 
a  British  business  climate  and  U.S. 
culture. 

But  that's  changing  fast,  at  least  the 
business  environment.  Nothing  bet- 
ter illustrates  the  new  Canada  than  its 
intense,  and  successful,  lobbying  in 
the  Finance  Committee  of  the  U.S. 
Senate  earlier  this  month.  Joining 
Ronald  Reagan  in  some  strong-arm 
tactics,  Prime  Minister  Brian  Mulron- 
ey's  Progressive  Conservative  govern- 
ment prodded  the  committee  to  let 
the  U.S.  start  free-trade  talks  with 
Canada.  More  than  any  other  mea- 
sure, a  free-trade  pact  would  end  Can- 
ada's economic  and  political  isola- 
tionism and  bring  its  economy  into 
the  modern  age  (see  box,  p.  134). 

Since  Mulroney  was  elected  20 
months  ago,  he  has  dismantled  many 
nationalistic,  antibusiness  regula- 
tions imposed  during  the  Trudeau 
years.  Like  Reagan  and  Margaret 
Thatcher,  Mulroney  is  part  of  this  de- 
cade's worldwide  revival  of  capital- 
ism. Ideological  and  confrontational 
Mulroney  is  not,  but  neither  is  he  a 
prisoner  of  the  outdated,  semi-social- 
ist ideas  that  infected  so  many  of  his 
predecessors. 

In  his  brief  time  in  office,  Mulroney 
has  already  deregulated  Canada's  oil 
industry  anJ  has  started  on  transpor- 
tation and  imancial  markets.  Even 


more  significant,  Mulroney  gutted 
the  National  Energy  Program,  which 
had  forced  non-Canadian  oil  compa- 
nies to  sell  billions  of  dollars  of  assets, 
and  the  Foreign  Investment  Review 
Act,  which  had  stunted  foreign  in- 
vestment since  its  passage  in  1974.  He 
has  brought  Canada  back  from  the 
economic  isolationism  that  was 
crimping  the  nation's  growth,  in- 
creasing its  unemployment  and  de- 
pressing its  standard  of  living. 

"Investment  in  Canadian  industry 
is  once  again  a  matter  of  business 
judgment  rather  than  political  gam- 
ble," says  Arden  R.  Haynes,  chairman 
of  Imperial  Oil  Ltd.,  Exxon's  Canadi- 
an affiliate. 

U.S.  companies  have  been  quick  to 
respond.  The  biggest  coup  is  General 
Motors'  decision  to  spend  $1.44  bil- 
lion expanding  its  car  plant  in  Osha- 
wa,  Ont.,  about  30  miles  east  of  To- 
ronto. "Canada  continues  to  be  one  of 
the  world's  best-kept  secrets,"  says 
George  A.  Peapples,  president  of  GM 
Canada. 

Merrill  Lynch  was  surprised  when  a 
worldwide  study  identified  Canada  as 
one  of  its  best  expansion  opportuni- 
ties. Since  that  McKinsey  &  Co. 
study,  Merrill  Lynch  Canada  has  en- 
larged its  underwriting  and  trading 
operations  and  acquired  a  major  Ca- 
nadian merger  and  acquisition  firm. 
Merrill  Lynch's  Canadian  revenues 
were  up  49%  last  year.  \\ 

Sears,  Roebuck  is  certainly  bullish. 
"As  soon  as  the  political  climate 
changed  [in  1984],  we  saw  an  almost 
instantaneous  economic  resurgencej 
and  we  started  to  open  the  throttle  on 
capital    spending,"    says  Richawi 


Sharpe,  chairman  of  Sears  Canada  Im 
Sharpe  more  than  doubled  capit; 
spending,  to  $45  million,  last  yea 
upgrading  nearly  a  quarter  of  his  7 
stores. 

Before  Mulroney's  election  Sear: 
capital  spending  was  "just  enough  t 
keep  the  roof  from  leaking,"  poinl 
out  Sharpe,  who  adds  that  Sears  Cam 
da's  profit  doubled  last  year,  to  $5 
million. 

Other  people  are  rediscovering  Car 
ada,  too.  Investment  application 
from  foreigners  jumped  20%  for  th 
ten  months  ended  Apr.  20.  Foreig 
holdings   of   Canadian   stocks  an 
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?  Minister  Brian  Mulroney  addressing  the  House  of  Commons  in  Ottawa 
zing  an  end  to  Canada's  economic  and  political  isolationism. 


is  rose  19%  last  year, 
as  Canada's  stock  market  re- 
ided?  Not  spectacularly.  The  To- 
o  exchange  last  year  ckmbed 
,  lagging  the  26%  increase  in  the 
"s  500.  And  in  the  first  quarter 
mto  inched  up  only  5%  as  against 
%  rise  for  the  S&P's  500.  But  that 
)  performance  was  attributed 
ily  to  declining  oil  stocks, 
dividual  Canadian  stocks,  on  the 
r  hand,  have  appreciated  hand- 
ely.  Shares  of  Celanese  Canada 
:  shot  up  81%  since  year-end, 
:ly  because  of  lower  petroleurn 
stock  prices.  CDC  Life  Sciences 


rose  43%,  partly  on  the  strength  of  its 
new  heart  drug. 

Then  there's  CAE  Industries  Ltd., 
the  auto  and  defense  electronics  com- 
pany whose  shares  have  climbed  86% 
since  the  end  of  1985.  CAE  shares 
should  continue  to  outperform  the 
market,  says  Ross  Healy,  head  of  re- 
search at  Merrill  Lynch  Canada. 

The  fuel  for  such  price  rises  is  Can- 
ada's energetic  economy,  which  grew 
4.4%  last  year.  That's  a  faster  growth 
rate  than  for  any  other  major  industri- 
alized country.  The  pace  is  expected 
to  slow  only  slightly  this  year,  keep- 
ing Canada  among  the  world's  hottest 


industrialized  economies.  Capital 
spending,  meanwhile,  rose  a  robust 
8%  in  1985,  double  1984's  rate.  It 
probably  will  increase  a  bit  this  year,  a 
Herculean  feat  in  light  of  steep  spend- 
ing cuts  in  Canada's  oilfields. 

If  there's  a  nagging  concern,  it's 
Canada's  budget  deficit.  It  remains 
30%  greater  than  the  U.S.'  deficit  as  a 
percentage  of  GNP.  The  resultant 
government  borrowing  helped  push 
interest  rates  as  much  as  4V2  percent- 
age points  above  the  U.S.  rates. 

Mulroney  waffled  on  his  budget- 
cutting  pledges  in  his  first  year,  trim- 
ming the  deficit  a  Milquetoast  11%. 
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Lately,  however,  the  prime  minister's 
cost-cutting  zeal  appears  renewed, 
and  businessmen  are  expressing  re- 
lief. "It's  taking  a  bit  longer  than  we 
expected,  but  I  think  Mulroney's  get- 
ting his  act  together,"  says  Robert 
Collins-Wright,  chairman  of  Whirl- 
pool Corp.'s  Canadian  subsidiary,  hig- 
hs Ltd. 

One  cause  for  optimism  is  Mulron- 
ey's most  recent  budget.  It  calls  for  a 
further  16%  reduction  in  the  deficit, 
to  $21.2  billion,  in  the  fiscal  year  that 
began  Apr.  1.  After  an  initial  hesita- 
tion, the  financial  world  showed  its 
approval,  keeping  the  Canadian  dollar 
firmly  at  72  U.S.  cents.  In  the  weeks 
before  the  new  budget  was  unveiled, 
skepticism  on  Mulroney's  budget- 
cutting  resolve  had  pushed  Canada's 
dollar  below  70  U.S.  cents. 

The  Canadian  dollar  is  likely  to 
jump  even  higher  if  Mulroney  sticks 
to  his  guns.  "If  we  get  this  deficit 
down  .  .  .  then  there's  going  to  be  a 
little  lift  under  our  currency,"  Fi- 
nance Minister  Michael  Wilson  told 
Forbes. 

Some  investors  agree.  They  are  buy- 
ing Canadian  shares,  both  to  partici- 
pate in  the  strong  economy  and  to 


Finance  Minister  Michael  Wilson 
A  little  lift  for  Canada's  dollar? 

benefit  from  what  they  hope  will  be  a 
higher  Canadian  dollar.  Gilbert  de 
Botton,  president  of  London-based 
Global  Asset  Management,  has  been 
buying  shares  of  Alcan  Aluminium 
Ltd.,  partly  on  the  assumption  that 

Ron  ttattsTirM  Light-Toronto 


the  Canadian  dollar  is  undervahu 
"We  feel  aluminum  prices  have  b( 
tomed  out,  so  we  could  buy  Alcoa 
Reynolds  or  Kaiser  Aluminum,  b 
the  depressed  state  of  the  Canadi 
dollar  makes  Alcan  the  number  o 
opportunity,"  says  de  Botton. 

Murray  Grossner,  an  analyst 
Richardson  Greenshields  in  Toron 
recommends  Brunswick  Mining 
Smelting,  a  zinc  company  that  hasi 
enjoyed  the  recent  runup  of  compe 
tors  like  Cominco  Ltd.  Grossner  s« 
Brunswick  Mining's  share  price  : 
creasing  by  as  much  as  50%  over  t 
next  year,  as  zinc  continues  to  fig 
back  against  substitutes.  "Ford  us 
to  make  its  Cougar  grilles  out  of  pi; 
tic;  now  they've  gone  back  to  zii 
And  zinc  is  used  in  rustproofing,  to< 
he  says. 

For  an  even  longer-term  play,  lo 
at  Canadian  Pacific  Ltd.  John  Temp 
ton's  funds  are  shareholders,  and  t 
Bronfmans  are  said  to  have  ji 
bought  a  2%  stake  for  about  $70  ir 
lion.  Investing  in  Canadian  Pacific 
something  like  buying  into  a  Cana 
an  mutual  fund.  It's  in  hotels,  airlin 
oil,  lumber,  railroads,  real  esta 
steel,  mining  and  shipping. 

The  conglomerate  has  been  hurt 
soft  oil  prices,  but  it  has  thousands 
acres  of  oilfields  and  timberlan 
Some  of  the  properties  were  acquh 
more  than  100  years  ago  and  are  c 
hed  on  the  books  at  19th-centv 
prices.  The  difference  between  hist 
ic  and  current  values  is  $8  billior 
$26  a  share  on  a  stock  that  sells  : 
around  $13. 

Canada's  banking  sector  is  also 
tracting  investor  attention.  Two  1 
Canadian  banks  closed  last  year,  < 
pressing  the  entire  industry.  But  soi 
smart  investors,  including  the  Te: 
pleton  funds,  are  buying  into  Cana 
an  banks  that  have  little  energy 
Third  World  debt  exposure.  The  Ba 
of  Nova  Scotia  is  a  prime  examp 
analysts  say. 

Not  that  Canada's  old  welfare-st; 
psychology  is  entirely  dead.  "Cana 
ans  are  program  junkies,"  says  D' 
mond  Morton,  a  University  of  Tore 
to  history  professor.  Indeed,  they  < 
fend  their  programs  with  a  passi 
that  borders  on  Parisian.  Take  the  $ 
million-a-year  program  that  ga 
young  people  nine-month  jobs  a 
recommended  they  eat  more  grant 
and  less  red  meat.  The  progran 
elimination  this  spring  prompted 
founder,  Liberal  Senator  Jacques  F 
bert,  to  launch  a  22-day  hunger  stri 
in  the  Houses  of  Parliament,  spendi 
his  nights  in  a  sleeping  bag  on  t 
building's  marble  floor  and  his  da 
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Curing  Canada's  "program  junkies" 


Canada's  most  persistent  problem,  its  budget  deficit,  da's  generous  social  programs,  but  he'll  have  to  cut 

remains  30%  greater  than  the  U.S.  deficit  as  a  per-  deeper.  Otherwise,  the  Canadian  dollar  could  be 

centage  of  GNP.  Mulroney  has  begun  to  trim  Cana-  driven  as  low  as  62  U.S.  cents. 

1985-86  budget,  Canada  and  U.S. 


#  Canada  JL  United  States 


Deficit  as  percent  on  GNP 


United  States 


975-76  1976-77  1977-78  1978-79  1979-80  1980-81 

'Estimates. 


1981-82  1982-83  1983-84  1984-85  1985-86' 

Source:  Canadian  Finance  Ministry:  U.S.  OMB 


lg  on  a  sheepskin  beneath  an  8- 
high  painting  of  King  George  V. 
lulroney  has  no  compassion," 
:rt  says,  echoing  the  slogan  many 

leftists  hurl  at  Ronald  Reagan, 
less  we  make  some  drastic 
ges,  many  of  our  young  people 

never  work  in  their  lifetimes, 
or  them,  I  have  to  go  to  the  limits 
y  strength." 

inada's  unemployment  rate  re- 
is  at  a  worrisome  9.6%.  But  it  is 
itful  that  Hebert's  programs  are 
.nswer.  Unemployment  stood  2% 
er  when  Mulroney  took  office 
.  his  free-spending  predecessors. 


In  the  end,  Mulroney  will  be  forced 
to  cut  more  programs.  If  he  turns 
squeamish — and  his  ministers  insist 
he  won't — the  Canadian  dollar  will 
get  buried  by  foreign  exchange  trad- 
ers, sending  Canada's  economic  resur- 
gence into  a  tailspin.  "The  Mulroney 
people  will  bend  heaven  and  earth  to 
bring  their  budget  in  on  target,"  says 
Merrill  Lynch's  Healy.  "If  they  don't, 
the  dollar  will  take  the  deep  six  for 
another  10  cents." 

Scrambling  to  get  its  affairs  togeth- 
er, the  Canadian  government  itself 
has  become  an  investment  opportuni- 
ty. The  government  has  already  sold 


four  state  companies  for  $341  million, 
including  unprofitable  de  Havilland 
Aircraft  to  Boeing  Corp.  And  some 
huge  share  offerings  are  expected. 
"We've  only  scratched  the  surface," 
says  Robert  de  Cotret,  president  of 
Canada's  Treasury  Board  and  supervi- 
sor of  privatization. 

In  fact,  the  bulk  of  Canada's  54 
state-run  companies,  with  total  assets 
of  $38.4  billion,  is  being  readied  for 
the  auction  block.  That  includes  Air 
Canada,  with  $1.8  billion  in  sales  last 
year;  Petro-Canada,  with  $6.5  billion 
in  oil  and  gas  assets;  Teleglobe  Cana- 
da, which  has  a  monopoly  on  placing 
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the  country's  overseas  phone  calls; 
and  Canadian  National  Railway  Co.,. 
which  has  $5.4  billion  in  assets,  in- 
cluding seven  luxury  hotels. 

To  be  sure,  direct  investment  in 
Canada  means  accepting  more  gov- 
ernment involvement  than  in  the 
U.S.  That's  the  way  Canada  is.  Yet 
some  companies  are  turning  that  to 
their  advantage.  Pay  and  benefits  for 
an  autoworker  in  Oshawa,  for  exam- 
ple, are  30%  less  than  for  an 
autoworker  in  Detroit,  partly  because 


Canada's  national  medical 
plan  effectively  cuts  GM's 
benefit  costs. 

Or  take  the  tale  of  two 
plants  being  built  by  TIE/ 
communications,  the  Shel- 
ton,  Conn. -based  maker  of 
telephone  systems.  Its  Que- 
bec plant,  built  ahead  of 
schedule,  cost  30%  less  than 
a  comparable  New  Jersey 
plant.  The  reason:  fierce  com- 
petition among  Quebec  build- 


Moosehead  beer,  anyone? 


Washington  is  knee-deep  in 
protectionist  trade  bills,  and 
that  troubles  Canadians.  Things 
are  so  bad  that  the  Senate  Finance 
Committee,  irked  by  cheap  Cana- 
dian lumber  imports,  almost 
squelched  upcoming  negotiations 
aimed  at  ending  trade  barriers  be- 
tween the  U.S.  and  Canada. 

To  the  folks  up  in  Canada,  these 
free-trade  talks  are  vital.  After  all, 
the  U.S.  buys  80%  of  Canada's  ex- 
ports, so  the  prospect  of  being  closed 
out  of  the  U.S.  market  is  especially 
bothersome  for  Canadians. 

Take  the  makers  of  Moosehead 
Beer,  based  in  Saint  John,  N.B. 
Moosehead  trucked  144  million 
bottles  of  beer  into  the  U.S.  last 
year,  almost  as  much  as  it  sold  in 
Canada.  Deterred  by  law  from  ex- 
panding in  Canada  beyond  New 
Brunswick  and  Nova  Scotia, 
Moosehead  Breweries  Ltd. 
launched  an  aggressive  U.S.  sales 
campaign  in  1978,  allowing  the 
company  to  double  output.  Now 
Moosehead  simply  can't  afford  to 
lose  the  States  as  a  market. 

Neither  can  Canada.  Two  mil- 
lion Canadians,  or  16%  of  the 
country's  workers,  owe  their  jobs 
to  exports  bound  for  the  U.S.  Clear- 
ly, what  Canada  wants  from  trade 
talks  is  free  and  guaranteed  access 
to  the  U.S.  market. 

For  many  Canadian  companies, 
the  only  road  to  increased  sales  is 
the  one  Moosehead  has  taken, 
south  of  the  border.  "If  we  want  to 
grow  any  more,  we've  got  to  get 
into  a  bigger,  compatible  market, 
and  that's  the  States,"  says  Ron 
McLean,  sales  manager  at  Domin- 
ion Blueline,  a  Montreal-based  sta- 
tionery company. 

What's  more,  guaranteed  access 
to  the  U.S.  marketplace  would 
help  Canada  attract  foreign  compa- 


nies. It's  already  using  its  lim- 
ited access  to  woo  Asian  and 
European  companies.  Hyun- 
dai, the  South  Korean  auto 
manufacturer,  has  agreed  to 
build  a  $216  million  plant  in 
Bromont,  Que.  that  will  serve 
both  the  U.S.  and  Canadian 
markets.  And  Kirin  Breweries 
Co.,  which  is  Japan's  largest 
beermaker,  is  eyeing  Canada 
as  the  home  for  a  North 
American  brewery. 

The  pitch  is  that  foreign 
companies  can  build  plants  in 
Canada  to  service  a  combined 
U.S. -Canadian  market  of  265 
million  consumers.  That's  a 
lot  more  interesting  than  sell- 
ing Canada  alone,  with  its  26 
million  people. 

Then  there's  the  need  to 


Close  ties 


Canada  and  the  U.S.  trade 
more  with  one  another 
than  any  two  nations. 


Billions  of  U.S.  dollars 


$25 


20    Q  Imports  from  Canada 
I  |  Exports  to  Canada 
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Japan  EEC  U.S. 

Source:  Canadian  Finance  Ministry 


ers  and  a  50%  government 
worth  $5.2  million  for  all  land,  bu 
ing  and  equipment. 

That's  not  all.  Once  the  plant 
running,  Hydro-Quebec  paid  50°/ 
TIE's  first-year  energy  bill  and  li 
thereafter.  Then  the  federal  and  j 
vincial  governments  provided  grs 
of  around  $6  million  for  research 
employee  trainee  programs. 

Despite  such  opportunities,  trj 
are  investment   pitfalls.  Slack 
prices  indicate  several  years  of  si 


restructure  Canadian  industry 
eliminating  companies  that  have 
grown  fat  behind  the  armor  oi 
protective  tariffs.  Expected  losers 
in  the  shakeout  will  turn  up  ir 
Canada's  clothing,  textile,  shoe 
and  furniture  industries.  The  win 
ners  generally  will  be  oil,  chemi 
cals  and  other  natural  resource 
companies. 

Free  trade  elicits  predictable 
howls  of  protest  from  Ontario  anc 
Quebec  provinces,  which  have  the 
largest  number  of  protected  indus 
tries.  But  that  protection  comes  al 
a  price:  One  study  estimates  con 
sumers  in  British  Columbia  alone 
pay  an  extra  $301  million  a  year  foi 
goods  and  services  because  of  pro 
tective  tariffs  that  mainly  benefit 
Ontario  and  Quebec. 

Negotiations  with  the  U.S.  are 
likely  to  begin  this  month,  despite 
opposition  from  suspicious  provin 
cial  premiers,  labor  unions  anc 
U.S.  lumber  companies  ahead) 
bludgeoned  by  inexpensive  Cana- 
dian imports.  Government  offi 
cials  on  both  sides  of  the  border  sa> 
an  accord  could  be  reached  b> 
1988,  though  it  probably  will  omil 
some  products  and  be  phased  in 
over  a  ten-year  period. 

U.S.  companies  are  watching 
Canada  intently.  AT&T  and  Rock- 
well International,  for  instance,  are 
salivating  at  the  thought  of  Cana- 
da's $2  billion  telecommunica- 
tions market,  which  is  now  highly 
protected. 

As  for  Brian  Mulroney,  Canada's 
prime  minister,  he  has  little  choice 
but  to  negotiate.  John  Crispo,  pro- 
fessor of  political  economics  at  the 
University  of  Toronto,  puts  it  this 
way:  "We  can't  sustain  any  of  oui 
recent  economic  gains  without  a 
trade  deal  with  the  U.S.  We  desper- 
ately need  that  market." — E.A.F. 
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Rene  revisited 


Rene  Levesque,  once  dubbed  the  Fidel 
Castro  of  the  North,  terrified  Cana- 
da's business  community  when  he  was 
elected  premier  of  Quebec  province  in 
1976.  He  made  French  the  official  lan- 
guage and  tried  to  get  the  province  to 
secede  from  Canada.  Such  nationalistic 
initiatives  prompted  about  100  compa- 
nies —including  giants  like  the  Bank  of 
Montreal  and  Sun  Life  Assurance — to 
move  operations  from  Quebec  to  more 
hospitable  provinces. 

Sipping  mineral  water  in  a  smoky 
Montreal  cafe,  Rene  Levesque  doesn't 
sound  much  like  a  radical  these  days. 
Free  trade  with  the  U.S.  is  vital  to  Cana- 
da's prosperity,  he  says;  government  fat 
must  be  trimmed. 

Levesque  didn't  so  much  move  to  the 
right  as  get  pushed.  He  was  forced  out  of 
office  in  1985  largely  because  a  recession 
had  driven  unemployment  up  to  13.9% 
in  Quebec  during  his  tenure.  Now  he 
speaks  proudly  of  Quebec's  emerging  en- 
trepreneurial spirit:  New  listings  on  the 
Montreal  Exchange  jumped  37%  last 
year,  and  francophones  now  control 
around  40%  of  economic  activity,  up 
from  15%  in  the  1960s. 

Levesque,  63,  insists  that  the  issue  of 
separatism  will  resurface  in  Quebec  one 
day,  but  without  its  previous  antibusi- 
ness  and  isolationist  overtones.  "Maybe 
it  will  be  led  by  the  business  class,"  he 
says  of  the  future  movement.  "An  inde- 
pendent Quebec  made  up  of  a  new  gener- 
ation of  go-getters,  of  marketing  con- 
noisseurs roaming  throughout  the  world, 
needs  a  Quebec  completely  opened  up." 

Like  most  of  his  fellow  Canadians, 
Levesque  seems  to  have  warmed  to  capi- 
talism. For  his  memoirs,  now  nearly 
complete,  he  has  accepted  French  and 
English  advances  of  $144,000,  which  are 
among  the  largest  in  Canadian  publish- 
ing history.— R.C.M. 


Stephen  Momcr/Fii 


Former  Quebec  Premier  Rene  Levesque  in  bis  favorite  cafe 
A  radical  separatist  warms  up  to  capitalism. 


growth,  at  best,  for  the  western  prov- 
inces, which  depend  heavily  on  natu- 
ral resource  industries.  Media  invest- 
ments represent  a  real  booby  trap.  The 
new  government  is  forcing  Gulf  & 
Western  to  sell  some  of  its  Canadian 
publishing  operations  to  Canadians. 
Although  Mulroney  wants  Canada  to 
open  up  to  foreign  capital,  Canadians 
arc  extremely  sensitive  to  Yankee 
penetration  of  Canadian  culture. 

Opportunities  exist  in  Canada's  oil 
sector,  but  government  officials  con- 
cede they  don't  want  overall  foreign 
ownership  in  the  oil  industry  to  creep 
much  above  the  current  53%.  Also, 


investors  should  remember  that  oil 
has  been  the  first  to  feel  the  backlash 
of  Canadian  nationalism  during  past 
boom  periods. 

Political  analysts  predict  Mulroney 
will  be  reelected  to  another  five-year 
term  before  1989,  albeit  with  a  re- 
duced majority.  But  even  if  he  is 
turned  out  of  office,  the  winner  is 
likely  to  be  a  fiscal  conservative  like 
Liberal  leader  John  Turner.  He's  a  for- 
mer senior  official  of  the  Internation- 
al Monetary  Fund,  and  he  advocates 
halving  Canada's  budget  deficit  with- 
in seven  years. 

To  understand  how  Canada  has 


changed,  listen  to  Anita  Crosby,  a 
year-old  Liberal  saleswoman  fi 
Flahfax.  She  grew  so  tired  of  spe 
thrift  programs  that  she  voted 
Mulroney  in  1984,  and  she  sees 
change  ahead:  "Government  spenc 
has  to  be  cut.  That's  general  policy 
whoever  is  in  power." 

Says  the  University  of  Toron 
Professor  Morton,  "When  times 
tough,  we  get  terribly  pro-Ameri 
and  cost-conscious.  When  times 
better,  we  get  a  little  more  upj 
with  the  U.S."  Chances  are  good  t 
Canada  won't  be  getting  uppity  ag 
for  some  years  to  come.  ■ 
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Can 

your 
copier 

m 


Unless  your  present  copier  is  from  Kodak,  you 
aren't  using  the  copier  rated  tops  in  the  industry 
in  Datapro's  latest  survey. 

And  that  means  you're  not 
yet  enjoying  the  Kodak  Ektaprint 
copier-duplicator's  advantages:  supe- 
reliability,  superior  copy  quality,  and 
superior  service. 

But  you  can  begin  to  remedy  that  by  calling  1 800 
44KODAK,  Ext  606,  to  arrange  for  a  demonstration. 
See  for  yourself  why  Datapro,  an  independent 
research  organization,  gave  Kodak  copiers  the  advantage  in 
overall  customer  satisfaction  five  years  in  a  row. 
To  read  the  survey  results  no  other  copier  can  duplicate, 
just  write:  Eastman  Kodak  Company,  CP6224,  Rochester,  NY  14650. 
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l  neea  a  simple  omce  pnone. 

1  need  a  large 

telecommuni 

"I  need  voice  only." 

"I  need  voice  and 

I  need  digital  sw 

"I  need  transmission 

*l  need  tie  lines? 

"I  need  WATS 

need  multiple  lo 
Look-ups!' 


torn-tailored 

oos  system!' 


r. 


"One  company 
can  handle  all  your 
J  5  telecommunications 
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istance 


needs?  GEE!" 


(No,  GTE!) 

Perhaps,  right  now,  you  have  only  one 
small  need.  Then  again,  you  may  need 
your  entire  telecommunications  system 
revamped. 

Whatever  the  situation,  you  can  count 
on  your  GTE  account  manager  to  solve 
your  every  problem. 

If  you  do  need  a  new,  updated  system, 
first  we'll  make  a  complete  audit  and  anal- 
ysis of  your  current  one.  Then,  with  the 
help  of  experts  in  all  the  various  tele- 
communications areas,  we'll  develop  a 
communications  management  plan  spe- 
cifically tailored  to  your  business  needs. 

The  plan  will  include  recommenda- 
tions for  local  telephone  services,  office  sys- 
tems (including  office  automation  equip- 
ment ),  and  any  complementary  communi- 
cations services  that  should  be  considered 
(cellular  mobile  phones,  radio  paging, 
etc.).  We'll  even  recommend  alternative 
long-distance  services,  if  you  wish. 

After  the  plan  is  implemented,  your 
GTE  account  manager  will  continue  to 
stay  in  touch  with  you.  Helping  you.  Ad- 
vising you.  Keeping  you  one  step  ahead. 

Call  1-800-GEE-NO-GTE 


The  Money  Men 


When  Robert  Torray 's  stocks  go  down,  he 
buys  more  of  them.  In  the  short  run  his 
system  causes  pain.  But  then,  in  investing, 
bearing  a  little  pain  is  frequently  the  best 
way  to  achieve  lasting  pleasure. 

The  lonely 
contrarian 


By  Phyllis  Berman 


Money  manager  Robert  t.  Torray 

tU  anything  that  goes  down.  I  buy  more." 


Teresa  Zabala 


I can't  explain  how  bad  it  is.  I  ha 
a  black  cloud  hanging  over  me  fc 
a  week.  I  just  got  so  tired  froi 
traveling,  talking  and  taking  mee 
ings;  I  couldn't  think,"  says  Robe 
Torray,  49,  majority  owner  of  Robe 
E.  Torray  &  Co.  in  Bethesda,  Md. 

Torray  has  a  lot  of  explaining  to  d 
these  days.  His  14-year-old  mone 
management  firm  (formerly  calk 
Torray,  Clark  &  Co.)  ran  almost  te 
points  behind  market  returns  ov< 
1984-85.  In  the  first  quarter  of  198i 
the  market  returned  14%  and  Torra 
managed  to  lose  2%. 

What  did  he  do  wrong?  He  did  wh; 
he's  been  doing  for  as  long  as  he  hi 
been  managing  money:  swimmir 
against  the  tide.  That's  a  strenuoi 
way  to  do  business,  but  Torray  is  goc 
at  it. 

At  the  end  of  its  first  12  years  i 
business,  Torray  was  far  ahead  of  th 
pack.  The  firm  averaged  a  15.3%  ai 
nual  return  (before  a  0.5%  annu; 
management  fee)  in  a  stretch  whei 
the  market  averaged  only  8.9%. 

Then  the  tide  turned.  Right  nov 
swimming  against  the  tide  means  bi 
ing  30%  invested  in  energy  and  o 
service  stocks.  "This  really  has  bee 
the  worst  of  all  worlds,"  Torray  say 
"to  be  heavily  in  the  one  area  that 
going  down  and  to  have  its  declir 
cause  a  rise  in  everything  else. 
Among  his  big  holdings  are  Diamori 
Shamrock  (oil  production),  NL  Indu 
tries  (drilling  muds),  Hughes  To< 
(drilling  bits)  and  Helmerich  &.  Payn 
(gas-well  drilling),  Rowan  Cos.  (of 
shore  drilling)  and  Noble  Affiliate 
(oil  and  gas  exploration).  Four  of  h 
top  ten  positions  are  in  compank 
that  lost  money  in  the  first  quarte 
On  top  of  this,  Torray's  accounts  ai 
40%  in  cash,  which  looks  as  dumb  i 
dumb  can  be  in  a  bull  market. 

Not  surprisingly,  clients  are  ui 
easy.  Torray  has  lost  a  fourth  of  th 
$2.4  billion  of  pension  money  h 
managed  at  his  peak.  Two  clieni 
have  deserted.  Tired  of  being  hounde 
about  performance  at  a  third  accoun 
Torray  simply  quit  it  in  December. 

Naturally,  Torray  shares  hi 
clients'  unease.  But  he  also  remen 
bers  1972,  when  he  and  erstwhil 
partner  David  Clark  were  strugglin 
to  cover  expenses  with  a  meager  $2 
million  of  accounts.  That  first  year  i 
business,  Torray,  Clark  was  up  8°/< 
The  market,  led  by  Nifty  Fifty  glan 
our  stocks,  was  up  18.9%.  But  th 
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SHOULD  YOU  PAY 
FOR  SOMETHING  THAT 
STARTED  LONG  BEFORE 
HE  WAS  HIRED? 


Should  you  foot  the  entire  bill  because  an  old  injury  was 
aggravated  on  the  job? 
Or  go  to  court  to  find  out  it  was  an  old  injury? 
Like  it  or  not,  that's  what  you've  been  up  against. 
Until  now. 

At  CIGNA,  we've  integrated  Connecticut  General's 
jroup  medical  and  INA's  workers'  compensation  protection, 
io  for  the  first  time,  both  areas  can  share  their  medical 
;laim  information  which  may  reveal  ongoing  treatment 
5f  pre-existing  problems.  The  result:  better  informed 
evaluations.  And  fairer  adjustments. 

We  call  it  24  Hour  Coverage. 

In  short,  24  Hour  Coverage  means  that  the  left  hand 
low  knows  what  the  right  hand  is  doing.  It  also  prevents 


duplicate  payments  when  both  workers'  compensation 
and  group  medical  claims  are  submitted— a  condition 
that  happens  far  more  often  than  you  may  think. 

And  because  they're  both  serviced  as  a  single  pack- 
age, you  have  more  control,  more  convenience,  more 
efficient  management.  You  could  also  have  faster  pro- 
cessing, fewer  errors.  Not  to  mention,  better  experience 
ratings. 

So  to  ease  the  burden  on  your  company's  two  largest 
insurance  expenditures,  write 
to  CIGNA  Corp.,  Dept.  R3, 
One  Logan  Square,  Phila .,  PA 
19103.  After  all,  you've  been 
carrying  the  ball  long  enough. 


CIGNA 


glamour  stocks  led  the  way  down, 
too,  in  the  market  collapse  of  1973-74, 
and  Torray,  Clark  was  vindicated. 

It  is,  perhaps,  inevitable  that  a  truly 
smart  investor  will  look  stupid  for  a 
period — sometimes,  even,  for  a  long 
period.  Didn't  Nathan  Rothschild  say, 
"I  got  rich  by  selling  too  soon"?  Tor- 
ray's  line  might  be,  "I  got  rich  buying 
too  soon."  He  will  buy  into  a  dis- 
tressed industry,  watch  it  get  worse, 
and  buy  more  as  the  stocks  continue 
down.  He  is  sometimes  too  stubborn. 
He  kept  buying  Manville  through  its 
asbestos-liability  bankruptcy  and  will 
probably  never  break  even  on  that 
stock.  But  so  long  as  the  depressed 
stocks  eventually  recover,  the  stub- 
bornness pays  off. 

"I  almost  never  sell  anything  that 
goes  down.  I  buy  more,"  says  Torray. 
He  bought  airline  stocks  as  they  fell 
in  1980  while  fuel  costs  ran  out  of 
control.  He  looked  stupid  for  a  while. 
"When  we  were  in  airlines  I  met  with 
a  board  member  of  one  of  our  clients 
who  also  happened  to  be  on  the  [Civil 
Aeronautics  Board).  He  warned  me 
that  the  industry  was  headed  for  com- 
plete disaster,"  recalls  Torray.  The 
stocks  snapped  back  in  1982. 

"In  1982  everyone  was  saying  S&Ls 
were  completely  hopeless,"  says  Tor- 
ray. They  weren't.  When  interest 
rates  fell,  the  stocks  rebounded  and 


Torray  sold.  In  1977  everybody 
thought  the  metal  miners  were  dead. 
Torray,  Clark  bought  all  the  way 
down  and  unloaded  on  diversifica- 
tion-mad oil  companies  a  few  years 
later.  People  were  laughing  at  him  in 
1980  with  Beatrice  at  16  and  Sears  at 
15  and  Warner  Lambert  at  18.  Now 
retail  and  brand-name  stocks  are  the 
highfliers. 


"I  don't  care  if  the  Dow  goes 
to  2500, 1  won't  chase  a 
rising  market.  This  has 
worked  for  25  years.  I'm  not 
going  to  quit  now." 


The  Torray  style  takes  courage.  It 
also  takes  clients  who  will  remain 
loyal  as  their  accounts  shrink.  That 
isn't  easy  for  the  typical  pension  spon- 
sor, a  corporate  treasurer  with  a  short 
horizon  and  an  urge  to  dump  stock- 
pickers  at  the  bottom  of  the  rankings. 
Pension  sponsors  are  also  trained  to 
shun  firms  with  management  up- 
heavals, so  it  isn't  too  helpful  that 
David  Clark  left  last  fall.  Clark,  who 
still  owns  25%,  to  Torray's  75%,  re- 
portedly was  upset  over  Torray's  ada- 
mant refusal  to  consider  outside  of- 
fers for  the  firm — although  they  could 
have  gotten  as  much  as  $30  million 


for  half  of  the  company  in  1983. 

Torray  probably  wouldn't  get  su 
a  rich  offer  now.  But  this  isn't  the  e 
of  the  line  for  the  Georgetown  Li 
dropout  who  put  in  eight  years  aj 
stockbroker  before  he  got  a  chance 
manage  money.  Even  with  some  j 
counts  gone,  his  firm  is  hauling  in 
million  a  year  in  fees.  Overhead?  N 
too  burdensome:  rent,  some  secret 
ies,  three  traders  and  two  analys 
Torray  probably  won't  have  to  give 
his  $4  million  Citation  3  jet  or  his 
million  vacation  cottage  in  Pal 
Beach,  not  unless  the  situation  get: 
lot  worse. 

Pity,  instead,  the  corporate  clier 
who  chase  after  quarterly  perh 
mance.  What  are  they  doing  with  t 
money  they  take  from  managers  li 
Torray?  Could  it  be  going  to  last  qu; 
ter's  hot  performers — the  manage 
who  are  buying  The  Gap  at  45  tim 
earnings  and  Genentech  at  450  time 

Torray,  distressed  with  being  at  t 
bottom  of  the  charts,  is  digging  in  1 
heels.  "I  don't  care  if  the  Dow  goes 
2500,  I  won't  chase  a  rising  markei 
he  says.  "This  philosophy  has  work 
for  25  years.  I'm  not  going  to  qi 
now."  He  figures — and  probably  rigl 
ly — that  some  of  the  clients  who  jilt 
him  for  a  more  recent  hotshot  man; 
er  will  be  back  one  of  these  da^ 
poorer  but,  maybe,  wiser.  ■ 


The  Lifestyle 

Discover  a  city  where  business  truly  con 
to  life.  San  Antonio. 

Here  you'll  find  a  unique  style  of  lr 
ing.  Enjoy  lunch  with  the  Symphony.  C 
take  a  leisurely  stroll  along  the  Riverwal 
San  Antonio  is  a  place  where  you 
and  your  employees  can  thrive  and  gro\ 
Yet  still  enjoy  a  host  of  cultural  and  rec 
reational  pursuits. 

Take  a  closer  look  at  the  city  of 
tomorrow.  And  experience  San  Antonic 
The  Energy.  The  Growth.  The' Lifestyle 


The  Good  Life  for  Business 

To  find  out  more,  contact  Stephanie  Colema 
President.  San  Antonio  Economic  Developm 
Foundation,  Department  AF.  P.O.  Box  1628 
San  Antonio,  TX  78296.  (512)  226-1394. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus. 


New  Issues  /  April  17, 1986 

$300,000,000 

Loews  Corporation 

$125,000,000 
8/2%  Notes  Due  1998 

Price  100%  and  accrued  interest  from  April  15, 1986 

$175,000,000 
8%%  Debentures  Due  2011 

Price  100%  and  accrued  interest  from  April  15, 1986 


Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained 
in  any  State  in  which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc  Morgan  Stanley  &  Co. 

Incorporated 

The  First  Boston  Corporation  Goldman,  Sachs  &  Co. 

Merrill  Lynch  Capital  Markets  Shearson  Lehman  Brothers  Inc. 

Bear,  Stearns  &  Co.  Inc.      Alex.  Brown  &  Sons       Daiwa  Securities  America  Inc. 

Incorporated 

Deutsche  Bank  Capital      Dillon,  Read  &  Co.  Inc.      Donaldson,  Lufkin  &  Jenrette 

Corporation  Securities  Corporation 

Drexel  Burnham  Lambert     E.  F.  Hutton  &  Company  Inc.     Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Lazard  Freres  &  Co.  The  Nikko  Securities  Co. 

International,  Inc. 

Nomura  Securities  International,  Inc.  PaineWebber  Prudential-Bache 

Incorporated  Securities 

L.  F.  Rothschild,  Unterberg,  Towbin,  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Swiss  Bank  Corporation  International    UBS  Securities  Inc.    Wertheim  &  Co.,  Inc. 

Securities  Inc. 

Dean  Witter  Reynolds  Inc.  Yamaichi  International  (America),  Inc. 


Profiles 


Its  all  the  rage  these  days  to  pay  shoot-the- 
moon  prices  for  media  properties.  Media 
magnate  Donald  Reynolds  thinks  a  lot  of 
the  deals  are  ridiculous.  At  these  prices  he 
prefers  to  stand  aside  and  smile. 

Games  others  play 


By  Richard  Behar 


Nevada's  wealthiest  citizen — 
Howard  Hughes  being  long  de- 
ceased— shuffles  on  arthritic 
legs  down  a  hallway  in  his  $20  mil- 
lion, 80-acre  estate  outside  Las  Vegas, 
heading  toward  the  Jacuzzi.  As  he 
goes,  he  pauses  now  and  then  to 
switch  off  lights. 

"Somebody's  got  to  save  electricity 
around  here,"  says  Donald  Worthing- 
ton  Reynolds,  whose  net  worth,  by 
some  measurements,  is  pushing  the 
$1  billion  mark.  Ever  since  his  friend 
Roy  Park  took  his  Park  Communica- 
tions public  in  1983,  Reynolds  has 
been  the  country's  last  remaining  sole 
owner  of  a  major  newspaper  chain, 
Donrey  Media  Group.  It  is  a  chain 
where  the  proprietor  is  more  interest- 
ed in  what  the  financial  statements 
say  than  what  the  newspapers  print. 
"At  some  small  newspapers,  if  you 
leave  the  lights  on  all  night,  you're  in 
the  red  that  month,"  he  grumps.  "It's 
that  narrow  a  margin." 

Narrow  margins?  Isn't  this  a  busi- 
ness in  which  people,  seemingly 
smart  people,  are  paying  20  times 
cash  flow  and  more — not  earnings, 
cash  flow — for  distinctly  ordinary 
newspapers  and  other  media  proper- 
ties? Indeed  it  is,  but  where  others  see 
glamour,  Don  Reynolds  recognizes 
that  newspapers  are  a  business  like 
any  other — you  make  the  money  a 
dollar  at  a  time — and  nobody  has  yet 
repealed  the  basic  laws  of  economics. 

"I  look  at  each  new  property  as  if  it 
was  my  only,"  says  Reynolds  in  a  flat, 
Oklahoma  drawl  Short,  rotund  and 
supported  by  artificial  knees,  he 
moves  through  the  steamy  room- 


sized  whirlpool.  His  statement  is  a  dig 
at  the  media  moguls  who  blithely  buy 
properties  at  prices  so  high  that  their 
cash  flow  cannot  yet  support  the  in- 
terest on  the  debt  incurred  in  buying 
them.  Says  Reynolds:  "If  you're  going 
to  obligate  yourself  for  a  fantastic  pay- 
off, I  feel  you  shouldn't  look  to  anoth- 
er property  to  carry  it." 

That  business  philosophy  last  year 
reaped  Donrey  Media  an  estimated 
cash  flow  of  $50  million  on  about 
$285  million  in  revenues.  At  a  rela- 
tively modest  multiple  of  15  times 
cash  flow,  that  would  value  the  Reyn- 
olds empire  at  not  far  from  $750  mil- 
lion. Add  in  other  Reynolds  properties 
and  the  final  number  starts  pushing 
$1  billion.  All  this  is  encumbered  by 
under  $40  million  in  debt. 

Donrey's  flagship  newspaper,  the 
1 10,000-circulation  Las  Vegas  Review- 
Journal,  alone  earns  nearly  $1  million 
a  month  before  taxes  and  deprecia- 
tion. In  all,  Reynolds  has  54  small  to 
medium-size  dailies  in  15  states — as 
well  as  several  weeklies,  cable  sys- 
tems with  nearly  100,000  subscribers, 
seven  radio  stations,  a  strong  Reno 
television  station  and  one  of  the  coun- 
try's largest  outdoor  advertising  busi- 
nesses (13,000  billboards). 

Despite  reaching  about  8  million 
people  and  listing  himself  as  publish- 
er on  every  paper,  Reynolds  is  hardly 
known  outside  industry  circles.  He 
couldn't  care  less.  He  thinks  of  him- 
self as  a  businessman,  not  as  a  public 
figure,  and  making  money  is  what 
interests  him,  not  winning  Pulitzer 
Prizes  or  being  profiled  in  People  mag- 
azine. He  gets  what  he  wants  by  trim- 
ming costs,  fighting  unions,  keeping 
his  total  borrowings  way  below  his 


George  Sieinmetz 


annual  cash  flow  and  maintaining 
lean  central  staff. 

These  tactics  have  yielded  payo 
after  payoff  from  a  long-term  strateg 
of  concentrating  on  papers  that  hav 
less  than  100,000  in  circulation  an 
lack  competition  and  glamour.  In  bi\ 
ger,  more  appealing  markets,  Reyr 
olds  says,  labor,  marketing  and  distr 
bution  problems  increase,  while  ma: 
gins  generally  shrink.  "How  man 
people  know  about  places  like  Chic< 
Pomona  and  Ontario?"  asks  Fre 
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lia  lord  Donald  Reynolds  in  the  solar  room  of  his  Las  Vegas  fortress,  one  of  seven  homes 
mebody  's  got  to  save  electricity  around  here." 


ith,  52,  Donrey's  executive  vice 
>ident  and  a  35-year  company 
1.  "In  fact,  those  papers  do  much 
:er  from  a  profit  retention  stand- 
it  than  the  metropolitans." 
'ntil  recently,  the  nation's  biggest 
fspaper  chain,  Gannett,  followed  a 
tegy  remarkably  similar  to  Don- 
s — and  with  equally  enviable  re- 
:s.  But  Gannett's  chairman,  Allen 
lharth,  has  lately  gone  after  bigger 
le,  pouring  hundreds  of  millions  of 
ars  into  USA  Today  and  bidding 


aggressively  for  and  eventually  ac- 
quiring prestigious  but  troubled  gi- 
ants like  the  Detroit  News  and  the  Des 
Moines  Register. 

"Look  at  Gannett  now,"  roars 
Reynolds.  "My  God,  they  owe  $600 
million.  When  you  think  of  the  inter- 
est alone.  .  .  ." 

Don  Reynolds  is  79.  If  he  were  50, 
one  wonders,  wouldn't  he,  too,  be  go- 
ing after  bigger  game?  Maybe.  But  the 
fact  is,  rather  than  buying  in  the  cur- 
rent overheated  market,  Reynolds 


prefers  to  stand  aside,  occasionally 
even  to  sell.  In  1980,  just  as  media 
mania  was  shifting  into  overdrive, 
Reynolds  and  three  other  investors 
sold  their  100%  ownership  in  Family 
Weekly,  the  nationally  distributed 
Sunday  newspaper  supplement,  to 
CBS  for  $50  million  in  cash — at  a  time 
when  there  were  signs  of  advertising 
decline — the  most  the  network  had 
ever  paid  for  a  single  publication. 

Last  year  CBS  unloaded  Family 
Weekly  to  Gannett  for  a  $7.5  million 
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It's  a  full-function  wireless  link  between  your  people  and 
vour  mainframe.  Yet,  this  programmable  terminal  is  less  than 
8  inches  wide  and  weighs  under  33  ounces. 
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It  sends. 
It  receives. 
It  displays. 

It's  portable. 
It  has 
no  wires, 
no  power  cord 

and  no  equal 

in  the  world. 


M)  MOTOROLA 


Advanced  Electronics  for 
a  More  Productive  World. 


4  BUSINE 
PAPER  THAT 
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A  WEEK. 

Unlike  business  papers  thai  publish  only  on  weekdays, 
Mead  Business  Papers  cover  you  seven  daysa  week. 
Because  we  know  your  business  can't  stop  for  a  weekend. 


(TteQd 


Business  Papers 

Meod  Paper/ Courthouse  Plaza  I  Daylon,  Ohio  45463 


Stop 
excusing 
your 

life 
away. 

Everyone  has  an  excuse  for  not 
seeing  their  doctor  about  colorectal 
cancer.  However,  52,000  people  die 
of  colorectal  cancer  every  year.  Two 
out  of  three  of  these  people  might 
be  saved  by  early  detection  and 
treatment. 

What's  your  excuse?  Today  you 
have  a  new,  simple,  practical  way  of 
providing  your  doctor  with  a  stool 
specimen  on  which  he  can  perform 
the  guaiac  test.  This  can  detect  signs 
of  possible  colorectal  cancer  in  its 
early  stages  before  symptoms 
appear.  Ask  your  doctor  about  a 
guaiac  test,  and  stop  excusing  your 
life  away. 


$  American  Cancer  Socie 


loss  on  its  initial  investment.  Says 
Reynolds:  "If  there  were  media  stocks 
that  I  thought  would  be  profitable,  I'd 
go  buy  some.  I  don't  have  any.  And  if  I 
did,  I'd  probably  be  doing  what  some 
of  the  other  smart  folks  are  doing — 
selling  short." 

What  •  Reynolds  still  bids  for  are 
small,  isolated  newspapers  being  inef- 
ficiently managed  by  second-  or  third- 
generation  owners.  And  when  he 
spots  what  he  wants,  he  can  move 
with  astonishing  speed.  He  never  has 
to  borrow  the  money — he  recently 
paid  $20  million,  all  cash,  for  one 
growing  paper.  And  as  the  sole  stock- 
holder of  Donrey,  what  he  says  goes. 
Moreover,  since  Donrey  is  not  public- 
ly traded,  it  never  has  to  reveal  any 
particulars  of  its  deals  to  anyone — 
which  makes  the  firm  an  especially 
attractive  buyer  to  small-town  news- 
paper owners  who  want  to  sell  out  but 
keep  the  price  secret  from  nosy  neigh- 
bors or  perhaps  meddlesome  relatives. 
"They  know  that  if 
they're  dealing  with 
me,  it's  not  the  world's 
business,"  Reynolds 
says. 

But  the  numbers 
most  certainly  are 
Reynolds'  business. 
Says  one  small-town 
publisher  in  southern 
California  who  recent- 
ly sold  out  to  Reynolds: 
"He  knows  what's  go- 
ing on  in  his  business 
every  day.  He  wants 
that  bottom  line,  and 
he  gets  it." 

For  daily  accounting, 
properties  report  to 
Donrey's  financial  headquarters  in 
Fort  Smith,  Ark.  ("where  the  wages 
are  cheaper,"  explains  Reynolds).  His 
staff  then  figures  ways  to  stimulate 
ad,  classified  and  circulation  sales 
while  keeping  a  lid  on  costs.  A  lid?  On 
many  properties  nobody  can  even 
take  a  prospect  to  lunch  without  the 
express  okay  of  the  paper's  general 
manager. 

Not  long  ago  Reynolds  eyed  the 
104,000-circulation  Tacoma  News  Tri- 
bune, but  dropped  out  when  the  bid- 
ding got  too  rich.  He  says  to  pay  about 
20  times  cash  flow  for  Tacoma — as 
McClatchy  Newspapers  did  when  it 
paid  $112  million — would  have  re- 
quired a  30%-to-35%  profit  margin, 
no  easy  trick  in  Tacoma,  with  eight 
strong  labor  unions  and  a  small  oper- 
ating margin.  "I  think  McClatchy  is 
going  to  rue  the  day,"  says  Reynolds. 

Reynolds  keeps  a  copy  of  The 
Forbes  Four  Hundred  cover  framed  in 
each  of  his  seven  homes  around  the 


Reynolds  will 
leave  each  of  his 
grown  children 
$50,000  a  year  for 
life.  "They  won't 
get  as  much  as  they 
think  they're 
entitled  to.  But 
that's  why  we're 
able  to  buy  more 
newspapers." 
However,  should 
they  contest  the 
will— and  lose — 
they'll  get  $1. 


country.  It's  a  way  of  reminding  him 
self  how  far  he  has  come  from  th 
dilapidated  hotels  of  his  hardscrabbl 
Oklahoma  childhood — where  he  an 
his  father,  Gaines,  would  hole  u 
while  peddling  groceries  door-to-doo 
from  a  suitcase.  He  remembers  hatin 
the  squalor  and  the  insecurity.  H 
learned  how  to  sell,  but  not  to  lov 
selling.  "We  never  missed  any  meal: 
but  that  was  about  it,"  he  recalls. 

After  journalism  school  in  Missou 
ri,  Reynolds  got  a  couple  of  jobs  o: 
newspapers,  neither  of  which  lastec 
A  day  after  getting  fired  for  the  secon 
time,  he  called  an  Austin,  Tex.  pape 
and  was  offered  $35  a  week.  Detei 
mined  not  to  get  fired  again,  h 
worked  18  hours  a  day,  selling  ads 
writing  stories  and  copywriting. 

No  matter  how  meager  his  salar) 
Reynolds  forced  himself  to  save  ha] 
of  it.  When  he  had  $300,  an  opportuni 
ty  arose  to  buy  a  piece  of  a  new  photc 
engraving  plant.  For  that  investmen 
he  borrowed  anothe 
$700  from  an  Austi: 
bank;  that  was  about  a 
leveraged  as  Reynold 
ever  got.  The  plan 
prospered,  and  Reyr 
olds  plowed  his  earn 
ings  into  the  purchas 
of  a  small  newspape 
he  owned  for  a  time  i: 
Quincy,  Mass.  Sine 
then  he  has  repeate 
the  process  dozens  c 
times,  always  plowin 
cash  back  into  th 
business. 

Reynolds  is  not  th 
kind  of  rich  man  wh 
uses  his  wealth  t 
shield  himself  from  the  necessity  c 
public  confrontations.  He  loves 
good  fight,  especially  with  labo 
unions.  In  Las  Vegas,  his  only  compet 
itive  city  market,  striking  Revieu'-Jow 
iwl  employees  started  the  Las  Vega 
Sun  in  1950.  The  paper  has  remained 
distant  second  to  the  Rei  iew-Jounial  g 
circulation.  Meanwhile,  Reynold 
bore  down  and  by  1975  was  finall 
free  of  all  unions  at  the  paper.  Sw 
Publisher  Herman  (Hank)  Greenspui 
enjoys  calling  union-hating  Reynold 
"Uncle  Piggy"  in  print.  Reynolds  say 
he  all  but  ignores  "Mr.  Vermri 
Greenscum." 

At  the  executive  level,  all  of  Don 
rey's  key  men  have  worked  for  th 
company  for  more  than  20  years  am 
often  outdo  one  another  in  frugality  ti 
impress  the  man  they  all  call  "Mi 
Reynolds." 

By  contrast  with  the  executive  lev 
el,  editorial  turnover  is  high,  a  bi, 
issue  at  the  company's  most  recen 
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"To  the  Far  East, 
no  one  goes  further  for  you 
than  Northwest  Orient." 
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Years  of  transpacific  experience 
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Pacific  round  trips  required 
to  earn  free  travel* 

First  Class  from  continental  U.S. 
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Nonstop  service  from  East  Coast, 
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WISH  LIST 


Does  McKesson  stock 
meet  your  tough  investment  criteria? 
Invest  30  seconds  to  find  out. 


1. 

Has  the  return  over  the  past  ten  years 

dvcidgcu  ±*j/o  cx  yccii. 

0 

2. 

Are  earnings  per  share  up  10%  for  the  current 
tiscai  year: 

0 

3. 

Is  the  yield  around  4%  ? 

0 

4. 

Are  earnings  relatively  free  from  fluctuations 
in  the  economy  and  interest  rates? 

0 

5. 

Are  acquisitions  expected  to  accelerate  the 
company's  profitable  growth? 

0 

6. 

Is  the  company  a  leader  in  one  of  the  fastest 
growing  segments  of  the  U.  S.  economy? 

0 

McKesson  (MCK-NYSE)  is  the  leading  distributor  of  drugs 
and  health  and  beauty  aids,  one  of  the  nation's  fastest  growing 
industries.  Our  computerized  nationwide  distribution  network 
serves  a  wide  range  of  health  care  and  retail  businesses — from 
drugstores,  hospitals  and  veterinarians  to  stationers,  super- 
markets and  mass  merchandisers,  with  annual  sales  of  over 
$6  billion. 

To  learn  more,  call  (800)  952-5656,  or  write  McKesson  Corp., 
Investor  Relations  Dept.,  One  Post  Street,  San  Francisco,  CA  94104. 

MnKesson 

Masters  of  Value-Added  Distribution 


:ional  meeting  of  editors.  More- 
ix,  editorial  pay  is  low,  rarely  reach- 
;  beyond  the  mid-$20,000  range  for 
;n  seasoned,  award-winning  report- 
"On  the  whole,  Reynolds 
lldn't  care  less  what's  in  his  54 
lies  today,"  says  Bill  Wright,  who 
ired  in  1981  after  15  years  as  the 
Hew-Journal's  general  manager, 
at  it's  his  low  commitment  to  edi- 
ial  quality  and  personnel  that  has 
ibled  him  to  operate  so  profitably." 
11,  most  of  Donrey's  properties  pro- 
e  good  opportunities  for  young 
)ple  fresh  out  of  high  school  or  col- 
e,  and  layoffs  are  rare, 
rhrice  widowed,  Reynolds  says  he 
>  lady  friends  in  several  ports  of 

I,  but  suspects  "they're  all  interest- 
in  marrying  my  solvency."  In  1975 
stopped  speaking  to  his  sister  after 
igal  dispute  over  money.  Nor  is  he 
se  to  his  three  grown  children, 
:h  of  whom  will  get  trust  income  of 
),000  a  year  for  life  after  Reynolds' 
ith.  "They  won't  get  as  much  as 
:y  think  they're  entitled  to,"  he 
s.  "But  that's  why  we're  able  to 
<f  more  newspapers.  Children  are, 
me,  most  ungrateful." 

3onrey  itself  will  pass  into  a  foun- 
ion.  Yet  should  his  offspring  con- 
t  his  will,  and  lose,  they'll  each  be 
:  $1.  "They'll  have  to  gamble,"  says 
ymolds  with  a  grin. 
Ion  Donald  Jr.,  52,  a  marketing  con- 
tant  in  Tulsa,  was  dismissed  from 
nrey  in  1972  after  mishandling  a 
pute  with  the  FCC  that  resulted  in 
;  loss  of  a  television  station  license, 
ked  about  his  father's  seeming  vin- 
tiveness,  Don  Jr.  adopts  an  almost 
ilistic  tone  and  says:  "The  only 
)ple  who  have  not  gotten  along 
:h  my  father  are  those  who  expect 
q  to  do  anything  but  what  he  has 
fays  done.  He  is  tremendously  con- 
tent. That's  why  he  has  done  so 

II.  "  Consistent  in  what?  Consis- 
it  in  ruthlessness,  a  single-minded 
motion  to  business  and  not  much 
:  for  compassion. 

^.s  one  of  the  last  of  the  great  inde- 
ldent  media  moguls  winds  down — 
1  reads  about  the  latest  fancy  deals 
m  the  safety  of  his  whirlpool — the 
tter  can  be  simply  put:  Don  Reyn- 
s  can  die  without  worrying  about 
:es,  shareholders,  excessive  lever- 
:  or  the  passing  on  of  an  empire  to 
labbling  or  incompetent  heirs.  Sure 
s  missed  some  good  buys,  but  he 
aws  from  personal  experience  at  an 
ly  age  that  there's  a  downside  in 
:  as  well  as  an  upside.  "I  may  live  in 
gambling  town,  but  I  don't  have 
ond  sight,"  he  whispers,  before 
king  into  an  afternoon  snooze.  "I 
y  away  from  the  tables."  ■ 


Reynolds'  tiny  treasures 

Donald  Reynolds  started  small,  buying  an  interest  in  a  photoengraving 
plant  with  $300  in  cash  and  a  $700  bank  loan.  He  still  prefers  to  buy 
small,  but  look  at  what  he  has  accumulated. 

Daily  newspapers: 
(728,000  total  circulation) 

Weeklies 

(15,000  total  circulation): 

Arkansas 

Northwest  Arkansas  Morning  News  (Rogers) 
Southwest  Times  Record  (Fort  Smith) 
Springdale  News 
California 

Chico  Enterprise- Record 
Lompoc  Record 
Daily  Report  (Ontario) 
Progress  Bulletin  (Pomona) 
Daily  News  (Red  Bluff) 
Redlands  Daily  Facts 
Ukiah  Daily  Journal 
Vallejo  Times-Herald 
Daily  Democrat  (Woodland) 
Hawaii 

Hawaii  Tribune  Herald  (Hilo) 
West  Hawaii  Today  (Kailua-Kona) 
Indiana 

Washington  Times-Herald 
Iowa 

Clinton  Herald 
Oskaloosa  Herald 
Kentucky 

Glasgow  Daily  Times 
Mississippi 
Picayune  Item 
Missouri 

Macon  Chronicle-Herald 
Moberly  Monitor-Index 
Nevada 

Nevada  Appeal  (Carson  City) 

Ely  Daily  Times 

Las  Vegas  Review-Journal 

New  Mexico 

Alamogordo  Daily  News 

North  Dakota 

Minot  Daily  News 

Oklahoma 

Altus  Times 

Bartlesville  Examiner-En  terprise 
Blackwell  Journal-Tribune 
Chickasha  Daily  Express 
Durant  Daily  Democrat 
Daily  Leader  (Frederick) 
Guthrie  Daily  Leader 
Guymon  Daily  Herald 
Henryetta  Daily  Free-Lance 
Holdenville  Daily  News 
Norman  Transcript 
Okmulgee  Daily  Times 
Pauls  Valley  Daily  Democrat 
Daily  Journal-Capital  (Pawhuska) 
Wewoka  Daily  Times 
Tennessee 

Daily  Herald  (Columbia) 
Texas 

Borger  News-Herald 
Cleburne  Times-Review 
Gainesville  Daily  Register 
Jacksonville  Daily  Progress 
Kilgore  News  Herald 
Sherman  Democrat 
Sweetwater  Reporter 
Weatherford  Democrat 
Washington 

Daily  World  (Aberdeen) 
Daily  Globe  News  (Auburn) 
Daily  News  Journal  (Kent) 
Daily  Record  Chronicle  (Renton) 

Booneville  Democrat  (Arkansas) 
Fort  Bragg  Advocate-News  (California) 
Poplarville  Democrat  (Mississippi) 
Spring  Hill  Morning  Sun  (Tennessee) 

Television  station: 

KOLO  (ABC  affiliate),  Reno,  Nev. 
(latest  ratings,  27  share;  city's  highest) 

Radio  stations: 

KBRS  (AM),  Springdale,  Ark. 
KLDR  (FM),  Delta,  Colo. 
KEXO  (AM),  Grand  Junction,  Colo. 
KOCM  (FM),  Newport  Beach,  Calif. 
KORK  (AM),  Las  Vegas,  Nev. 
KYRK  (FM),  Las  Vegas,  Nev. 
KOLO  (AM),  Reno,  Nev. 

Cable  systems 
(96,000  subscribers): 

Donrey  Cablevision: 

Rogers,  Ark. 

Vallejo,  Calif. 

Bartlesville,  Okla. 

Blackwell,  Okla. 

Guymon,  Okla. 

Falcon  Communications: 

Los  Angeles  area  (40%  interest) 

Kilgore  Cable  Television: 

Kilgore,  Tex.  (50%  interest) 

Outdoor  advertising 
(13,000  billboards) 

Donrey  Outdoor  Advertising: 

Fort  Smith,  Ark. 
Little  Rock,  Ark. 
Muncie,  Ind. 
Wichita,  Kans. 
Las  Vegas,  Nev. 
Reno,  Nev. 
Albuquerque,  N.M. 
Columbus,  Ohio 
Oklahoma  City,  Okla. 
Tulsa,  Okla. 
Amarillo,  Tex. 
Spokane,  Wash. 

Cellular  telephone 

Cellular  One:  Tulsa,  Okla.  (78%  interest) 

Other  holdings: 

Seven  homes:  Las  Vegas,  Fort  Smith  (Ark), 
Hilo  &.  Kailua-Kona  (Hawaii),  Tulsa, 
New  York  (Trump  Tower),  Lake  Tahoe 

wvci  zuUjUuu  aq.  n.  uiiicc  uuiiuiiiga 

1,200-acre  ranchland  Oklahoma 
(plus  800  more,  scattered  U.S.) 

Catfish  ranch:  Duckwater,  Nev. 

Shopping  centers:  Kailua-Kona  (Hawaii) 
and  Fort  Smith  (50%  interest) 

Restaurant:  Miss  Laura's  Social  Club, 
Fort  Smith  (formerly  a  whorehouse) 

Stocks  and  bonds:  approx.  $22  million 

20-acre  industrial  park:  Fort  Smith,  Ark. 

Foundations: 

Donrey  Public  Foundation:  emergency 
relief,  camp  for  kids 

Donald  W.  Reynolds  Foundation:  $100,000 
annually  in  journalism  scholarships,  the 
country's  largest  program.  Recent  $2.5  million 
matching  grant  for  journalism  school, 
University  of  Nevada-Reno. 
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Advertising  Section 

Listed  in  this  section  are  exciting  companies  with 
important  information  for  active,  astute  investors 
like  you.  Take  advantage  of  this  opportunity  to  re- 
ceive any  of  the  annual  reports  advertised  absolutely 
FREE  and  at  no  obligation.  Simply  circle  the  numbers 
of  the  companies  that  interest  you  on  the  postpaid 
reply  cards  provided.  Forbes  will  forward  your  re- 
quests to  the  companies,  and  you  will  shortly  receive 
the  annual  reports.  Please  allow  a  reasonable  amount 
of  time  for  processing. 


AMCA  International  Ltd. 

AMCA  International  is  engaged  world- 
wide in  designing,  engineering,  manufac- 
turing, marketing,  installing  and  financing 
a  broad  range  of  industrial  products,  in- 
cluding machine  tools,  construction 
equipment  and  construction  services. 
AMCA's  common  stock  is  traded  on  the 
New  York,  Toronto  and  Montreal  Stock 
Exchanges.  Ticker  symbol  AIL.  In  1985 
the  104-year-old  company  had  sales  of  $1.6 
billion  with  net  income  of  $17  million. 
AMCA  entered  1986  with  $700  million 
in  backlog,  a  26  percent  gain  over  1985. 


AZP  Group  Inc. 

AZP  Group  Inc.  is  the  parent  he 
company  of  three  non-utility  subsid 
and  Arizona  Public  Service  Com 
Arizona's  largest  electric  utility, 
revenues  were  over  $1  billion  in 
with  sales  up  7% .  Record  earnings  (3 
and  dividends  ($2.72)  per  share 
achieved.  Other  milestones  includ 
commercial  operation  of  Unit  1  a 
Palo  Verde  Nuclear  Generating  St; 
(NYSE:  AZP) 


AMP  Incorporated 

Over  15%  compound  annual  growth  rate 
for  over  30  years.  Outlook  improving. 
Growth  expected  to  resume  in  1986. 
9-10%  of  sales  spent  on  RD&E. 
Sales 

EPS 

$1.00 
1.87 
1.52 
89c 
24c 


(Mil.) 

$1,636 
1,813 
1,515 
801 
410 

Steady  Growth — through  new  products  and  markets.  Sales  up  all 
but  4  of  44  years.  80-90%  of  sales  electronic-oriented.  Broad  Diver- 
sification— leading  producer  of  electrical/electronic  connection  de- 
s.  90,000  types/sizes;  100,000  customers.  Subsidiaries 

in  25  i  ountrics.  (AMP-N.Y.S.E.).  2 


1985 
1984 
1983 
1978 
1975 


Div. 

72c 
64c 

53  Vat 
20c 

12  'Ac 


Affiliated 
Publications,  Inc. 

Is  the  parent  company  of: 

•  Globe  Newspaper  Company, 
lisher  of  The  Boston  Globe,  one  c 
nation's  outstanding  newspapers; 

•  Affiliated  Broadcasting,  Inc.,  v 
owns  and  operates  eight  radio  static 
five  markets  around  the  country; 

•  The  Globe  Pequot  Press  Inc.,  pub 
of  books  with  a  New  England  flavo 

Affiliated  is  also  involved  in  cab] 
evision,  cellular  radio  telephones  and  paging  systems  throuj 
45%  ownership  of  McCaw  Communications  Companies,  Inc. 
these  interests  in  print  journalism,  broadcasting,  cable  telev 
cellular  radio  telephones  and  paging,  Affiliated  continues  to 
grow  in  the  communications  field. 
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American  Brands,  Inc. 


American  Brands,  Inc.,  is  a  worldwide 
holding  company  with  two  core  busi- 
nesses... packaged  goods  and  financial 
services.  Well-known  brands  include 
Carlton,  Lucky  Strike,  Pall  Mall  and 
Tareyton  cigarettes,  Jim  Beam  bourbon, 
Master  locks,  Sunshine  crackers  and 
cookies,  Titleist  and  Pinnacle  golf  prod- 
ucts and  Swingline  staplers.  The  company 
also  owns  Pinkerton's  security  and  in- 
vestigative services  and,  in  financial  ser- 
vices, it  owns  Franklin  Life  and  Southland 
85  sales  were  $7.3  billion  and  net  income  was  a  record  $7.34 
imon  share. 


ARGO- 

Systems 

Annual  Report 
1985 


ARGOSystems,  Inc. 


ARGOSystems  designs  advanced  systems 
that  listen  to  and  make  sense  of  hostile 
radar  and  radio  signals  for  the  defense 
forces  of  the  U.S.  and  its  allies. 

ARGOSystems  designs  advanced  elec- 
tronics systems  that  listen  to  and  make 
sense  of  hostile  radar  and  radio  signals 
for  the  defense  forces  of  the  Free  World. 
It  has: 

—  been  profitable  since  its  founding  in 
1969 

—  grown  28%  (earnings  35%)  a  year 

since  1980 

—  no  debt  and  cash  or  cash  investments  of  about  $25,000,000. 
— $100,000,000-plus  backlog  and  over  100  contracts  in 
process. 
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American  Express 
Company 

American  Express  reported  record  earnings 
of  $810  million  for  1985,  a  33  percent 
increase  over  1984.  Its  businesses  include 
the  charge  card,  Travelers  Cheque,  travel, 
life  insurance,  international  banking, 
brokerage,  investment  banking,  personal 
financial  planning  and  asset  management 
industries. 


Avnet,  inc. 


Avnet  is  the  world's  largest  distributor  of 
standard  and  customized  electronic  com- 
ponents and  computer  products.  It  also 
supplies  electrical,  electro-automotive, 
and  video  products.  Fiscal  1985  sales  were 
$1.5  billion  and  earnings  were  $49.4  mil- 
lion. Avnet's  report  contains  an  8-page 
profile  on  "The  Future  of  Distribution." 
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American  General 
Corporation 

American  General  Corporation  is  one  of 
America's  premier  insurance-based  fi- 
nancial services  organizations.  The  com- 
pany finished  1985  with  $20.7  billion  in 
assets,  $3.9  billion  in  shareholders'  equity, 
and  $466  million  in  operating  earnings, 
capping  a  decade  of  remarkable  growth. 
During  this  ten-year  period  the  total  return 
to  shareholders  averaged  over  28%  per 
year. 


BDM  International,  Inc. 


BDM  International,  Inc.  (AMEX:BDM) 
posted  its  16th  straight  year  of  record  rev- 
enue and  net  income  (both  up  31%)  in 
1985.  EPS  also  increased  28%.  BDM  is  a 
diversified,  growth-oriented,  professional 
and  technical  services  firm  providing  ad- 
vanced technology  and  other  contract 
support  to  clients  in  defense,  communi- 
cations, energy,  space,  manufacturing, 
logistics,  and  other  areas.  BDM's  net  in- 
come totaled  $10.6  million  ($1.04  EPS)  on 
revenue  of  $250.3  million  in  1985,  the 
firm's  25th  anniversary  year.  For  more  information,  contact  James 
C.  Hughes,  7915  Jones  Branch  Drive,  McLean,  Virginia  22102,  (703) 
848-5000. 
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Ameritech 

Ameritech  is  the  leading  supplier  of  com- 
munications products  and  services  in  Il- 
linois, Indiana,  Michigan,  Ohio  and 
Wisconsin.  1985  earnings  rose  8.8%,  to 
$1.07  billion. 

Its  Bell  companies  serve  more  than  1 1.4 
million  customer  accounts;  other  subsid- 
iaries are  leaders  in  cellular  mobile  phone 
service,  Yellow  Pages,  communications 
equipment  and  systems  software. 
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When  our 
customers  talk, 
we  listen. 
And  respond. 


Listening  and  responding 
to  customers'  needs  for  ^_ 
new  products  have  nude  ^ 
us  die  nation's  leading  ukI,  .  ^* 
mtut  diversified  I 
man  uf.ic  Hirer  of  energy-  ^^TjLjfil 
efficient  industrial        -j  ^BB^V  4 


Baldor  Electric  Co. 

Management  reviews  changes  under  way 
in  the  electric  motor  industry,  and  how 
Baldor  is  responding. 

The  convergence  of  the  electronics  and 
electric  motor  industries,  and  the  inter- 
nationalization of  the  industry  are  two  of 
the  changes  discussed. 

Baldor  markets  the  broadest  range  of 
energy-efficient  industrial  motors  and  in- 
troduces many  new  products  each  year. 
Baldor  has  accomplished  this  because  .  .  . 
"When  our  customers  talk,  we  listen.  And 
respond." 


12 


ADVERTISEMENT  3 


Bank  of  Montreal 

Bank  of  Montreal,  the  second  largest  bank 
in  Canada,  ranks  29th  in  the  world  with 
assets  of  C$82.4  billion.  It  operates  in 
fifteen  countries  including  all  key  finan 
cial  markets.  With  Harris  Bankcorp,  Bank 
of  Montreal  offers  a  complete  range  of 
banking  services  in  Canada  and  the  United 
States.  1985  net  income  was  $339  million 
($3.75  per  common  share). 
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CSX  Corporation 

CSX  closed  1985  with  over  $11  billi 
assets  and  its  common  and  preferred 
at  all-time  highs.  The  company  mi 
a  restructuring  program  which  set 
component-based  organization 
around  its  four  major  lines  of  busir 
transportation,  energy,  technology 
properties.  The  action  better  positioi 
company  for  future  growth  and  imp 
shareholder  value. 


The  British  Petroleum 
Company  p.l.c. 

BP  is  one  of  the  world's  largest  interna- 
tional oil  and  natural  resource  groups  with 
key  strengths  in  oil  and  gas  exploration, 
supply,  marketing  and  technology.  The 
Group  has  a  major  stake  in  the  U.S. 
through  its  55%  interest  in  Standard  Oil. 
Other  activities  include  chemicals,  min- 
erals and  nutrition.  BP  has  an  unbroken 
record  of  dividend  payment  of  over  60 
years. 
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CAM-NET 
Communications 
Network  Inc. 

CAM-NET,  an  aggressive  growth  on 
Canadian  company,  is  Canada's  fi: 
ternate  long  distance  telephone  se 
CAM-NET  is  building  an  extensiv 
tomer  base  by  offering  Canadians  dis 
long  distance  from  Canada  to  thf 
and  100  other  countries.  Spearheadi 
forts  to  have  the  Canadian  tele 
munications  industry  deregulated,  ( 
NET  is  in  the  forefront  to  penetrate  the  multi-billion  dollar 
Canadian  telecommunications  market. 


Brush  Wellman  inc. 

The  Company  has  achieved  a  strong 
growth  record,  with  an  average  annual 
growth  rate  for  sales  from  continuing  op- 
erations of  19  percent  for  the  last  10  years. 
The  average  growth  of  net  income  from 
continuing  operations  was  40  percent. 
Brush  Wellman  is  a  leading  supplier  of 
beryllium  and  specialty  engineered  ma- 
terials used  in  high  reliability  applications 
in  aerospace,  automotive,  computers, 
electronics,  telecommunications  and 
other  key  industries. 
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Centel  Corporation 

Chicago-based  Centel  Corporati 
leading  telecommunications  com 
has  interests  in  telephone,  cable  telev 
business  communications,  cellular 
phone  and  satellite  interexchange 
terns.  The  company's  high  renin 
shareholders'  investment  (15.7%  in 
and  steady  earnings  growth  (net  in 
up  6%,  to  $128.7  million,  in  1985) 
permitted  consistent  increases  in  tl 
nual  common  dividend. 


CP  National  Corporation 

CP  National,  a  diversified  communica- 
tions and  energy  company,  has  sustained 
an  unbroken  record  of  earnings  growth 
since  1979.  Operations  include  telecom- 
munications and  energy  utilities;  the 
manufacture  of  specialized  communica- 
tions control  and  electronic  signal  pro- 
cessing systems;  development  of  large- 
scale  alternative  energy  systems;  leasing; 
integrated  consulting,  engineering  and 
construction  services.  NYSE:CPNtl. 


Central  Reserve  Life 

After  nearly  a  decade  of  consistent 
and  phenomenal  growth,  Central  Re 
Life  continues  to  be  "the  prefened 
pany."  Nine  years  ago,  present  ma 
ment  took  an  innovative,  rather  d 
concept — offering  maximum  coven 
minimum  cost  exclusively  to  prel 
groups — and  made  it  work.  Not  on) 
it  work,  but  the  concept  proved  sc 
cessful  that  today,  CRL  is  a  leader  i 
small-employer,  group  health  insu 
market. 
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Central  and  South  West 
Corporation 

Central  and  South  West  Corporation  has 
increased  its  common  stock  dividend  an- 
nually for  35  consecutive  years.  Its  four 
principal  subsidiary  companies  provide 
electric  service  to  portions  of  Texas, 
Oklahoma,  Louisiana  and  Arkansas.  Be- 
ginning in  1988,  internal  cash  generation 
is  expected  to  exceed  construction  ex- 
penditures, thus  providing  new  diversi- 
fication opportunities.  Assets  total  $7 
billion  and  revenues  total  $2.7  billion. 
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Church's  Fried  Chicken, 
Inc. 

Church's  Fried  Chicken,  Inc.  (NYSE 
symbol:  CHU)  sells  fried  chicken,  chicken 
nuggets,  fried  catfish,  and  complementary 
food  items. 

At  the  end  of  1985  the  company  operated 
1,271  stores  in  28  states,  Franchisees  op- 
erated 278  stores  in  28  states,  the  District 
of  Columbia,  Puerto  Rico,  and  in  six  for- 
eign countries. 
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CertainTeed 
Corporation 

CertainTeed  Corporation,  one  of  the  top 
300  U.S.  industrial  corporations,  is  a 
leading  manufacturer  and  distributor  of 
fiber  glass  products  (insulation  and  rein- 
forcements), building  materials  (solid  vi- 
nyl siding  and  accessories,  solid  vinyl 
windows,  and  aluminum  doors  and  win- 
dows) and  piping  products.  Sales  in  1985 
totaled  $1.1  billion  and  net  income  was 
$53.4  million.  CertainTeed's  stock  is 
traded  on  the  New  York  and  Pacific  Stock 
Exchanges.  Ticker  symbol — CRT. 
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CILCORP  Inc. 

CILCORP  Inc.  is  a  holding  company 
formed  in  1985  with  flexibility  to  diversify 
into  non-utility  operations.  It  has  three 
subsidiaries:  an  electric  and  gas  utility, 
which  serves  Central  Illinois;  an  invest- 
ment management  subsidiary,  which  ad- 
ministers the  Company's  investment 
policy  and  manages  its  portfolio;  and  a 
venture  capital  subsidiary,  which  pursues 
investment  opportunities  in  new  and  ex- 
panding businesses.  CILCORP  and  its 
predecessor  have  paid  quarterly  common 
dividends  since  1921.  "Diversification  will  continue  to  have  a  positive 
effect  on  our  financial  picture." 
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Chesebrough-Pond's, 
Inc. 

Chesebrough-Pond's  has  met  the  needs 
of  families  for  more  than  100  years  with 
popular  consumer  brands  like  Ragii, 
Pond's,  Prince,  Bass,  Vaseline,  Cachet, 
Wind  Song,  Q-tips,  Aziza,  and  Rave.  With 
the  1985  acquisition  of  the  Stauffer 
Chemical  Company,  Chesebrough  has 
taken  a  dramatic  step  forward  to  improve 
the  company's  ability  to  create  new  and 
better  products. 
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Coachmen 
Industries,  Inc. 

Coachmen  industries,  Inc.  is  a  leading 
manufacturer  of  recreational  vehicles  and 
related  parts  and  has  important  interests 
in  manufactured  housing.  Sales  have 
grown  at  a  compounded  annual  growth 
rate  of  40%  during  Coachmen's  21-year 
history. 
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Chieftain  Development 
Co.  Ltd. 

During  1985  Chieftain  increased  its  oil 
reserves  by  36%,  to  16  million  barrels. 
Oil  production  increased  69%,  to  569,000 
barrels  and  gas  sales  were  up  by  9% .  Oil 
and  gas  discoveries  were  made  in  Alberta, 
North  Dakota  and  the  Gulf  of  Mexico. 
Financial  results  for  1985  were:  cash  flow 
$41.9  million,  net  earnings  $13.1  million 
and  revenues  $95.2  million. 
Listed:  ASE,  TSE. 
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Colt  Industries  Inc. 

A  leading  supplier  of  aerospace,  auto- 
motive, and  industrial  products,  Colt 
Industries  1985  sales  were  $1.6  billion. 
Earnings  from  continuing  operations  were 
up  8%  over  the  strong  gains  achieved  in 
1984,  and  earnings  per  share  were  up  19% 
over  the  previous  year.  Products  include 
Menasco  aircraft  landing  gear,  Holley  au- 
tomotive equipment,  Fairbanks  Morse 
diesel  engines,  and  Garlock  industrial 
seals. 
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Comerica  Incorporated 

Comerica  Incorporated  provides  a  com- 
plete range  of  financial  services  to  cor- 
porate customers  and  consumers  through 
18  affiliate  banks  with  more  than  200  of- 
fices in  Michigan  and  other  offices  in  cities 
across  the  United  States. 

At  year-end  1985,  consolidated  assets 
were  $9.7  billion  and  net  income  was 
$56.5  million,  or  $4.85  per  common  share. 
Dividends  declared  on  Comerica  common 
shares  during  1985  totaled  $2.13,  the  42nd 
consecutive  year  higher  dividends  have 
been  declared. 
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Deb  Shops,  Inc. 

Deb  is  a  growing  chain  of  190  spec 
apparel  stores  offering  moderately  pi 
fashionable,  coordinated  sportsv 
dresses,  coats  and  accessories  to  the  j 
sized  fashion-conscious  female. 


FINANCIAL  HIGHLIGHTS 
Year  Ended  January  31 

(in  thousands  except  per  share  data 


Net  Sales 
Net  Income 
Net  Income  per  Share 
Book  Value  per  Share  at  Year 
End 


1986 

1985 

1? 

$147,104 

$120,405 

$9 

$  10,350 

$  7,580 

$ 

$  1.37 

$  1.04 

$ 

$  5.18 

$  3.96 

$ 

Comdisco,  Inc. 


Comdisco  is  engaged  in  the  trading  and 
leasing  of  new  and  used  IBM  computer 
equipment  and  many  other  types  of  gen- 
eral high  technology  equipment.  The 
Company  owns  or  controls  $6  billion  of 
equipment  and  finances  over  $1  billion 
of  new  equipment  yearly.  Through  sub- 
sidiaries, Comdisco  also  provides  disaster 
recovery  back-up  for  computers  as  well 
as  installation,  de-installation,  modifi- 
cation, and  maintenance  services.  Other 
subsidiaries  are  in  the  oil  and  gas  business 
and  engaged  in  the  risk  arbitrage  of  securities  in  merger/acquisition 
situations.  Comdisco's  net  earnings  grew  to  $57.5  million  ($2.12  per 
share)  in  fiscal  1985  from  $29.7  million  ($1.05  per  share)  in 
fiscal  1984.  3Q 
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DENNING  MOBILE  ROBOTICS.  INC. 

Denning  Mobile 
Robotics,  Inc. 

Denning's  artificially  intelligent  m 
robots  are  being  designed  to  condui 
curity  and  surveillance  in  facilities 
as  warehouses,  prisons  and  manufact 
facilities.  Its  dedicated  and  talente 
gineering  team,  assisted  by  scientists 
Carnegie-Mellon  University  and 
spent  the  last  three  years  developii 
state-of-the-art  product.  Denning  a 
pates  commencing  production  in 
under  an  agreement  with  Raytheon 
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Computer  Task 
Group  Inc. 


Computer  Task  Group,  a  national  profes- 
sional services  firm,  designs  and  builds 
computer  information  systems  for  Fortune 
500  companies. 

The  business  has  grown  at  a  5  year  rate 
of  40  percent  per  year,  with  1985  revenues 
of  $116  million.  Earnings  per  share  for 
1985  were  $1.02,  a  50  percent  increase 
over  1984. 

Future  growth  plans  include  geographic 
expansion  in  the  United  States  and  the 
international  marketplace. 
Computer  Task  Group  is  a  public  company  with  shares  traded 
through  NASDAQ  under  the  symbol  CTSK.  ^ 


Eaton  Corporation 

1985  sales  set  a  record.  Earnings  wei 
2nd  highest  in  Eaton's  history.  Net  in 
was  $231  million  on  sales  of  $3.7  bi 
Cash  resources  far  exceed  total  debt 
idends  rose  33%  since  April,  1985.  Tl 
expected  to  rise  25%  more  by  1988. 
1980,  appreciation  and  dividends  rose 
higher  than  DJIA's,  and  25%  higher 
S&P  500's.  We  serve  automotive, 
tronics,  defense  and  capital  goods  ma 


Conolog  Corporation 

Conolog  Corporation 

Designers  and  manufacturers  of  com- 
munication and  telemetric  equipment.  We 
are  suppliers  of  vital  prime  components 
on  the  Navy's  CAPTOR  and  ALWT  pro- 
grams as  well  as  the  Patriot,  Phoenix  and 
Sea  Sparrow. 

Conolog's  supervisory  control  and  te- 
lemetry Hnes  are  used  in  managing  gas 
and  oil  ansmission,  water  and  waste- 
water, a; -port  and  ground  traffic  control 
in  addition  to  commodity  and  financial 
news  transmission  to  subscribers. 

Sale    iave  tripled  from  1983  to  1985. 


Eaton  Financial 
Corporation 

j  f  .  Eaton  Financial  Corporation  is  a  le 

&  M  independent  "small  ticket"  leasing 

pany  operating  18  decentralized,  comj 
linked  offices  throughout  the  Ui 
States.  The  Company  specializes  in  le 
general  purpose  office  and  busi 
equipment  that  costs  less  than  $5i 
to  a  wide  variety  of  commercial  i 
During  the  last  five  years,  total  in 
has  grown  at  an  80%  compoundec 
while  net  income  has  grown 
annually. 
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Echo  Bay  Mines  Ltd. 

Echo  Bay  is  a  major  North  American  gold 
mining  company,  with  1986  production 
estimated  at  300,000+  ounces.  During 
1985,  production  per  share  increased  26% 
and  reserves  per  share  increased  85% . 

With  32,000  shareholders,  our  shares 
were  the  sixth  most  active  on  the  Amer- 
ican Stock  Exchange  in  1985. 

The  1985  annual  report  has  been  written 
specifically  for  non-technical  investors. 
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Fansteel 


ANNUAL 
REPORT 
1985 


Fansteel  Inc. 

Fansteel  Inc.,  North  Chicago,  Illinois,  is 
an  integrated  producer  of  refractory  metals 
that  also  fabricates  special  metal  products 
for  the  electronic,  electrical,  aircraft/aer- 
ospace, metalworking,  energy  and  chem- 
ical industries.  Sales  for  the  year  1985 
were  $208,093,000  with  net  income  of 
$7,704,000.  Fansteel  common  stock  is 
traded  on  the  New  York  Stock  Exchange 
under  the  symbol  FNL. 
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Electromagnetic 
Sciences,  Inc. 

Electromagnetic  Sciences  designs  and 
produces  microwave  components,  mi- 
crowave subsystems,  and  radio-linked  data 
communications  equipment.  Sales  have 
increased  at  a  compound  annual  rate  of 
39%  since  1981.  Earnings  of  $.90  per  share 
in  1985  represented  a  10.5%  return  on 
stockholders'  equity.  The  Company's 
common  stock  is  traded  in  the  national, 
over-the-counter  market  (NASDAQ 
symbol  of  ELMG). 
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Ferro  Corporation 


A  major  multi-national  producer  of  in- 
dustrial specialty  materials,  Ferro  supplies 
a  broad  spectrum  of  industries  in  the 
United  States  and  overseas.  Its  technology- 
based  materials  are  used  to  improve  the 
quality,  durability,  performance  and  ap- 
pearance of  manufactured  products,  with 
applications  ranging  from  aerospace,  au- 
tomotive and  telecommunications  to  lei- 
sure products,  home  appliances  and  toys. 
The  Company  is  recognized  worldwide 
for  its  technical  capabilities  and  ingenuity 
in  specialty  materials  development. 
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Engelhard  Corporation 

(NYSE:  EC)  Engelhard  is  distinguished  by 
a  commitment  to  fresh  ideas  for  advanced 
technology  and  a  global  perspective. 

The  1985  Report  reviews  the  Company's 
financial  structure,  outlines  global  strat- 
egies shared  with  international  analysts 
at  a  forum  in  Zurich,  and  conceptualizes, 
via  pictorial  essay,  Engelhard 's  thrust  for 
its  products  in  key  markets  worldwide. 
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First  of  America  Bank 
Corporation 

First  of  America,  $5.4  billion  in  assets,  is 
a  bank  holding  company  headquartered 
in  Kalamazoo,  Michigan.  Its  32  banks 
provide  financial  services  to  1 10  Michigan 
communities  through  255  banking  offices. 
Earnings  per  share  in  1985  were  $5.19,  up 
13.3%  from  the  $4.58  earned  in  1984. 
Pending  shareholder  and  regulatory  ap- 
proval is  affiliation  with  the  $1.1  billion 
NewCentury  Bank  Corporation. 
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Family  Dollar 
Stores,  Inc. 


Family  Dollar  operates  more  than  1,000 
discount  stores  in  22  states.  Fiscal  1985 
sales  increased  20%,  to  $410  million,  and 
net  income  increased  19%,  to  $28  million. 
Family  Dollar  has  reported  43  consecutive 
quarters  of  record  sales  and  earnings  on 
a  comparable  basis.  During  fiscal  1985, 
155  stores  were  added  to  the  rapidly  ex- 
panding chain,  and  at  least  180  new  stores 
will  be  opened  in  fiscal  1986.  The  Com- 
pany has  no  long-  or  short-term  debt  and 
th  is  financed  from  internally  generated  funds. 
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First  NH  Banks,  Inc. 


Another  Record  Year  for  First  NH  Banks 
in  1985 

©First  NH  Banks,  Inc.  (OTC-FINH)  earn- 
ings increased  from  $9, 127,000  to  1 5, 121,000 
in  1985,  up  66%.  Earnings  per  Common 
Stock  were  up  51%,  from  $1.76  to  $2.65. 
Total  Assets  were  $1,374,000,000  on  De- 
cember 31,  1985,  up  33%  over  1984.  Total 
Stockholders  Equity  was  $82,571,000  on 
December  31,  1985,  up  39%  over  a  year 
earlier.  The  Company's  Return  on  Average 
Assets  was  1.32%  and  its  Return  on  Av- 
erage Equity  was  21.49%.  First  NH  Banks  owns  1 1  banks,  a  mortgage 
company  and  a  leasing  subsidiary. 
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FlightSafety 
International,  Inc. 

Earnings  and  revenues  of  FlightSafety  In- 
ternational (FSI-NYSE)  continued  to  set 
records  in  1985.  Net  income  rose  to 
$30,911,000,  or  $1.39  per  share,  from 
$26,790,000,  or  $1.21  per  share,  in  1984. 
198.5  record  revenues  increased  to 
$110,650,000  from  $99,132,000  in  1984. 
FSI  offers  high  technology  training  to  op- 
erators of  aircraft,  ships,  electrical  utilities, 
steam  generating  and  processing  plants. 
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Gibson  Greetings,  ln« 

Gibson  Greetings,  Inc.  had  record  re 
and  net  income  in  1985.  Reveni 
creased  9.4%  to  $329.9  million,  wl 
income,  including  extraordinary 
gained  11.0%,  to  $31.5  million,  o 
per  share.  Long  term  debt  to  tou 
talization  decreased  to  a  consei 
21.6%.  Shareholders'  equity  inc 
30.6%,  to  $1 19.0  million.  Since  19". 
enues  have  increased  2.4  times,  wh 
income,  excluding  extraordinary 
grew  6.6  times. 


Gannett  Co.,  Inc. 


In  1985,  Gannett  had  net  income  of 
$253,277,000,  the  most  net  income  in  1985 
for  any  public  company  whose  primary 
business  is  newspapers  and  broadcasting. 
The  diversified  information  company 
passed  the  $2  billion  mark  for  the  first 
time  in  1985  as  revenues  were  up  13  per- 
cent, to  $2,209,421,000.  Quarterly  divi- 
dends increased  15  percent,  the  18th 
increase  in  18  years.  Gannett  operates  91 
daily  and  40  non-daily  newspapers,  eight 
television  and  15  radio  stations,  North 
America's  largest  outdoor  advertising  group,  plus  news,  research, 
marketing,  printing  and  programming  services. 
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Golden  Triangle 
Royalty  &  Oil,  Inc. 


Sixteen  new  successful  oil  wells 
combined  initial  potentials  exci 
17,000  barrels  of  oil  per  day  hav< 
discovered  on  GTRO's  471,000  net  l 
acres  under  5,700,000  acre  AP  29S 
is  one  of  13  oil  concessions  in  Au: 
covering  62,184,640  gross  surface  a 
which  GTRO  holds  3,323,563  net  r 
acres  of  overriding  royalties.  Further 
drilling  and  exploration  unden* 
Australian  holdings.  Has  royalty  a 
income  from  small  interests  103  oil  and  gas  wells  in  the  U.S.  < 
has  no  debt,  and  uses  conservative  royalty  approach  to  the  c 
gas  business.  NASDAQ  symbol:  GTRO. 


Gemini 

Technology  Inc. 
Corporate  Profile 


Gemini  Technology  Inc. 

GTI  iGMT-V),  leader  in  R&D  and  man- 
ufacturing of  computer  enhancement  de- 
vices for  military,  scientific  and  business 
markets,  introduced  the  very  successful 
Gemini  ZT00  Emulator  Board  in  1985. 
This  year,  GTI  will  reach  well-defined 
market  niches  with  devices  to  increase 
computer  graphic  and  memory  capabili- 
ties. Projected  sales  will  top  $12  million 
(Cdn.)  in  1986,  GTI's  first  full  year  of 
operation. 
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Graphic  Industries,  Ir 

NASDAQ:Graphl.  34%  compounc 
nual  growth  in  earnings  for  past  10 
Sales  and  earnings  more  than  doul 
three  years.  For  year  ended  Jan.  31 
sales  up  40%,  earnings  up  36%. 


Fiscal 

Sales 

Net  Income 

Year 

(Mil) 

(Mil) 

1986 

$130.4 

$4.9 

1985 

92.9 

3.6 

1984 

48.4 

2.3 

1981 

30.0 

1.4 

1977 

10.9 

.4 

Sales  growth  for  35  consecutive  years.  Full-line  graphic  com 
cations  company.  Leader  in  use  of  advanced  technology.  Te 
record:  Sales  up  32%,  Net  Income  up  34% ,  Average  Return  on 
33.5%.  Headquarters:  Atlanta,  Georgia. 


Georgia-Pacific 
Corporation 


Georgia-Pacific  is  one  of  the  world's  largest 
forest  products  companies,  with  record 
sales  of  over  $6.7  billion.  The  1985  Annual 
Report  features  a  new  financial  review 
section  and  outlines  the  company's  plans 
for  continued  growth. 

Last  year,  Georgia-Pacific  strengthened 
its  balance  sheet  to  accommodate  future 
acquisitions,  as  well  as  to  sustain  the  in- 
ternal capital  investment  program.  A 
strong  performance  in  building  products 


offset  a  decline  in  the  pulp  and  paper  business 


aids,  increasing  Grow's 
total  sales. 


Grow  Group,  Inc. 

Grow  Group,  Inc.  has  grown  from  1. 
lion  in  sales  to  a  current  annual  i 
over  400  million,  paid  88  conse 
quarterly  cash  dividends.  A  stock! 
with  100  shares  in  1965  would  ov, 
shares  today.  The  Corporation  is  i 
the  nation's  largest  producers  of  spc 
chemical  coatings.  With  the  rece 
quisition  of  Perrigo  Co.,  Grow  has  b 
one  of  the  leading  U.S.  makers  ol 
the-counter  pharmaceuticals,  privati 
household  products,  and  health  and  1 
Consumer  Group  to  approximately  4 
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Harsco  Corporation 

Harsco  Corporation,  a  diversified  indus- 
trial company,  in  1985  reported  record 
sales  of  $1.3  billion  and  its  second  best 
earnings  ever  at  $60.5  million,  or  $2.03 
per  share,  adjusted  for  a  three-for-two 
stock  distribution.  Harsco  posted  record 
results  in  its  defense  operations  and  in 
titanium  and  composite  products,  as  well 
as  solid  contributions  in  specialty  steel 
mill  support  services,  scaffolding  equip- 
ment and  railway  maintenance  products. 
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Idaho  Power  Company 

Outstanding  snow  and  streamflow  con- 
ditions in  recent  years  have  put  this  pre- 
dominantly hydroelectric  utility  in  superb 
financial  shape.  Among  1985's  highlights: 
shareowners  approved  a  two-for-one  split 
of  the  Company's  common  stock,  com- 
mon dividends  were  raised,  construction 
budgets  were  down  (and  are  expected  to 
remain  so)  and  87  percent  of  our  capital 
requirements  were  generated  internally. 
All  this  and  no  nuclear. 
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Hasbro,  Inc. 

Hasbro,  Inc.,  the  world's  leading  toy  com- 
pany, ranks  #1  among  the  Fortune  500  in 
average  total  return  to  investors,  1975- 
1985.  Based  on  the  most  diversified  product 
portfolio  in  the  industry,  Hasbro  is  well 
positioned  to  record  consistent  domestic 
and  international  growth.  ASErHAS. 


les  (Mil.)  . . . 
rnings  (Mil.) 
;s  per  Share . 
on  Equity . . 


1985 

1984 

1983 

1982 

1981 

$1,233 

719 

224 

136 

106 

$  99 

52 

15 

7 

4 

$  3.55 

2.54 

.97 

.56 

.36 

30% 

31% 

28% 

23% 

17% 
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Imperial  Chemical 
Industries  PLC 

ICI  is  one  of  the  world's  largest  and 
broadest  chemical  groups,  with  products 
ranging  from  Pharmaceuticals  and  Agro- 
chemicals  to  Plastics,  Petrochemicals  and 
Oil.  Specialties  account  for  half  of  ICI's 
chemical  sales  and  two-thirds  of  trading 
profit.  Its  operations  are  truly  interna- 
tional, with  75%  of  sales  and  over  50% 
of  employees  outside  its  UK  base.  ICI 
ADR's  trade  on  the  NYSE  and  dividends 
have  been  paid  continuously  for  over  50 
years. 
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Hawley  Group  Ltd. 

Hawley  Group  is  a  leading  provider  of 
cleaning  and  maintenance,  security,  lawn- 
care,  home-improvement  and  travel  ser- 
vices in  the  U.S.  and  U.K.  Since  1981, 
earnings  per  share  have  compounded  at 
an  annual  rate  of  48%.  1985  sales  rose 
41% ;  net  earnings  per  share  increased  30% . 

Hawley's  shares  are  traded  on  the  Lon- 
don Stock  Exchange  and  as  American  De- 
positary Receipts  in  the  U.S.  over-the- 
counter  market  (10:1  share-to- ADR  ratio). 
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Imperial  Metals 
Corporation 

With  $24,000,000  cash  under  its  control, 
Imperial  Metals  (trading  Toronto,  Mon- 
treal and  Vancouver  Exchanges)  is  poised 
to  become  a  commanding  presence  in  the 
international  natural  resources  sector.  The 
company  now  holds  diversified  interests 
in  uranium,  coal,  oil  &.  gas  and  minerals 
properties  around  the  world;  plans  call 
for  a  major  precious  metals  acquisition 
in  the  coming  year. 
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HON  Industries 

1985  record  net  sales,  $473.3  million,  up 
19%,  put  HONI  in  Fortune's  500.  Net 
income  up  55%,  to  $26  million.  Per  share 
earnings:  $2.43,  up  59%  from  $1.53  in 
1984.  20  year  growth  rate:  21%  in  sales, 
19%  in  profits.  124  consecutive  quarterly 
dividends  paid.  Current  annual  rate:  $0.64. 
Office  furniture,  materials  handling 
equipment,  and  Heatilator  fireplaces. 
Member  NASDAQ. 
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Ivaco  Inc. 

Ivaco  is  North  America's  11th  largest  steel 
producer  with  annual  steelmaking  and 
rolling  capacity  of  2  million  tons.  Pro- 
duction is  in  both  Canada  and  the  U.S. 
Ivaco  is  believed  to  be  the  world's  largest 
producer  of  standard  fasteners  and  nails. 
It  is  also  the  largest  North  American  pro- 
ducer of  hot  rolled  wire  rods,  welded  wire 
fabric,  oil  tempered  spring  wire  and  pres- 
tressed  high  carbon  steel  strand.  Other 
products  include  wire,  fencing,  wire  ropes, 
forgings,  precision  machined  components, 
copper  and  copper  alloy  materials,  steel  fabrication,  plastic  pipe, 
railway  track  maintenance  equipment,  and  heavy  machinery.  Ivaco 
has  65  plants  and  employs  12,000.  It  earned  Cdn.  $35.1  million 
on  sales  of  $1.3  billion  in  1985.  Listed:  TSE,  MSE.  60 
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|  Karnan  Corporation 

!    40th  Anniversary  Report 

"Sustaining  the  Momentum  through 
People  and  Technology." 

Kaman  is  a  leader  in  defense  technology 
and  industrial  distribution. 

Strong  Performance 

17  consecutive  years  of  increased  earn- 
ings per  share:  18%  compounded  rate 
14  consecutive  years  of  increased  dividends:  29%  compounded  rate 
Return  of  shareholders  equity:  17% 
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Lilly  Industrial 
Coatings,  Inc. 

The  company  manufactures  indu 
product  finishes  used  by  manufact 
to  coat  a  wide  variety  of  products, 
ranks  among  the  nation's  ten  larges 
ducers  of  industrial  coatings.  For 
sales  of  $145  million  and  earnings  o 
million  ($1.08  a  share)  were  again  at  r 
levels.  Market  share  has  increased 
cent  years  as  a  result  of  acquisition 
innovative  research. 


Kelly  Services,  Inc. 

Kelly  Services,  Inc.,  the  nation's  largest 
supplier  of  temporary  help,  provides  ser- 
vices in  office  clerical,  light  industrial, 
marketing,  technical,  and  home  health 
care.  Sales  for  1985  increased  18  percent 
over  the  previous  record  set  in  1984.  Record 
net  earnings  increased  22  percent.  The 
company  announced  its  14th  consecutive 
annual  dividend  increase.  The  report 
highlights  factors  that  propel  Kelly  Ser- 
vices' growth. 

Contact:  Jean  Dichting,  Kelly  Services, 


999  West  Big  Beaver  Road,  Troy,  Michigan  48084. 
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The  Limited,  Inc. 

The  Limited,  Inc.  (NYSE:LTD),  th 
tion's  largest  women's  specialty  re 
reported  record  net  income  of  $145.i 
lion,  or  $1.20  per  share,  an  increase  i 
income  of  57%,  on  sales  of  $2.4  b 
for  the  year  ended  February  1, 1986.  D 
1985  the  Company  opened  267  store 
acquired  Lerner,  the  largest  women' 
cialty  apparel  chain  operating  unde 
name  in  the  United  States,  and  ] 
Bendel,  a  long-time  New  York  City 
maik.  The  Limited,  Inc.  now  op( 
2,353  stores  nationwide. 


Knight-Ridder 


—  — 


Knight-Ridder  is  a  $1.7  billion  nationwide 
communications  company  engaged  in 
newspaper  publishing  (28  daily  papers), 
television  broadcasting  (eight  TV  stations), 
cable  television  operations,  business  in- 
formation services,  newsprint  production, 
specialized  mobile  radio  services  and  book 
publishing. 
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Liquid  Air  Corporatioi 

Liquid  Air  Corporation  (part  of  the  w 
largest  industrial  gas  company — 
Liquide  of  France),  operates  throuj 
North  America  and  Brazil.  Its  pri 
products  and  services  are  industrial  j 
welding  equipment  and  supplies,  an 
derwater  diving  and  life-sui 
equipment. 


[OPPERS"  Koppers  Company,  Inc. 


Koppers  (NYSE:  KOP)— By  selling  oft  ten 
businesses  totaling  one-third  of  its  in- 
vestment, Koppers  is  repositioning  in 
higher  growth  areas  with  consistently 
better  returns:  Construction  Materials  and 
Services;  Chemical  and  Allied  Products. 

Koppers  is  strongly  positioned  for 
proven  growth  in  such  markets  as  high- 
ways and  other  infrastructure,  construc- 
tion, transportation  and  industrial 
production. 
Koppers  priorities  are: 

•  To  reach  an  18%  return  on  shareholders'  equity. 

•  To  improve  its  already  strong  financial  condition. 

•  To  ensure  greater  consistency  in  earnings. 

Annual  report  i      lights  will  be  mailed.  £4 


Lotus  Development 
Corporation 

Lotus  Development  Corporation,  foi 
in  1982  and  headquartered  in  Cambi 
Massachusetts,  is  the  leading  deve 
and  marketer  of  personal  computer 
ware  and  services  for  business  and  pj 
sional  applications.  The  company's  f; 
of  products  includes  1-2-3,  Symphony 
and  Signal. 
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Madison  Gas  and 
Electric  Company 

Madison  Gas  and  Electric  provides  energy 
service  to  over  104,000  customers  in  Wis- 
consin's capital  and  the  surrounding  areas. 
Government,  education  (University  of 
Wisconsin),  and  regional  medical  facilities 
provide  an  economically  stable  base.  The 
Company's  financial  strength  is  demon- 
strated by  a  record  of  continual  dividend 
growth. 
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Media  General,  Inc. 


Media  General  is  a  diversified  commu- 
nications company  with  major  interests 
in  newspapers,  broadcasting,  cable,  mag- 
azines, commercial  printing  and  news- 
print production. 

Throughout  our  20-year  public  history, 
our  corporate  philosophy  of  investing  in 
long-term  values  has  generated  a  13.9  per- 
cent annual  compound  EPS  growth  rate. 
This  is  nearly  twice  the  inflation  rate  as 
well  as  the  rate  of  growth  in  total  U.S. 
corporate  profits  over  this  same  period. 
The  shareholders  of  Media  General  have  benefited  from  this  in- 
vestment strategy  as  well.  The  21.6  percent  annual  return  on  our 
stocks  over  the  past  decade  is  55  percent  greater  than  that 
for  the  S&P  500. 
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Maryland  National 
Corporation 

Record  1985  performance  placed  MNC  in 
the  top  tier  of  major  regional  bank  holding 
companies— earnings  up37%,  ROE  17.4%, 
ROA  1.03%  and  primary  capital  8.0%. 
With  $8  billion  in  assets,  MNC  serves 
the  nation's  5th  largest  market  in  popu- 
lation and  retail  sales  and  is  prepared  for 
further  expansion  in  the  mid-Atlantic 
region. 
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Morrison-Knudsen 
Corporation 

Earnings  of  $41.5-million  on  revenue  of 
$2.12-billion  were  posted  in  1985  by 
Morrison-Knudsen  Corporation.  Operat- 
ing units  of  this  holding  company  provide 
worldwide  engineering,  construction  and 
project  management  services,  develop 
commercial  real  estate,  operate  coal,  lig- 
nite and  limestone  mines  under  long-term 
contracts  and  operate  the  largest  ship- 
building firm  on  the  West  Coast. 
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Masco  Corporation 


"Great  Products  For  America's  Great 
Homes" 

MASCO  CORPORATION,  a  UNIQUE 
GROWTH  COMPANY  with  leadership 
market  positions,  has  reported  29  CON- 
SECUTIVE YEARS  OF  EARNINGS 
INCREASES. 

Masco  manufactures  faucets  and  other 
building-related  products  and  other  spe- 
cialty products  for  the  home  and  family. 

Send  for  our  1985  Annual  Report  to 
learn  why,  we  believe,  Masco's  earnings 
will  continue  to  grow  at  an  average  annual 
15  to  20  percent  annually  over  the  next  five  years, 
ir  sales  in  1990  approaching  or  exceeding  $3  billion. 
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Newfields  Minerals  Inc. 

Canadian  Exploration  Co.  with  the  fol- 
lowing properties  in  the  province  of 
Ontario: 

•  KIRKLAND  LAKE— High  grade  gold 
discovery  (5'  .44  ounce  per  ton)  on  property 
surrounded  by  five  current  and  past 
producers. 

•  PICKLE  LAKE— 25%  interest  in 
property  in  close  proximity  to,  and  on 
some  geological  structures  as,  St.  Joe 
Minerals'  major  new  discovery. 

•  BEDIVERE  LAKE— 30%  interest  in 
platinum/paladium  property  with  surface  samples  as  high  as  .3  ounces/ 
ton  platinum. 
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REPORT 


NEWFIELDS  MINERALS  INC. 


Masco  Industries 

"A  Competitive  Edge" 
Our  proven  strategies  for  growth,  un- 
k     /9I^Kbb^    matched  advanced  metalworking  tech- 
^  ^BSKSL    nologies  and  products  of  value  provide 

k.  IMaM    Masco  Industries  with  ...  A  Competitive 

Edge. 

Masco  Industries  manufactures  custom- 
engineered  components  and  other  spe- 
cialty products  for  Industry. 

Send  for  our  1985  Annual  Report  to 
learn  why  we  believe  Masco  Industries  is 
positioned  to  achieve  its  objective  of  in- 
g  earnings  per  share,  on  average,  of  at  least  20  to  25  percent 
ly  over  the  next  five  years. 

72 


NICOR,  Inc. 


Continuing  operations  of  this  $2.0  billion 
company  include  gas  distribution;  oil/gas 
exploration  and  development;  gas  gath- 
ering and  brokering;  offshore  marine  sup- 
port to  the  oil/gas  industry;  and 
containerized  liner  shipping.  Following 
two  years  of  asset  write-downs,  Nicor  is 
divesting  its  unprofitable  contract  drilling, 
barging  and  extractive  businesses.  The 
annual  common  stock  dividend  is  $1.80 
per  share.  NYSE:GAS. 
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NORD  Resources 
Corporation 


Record  earnings  ($1.73  per  share)  for  the 
fourth  consecutive  year  highlighted 
Nord's  industrial  mineral  operations  in 

1985. 

Nord's  dynamic  growth  in  its  premium 
titanium  dioxide  (a  constituent  in  paint 
pigment)  and  paper  coating  clay  operations 
is  enhanced  by  pigment  shortages,  in- 
creased demand  for  domestic  papers  and 
positive  trends  within  end  user  industries 
including  the  housing,  building  and  paper 
sectors. 

Nord's  assets  are  also  complemented  by  gold  and  strategic  mineral 

properties. 

77 


The  Ohio  Mattress 
Company 

We  are  one  of  the  largest  bedding  r 
facturers  in  the  United  States. 
We  make  and  sell: 

•  Sealy  bedding. 

•  Steams  &  Foster  bedding. 

•  Stearns  &  Foster  convertible 
sofas. 

•  Private  label  bedding. 

•  Waterbed  components  and  furri 
Our  Annual  Report  tells  the  ^ 

story. 


Nova  Pharmaceutical 
Corporation 


(NASDAQ:  NOVX) 

Nova  Pharmaceutical  Corporation  is  a 
worldwide  leader  in  receptor  technology 
for  the  discovery  of  a  new  generation  of 
pharmaceutical  products.  Major  business 
agreements  have  been  reached  with  Cel- 
fc^ISifc^-aStBSP;-  f:      anese,  Marion  Laboratories  and  Kodak. 

vMSc  «•  '         Nova  is  developing  powerful  painkillers, 
'M^^^'SM^^^     appetite  suppressants,  new  drugs  for  heart 
disease,  asthma,  epilepsy,  depression, 
mental  illness  and  Alzheimer's  Disease, 
and  is  collaborating  with  M.I.T.  scientists  on  a  delivery  system  for 
the  treatment  of  brain  cancer. 
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Overseas  Shipholdin§ 
Group,  Inc. 


OSG  is  engaged  exclusively  in  the 
transportation  of  bulk  commoditie: 
as  oil,  coal,  iron  ore  and  grain  in  bo 
U.S.  and  worldwide  markets.  Amoi 
largest  bulk  shipping  companies  i 
world,  OSG  owns  and  operates  a  fl 
66  vessels,  aggregating  in  excess 
million  deadweight  tons.  The  Com] 
strong  financial  condition,  reflecti 
growth  record,  and  prospects  for  th 
ious  bulk  shipping  markets  are  de 
in  its  1985  Annual  Report  (NYSE,  PSE:  OSG) 


Numac  Oil  &  Gas  Ltd. 

Numac  Oil  &  Gas  Ltd.  is  a  diversified 
Canadian  natural  resource  company 
whose  principal  business  is  oil  and  gas 
exploration,  development  and  production 
in  western  Canada.  During  the  last  five 
years  Numac  discovered  13.4  million  bar- 
rels of  crude  oil  and  natural  gas  liquids, 
or,  263%  more  than  the  Company  pro- 
duced. During  this  period  production  has 
grown  at  an  average  annual  compound 
rate  of  30% .  Production  capacity  at  year 
end  approximated  5,200  brjd.  The  Com- 
pany is  headquartered  in  Edmonton,  Alberta  and  is  listed  on  the 
Toronto  and  American  stock  exchanges. 
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PacifiCorp 


A  diversified  electric  utility,  Pacii 
(NYSE:  PPW)  derives  44  percent 
$2  billion  in  annual  revenues  frorr 
electric  sources.  Operations  in 
Pacific  Power,  the  largest  investor-c 
electric  utility  in  the  Pacific  North 
NERCO,  a  coal,  silver  and  gold  n 
subsidiary;  Pacific  Telecom,  a  tel< 
munications  subsidiary,  and  Pacif 
Credit,  a  commercial  financial  se 
firm.  1985  EPS:  $3.44.  Annual  divi 
$2.40. 


NYNEX 

NYNEX  Informs. 

Our  20  billion  dollar  company  is  a  leader 
in  the  information  industry:  providing 
information  superhighways  through  New 
York  Telephone  and  New  England  Tele- 
phone. Other  NYNEX  companies  offer 
business  systems,  cellular  mobile-phone 
services,  telephone  and  specialized  direc- 
tories, software,  and  international  projects. 
A  hundred  years  of  technology  at  work 
for  our  customers. 
Call  (800)  535-1535. 


Pacific  Gas  & 
Electric  Company 

Pacific  Gas  &  Electric  Company  : 
nation's  largest  investor-owned  el 
and  gas  utility.  The  company's  hi 
finances,  a  diversified  electric  gene: 
system,  ample  supplies  of  low-cost  n 
gas  and  the  start-up  of  the  Diablo  Q 
Nuclear  Power  Plant  put  PG&E  in 
position  to  meet  increased  competi 
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Pegasus  Gold  Inc. 

Pegasus  Gold  Inc.  operates  one  of  the 
largest  heap  leach  gold/silver  mines  in 
the  world.  As  a  result  of  a  very  aggressive 
and  successful  acquisition  program  Peg- 
asus is  poised  for  tremendous  growth  over 
the  next  two  years.  Gold  production  is 
expected  to  increase  more  than  400%, 
from  60,000  ounces  of  gold  in  1985  to 
over  240,000  ounces  in  1988.  This  will 
make  Pegasus  one  of  the  largest  gold  min- 
ing companies  in  North  America. 
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Powertec,  Inc. 


Powertec,  Inc.  designs,  manufactures  and 
markets  standard  AC/DC  switching 
power  supplies  for  original  equipment 
manufacturers  of  electronic  systems,  pri- 
marily for  use  in  computers  and  telecom- 
munications equipment. 

Despite  the  overall  slowdown  in  the 
computer  and  electronics  industries, 
Powertec  experienced  only  a  3%  decline 
in  sales  in  fiscal  1985  over  the  previous 
year's  record  high,  and  its  gross  profit 
margin  rose  to  an  all-time  high  of  44.5% . 
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Pennsylvania  Power  & 
Light  Company 

Pennsylvania  Power  &.  Light  Co.  serves 
more  than  a  million  customers  in  Central 
Eastern  Pennsylvania.  Our  competitively 
priced  electric  power  and  relatively  small 
future  construction  program  provide  a 
long-term  advantage  for  attracting  busi- 
nesses to  our  area.  Recognizing  that  our 
financial  health  is  linked  to  the  prosperity 
of  our  service  area,  we  are  aggressively 
promoting  economic  development  here. 
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1985 

Annual 

Report 


Premier  Industrial 
Corporation 


PREMIER 
INDUSTRIAL 
CORPORATION 

ONew  records  set  in  1985: 
•  Revenues  $432,256,000 
•  Earnings  per  share  $1.31 
•  Net  earnings  $38,505,000 
Financial  strength  continues: 

•  Return  on  equity  18.8% 

•  Current  ratio  8  to  1 
1986  Highlights  to  date: 

•  Revenues  and  earnings  gains  continue 

•  Dividends  increased 

Premier  (NYSE:  PRE)  distributes  elec- 
tronic components,  supplies  maintenance  products  for  industry,  and 
manufactures  fire-fighting  accessories. 
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Perry  Drug  Stores,  Inc. 


The  Perry  Drug  Stores  1985  record  pro- 
duced by  its  drugstores,  auto  parts  and 
health  care  divisions: 

— Record  sales  of  $522  million,  up  40 
percent. 

— Record  net  earnings  of  $9.6  million, 
up  26  percent. 

— Earnings  per  share  97  cents,  compared 
with  84  cents  m  1984. 

— Units  at  fiscal  year-end  Oct.  31  totaled 
367,  compared  with  256  the  previous  year. 
— Plans  to  open  50  new  units — 15  drug- 
md  35  auto  parts  stores — in  fiscal  1986. 
pects  continued  record  performances  in  fiscal  1986  in  sales 
■nings. 
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Public  Service  Electric 
and  Gas  Company 

The  nation's  third  largest  combination 
electric  and  gas  utility  serving  nearly 
three-quarters  of  New  Jersey's  population. 
Assets  approximate  $10.5  billion. 

Over  232,000  common  stockholders  are 
currently  receiving  dividends  at  the  rate 
of  $2.84  per  share  annually.  PSE&G  has 
paid  dividends  continuously  since  1907, 
with  consecutive  dividend  increases  over 
the  past  10  years.  PSE&G  has  formed  a 
holding  company,  effective  May  1,  1986, 
to  provide  a  more  approximate  structure  for  diversification. 
Newark,  New  Jersey 
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Portland  General 
Corporation 

The  formation  of  Portland  General  Cor- 
poration, a  new  holding  company,  went 
into  effect  March  28,  1986.  This  change 
will  provide  financial  and  organizational 
flexibility  necessary  to  meet  the  changing 
economic  environment  by  separating 
regulated  operations  from  other  business 
entities.  The  market  value  of  PGE  (now 
PGC)  common  stock  achieved  a  20-year 
high  during  1985.  NYSE:  PGN. 
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QMS,  Inc. 


QMS,  Inc.  (NASDAQ— QMSI)  is  a  leading 
producer  of  intelligent  print  systems  for 
the  worldwide  computer  market.  Using 
its  proprietary  technology,  the  Company 
offers  the  broadest  line  of  enhanced  laser 
printers  and  has  set  the  industry  standard 
with  its  intelligent  non-impact  printer 
products.  Since  1980;  annual  sales  have 
grown  from  about  $2  million  to  nearly 
$48  million,  while  profits  have  risen  from 
$941,000  to  $5,731,000.  New  product  de- 
velopment and  rapid  market  growth  po- 
sitions QMS  for  continued  success. 
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Questar  Corporation 

Questar  Corporation's  1985  Annual  Report 
demonstrates  how  the  Company's  unique 
organization  enables  it  to  better  meet  the 
challenges  of  today's  energy  environment. 
Questar  is  an  investor-owned,  diversified 
energy  company  headquartered  in  Salt 
Lake  City,  Utah.  Questar  has  three  prin- 
cipal business  activities:  1)  Oil  and  gas 
exploration  and  production;  2)  Interstate 
natural  gas  transmission;  and  3)  Natural 
gas  distribution. 
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Safety-Kleen  Corp. 

In  1985,  Safety-Kleen's  net  earnings 
21%,  marking  the  fifteenth  consec 
year  of  earnings  increases  in  exc< 
20%.  Safety-Kleen  is  the  world's  1, 
provider  of  parts  cleaner  services  a 
lated  solvent  recycling.  The  Comp, 
also  developing  other  related  resoui 
covery  services  in  the  restaurant, 
motive  repair,  industrial  and  dry  cl 
markets.  1985  Sales  $221,080,000;  Ea: 
$23,479,000;  EPS  $1.09.  (NYSE:  SK 


RPM,  Inc. 

RPM,  Inc.  is  a  widely  diversified  manu- 
facturer of  high-performance  protective 
coatings  providing  structural  waterproof- 
ing and  corrosion  control,  and  products 
for  the  do-it-yourself/homeowner  market. 

In  1983,  Dun's  Business  Review  named 
RPM  as  the  leading  dividend  achiever  of 
all  publicly  owned  companies  over  the 
past  10  years.  RPM  ranked  fourth  in  1984, 
and  third  in  1985.  RPM  SHAKEHOLDERS 
HAVE  EARNED  IN  EXCESS  OF  A  25% 
COMPOUNDED  ANNUAL  RATE  OF 
RETURN  ON  THEIR  INVESTMENT  SINCE  1974.  RPM  has  achieved 
38  consecutive  record  years  of  sales,  earnings,  and  E.P.S.,  and  ranks 
6th  of  all  publicly  held  companies  in  terms  of  stock  owned 
by  members  of  the  National  Association  of  Investment  Clubs.  04 


Second  National 

Second  National  Building  &  Loan, 
the  only  publicly  traded  thrift  in  Mar 
operating  18  branches  throughout 
land  and  Delaware,  with  assets  exc( 
half  a  billion  dollars.  Second  Na 
specializes  in  resort  lending  o 
DelMarVa  Peninsula.  1985  net  in 
margin  was  2.50%,  with  a  return  < 
erage  assets  of  1.18%  and  return  on 
holders'  equity  of  35.8% 


RTE  Corporation 


($2.01  per  share) 
RTE. 


RTE  is  a  leader  in  the  manufacture  of 
distribution  transformers  and  related 
electric  utility  equipment  for  residential 
and  commercial  power  users.  Through 
acquisitions  RTE  has  also  become  a  major 
electronics  firm,  providing  capacitors  for 
appliances  and  lighting  and  power  supplies 
to  manufacturers  in  high-tech  industries, 
as  well  as  power  conditioning  equipment 
for  business  computer  uses.  RTE's  1985 
results  set  company  earnings  records! 
Earnings  were  up  17%,  to  $15.2  million 
on  combined  sales  of  $333  million.  NYSE  symbol: 
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A.  Schulman,  Inc. 


In  fiscal  1985,  revenues  and  net  ir 
were  the  highest  in  the  Company 
tory,  with  net  income  reaching  i 
j^HL    levels  for  the  third  consecutive  ye 
Bj    Schulman,  Inc.  is  one  of  the  world'; 
HHE    ing  suppliers  of  plastic  compound 
^"SE    resins.  It  manufactures  proprietarj 
-  performance  engineered  plastic 

|flBH    pounds  developed  for  specific  cus 
Hfl|    requirements.  It  has  seven  manufac 
HEH    facilities  in  North  America  and  Ei 
The  Company  also  serves  as  a  mei 
and  distributor  for  various  plastic  resins  manufactured  by 
producers. 


R.J.  Reynolds 
industries,  Inc. 


R.J.  Reynolds  Industries,  Inc.  is  an  inter- 
national consumer  goods  corporation  with 
major  interests  in  foods  and  beverages, 
tobacco  products,  spirits,  wmes,  imported 
beers  and  quick-service  restaurants. 

In  1985,  RJR  achieved  record  sales  and 
earnings  and  increased  the  cash  dividend 
for  the  32nd  consecutive  year.  Sales  $16.6 
billion^  net  earnings  from  continuing  op- 
erations $1  billion;  earnings  per  share 
$3.60;  dividends  per  share  $1.41. 


Shelby  Williams 
Industries,  Inc. 

Shelby  Williams  Industries  is  a 
manufacturer  of  seating  products  f 
hotel  and  food  service  markets,  an 
produces  upholstered  and  wood 
furniture,  including  desks,  workst 
and  acoustical  partitions. 

Sales  and  earnings  growth  for  tt 
five  years  have  been  at  the  rates  of 
and  26.4%  respectively.  Sales  for 
totaled  $118,033,000.00  and  net  ir 
reached  $8,421,000.00. 
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Silver  State 
Mining  Corporation 

Silver  State  Mining  Corporation  (NAS- 
DAQ: SSMC)  operates  the  lowest  cost 
gold  mine  in  the  United  States.  The  Ton- 
kin Springs  Gold  Project  in  central  Nevada 
is  presently  producing  gold  for  a  cash  cost 
of  $85  per  ounce  and  is  projected  to  yield 
30,000  ounces  of  gold  in  1986. 


101 


Telecom  Plus 
International,  Inc. 

Telecom  Plus  International,  Inc.  (TELE| 
is  the  nation's  largest  independent  supplier 
of  communications  systems,  with  offices 
in  26  states  servicing  over  45,000  cus- 
tomers. Telecom  Plus  is  also  actively  de- 
veloping cellular  mobile-telephone 
systems  in  Sunbelt  markets  and,  through 
its  Shared  Tenant  Services  program,  cen- 
tralized office  communications. 
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Software  AG  of 
North  America,  Inc. 

Software  AG  of  North  America,  Inc.  de- 
velops, markets  and  supports  an  integrated 
line  of  computer  systems  software  for 
mainframe  computers  and  computer  net- 
works. We  are  part  of  a  worldwide  asso- 
ciation of  companies  serving  a  worldwide 
community  of  users  with  a  common  set 
of  Software  Products.  Headquartered  in 
Reston,  VA,  stocks  are  publicly  traded 
over  the  counter  under  NASDAQ  symbol 
"SAGA." 


102 


Teleflex  Incorporated 

Teleflex  revenues  increased  for  the  elev- 
enth consecutive  year,  to  $175.0  million. 
Net  income  increased  18  percent,  from 
$11.3  million  in  1984  to  $13.3  million  in 
1985.  Earnings  per  share  from  operations 
were  $2.15  in  1984,  compared  with  $2.51 
in  1985. 

Teleflex  Incorporated  is  an  applications 
engineering  company  which  is  dedicated 
to  solving  problems  through  the  design, 
development  and  marketing  of  specialized 
technologies. 
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Southern  New  England 
Telephone 

SNET  is  an  independent  telecommuni- 
cations company  supplying  advanced 
network  services,  information  manage- 
ment systems  and  communications 
equipment  to  markets  within  and  beyond 
Connecticut.  We  serve  1.3  million  cus- 
tomers and  our  annual  revenues  exceed 
$1  billion.  Return  to  shareholders,  meas- 
ured by  dividends  plus  market  price 
growth,  has  averaged  27%  annually  since 
1981. 
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THE  HOME  GROUP,  INC. 


The  Home  Group,  Inc. 

The  Home  Group  is  a  diversified  financial 
services  company  primarily  engaged  in 
property  and  casualty  insurance  and  re- 
lated specialized  services  including  risk 
management  and  premium  finance. 

In  1985,  new  management  reduced 
overhead,  substantially  strengthened 
surplus  and  reserves  while  redirecting  and 
restructuring  insurance  operations  to  en- 
hance The  Home's  profit  opportunities. 

1985  revenues:  $2  billion;  assets:  $5 
billion.  HME:  (AMEX) 
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Sunshine-Jr.  Stores,  Inc. 

Sunshine-Jr.  Stores,  Inc.  owns  and  operates 
340  convenience  stores  in  Florida,  Ala- 
bama, Mississippi,  Georgia  and  Louisiana, 
and  four  supermarkets  in  Bay  County, 
Florida.  Ninety-five  percent  of  the  con- 
venience stores  offer  self-service  gasoline. 
Sales  were  $183.1  million,  up  .7%.  Net 
income  was  $2.5  million,  or  a  record  $1.47 
per  share,  up  12.6% .  Sunshine-Jr.  has  paid 
dividends  every  quarter  since  1974. 
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Telephone  and  Data 
Systems,  Inc. 

Telephone  and  Data  Systems,  Inc.  (TDS) 
is  a  diversified  communications  company 
with  substantial  interests  in  local  tele- 
phone, radio  paging  and  cellular  mobile 
telephone  operations.  TDS  provides  high 
quality  service  to  approximately  190,000 
rural  and  suburban  telephone  customers 
in  22  states,  and  to  more  than  60,000 
radio  paging  customers  in  28  major  urban 
markets.  In  addition,  TDS  is  the  control- 
ling partner  in  two  cellular  markets,  and 
has  a  minority  interest  in  7  markets  in  the  country.  The  Company 
believes  there  is  potential  for  superior  growth  and  profitability  through 
expansion  of  its  current  businesses  as  well  as  expansion  into 
other  communications  businesses.  lUo 
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The  Times 
Mirror  Company 

The  Times  Mirror  Company,  publisher 
of  the  Los  Angeles  Times,  is  a  diversified 
media  communications  company  engaged 
in  newspaper  publishing,  broadcast  and 
cable  television,  book  and  magazine  pub- 
lishing, information  services,  and  news- 
print and  forest  products.  Revenues  in 
1985  were  $2.96  billion.  Net  income 
reached  $237.13  million,  or  $3.49  per  share. 
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United  Telecom 

United  Telecom  is  a  diversified  teh 
munications  company  with  annua 
enues  of  $3.2  billion  and  a  strong  pot 
in  several  attractive  markets.  U 
Telephone  System  companies  serve 
3,000  communities  in  19  states 
Telecom  provides  long  distance  void 
data  services  over  the  nation's  largesi 
optic  network.  Investor  appeal  cent 
United  Telecom's  growth  potentia 
solid  dividend  record. 


Transamerica 
Corporation 

Transamerica  Corporation  is  a  unique  and 
leading  provider  of  insurance,  financial 
and  related  services.  The  company's  fi- 
nancial objectives  are  to  achieve  long- 
term  growth  m  earnings  of  10  to  15  percent 
per  year  or  better;  increase  dividends  at 
a  rate  that  outpaces  inflation;  and  achieve 
a  return  on  equity  that  ranks  Transamerica 
among  the  top  25  percent  of  major  U.S. 
corporations. 
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USLICO  Corporation 

Uslico  Corporation,  which  owns  U 
Services  Life  Insurance  Company,  re 
excellent  results  for  1985.  Total  net 
ings  were  $20.2  million;  assets  wen 
billion.  In  the  life  insurance  divisio 
surance  in  force  reached  $18.1  billion 
life  premiums  totaled  $122.5  millior 
new  sales  volume  was  $5.7  billion.  < 
December  1985,  the  Corporation  acq 
International  Bank,  a  diversified  ho 
company. 


United  Industrial 
Corporation 

An  investor  who  bought  $35,000  worth 
of  United  Industrial  Corporation  stock  in 
1974  today  has  shares  worth  over  $1  mil- 
lion. The  company's  primary  business  is 
advanced  defense  technology:  electronic 
warfare  simulators,  pilotless  aircraft,  and 
"smart  bullets."  Forbes  recently  rated 
United  Industrial  one  of  the  200  best  small 
companies  in  America  and  has  called  the 
company  "gold." 
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USLIFE  Corporation 

Formed  in  1966,  USLIFE  Corporatio 
life  insurance  holding  company 
twelve  wholly  owned  subsidiarie 
eluding  four  life  insurance  comp; 
three  credit  life  insurance  companie 
other  subsidiaries  that  provide  th 
insurance  companies  with  invest 
advisory,  broker-dealer,  real  estate, 
processing  and  other  services.  1 
USLIFE  Companies  today  have  more 
$70  billion  of  life  insurance  in  fore 
over  $3  billion  in  assets. 


United  Jersey  Banks 

United  Jersey  Banks  is  a  $5.2  billion  re- 
gional bank  holding  company  providing 
a  wide  range  of  financial  services  to  con- 
sumers, businesses,  government  and  fi- 
nancial institutions.  With  a  five-year 
compound  growth  rate  of  13.6  percent, 
United  Jersey's  trends  provide  its  "essen- 
tial difference" — a  reputation  as  one  of 
the  outstanding  performers  among  the 
nation's  regional  banks. 


Utah  Power  &  Light 
Company 

Coal-fired  power  plants  provide  about 
of  the  electricity  we  generate.  We 
moderately  large  utility  with  assets 
billion  and  1985  revenues  of  $1.04  bi 
We  serve  some  507,000  custome 
Utah,  southeastern  Idaho,  southwe 
Wyoming.  Our  current  annual  indi 
dividend  rate  is  $2.32  per  share.  We 
in  an  economically  diversified  area 
favorable  business  climate,  unique 
bination  of  urban  and  rural  life,  ei 
and  natural  resources  and  agnculu 
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VF  Corporation 

Founded  in  1899,  VF  is  the  world's  largest 
publicly  held  manufacturer  of  quality  ap- 
parel, marketed  through  its  major  subsid- 
iaries: Lee,  Bassett- Walker  and  Vanity  Fair. 
In  1985: 

— Earnings  on  average  equity  of  28.0% 
—  Sales     increased     26.9%,  to 
$1,481,182,000 
— Earnings  increased  11.8% 
1986  Dividend  Rate:  $1.28  per  share 
Five  year  financial  highlights  include: 
1985     1984     1983     1982  1981 
1,481     1,167     1,101      880  746 
4.50      3.92      3.64     2.82  1.62 
1.16      1.03        .85       .65  .53 
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Washington  National 
Corporation 

Washington  National  Corporation  is  a  fi- 
nancial services  holding  company  oper- 
ating in  the  life,  annuity  and  health 
insurance  business.  Assets  at  year-end 
1985  were  $3.5  billion.  Annual  revenue 
is  more  than  $900  million.  In  recent 
months,  several  important  changes  were 
announced,  including  restructuring  of 
Washington  National  insurance  Company 
and  an  agreement  to  sell  two  other  sub- 
sidiaries. "WNT"  is  traded  on  the  NYSE. 
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Valley  National  Bancorp 

Valley  National  Bancorp  is  a  $1.4  billion 
Holding  Company  with  26  offices  and  a 
strong,  well  diversified  customer  base  in 
Northeastern  New  Jersey. 

During  each  of  the  past  4  years  our 
Average  Return  on  Assets  was  in  excess 
of  1.66%  and  our  Return  on  Equity  in 
excess  of  24% .  These  results  make  Valley 
one  of  the  best  performing  Bank  Holding 
Companies  in  the  U.S. 
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VM  Software,  Inc. 

VM  Software,  Inc.  is  a  leader  in  the  ex- 
panding system  software  market.  The 
company  has  grown  steadily,  with  1985 
net  revenues  of  $18,032,548  representing 
an  increase  of  62%  over  1984,  and  earnings 
per  share  increasing  54%.  Address  your 
request  to  Investor  Relations,  VM  Soft- 
ware, Inc.,  2070  Chain  Bridge  Road,  Ste. 
355,  Vienna,  VA  22180. 
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Van  Dorn  Company 

•  1985  sales  established  new  record  while 
earnings  second  highest  in  114-year 
history. 

•  116  consecutive  quarterly  dividends. 

•  Dividend  increased  22  consecutive 
years. 

•  Major  manufacturer  and  marketer  of 
containers  and  plastic  injection  molding 
machinery. 

•  19  manufacturing  facilities  in  seven 
states,  Canada,  and  Puerto  Rico. 

•  NYSE:  VDC. 
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WICOR,  Inc. 


Record  results  for  its  chief  subsidiaries 
advanced  Wicor's  earnings  to  $24.2  mil- 
lion. Wicor's  common  stock  market  price 
grew  by  15%  in  1985  and  the  common 
stock  dividend  increased  to  $2.42  per 
share.  Wicor  pays  service  and  broker  fees 
for  participants  in  the  Company's  Divi- 
dend Reinvestment  Plan. 

Chief  subsidiaries  are  Wisconsin  Gas 
Company,  the  state's  largest  natural  gas 
distributor,  and  Sta-Rite  Industries,  a 
world-leading  manufacturer  of  water- 
products  and  fluids-power  equipment. 
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Forbes'  readers 
can  afford  to  look  at  a 
variety  of  invest- 
ment opportunities, 
and  they  do.  The 
average  net  worth  of 
Forbes'  720,000 
subscribers  is 
$1,146,000.  And 
one  out  of  even  3-5 
is  a  millionaire. 

Forbes 

Capitalist  Tool 


Zero 
Corporation 


1986 
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Report 
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Zero  Corporation 

Zero  Corporation  reported  its  fourteenth 
consecutive  year  cf  record  earnings,  in- 
creased its  cash  dividends  each  year  since 
1974,  and  declared  nine  stock  splits  since 
1976. 

Zero  is  a  leading  manufacturer  of  cab- 
inets, cases,  cooling  equipment,  packaging 
hardware  and  acoustical  cabinets  primar- 
ily for  the  electronic  and  computer  in- 
dustries. It  also  produces  the  Zero 
Halliburton®  line  of  quality  aluminum 
luggage  and  camera  cases. 
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These  Advertisers  Are  Offering  You 
Their  Annual  Reports  Without  Cost 


Please  circle  on  one  of  the  insert  cards  on  the  adjoining  page  the  number  of 
each  company  listed  below  whose  annual  report  you  would  like  to  receive. 


1.  AMCA  International  Ltd. 

2.  AMP  Incorporated 

3.  AZP  Group  Inc. 

4.  Affiliated  Publications,  Inc. 

5.  American  Brands,  Inc. 

6.  American  Express  Company 

7.  American  General  Corporation 

8.  Ameritech 

9.  ARGOSystems  Inc. 

10.  Avnet,  Inc. 

11.  BDM  International,  Inc. 

12.  Baldor  Electric  Co. 

13.  Bank  of  Montreal 

14.  The  British  Petroleum  Company  p.l.c. 

15.  Brush  Wellman  Inc. 

16.  CP  National  Corporation 

17.  CSX  Corporation 

18.  CAM-NET  Communications  Network  Inc. 

19.  Centel  Corporation 

20.  Central  Reserve  Life 

21.  Central  and  South  West  Corporation 

22.  CertainTeed  Corporation 

23.  Chesebrough-Pond's  Inc. 

24.  Chieftain  Development  Co.  Ltd. 

25.  Church's  Fried  Chicken,  Inc. 

26.  CILCORP  Inc. 

27.  Coachmen  Industries,  Inc. 

28.  Colt  Industries  Inc. 

29.  Comerica  Incorporated 

30.  Comdisco,  Inc. 

31.  Computer  Task  Group  Inc. 

32.  Conolog  Corporation 

33.  Deb  Shops,  Inc. 

34.  Denning  Mobile  Robotics,  Inc. 

35.  Eaton  Corporation 

36.  Eaton  Financial  Corporation 

37.  Echo  Bay  Mines  Ltd. 

38.  Electromagnetic  Sciences,  Inc. 

39.  Engelhard  Corporation 

40.  Family  Dollar  Stores,  Inc. 

41.  Fansteel  Inc. 


42.  Ferro  Corporation 

43.  First  of  America  Bank  Corporation 

44.  First  NH  Banks,  Inc. 

45.  FlightSafety  International,  Inc. 

46.  Gannett  Co.,  Inc. 

47.  Gemini  Technology  Inc. 

48.  Georgia-Pacific  Corporation 

49.  Gibson  Greetings,  Inc. 

50.  Golden  Triangle  Royalty  &  Oil,  Inc. 

51.  Graphic  Industries,  Inc. 

52.  Grow  Group,  Inc. 

53.  Harsco  Corporation 

54.  Hasbro,  Inc. 

55.  Hawley  Group  Ltd. 

56.  HON  Industries 

57.  Idaho  Power  Company 

58.  Imperial  Chemical  Industries  PLC 

59.  Imperial  Metals  Corporation 

60.  Ivaco  Inc. 

61.  Kaman  Corporation 

62.  Kelly  Services,  Inc. 

63.  Knight-Ridder 

64.  Koppers  Company,  Inc. 

65.  Lilly  Industrial  Coatings,  Inc. 

66.  The  Limited,  Inc. 

67.  Liquid  Air  Corporation 

68.  Lotus  Development  Corporation 

69.  Madison  Gas  and  Electric  Company 

70.  Maryland  National  Corporation 

71 .  Masco  Corporation 

72.  Masco  Industries 

73.  Media  General,  Inc. 

74.  Morrison-Knudsen  Corporation 

75.  Newfields  Minerals  Inc. 

76.  Nicor  Inc. 

77.  Nord  Resources  Corporation 

78.  Nova  Pharmaceutical  Corporation 

79.  Numac  Oil  &  Gas  Ltd. 

80.  NYNEX 

81.  The  Ohio  Mattress  Company 

82.  Overseas  Shipholding  Group,  Inc. 


83.  PacmCorp 

84.  Pacific  Gas  &  Electric  Company 

85.  Pegasus  Gold  Inc. 

86.  Pennsylvania  Power  &  Light  Corr.i 

87.  Perry  Drug  Stores,  Inc. 

88.  Portland  General  Corporation 

89.  Powertec,  Inc. 

90.  Premier  Industrial  Corporation 

91.  Public  Service  Electric  and  Gas  C 

92.  QMS,  Inc. 

93.  Questar  Corporation 

94.  RPM,  Inc. 

95.  RTE  Corporation 

96.  R.J.  Reynolds  Industries,  Inc. 

97.  Safety-Kleen  Corp. 

98.  Second  National 

99.  A.  Schulman,  Inc. 

100.  Shelby  Williams  Industries,  Inc. 

101.  Silver  State  Mining  Corporation 

102.  Software  AG  of  North  America,  ln< 

103.  Southern  New  England  Telephone 

104.  Sunshine-Jr.  Stores,  Inc. 

105.  Telecom  Plus  International,  Inc. 

106.  Teleflex  Incorporated 

107.  The  Home  Group,  Inc. 

108.  Telephone  and  Data  Systems,  Inc. 

109.  The  Times  Mirror  Company 

110.  Transamerica  Corporation 

111.  United  Industrial  Corporation 

112.  United  Jersey  Banks 

113.  United  Telecom 

114.  USLICO  Corporation 

115.  USLIFE  Corporation 

116.  Utah  Power  &  Light  Company 

117.  VF  Corporation 

118.  valley  National  Bancorp 

119.  Van  Dorn  Company 

120.  Washington  National  Corporation 

121.  VM  Software,  Inc. 

122.  WICOR,  Inc. 

123.  Zero  Corporation 


Marketing 


Edited  by  Jeffrey  A.Trachtenberg 


oe  hottest  subject  in  TV  these  days  isn't 
bo's  got  the  number  one  program,  if  show 
ey  know  its  the  number  one  program. 

Anybody  home 
out  there? 


~>ston  family  at  home  using  their  AGB  Television  Research  PeopleMeter; 
~emote-control  handset  meter  registers  each  viewer  by  number 
itake,  $17  billion  in  network  and  local  commercial  buys. 


RlChanj  Howard 


Every  Thursday  night  about 
61  million  Americans  tune  in 
The  Cosby  Show,  the  nation's 
top-rated  television  program.  A  nice 
piece  of  business  for  NBC,  which  gets 
$270,000  for  each  30-second  spot,  or 
$1.9  million  for  each  Cosby  episode. 

One  small  problem:  The  Cosby  au- 
dience may  be  10%  smaller  than  the 
A.C.  Nielsen  and  Arbitron  ratings  ser- 
vices say  it  is.  And  that  means  NBC 
might  be  charging  its  advertisers 
about  10%  more  than  the  exposure 
they're  getting  is  worth.  And  not  only 
NBC.  Network  shows  almost  certain- 
ly deliver  fewer  viewers  than  Procter 
&.  Gamble,  Philip  Morris  and  the  rest 
pay  an  estimated  $17  billion  a  year  to 
reach  on  local  and  network  buys. 

ABC,  CBS  and  NBC  are  understand- 
ably less  than  thrilled  by  this,  but 
they  do  not  deny  it.  Each  admits  that 
Nielsen  and  Arbitron  do  a  question- 
able job  of  finding  out  who  is  watch- 
ing its  programs.  Each  also  realizes 
that  it  is  losing  viewers  to  the  fare 
available  on  cable,  independent  sta- 
tions and,  of  course,  VCRs. 

On  the  other  hand,  during  a  period 
when  the  networks  have  seen  their 
audiences  decline — this  past  season 
the  networks  gained  1%  more  view- 
ers, the  first  such  gain  in  nine  years — 
the  networks  are  not  about  to  give  up 
as  much  as  10%  of  their  ad  revenues 
without  a  nasty  fight.  And  now  they 
have  it. 

The  fight  is  mainly  with  some  of 
the  country's  biggest  advertising 
agencies,  which  want  a  better  way  to 
measure  the  size  and  composition  of 
the  audience.  But  it  is  also  with  a 
relatively  small  British  company  that 
has  developed  a  more  sophisticated, 
although  certainly  not  foolproof,  au- 
dience rating  system  and  has  won  the 
support  of  those  same  advertising 
agencies. 

Smack  in  the  middle  sit  Nielsen 
and  Arbitron,  which  are  trying  to  me- 
diate the  dispute  and  at  the  same  time 
improve  the  ratings  services  so  their 
clients,  the  broadcasters  and  ad  agen- 
cies, won't  feel  ripped  off. 

The  two  rival  ratings  systems,  Niel- 
sen nationally  and  Arbitron  in  local 
markets,  measure  TV  audiences  with 
methods  that  are  quite  similar  and 
more  than  20  years  old.  They  use  me- 
ters wired  to  television  sets  and  writ- 
ten diaries  filled  out  by  the  families 
who  watch  nonwired  sets.  The  meters 
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measure  whether  the  TV  set  is  on, 
which  channel  has  been  selected  and 
how  long  the  set  stays  tuned  to  that 
channel.  The  meters  cannot  tell 
which  family  members,  if  any,  are 
watching,  which  means  a  lot  of  the 
sets  may  be  playing  to  empty  rooms. 
As  for  the  diaries,  they  are  supposed 
to  detail  accurately  the  viewing  hab- 
its of  all  family  members.  A  tall  order, 
since  it  is  well  known  that  most  dia- 
ries are  filled  in  only  once  a  week 
from  memory,  and  only  40%  to  50% 
are  returned  anyway. 

Everyone  agrees  this  system  is  im- 
precise, grossly  so. 

"We  have  been  concerned  about  the 
effectiveness  of  the  diaries  and  the 
size  of  the  diary  sample  for  some 
time,"  says  Marvin  Mord,  vice  presi- 
dent of  marketing  and  research  ser- 
vices of  Capital  Cities/ ABC.  Adds  Da- 
vid Poltrack,  vice  president  of  re- 
search for  the  CBS  Broadcast  Group, 
"The  diary  is  obsolete,  clearly.  The 
problem  is  that  people  can't  keep  dia- 
ries with  30  channels,  VCRs,  remote 
channels  and  multiple  sets  in  the 
households." 

The  PeopleMeter,  a  nine-year-old 
product  of  British  technology,  is  sup- 
posed to  do  the  job  much  better.  And  a 
lot  of  smart  folks  up  and  down  Madi- 
son Avenue  agree.  In  February  1985 
AGB  Television  Research,  the  U.S. 
subsidiary  of  London-based  AGB  Re- 
search Pic,  began  testing  its  People- 
Meter  on  American  audiences  in  Bos- 
ton. The  meter  is  a  remote-controlled 
handset  with  eight  buttons  that  signal 
a  small  monitor  box  which  sits  on  top 
of  a  television  set. 

Each  family  member  is  assigned  a 
numbered  button  to  push  each  time 
he  or  she  begins  and  finishes  watching 
a  program.  That  number  is  then  re- 
corded electronically  and  passed  to  a 
master  computer,  which  has  the  age 
and  sex  of  each  family  member  stored 
on  file.  Precise  market  data  can  be 
gathered  each  night  for  transmission 
to  the  agencies  and  to  broadcasters 
the  following  morning. 

Certainly  there  have  been  prob- 
lems. People  forget  to  push  the  but- 
tons. But  the  system  has  worked  reli- 
ably enough  in  Europe  and  is  so  at- 
tractive that  six  of  Madison  Avenue's 
largest  advertising  agencies — N.W. 
Ayer;  D'Arcy,  Masius,  Benton  & 
Bowles;  Young  &  Rubicam;  Ted 
Bates;  BBDO;  and  Grey— have  all 
signed  as  clients  for  fall  1987. 

The  PeopleMeter  certainly  lessens 
one  major  problem  of  audience  mea- 
surement: the  so-called  halo  effect. 
Nielsen-rated  network  shows  benefit 
in  that  diary  users  tend  to  fill  in  the 
names  of  the  most  popular  shows 


when  they  can't  remember  what  they 
saw.  The  discrepancy  between  Niel- 
sen's traditional  rating  system  and  its 
version  of  a  "people  meter"  has  been 
as  much  as  10%  for  The  Cosby  Show, 
and  Madison  Avenue  thinks  that  oth- 
er prime-time  fare  could  be  equally 
haloed. 

Nielsen  has  responded  by  installing 
1,000  of  its  own  people  meters  as  a 
national  test  that  should  begin  by  the 
end  of  July.  The  agencies,  however, 
want  to  start  using  Nielsen's  meter 
numbers  to  monitor  the  S3  billion 
worth  of  commercials  they  will  buy 
in  mid-fune  on  shows  for  the  upcom- 
ing fall  television  season.  This  is  driv- 
ing the  networks  crazy.  They  are 
afraid  the  people  meters  might  show 
smaller  audiences  than  they  are  guar- 
anteeing for  those  fall  shows.  At  stake 
may  be  as  much  as  $300  million — 
10%  of  the  $3  billion  that  the  net- 
works would  have  to  make  up  to  the 
agencies  and  their  clients  if  the  people 
meters  record  audiences  that  much 
smaller. 

Little  wonder  the  networks  are 
complaining  bitterly.  Absurd,  they 
say,  to  dump  a  system  that  has 
worked  with  some  degree  of  accuracy 


for  over  20  years  in  favor  of  a  syst 
that  is  still  experimental.  "It's  i 
sponsible  to  introduce  a  system 
fore  it's  thoroughly  tested,  especii 
with  billions  of  dollars  at  stake,"  s 
William  Rubens,  vice  president  of 
search  at  NBC. 

But  the  ad  agencies  say  they've  s« 
the  future,  and  it  works.  "People  r 
ters  produce  a  more  accurate  pict 
in  a  fragmented  marketplace,"  sj 
Steven  Singer,  vice  president/direc 
of  media  research  for  BBDO.  "Rij 
now  the  advertisers  are  getting  shi 
ed,  because  they  are  paying  for  lar, 
audiences  than  the  networks  are 
livering.  The  question  is,  who  is  goi 
to  pay  for  that  difference?" 

People  meters  are  here  to  stay.  ] 
the  coming  television  season  Niels 
will  almost  certainly  continue  its  t< 
while  keeping  the  old  meter/du 
system  in  place.  That  will  provide 
good  test  and  may  well  furnish  adv 
tisers  with  an  argument  for  low 
prices  on  some  shows.  The  intere 
ing  question  is  why,  with  SI 7  billi 
at  stake,  neither  Madison  Avenue  r 
the  broadcasters  have  had  anythi 
better  to  offer  than  nine-year-c 
technology.— J.  A.T. 


Exclusive  profits 

In  1974  Lina  Lee  Lidow,  a  former 
researcher  on  international  eco- 
nomic policy  in  the  Nixon  Adminis- 
tration, newly  married  and  a  new- 
comer to  Los  Angeles,  wandered  into 
a  Rodeo  Drive  leather  goods  store. 
When  she  asked  to  see  a  wallet,  the 
salesgirl  snapped,  "Are  you  sure  you 
can  afford  to  be  in  here?" 

At  least  that's  the  way  Li- 
dow, a  French  major  from 
Georgetown  College  in  Ken- 
tucky, recalls  the  event  and 
how  she  found  a  new  career. 
In  the  last  eight  years  she  has 
parlayed  that  insult  into 
three  apparel  boutiques  for 
men  and  women,  two  in  Bev- 
erly Hills  and  one  in  Manhat- 
tan's glittery  Trump  Tower 
Atrium,  that  by  all  accounts 
have  among  the  highest  sales 
volume  rates  of  any  clothing 
store  in  the  country.  At  a 
time  when  most  retail  sales 
are  virtually  flat,  Lidow's 
meticulously  selected  mer- 
chandise and  carefully  con- 
ceived, personal  service  pro- 
vide a  critical  edge. 

Certainly  other  boutiques 
provide  quality  merchandise 
and  courteous  sales  help.  But 
Lidow  realized  early  on  that 


Rodeo  Drive  had  outgrown  its  Bevei 
Hills-nouveau  clientele  and  had  1 
come  a  tourist  attraction  wht 
friendliness  rather  than  snobbe 
would  be  the  major  sales  tool, 
found  that  intimidation  played  a  1 
part  in  Beverly  Hills  stores.  I  want 
to  open  a  store  where  salesgirls  ss 


Retailer  Lina  Lee  Lidow 
Trendy  .  .  .  but  selective. 
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Strategy 

•  A  structured  means  of  achieving  a  goal,  such  as  providing 
long-term  growth  in  shareholder  value. 

•  A  carefully  devised  plan;  e.g.,  balanced  diversification 
between  government  and  commercial  businesses. 

•  Skillful  management  to  attain  an  end;  e.g.,  leveraging 
advanced  technology  to  sustain  a  competitive  advantage. 


key  Rockwell  International  strategy 
aintaining  leadership  positions  we  have 
eved  in  all  of  the  principal  markets  we  serve, 
ffering  our  customers  greater  value  and  quality 
le  products  we  sell.  By  building  our  strong  global 
tion  to  effectively  service  world  markets.  And  by 
mitting  more  than  $2.5  billion  to  capital  expenditures 
the  past  five  years  to  improve  facilities,  reduce  costs  and 
ince  our  competitive  position. 

bove  all,  Rockwell  is  an  $11.3  billion  company  committed 
ccellence  and  performance.  This  commitment  is  fulfilled 
le  dedicated  work  of  123,000  employees  worldwide, 
00  of  them  scientists,  engineers  and  supporting 
nical  personnel.  To  learn  more  about  us,  write 
<well  International,  Department  815R-238, 
Grant  Street,  Pittsburgh,  PA  15219. 


Rockwell 
International 


...where  science  gets  down  to  business 

Aerospace  /  Electronics  /  Automotive 
General  Industries  /A-B  Industrial  Automation 


US  West  Direct  and  Honeywell 
developed  a  system  to  make  publishing 
The\tllow  Pages  as  easy  as  using  them. 


Together,  we  brought  science 
to  the  art  of  publishing. 


Publishing  The  \ellow  Pages  for  over  300 
markets  used  to  generate  tons  of  paperwork  and 
consume  thousands  of  hours.  US  West  Direct 
knew  there  had  to  be  a  better  way.  Simpler. 
Faster.  So  they  talked  to  Honeywell. 

Working  together,  we  developed  an  inte- 
grated information  management  system  using 
Honeywell  computers.  The  system,  when  com- 
pleted, will  link  all  regional  production  offices  to 
computer  headquarters  in  Omaha.  It  will  provide 
quick  and  easy  access  to  online  information  that 
will  greatly  improve  productivity.  It  will  shorten 
the  time  required  to  sell  advertising  and  compose 


materials  for  publication.  It  will  also  provide 
instant  information  for  customer  inquiries  and 
automatically  handle  billing.  The  direct  result  will 
be  better  service  for  customers,  and  a  lot  less 
paperwork  for  US  West  Direct. 

We'd  like  the  chance  to  work  with  you  as 
we  did  with  US  West  Direct,  because  working 
together  works.  We'll  design  a  system  from  the 
ground  up,  or  work  with  your  existing  equipment. 
And  we'll  service  any  part  of  the  systems  we 
develop,  including  equipment  from  other 
manufacturers.  For  more  information, 
call  800-328-5111,  ext.  1571. 


Together,  we  can  find  the  answers. 

Honeywell 


to 


0  f 
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A  Lina  Lee  customer  in  the  Trump  Tower  boutique 
Higher  sales  per  square  foot  than  Gucci. 


'Hi,'  where  women  would  not  be  in- 
timidated," she  says. 

With  a  $35,000  loan  from  husband 
Alan,  who  works  for  the  International 
Rectifier  Corp.,  a  publicly  held  com- 
pany started  by  his  family,  she  opened 
her  Lina  Lee  store  on  trendy  Rodeo 
Drive.  Today  Lidow's  three  boutiques 
(the  third  is  in  the  Beverly  Hills  Hotel) 
generate  more  than  $22  million  in 
sales.  Her  7,000-square-foot  Trump 
Tower  store  alone  racked  up  1985 
sales  of  $1 1  million,  or  about  $1,571  a 
square  foot. 

While  many  of  Rodeo  Drive's  ritzy 
retailers  are  now  hurting  from  in- 
creased competition,  Lidow's  6,000- 
square-foot  store  there,  big  for  a  bou- 
tique and  the  second-largest  shop  on 
Rodeo,  does  over  $1,800  a  square  foot. 
For  comparison,  Gucci  stores  in  New 
York  and  Los  Angeles  average  $1,000 
per  square  foot. 

Lidow  competes  against  top  fashion 
retailers  like  Neiman-Marcus,  I.  Mag- 
nin  and  Saks  Fifth  Avenue  with  a 
steadfastly  selective  marketing  strate- 
gy. Instead  of  stocking  famous  names 
like  Givenchy  and  Yves  Saint  Lau- 
rent, she  supports  unknown  designers 
whose  work  appeals  to  her  well-to-do, 


well-traveled  but  mostly  under-50  cli- 
entele. Lidow  currently  sells  the  work 
of  more  than  280  designers,  many  of 
whom  have  exclusive  contracts,  usu- 
ally for  six  months  to  a  year.  For 
many,  this  is  their  entree  into  the  U.S. 
market.  Lidow  was  the  first  U.S.  re- 
tailer to  carry  Gianfranco  Ferre  and 
Hiroko  Koshino,  for  example,  design- 
ers she  no  longer  carries  because  they 
are  now  sold  by  major  retailers. 
"When  the  market  starts  to  become 
saturated  with  a  designer,  I  drop 
them,"  she  says. 

And  drop  them  she  must,  because 
she  caters  to  the  kind  of  woman  who 
would  rather  stay  at  home  than  be 
seen  wearing  the  same  dress  as  the 
woman  across  the  room.  "Depart- 
ment store  customers  have  as  much 
money,  but  the  Lina  Lee  customer 
doesn't  want  anyone  else  to  have  the 
same  dress,"  says  Lidow,  who  looks 
like  the  very  prototype  of  her  own 
customers,  svelte  and  blonde. 

This,  of  course,  gives  her  boutiques 
considerable  cachet.  It  also  allows  her 
to  squeeze  maximum  profits  in  two 
ways  from  the  merchandise  she  does 
carry.  First,  she  does  not  have  to  mark 
clothes  down  to  match  the  sales  of 


competitors.  Second,  she  is  able 
buy  clothes  for  just  two  seaso 
spring/summer  and  fall/wint 
which  means  the  markdowns  s 
does  make  come  only  twice  instead 
four  or  more  times  a  year. 

Lina  Lee  clothes  range  from  $2,3 
suede  dresses  for  women  to  mei 
$900  cashmere  sweaters.  The  stoj 
are  aggressively  casual,  with  wood 
floors,  wicker  furniture  and  high  ca 
ings  with  skylights.  The  brightly  c: 
ored  clothes — "sophisticated  spor 
wear,"  Lidow  calls  them — are  oper 
displayed  and  accessible  to  customi 
without  the  aid  of  sales  help,  who  j 
trained  not  to  hover. 

Lidow  opened  her  Trump  Tom 
store  in  Manhattan  three  years  a 
when  she  discovered  that  20%  of  1 
Rodeo  Drive  customers  were  frc 
New  York.  She  makes  a  habit 
knowing  her  customers.  Staffers  f 
low  sales  with  thank-you  notes  a 
phone  calls  and  keep  a  book  with  t 
color  and  style  preferences  of  th 
steadies.  The  staff  makes  sure  to  cal 
customer  when  new  merchand 
that  might  be  to  his  or  her  taste  com 
in.  "A  tourist  can  become  a  regu 
customer  if  you  think  about  how 
continue  doing  business,  with  then 
says  Lidow. 

Lina  Lee  stores  probably  would 
succeed  in  more  than  a  handful 
American  cities,  which  is  why  Lid( 
hasn't  tried  to  expand  her  chain  a 
faster  rate.  But  at  a  time  when 
many  retail  stores  suffer  from  t 
much  sameness,  imaginative  buyi 
and  attention  to  customers  are  stil 
winning  combination. — Ellen  Paris 


Those  peculiar  candies 
that  star  at  the  movies 

Hershey's  plain  and  almond  chot 
late  bars  consistently  ra 
among  the  ten  top  sellers  in  the  U 
But  you  won't  find  them  at  many 
your  neighborhood  movie  theate 
Hershey  bars  and  many  more  ma 


Milk  UUQl 


A  strange  mix  at  tbe  candy  counter 
Larger  sizes  mean  fatter  profits. 


174 


FORBES,  MAY  19,  19* 


^NA...for  all  the  commitments  you  make 

ommitment  is  helping  a  child  to  learn. 

The  CNA  Insurance  Companies  understand 
le  importance  of  commitment.  And  CNA  provides 
1  kinas  of  insurance  to  help  those  who  make 
)mmitments  keep  them. 

INSURANCE  FROM 

OVA 

\  Insurance  Companies/CNA  Plaza/Chicago,  IL  60685  •  Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  Pages 


Moviegoers  at  the  Ziegfield  Theater  in  Manhattan 
Nationwide,  two  of  three  customers  pass  the  counter  by. 


Mark  MadLwcn 


crowd  pleasers  such  as  Milky  Way,  3 
Musketeers  and  Butterfingers  don't 
even  make  the  top-20  list  at  movie 
candy  counters. 

The  sweet  tooth  stars^at  the  movies 
are  a  strange  mix  that  Includes  sur- 
prisingly few  of  the  most)popular  can- 
dies, although  Snickers,  the  bestsell- 
ing  candy  bar  in  the  U.S.,  does  make 
the  list.  The  inovie  house  hot  sellers 
instead  include  such  things  as  Milk 
Duds,  Sno  Caps  and  Jujyfruits,  which 
are  rare  birds  indeed  outside  theaters. 

Do  moviegoers  have  different  tastes 
in  candy  from  the  rest  of  the  popula- 
tion? Not  at  all.  It's  the  movie  house 
operators  who  prefer  the  obscure 
brands.  They  tend  to  be  more  profit- 
able. The  candy  counter  delivers  up  to 
75%  of  a  theater's  profits,  so  the  own- 
ers, with  limited  space  for  candy,  ped- 
dle only  those  sweets  that  deliver  the 
highest  margins.  And  those,  clearly, 
are  not  what  people  buy  most  frequent- 
ly at  newsstands  and  supermarkets. 

There  is  no  standard  markup  for 
concessions  at  movie  theaters.  But, 
typically,  a  tub  of  popcorn  that  costs 
the  theater  30  cents  will  be  sold  for 
$2 — a  markup  of  567%.  A  soft  drink 
that  costs  the  theater  10  cents  will 
sell  for  about  75  cents — a  markup  of 
650% .  And  a  candy  bar  that  costs  the 
theater  35  cents  will  be  sold  for  at 
least  $1— a  markup  of  186%.  Even 
with  these  fat  margins  the  Chicago- 


based  National  Association  of  Con- 
cessionaires estimates  that  the  aver- 
age movie  candy  counter  produces  a 
return  on  investment  of  over  60%. 

"The  Hershey  bar  isn't  there  be- 
cause of  the  cost  factor,"  says  Alan 
Bronson,  president  of  Liberty  Popcorn 
Enterprises  of  Bohemia,  N.Y.,  third- 
largest  among  five  specialty  wholesal- 
ers serving  theaters  in  the  New  York 
City,  New  Jersey  and  Connecticut 
area.  "A  large  bar  made  especially  for 
moviegoers  would  cost  the  theater 
about  71  cents,  which  means  they'^d 
have  to  get  $2.25  for  it.  And  at  thaft 
price  it  wouldn't  sell." 

Which  highlights  an  added  compli- 
cation for  candymakers  who  want  a 
place  at  the  movie  counter.  Candies 
for  moviegoers  come  in  specially  de- 
signed packages  that  are  typically 
larger  than  what  is  sold  on  news- 
stands or  from  vending  machines.  For 
instance,  chewy  Jujyfruits,  made  by 
Henry  Heide  Inc.,  are  packaged  in  2.5- 
ounce  boxes  for  vending  machines, 
but  usually  in  4-ounce  boxes  for  the- 
aters. "A  factory  worker  buys  from  a 
vending  machine,  wolfs  down  his 
candy  and  gets  back  to  work,"  says 
David  (Skip)  Stefansen,  president  of 
Metropolitan  Concessions  Industries, 
a  division  of  Metropolitan  Theaters  of 
Los  Angeles.  "But  in  a  theater,  candy 
is  eaten  over  the  course  of  a  two-hour 
movie.  It's  a  munching  concept  as 


opposed  to  a  consun 
ing  concept." 

In  any  case,  theati 
owners  say,  they  don 
want  to  hassle  muc 
about  candy  becaui 
popcorn  and  soft  dnnl 
remain  their  bigge: 
moneymakers.  Accon 
ing  to  the  NAC,  i 
$850  million  in  sal< 
generated  at  theati 
concession  stands  la 
year,  40%  came  froi 
popcorn,  40%  from  so 
drinks  (over  thre 
quarters  Coca-Col 
and  20%  from  ever 
thing  else. 

Many  wholesale 
argue  that,  by  ignorir 
half  of  the  candies  c 
the  Debs  Report  list  i 
bestselling  brands,  th 
aters  are  losing  a  crit 
cal  opportunity  i 
boost  concession  sal< 
overall.  Only  one-thii 
of  moviegoers,  for  ii 
stance,  buy  anythir 
besides  a  ticket,  a 
cording  to  a  new  stuc 

  done  for  Nestle  Food 

which  would  like  to  get  more  of  i 
Crunch  bars  and  other  products  ini 
the  theaters.  Says  Stephen  Lazar,  pre 
ident  of  Good  Time  Foods  of  Fremon 
Calif.,  which  wholesales  candy  ar 
other  products  to  theaters.  "If  the  o 
erator  wants  to  do  a  meaningful  su 
vey,  let  him  look  at  the  wrappers  i 
the  trash  barrel.  He'd  find  out  th 
what  is  being  consumed  often  w; 
carried  in  from  a  7-Eleven  or  drugsto: 
because  it's  overpriced  or  simply  ni 
available  in  the  theater." 

Not  that  new  items  don't  occasioi 
ally  break  into  the  movie  counters. 
Tex-Mex  concoction  called  Nacht 
has  apparently  become  the  fastes 
growing  new  theater  food  item.  N 
chos  are  a  container  of  corn  chi] 
with  a  cheddar  cheese  sauce  pourt 
over  the  top,  garnished  with  spicy  hi 
jalapeno  peppers.  This  cheese-am 
chips  snack  is  no  more  trouble  to  pr 
pare  than  popcorn,  according  to  th 
ater  owners,  and  provides  the  san 
delicious  300%  (plus)  profit  margin. 

Nachos  in  this  form  were  deve 
oped  by  Rico  Foods  of  San  Antoni 
Rico's  president,  Frank  Liberto,  sa} 
that  they're  so  spicy  they  usual! 
increase  soft  drink  sales  12%  I 
20%.  "In  time,"  says  Stephen  Laza 
"you're  going  to  see  a  lot  more  inni 
vations."  Until  then,  pass  the  Mil 
Duds. — Alex  Ben  Block 
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Every  quality  diamond  of  a 
or  more  is  one  of  natures  rarest 
nost  exquisite  phenomena  — 
more  fire,  more  sparkle  and 
illation. 

Each  is  a  visible  reflection  of 
Unique  in  all  the  world; 


FIGHT  FIRE  WITH  FIRE. 

possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4@'s:  Cut;  Color;  Clarity  and 
Carat -weight.  These  determine  the 
value  of  a  diamond  — and  to  an 
astonishing  degree,  the  beauty  and 
value  of  your  jewelry. 


Your  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful, 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


,     f  A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE. 

ne  shown  features  ,  „  „„ 

tyd.amondof  2  carats.  A  FIRE  RARELY  SEEN. 


Scienc 

e  &  Technology 

Edited  by  Gail  Bronson 

Will  rubbing  your  face  with  cells  from 
animal  guts  make  you  look  younger?  Does 
money  grow  on  trees? 

Facing  facts 


By  Barbara  Kallen 


Health 


Most  people 
would  no  more 
think  of  fresh- 
ening up  with  a  skin  bracer  concocted 
from  a  cow's  spinal  cord  or  a  sheep's 
womb  than  they  would  splash  on  mo- 
tor oil.  Yet  women  of  all  ages — along 
with  a  growing  number  of  preening 
male  executives — are  spending  an  es- 
timated $200  million  annually  to  do 
exactly  that.  In  our  age  of  narcissism 
and  the  worship  of  youth,  business 


Youth  in  a  bottle? 

Wrinkle  creams  justify  high 
prices  with  obscure  ingredients. 
The  more  exotic,  the  better. 


people  at  every  level  are  falling  under 
the  spell  of  cosmetics  industry  fairy 
tales  told  in  sleek  and  sometimes  sly 
sales  promotions. 

For  the  industry,  business  is  strong 
indeed.  With  overall  retail  sales  weak, 
sales  of  creams,  potions  and  rejuve- 
nating lotions  are  up  5%  over  last 
year.  Meanwhile,  a  steady  stream  of 
exotic  new  products,  often  European 
in  cachet,  is  pouring  onto  the  market 
accompanied  by  dazzling  claims  of 
their  ability  to  wipe  away  sags, 
crow's-feet,  wrinkles  and  age  lines. 


Says  Goldman,  Sachs'  Jack  Salzmar 
"The  department  stores  are  crazy  fc 
the  expensive  face  creams." 

But  do  these  products  actually  pei 
form  all  of  the  wonders  being  prd 
claimed  in  their  name?  Not  accorq 
ing  to  Dr.  Mark  Lebwohl,  director  d 
clinical  dermatology  at  New  Yorj 
City's  Mount  Sinai  Medical  Centei 
"There  is  nothing  that  is  on  the  mai 
ket  today  short  of  plastic  surgeiy 
deep  chemical  peels  or  collagen  irl 
jections  that  has  been  proved  t 
eliminate  wrinkles  or  permanentl 
reverse  skin  damage." 

Yet  the  ingredients  do  sound  won 
derfully  scientific — plankton  extract 
squalene,  spinal  cord  extract,  colla 
gen,  elastin.  The  names  conjure  no 
tions  not  of  witches  and  warlocks  bu 
of  spotless  laboratories  filled  witl 
technicians  in  smocks  peering  inti 
flasks  of  amber  liquid.  But,  as  witl 
the  rest  of  the  cosmetics  industry,  th 
new  products  mostly  serve  psycholog 
ical  needs,  rarely  actual  physical  ones 
and  the  aura  of  science  simply  but 
tresses  the  self-delusion. 

Take  a  facial  cream,  La  Prairie  ($9i 
an  ounce),  concocted  by  an  America] 
Cyanamid  subsidiary,  La  Prairie  S.A 
which  contains,  among  other  ingredi 
ents,  cells  from  the  placenta  of  blacl 
sheep.  Only  these  special,  black  crea 
tures,  it  seems,  are  resistant  to  dis 
ease.  Says  Madeline  Fleishman,  L 
Prairie's  senior  marketing  executive 
"We  raise  these  black  sheep  ourselve 
in  Switzerland,  and  we  are  able  I 
trace  their  lineage  going  back  as  far  a 


m    GLYCEL  0 


Product 

Biotherm 

anti-wrinkle  cream 

Double  Serum 
anti-aging  serum 

Clinique 
sub-skin  cream 

FD-29 

anti-aging  complex 

Glycel 

anti-aging  creme 

Company 

Cosmair 

Clarins-Paris 

Clinique 

Frances  Denney 

Alfin  Fragrances 

Unusual 
ingredients 

beeswax 

human  placental  protein 
nylon 

plankton  extract 

coneflower  extract 
moringa  oil 
spinal  cord  extract 
spleen  extract 

matricana  oil 
methionine 

soluble  collagen  extract 
tocopherol 

animal  collagen 
bilberry  extract 
chamomile  oil 
grape  seed  oil 

GSL  (mammalian 
protein| 
shea  butter 
squalene 

Price 

$18.50  per  0  7  oz. 

$60  per  1.0  oz. 

$22.50  per  1.25  oz. 

$30  per  4.0  oz. 

$75  per  1.0  oz. 
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enerations." 

i  Prairie  insists  its  wrinkle  cream 
lerates  skin  cell  turnover,  thereby 
rding  a  more  youthful  appearance, 
says  Mount  Sinai's  Lebwohl.  All 
placenta  cells  really  do  is  add 
sture.  "You  want  to  know  why 
len  buy  creams  with  sheep  pla- 
a  cells?"  asks  Dr.  Lebwohl. 
u'll  have  to  ask  a  psychiatrist." 
r  take  Estee  Lauder's  Night  Re- 
which  sells  for  $35  for  less  than 
iunce;  largely  because  it  contains 
uronic  acid  and  what  Morris  Her- 
1,  vice  president  of  research  and 
:lopment  for  Estee  Lauder,  calls  a 
:cial  cellular  extract." 
:cording  to  Herstein,  Night  Re- 
improves  the  quality  of  elastin 
collagen,  proteins  that  give  the 
elasticity  and  firmness.  That's 
ly  likely,  according  to  Dr.  James 
len,  professor  of  dermatology  at 
University  of  Pennsylvania.  "I've 
:r  seen  any  evidence  that  either 
uronic  acid  or  any  cellular  extract 
make  the  skin  produce  better 
tin  or  collagen." 

income,  a  division  of  Cosmair, 
:s  its  Progres  Plus  Creme  Anti- 
:s  ($33  for  1.25  ounces)  with  hy- 
yzed  yeast  protein  and  collagen, 
naturally  occurring  solid  protein 
firms  up  skin  cells  if  injected 
:tly  into  them.  Sounds  impres- 
,  but  as  no  less  an  authority  than 
of  Cosmair's  own  scientists,  Dr. 
i  Penicnak,  concedes,  "Collagen 
ied  externally  smooths  the  skin 
doesn't  sink  into  the  dermis.  It's 


too  big  a  molecule."  Many  doctors  say 
that  rubbing  collagen  on  one's  face  is 
precisely  the  same  as  pouring  money 
down  the  drain. 

By  far  the  most  feverishly  hyped 
new  product  of  them  all  is  Glycel, 
introduced  into  the  U.S.  market  earli- 
er this  year  by  its  developer,  Dr. 
Christiaan  Barnard,  the  South  African 
heart  surgeon.  Glycel 's  miracle  ingre- 
dient is  supposedly  glycosphingolipid 
(GSL),  a  combination  of  fats  and  car- 
bohydrates that  help  make  up  the 
chemistry  of  the  skin.  Says  Dr.  Bar- 
nard, "I  have  found  GSL  to  be  the  key 
to  skin  rejuvenation  and  thereby  the 
ingredient  that  will  make  skin  behave 
and  look  younger." 

Barnard's  medical  colleagues  are 
embarrassed  by  such  talk.  Says  the 
University  of  Pennsylvania's  Dr.  Ley- 
den,  "If  it's  a  medical  breakthrough, 
then  Dr.  Barnard  ought  to  publish  his 
research  instead  of  only  talking  about 
it  in  his  ads." 

Both  the  Food  &  Drug  Administra- 
tion and  the  Federal  Trade  Commis- 
sion also  are  looking  into  the  claims 
for  Glycel,  and  from  an  interesting 
perspective:  If  Glycel  is  really  as  effec- 
tive as  Barnard  claims  it  is,  then  per- 
haps the  product  should  be  reclassi- 
fied as  a  drug  and  subjected  to  thor- 
ough testing. 

When  challenged,  cosmetics  execu- 
tives protest  that  they  do  test  their 
potions.  But  much  of  the  testing  boils 
down  to  so-called  image  analysis — 
"the  same  technology  NASA  uses  to 
survey  the  topography 


of  the  moon,"  says  Pamela  Fields,  vice 
president  of  marketing  and  advertising 
at  Biotherm,  another  division  of  Cos- 
mair. Technicians  make  a  cast  imprint 
of  the  skin  before  and  after  applying  the 
product  for  several  days.  Light  rays  are 
beamed  on  the  casts  and  supposedly 
reflect  less  brightly  off  wrinkles  than 
off  smooth  areas. 

Yet  image  analysis  has  no  way  of 
distinguishing  between  temporary 
swelling  and  permanent  physical 
change.  Skin  that  is  temporarily  swol- 
len by  ingredients  like  hyaluronic 
acid  or  collagen  gives  a  smoother  im- 
print. "The  only  real  way  to  judge 
improvement  is  with  a  biopsy,"  says 
Dr.  Alan  Shalita,  chairman  of  the  der- 
matology department  at  SUNY's 
Health  &.  Science  Center. 

For  the  truly  scientifically  minded, 
someday  there  may  be  genuine  relief 
from  wrinkles  in  the  form  of  a  deriva- 
tive of  vitamin  A,  now  under  study  at 
both  Hoffmann-La  Roche,  the  phar- 
maceutical company,  and  the  Univer- 
sity of  Pennsylvania.  The  derivative 
appears  to  promote  collagen  growth 
within  the  skin  itself.  If  ever  brought 
onto  the  market  to  treat  wrinkles, 
vitamin  A  derivative  probably  would 
be  available  only  by  prescription.  Un- 
til then,  those  who  fret  over  the  en- 
croachments of  age  would  be  better 
off  forgetting  about  getting  rid  of  each 
new  line  and  wrinkle  and  learning  to 
enjoy  themselves  as  they  are.  After 
all,  as  Paul  Newman  remarked  in  the 
motion  picture  Hud,  "Nobody  gets 
out  of  life  alive."  ■ 


Dan  Wagner 


net 

Lancdme  Progres  Plus 
anti-wrinkle  creme 

La  Prairie 

cellular  wrinkle  cream 

Estee  Lauder 
night  repair 

B.H-24 

day/night  essence 

Ultima  II  Procollagen 
anti-aging  complex 

ipany 

Cosmair 

American  Cyanamid 

Estee  Lauder 

Shiseido 

Charles  Revson 

sual 
:dients 

carbomer-941 
hydrolyzed  yeast  protein 
lanolin  oil 
squalene 

cholesterol 
imidazolidinyl  urea 
paraffin 

placental  protein 

chamomile  oil 
glycereth-26 
squalene 
xanthan  gum 

arginine 

black  sugar  extract 
ginseng  extract 
hyaluronic  acid 

dea-methoxycinnamate 
geranium  oil 
hydrolyzed  elastin 
soluble  collagen 

e 

$33  per  1.25  oz. 

$90  per  1.0  oz. 

$35  per  0.9  oz. 

$60  per  1.0  oz. 

$25  per  1.0  oz. 
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Insurance  writers  have  begun  canceling  policies  for 
land-waste  disposal  facilities.  Does  that  mean  everyone 
is  now  living  on  borrowed  time? 

1 .  Dig  hole  in  sand 
2.  Insert  head 


Science  & 
Technology 


Insurance 


Want  to  get  in- 
sured in  case 
your  toxic  land 
disposal  site  starts  to  leak?  Forget  it. 
As  with  other  types  of  high-risk  cov- 
erage, insurance  against  possible 
harm  from  land-waste  disposal  sites  is 
disappearing  from  the  marketplace  as 
the  carriers,  Congress  and  the  Envi- 
ronmental Protection  Agency  bicker 
over  the  potential  hazards  at  the  na- 
tion's 1,575  dump  sites. 

Insurance  companies  say  waste  dis- 
posal sites,  so  often  connected  to  the 
poisoning  of  air  and  groundwater,  are 
uninsurable.  "Those  facilities  are  go- 
ing to  leak  eventually,"  says  Dennis 
Connolly  of  the  American  Insurance 
Association.  "You  can't  guarantee 
that  they're  sound.  And  the  liability 
system  is  so  structured  now  that  there 
is  no  defense  against  a  leak  except  an 
act  of  war  or  God." 

Liability  has  increased  as 
a  result  of  recent  judicial 
rulings  that  so-called  sud- 
den and  accidental  pollu- 
tion clauses  in  comprehen- 
sive general  liability  poli- 
cies by  definition  include 
gradual  leaks.  These  rul- 
ings, which  have  forced  un- 
derwriters to  pay  for  the 
cleanup  of  toxic  leaks  that 
effectively  began  long  be- 
fore the  insurance  was  in 
force,  have  triggered  a  dra- 
matic increase  in  policy 
cancelations  throughout 
industry. 

"Insurance  companies 
are  panicking  about  un- 
known liabilities  out 
there,"  says  Lynne  Miller, 
president  of  Risk  Science 
International,  which  as- 
sesses toxic  risks  for  dump 
site  owners.  "The  courts 
are  saying  they're  still  on 
the  hook  for  old  policies,  so 
they're  minimizing  the:r 
environmental  liabilit; 
from  now  forward." 

Court  actions  are  not  the 
issue,     counters  Robert 


Hunter,  president  of  the  National  In- 
surance Consumer  Organization. 
Rather,  he  says,  the  problem  is  the 
cyclical  nature  of  the  insurance  busi- 
ness itself.  When  companies  initially 
wrote  these  policies  in  1980,  they  did 
so  without  adequate  risk  assessment. 
When  the  business  cycle  hit  bottom 
in  1984,  they  began  shedding  ques- 
tionable policies,  including  environ- 
mental liability.  "The  better  risks 
that  aren't  leaky  will  be  insured  again 
in  a  year  or  so,"  says  Hunter.  "There 
are  signs  of  a  recovery  in  confidence 
among  carriers  even  now." 

The  whole  issue  has  boiled  up  as  a 
result  of  a  crackdown  by  Washington 
on  companies  that  manufacture,  han- 
dle or  dispose  of  toxic  waste  in  land- 
fills. A  1984  congressional  amend- 
ment to  the  Resource  Conservation  &. 
Recovery  Act  required  these  operators 


to  tell  the  EPA  by  Nov.  8,  1985  thi 
they  were  properly  monitorir 
groundwater  and  either  had  obtaine 
specified  amounts  of  insurance  f 
clean  up  future  problems  or  hg 
ceased  operations. 

Yet  compliance  with  the  insurano 
requirement  has  not  been  easy.  Eun 
pean  reinsurance  companies  thj 
helped  absorb  potential  exposure  f( 
actual  underwriters  had  pulled  out  • 
the  market  by  early  1985.  That  preci] 
itated  the  departure  of  almost  all  ii 
surers  that  hadn't  already  backed  ou 
Currently  only  AIG  and  Liberty  Mi 
tual  are  writing  environmental  in 
pairment  policies  that  would  met 
the  EPA  requirements,  but  on  a  vei 
restricted  basis.  "A  lot  of  companie 
are  flying  bare  as  a  result,"  says  Myi 
Tobin,  a  managing  director  of  Mars 
&  McLennan,  the  nation's  largest  ij 
surance  broker. 

Congressional  staffers  contend  th; 
the  EPA  does  not  have  either  the  fac 
or  the  political  inclination  to  weig 
the  many  issues  involved  in  a  con 
pany's  struggle  to  find  coverage, 
insurance  unavailable  completely?  C 
is  it  just  that  the  EPA  doesn't  want  I 
force  companies  to  pr< 
vide  data  to  underwrite: 
about  their  leaky  dispos, 
facilities? 

Hunter  of  the  Nation, 
Insurance  Consumer  O 
ganization  thinks  the  EP 
has  all  the  data  it  need 
"The  EPA  may  just  1 
looking  the  other  way  ii 
stead  of  checking  all  i 
the  possible  uninsure 
sites  and  making  sui 
they  are  closed,"  says  he 
The  imbroglio  higl 
lights  the  problems  of  pn 
tecting  the  public  again: 
the  next  Love  Canal  < 
Stringfellow  acid  pits.  T< 
bin  of  Marsh  &  McLenna 
says  the  insurance  indu 
try  will  never  underwrii 
environmental  liabilitif 
again.  Curiously  enoug] 
that  may  bring  at  lea: 
one  benefit:  focusing  tf 
attention  of  companies  o 
finding  out  what  their  p< 
tential  toxic  exposun 
really  are  and  doing  sorn 
thing  about  them  before 
crisis  explodes  under  the 
feet  — G.B. 
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Plainly  for  Everyone. 

e  first  plain  paper  facsimile  that  doesn't 
come  at  a  premium. 


itil  now,  plain  paper  in  a  facsimile 
exception.  But  no  longer. 
;ing  the  FAX-610  Plain  Paper 
le.  It  costs  no  more  than  similar 
units.  But  the  advantages 
if" 

3cause  the  image  quality  of 
jnts  you'll  get  on  plain  paper  is 
sr.  And  you  can  use  them  as 
3.  Since  you  can  write  on  them 
:  about  anything,  and  file  them 
definitely. 

it  the  economical  FAX-610  is  no 
,ne.  It  has  everything  you'd 
rom  an  advanced  business 
3.  Plus  it's  just  plain  smart:  with 
iialing  to  49  locations,  delayed 


transmission  with  auto  document  feeder, 
and  delayed  20-location  multiple  polling 
with  automatic  document  cutting.  And 
it's  just  plain  fast:  1 7  seconds  a  page* 

Finally,  the  FAX-610  is  just  plain 
affordable.  Which  looks  good  on  paper, 
and  definitely  makes  plain  old-fashioned 
business  sense. 

The  Canon  FAX-610:  The  first  plain 
paper  facsimile  that's  plainly  for  everyone. 
And  that's  just  plain  extraordinary. 

*Based  on  CCITT  No  1  Test  Chart 


Canon  U.S.A.,  Inc.,  Facsimile  Division 
PO  Box  5210.  Clifton,  New  Jersey  07015 1-800-OK  CANON 

□  Please  send  me  more  information  about  the  Canon  FAX-610 
Please  have  a  salesperson  contact  me 

4KFOR05I96 


Canon 

THE  FASTEST  WORDS  IN  BUSINESS  COMMUNICATIONS. 


PLAIN 
PAPER 
JIT  FACSIMILE 


VIS  JB 


Come  see  the  Canon 

Sammy  Davis,  Jr 
Greater  Hartford  Open 
July  3-6,  or  watch 
it  on  CBS  Television 


ALABAV  A  'i.rmingnom.  Godsden.  Huntsviile.  Mobile,  Montgomery.  •  ALASKA  Anchorage.  Fairbanks,  •  ARIZONA  Phoenix.  Tucson.  •  ARKANSAS  Fort  Smith,  Little  Itock.  Spnngdole.  Texarkona.  •  CALIFORNIA  Anaheirr 
Chatswc-  ri,  Fresno,  Mcccsto  Roncho  Cordova,  Rancho  Mirage,  Redding  Riverside  San  Bruno.  San  Diego,  San  Jose,  Santa  Maria  Santo  Rosa.  Ventura,  •  COLORADO  Colorado  Spnngs.  Denver.  G 

•rdance  Plazo.  •  (  Z  JNECT1CUT  Cost  Hartford.  Norwalk,  •  DELAWARE  Wilmington,  •  FLORIDA  Ft  Lauderdale.  Ft  Myers,  Jacksonville,  Miami.  Oriando.  Pensocola,  Tampa.  West  Polm  Beach 
Idaho  Falls,  Pocatello,  Twin  Falls.  •  ILLINOIS  Burr  Ridge.  Champaign,  Peoria,  Schiller  Park.  Springfield;  •  INDIANA  Evonsville.  Fort  Wayne,  Indianapolis,  South  Bet 
Davenport,  Des  Main  Sioux  City;  •  KANSAS  Liberal.  Overland  Park,  Shawnee  Mission,  Wichrta.  •  KENTUCKY  Lexington.  Louisville.  Paducah.  •  LOUISIANA  Alexandria,  Baton  Rouge,  Houmo.  Lafayette.  Lake 

Morgan  City.  Shrevepor:  '•  onroe;  •  MAINE  Be  c  Caribou.  Vermouth;  •  MARYLAND  Gaithersburg,  Hagerstown.  Linthicum  Heights.  Salisbury;  •  MASSACHUSETTS  Auburn,  Boston,  Springfield,  •  MICHIGAN  Grar 
Kalamazoo.  Marquette.  Mu:    son,  "raverse  City.  Tro-.  ■  MINNESOTA  Albert  Lea.  Eau  Claire,  Minneapolis.  Rochester,  St  Paul,  Winona;  •MISSISSIPPI  Jackson,  Pascogoula.  Tupelo.  •  MISSOURI  Cope  Girardeau,  St  Louis,  S 


Pitfall  No.  7  COMPETITION 


Takin'  on  the  big  boys 


Bigger  isn't  better.  It's  slower. 
And  that  could  be  the  Achilles'  heel 
you've  been  looking  for. 

The  business  that  answers  the 
call  for  service  first,  rarely  finishes 
last.  You  need  the  influence  a  phone 
can  give  you.  An  Executone  phone 
system.  To  make  the  right  moves. 
At  the  right  time. 

Executone  phones  let  you  react 
quickly.  To  help  you  overcome  busi- 
ness pitfalls.  To  help  you  compete. 
Send  for  an  excerpt  from  the  book, 
The  25  Most  Common  Pitfalls  of 
Growing  Businesses.  Just  ask,  it's  free. 
We've  got  some  answers.  Because  for 
over  50  years,  we've  provided  innova- 
tive equipment  and  reliable  service 
to  successful  businesses. 

Contel  Executone.  For  phones 
that  perform.  When  you  want.  The 
way  you  want.  So  you  can  keep  your 
mind  on  business.  Because  for  grow- 
ing businesses  today,  coping  with  the 
unusual  is  business  as  usual.  And  you 
need  effective  business  tools  to  take 
advantage  of  unexpected  opportuni- 
ties. Call  us.  1-800-645-1111 


5550  Triangle  Parkway,  Norcross,  Georgia  30092 


Jozeman.  •  NEBRASKA  Omaha.  Scoffs  Bluff,  •  NEVADA  Las  Vegos,  Sparks,  •  NEW  HAMPSHIRE  Sirathom;  •  NEW  JERSEY  Edison,  Fairfield,  Marlton,  West  Trenton,  •  NEW  MEXICO  Albuquerque,  Roswell.  Santa  Fe. 
3inghomton.  Buffalo,  Elmira  Heights,  Jamestown,  Long  Island  City,  New  York.  Rochester,  Rock  Tavern,  South  Hauppauge.  Syracuse,  •  NORTH  CAROLINA  Charlotte,  Durham,  Fayetteville,  Greensboro,  New  Bern, 

NORTH  DAKOTA  Mandan,  •  OHIO  Akron,  Cincinnati.  Columbus,  Dayton,  Lima,  Toledo,  Warrensville  Heights,  Youngstown,  •  OKLAHOMA  Oklahoma  City.  Ponca  City.  Tulsa,  •  OREGON  Portland, 
ntown.  Dupont,  Ebensburg,  Erie,  Lemoyne.  Norristown.  Pittsburgh,  Reading,  Williamsport,  York,  •  RHODE  ISLAND  East  Providence;  •  SOUTH  CAROLINA  Charleston,  Greenville,  West  Columbia,  •  SOUTH  DAKOTA 
i  Falls,  Spearfish,  •  TENNESSEE  Arlington,  Chattanooga.  Germontown.  Jackson,  Kingsporl,  Knoxville.  Nashville.  •  TEXAS  Abilene,  Amonllo,  Austin,  Corpus  Christi,  Dallas,  El  Paso,  Fort  Worth,  Houston,  Longview. 

Antonio,  Temple,  Tyler,  Wichita  Falls;  •  UTAH  Murray,  St  George.  •  VERMONT  Rutland.  Williston,  •  VIRGINIA  Foirfox,  Norfolk,  Richmond,  Roanoke,  •  WASHINGTON  Kennewick,  Seattle.  Spokane,  Tacoma, 
bar,  •  WISCONSIN  Appleton.  Menomonee  Falls,  Madison,  Wausau 


Science  & 
Technology 


Up,  up  and  away 

When  Tom  Hintnaus,  a  Brazilian 
pole-vaulter,  steps  to  the  mat  at 
the  May  track  meet  at  the  University 
of  California  in  Los  Angeles,  he  will 
be  armed  with  a  powerful  weapon  he 
has  been  practicing  with  for  more 
than  a  year:  a  composite  graphite  and 
fiberglass  pole. 

"A  pole  containing  graphite  reacts 
with  much  more  force  and  comes 
back  faster,"  says  the  28-year-old 
Hintnaus,  who  used  the  pole  to  jump 
18  feet  10  inches  at  a  meet  in  Zurich 
last  summer,  10  inches  short  of  the 
world  record,  and  now  hopes  to  do 
even  better.  Says  he  enthusiastically 
of  the  pole:  "You  can't  overstress  it. 
It's  like  the  difference  between  a  Ford 
and  an  Indy  500  race  car." 

Graphite  makes  the  pole  stiffer, 
lighter  and  stronger.  And  it  allows  the 
pole  to  be  constructed  with  a  smaller 
circumference.  All  of  these  factors 
give  the  vaulter  greater  control  and 
create  a  radically  different  bending  ac- 
tion that  helps  increase  actual  jump- 
ing height. 

The  addition  of  graphite  is  the  first 
change  in  the  sport  of  pole-vaulting  in 
decades.  The  last  breakthrough  came 
in  1963,  when  American  John  Pennel 
used  a  fiberglass  pole  to  achieve  a 
world-record  height  of  1 7  feet  %  inch, 
a  boost  from  the  1962  record  of  16  feet 
2  inches.  Bamboo,  steel  and  alumi- 
num poles  were  left  behind  in  the 
dust. — Kerry  Hannon 


Steven  Suiion/Ouomo 


Tom  Hintnaus 


Vaulting  to  new  heights. 


An  idea  takes  root 

Growing  sugarcane  is  a  sticky  busi- 
ness. Stalks  are  often  plagued  by 
mosaic  virus  or  ratoon  disease,  which 
cut  crop  yields  and  cost  farmers  mon- 
ey. But  now  comes  Crop  Genetics  In- 
ternational, a  five-year-old  startup 
firm  (1985  revenues,  $2.5  million), 
which  has  biogenetically  engineered 
the  problem  away.  How?  By  cloning 
sugarcane  from  disease-resistant 
strains  of  plant  tissue,  not  seeds. 

The  sale  of  the  resulting  plants, 
which  are  essentially  disease-free,  to 
sugarcane  farmers  in  the  southern 
U.S.  is  the  first  known  commercial 
application  of  tissue-culture  science, 
affording  growers  a  20%  higher  yield 
on  their  crops. 
Peter  Carlson,  cofounder  and  vice 


president  of  research,  grows  the  ce) 
in  petri  dishes.  By  altering  the  h< 
monal  concentrations  in  the  gelai 
cultures  that  support  the  cells,  Ca( 
son  changes  a  cell's  growth  pattei 
Result:  One  cell  splits  into  thousan 
of  embryos  rather  than  developn 
into  a  single  mature  plant.  Each  ej 
bryo  grows  into  a  whole  salable  pla 
in  about  a  year. 

Last  year  the  company  sold  its  fij 
harvest  to  Florida  farmers,  reapn 
revenues  of  $1  million.  Now  Cr 
Genetics  is  booked  for  fall  deliveri 
to  Louisiana  farmers  as  well,  showi, 
that,  in  this  case  at  least,  the  promi 
of  biotech  breakthroughs  has  not  bet 
oversold. — G.B. 


Mirror,  mirror,  on  the  wall 

From  the  "my  dog's  better  than 
your  dog"  department,  the  latest 
on  whose  computer  is  now  the  fastest: 
The  title,  momentarily  at  least,  appar- 
ently belongs  to  Floating  Point  Sys- 
tems, Inc.  of  Beaverton,  Ore.  Last 
month  the  firm  announced  plans  to 
introduce  a  device  assertedly  capable 
of  performing  262  billion  operations 
per  second. 

Floating  Point's  announcement  was 
intended  to  snatch  the  "world's  fast- 
est" title  from  ETA  Systems  Inc.  of  St. 
Paul,  Minn.,  which  plans  to  deliver  its 
ETA10  later  this  year.  This  machine  is 
said  by  its  manufacturer  to  operate 
eight  times  faster  than  the  Cray  2, 
widely  considered  the  swiftest  ma- 
chine in  use. 


Baloney  all  around,  says  Sidn< 
Fernbach,  chairman  of  the  Institute 
Electrical  &  Electronics  Engineering 
supercomputer  committee.  He  e 
plains  that  no  computers  ever  rea< 
the  "peak  speeds"  claimed  by  the 
breathless  manufacturers.  "In  fac 
users  of  the  machines  are  lucky  to  g 
20%  of  maximum  performance,"  sa 
Fernbach.  "Speed  depends  on  the  kii 
of  problem  you're  solving." 

So  who  needs  all  that  speed  an 
way?  Answers  one  industry  analys 
"I  could  come  up  with  about  thn 
possible  customers.  These  gadgets  a 
nice  for  some  guy  with  a  beard  ai 
sandals  and  a  government  grant  to  ( 
experiments." — Ellen  Benoit 
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Nowhere  if  Mdm 


zeye-the  only  carrier- 
d  system  with  million- 
vision. 


omewhere  out  there  in  three 
cubic  miles  of  airspace-or 
sea  below- is  a  plane  or  ship 
Detter  find  before  it  finds  you. 
du  will-when  your  eyes  are  a 
nan  airborne  early  warning 
1  aboard  a  canier-based 
nan  E-2C  aircraft  called  the 
)ye. 

.'s  the  only  system  that  from 
:ude  of  30,000  feet  can  detect 
any  object  that  moves  or 


generates  a  signal  on  126,000  square 
miles  of  the  earth's  surface  and  in 
the  air  above  it. 

The  Hawkeye  is  packed  with 
electronic  sensors,  displays,  com- 
puters and  communications  equip- 
ment. All  integrated,  furnished  with 
over  100,000  words  of  computer 
instructions,  and  given  wings  by 
Grumman.  And  as  electronic  compo- 
nents shrink,  Grumman  is  refining 
the  Hawkeye  system  to  do  even 
more  and  do  it  better  over  a  longer 
period  of  time. 

The  all-seeing  vision  of  the 
E-2C  is  evidence  that  an  aircraft's 
performance  in  a  mission  depends 
on  the  performance  of  its  electronic 
systems.  That's  why  half  the 


engineers  at  Grumman  are  specialists 
in  electronics. 

We  use  our  electronic  resources 
to  continually  sharpen  the  detection 
capability  of  the  Hawkeye.  And  to 
sharpen  the  claws  of  Grumman 's 
combat  planes.  Result:  aircraft  that 
are  more  cost-effective.  Less  subject 
to  obsolescence.  More  dependable. 
And  able  to  perform  missions  no 
other  planes  can  perform. 


Only  GRUMMAN. 


GRUMMAN 


"Bring  all  th 
in  magnificen 


xxrts  together 
larmony" 


HEART  OF  C&C:  Beethoven  described  it  190  years  ago. 


When  you  listen  to  Beethoven,  you  can 
hear  the  harmony  at  the  heart  of  the  concept 
that  NEC  calls  C&C,  for  the  integration  of 
computers  and  communications. 

Because  at  NEC 
we  have  always  known 


microwave  or  satellite  transmission  links. 

Our  products  are  strong  individual 
performers.  Combined  they're  even  better. 
They  interface  smoothly  with  other 
suppliers'  equipment,  so  it's  easy  to  form 
the  exact  ensemble  you  need. 


that  managing  infor- 
mation takes  more  than 
computers  or  communi- 
cations alone.  To 
orchestrate  the  modern 
office,  you  need  both, 
Jrn^  working  together  as 


And  we  don't  just  believe  in  perfor- 
mance. We  back  it  up  with  leadership  on 
every  level:  from 
microchips  to 


a  unified  whole. 


That's  why  our  remarkable  NEAX  2400 
IMS  is  more  than  a  powerful  digital  PBX. 
This  total  Information  Management  System 
can  take  an  office  full  of  diverse  systems 
and  turn  them  into  a  joyful     j       — . 
chorus.  Its  talents  embrace 
not  only  voice,  but  data,  text 
and  image  as  well.  On  any 
scale  you  need. 

Linked  up  with  a 
NEAX  2400,  our  APC  and 
ASTRA  Series  computers 
aren't  just  superb  business 
machines.  They're  perfectly 
matched  to  our  D,erm  digital 
telephones.  Our  BIT  Series 
fax  terminals,  cellular  mobile 
telephones  and  teleconference  systems 
can  also  be  easily  integrated  with  NEAX 
2400.  In  networks  with  fiber  optic, 
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supercomputers 
and  global 
communication 
networks. 
No  other 
supplier  , 
offers  our 
broad  and 

balanced  expertise,  not  only  in  computers 
and  communications,  but  in  semiconductors 
and  other  electronic  components  as  well. 

If  you  like  the  sound  of  perfect  harmony 
and  would  like  to  learn  more  about 
our  full  range  of  office  products, 
please  drop  us  a  line  or 
give  us  a  call.  S 


NEC  America,  Inc. 
Corporate  Marketing 
8  Old  Sod  Farm  Road 
Melville,  N.Y.  11747 
Tel.  (516)  753-7000 


NEC 


CaC 

Computers  and  Communications 


Careers 


Edited  by  William  G.  Flanagan 

Careers  in  horticulture  are  nothing  to 
sneeze  at.  Six-figure  incomes  arent  un- 
known, the  work  is  pleasant  and  reward- 
ing and  there  is  still . . .  ummm  . . .  plenty 
of  growth  ahead. 

Budding 
opportunities 


By  Jill  Andresky 

When  23-year-old  Rick  Shil- 
ling was  growing  up  in  sub- 
urban Baltimore,  he  mowed 
lawns  and  raked  leaves  for  pocket 
money.  But,  unlike  many  kids,  he 
never  outgrew  his  love  of  outdoor 
work.  After  high  school  he  took  a  job 
as  an  assistant  foreman  for  a  local 
landscaping  firm,  then  studied  at  the 
prestigious  horticulture  training  pro- 
gram at  Philadelphia's  Longwood 
Gardens. 

Now,  two  years  later,  he  is  the  head 
gardener  of  an  85-acre  conference  cen- 
ter in  Baltimore  owned  by  the  Ameri- 
can Chemical  Society.  He  earns 
around  $20,000  a  year — "more  than  I 


ever  dreamed  of  asking  for."  His  re- 
sponsibilities include  designing  and 
landscaping  ACS  sites  in  Baltimore 
and  Washington,  D.C.  And  although 
he  loves  his  job,  he  hopes  to  set  up  his 
own  commercial  gardening  service 
within  five  years,  a  goal  that  could 
earn  him  a  six-figure  income. 

Welcome  to  the  world  of  horticul- 
ture, one  of  the  least-publicized 
growth  professions  of  the  1980s. 
Newly  minted  horticulture  graduates 
can  expect  to  receive  four  or  five  job 
offers  from  nurseries,  gardening  ser- 
vices, municipalities  and  large  corpo- 
rations, with  starting  salaries  pegged 
around  $18,000  a  year.  "There  were 
always  50  to  75  jobs  listed  on  Long- 
wood    Gardens'    careers  bulletin 

Michael  NichokMagnum 


board,"  recalls  Shilling,  "even  thou 
there  were  only  14  of  us  studer 
graduating  over  the  two-year  perioc 

Why  the  strong  demand?  In  part  i 
because  two-career  couples  have  h 
time  to  spend  on  their  lawns  and  g; 
dens,  and  so  they  tend  to  hire  proff 
sionals.  The  industrial  market,  tc 
has  blossomed:  "When  I  started  oi 
35  years  ago,  your  choices  were  woi 
ing  for  either  a  botanical  garden, 
private  estate,  a  city  or  a  commerc: 
landscaper,"  says  Roy  Thomas,  t 
director  of  horticulture  at  Rocki 
sorts,  Inc.,  which  is  based  in  Ne 
York  City.  "Now  there  are  opportui 
ties  at  office  parks,  at  shopping  ce 
ters,  hotels  and  resorts,  hospitals  ai 
much  more." 

Ironically,  most  horticultu 
schools  cannot  attract  enough  app 
cants  to  keep  up  with  job  demar 
"Parents  and  career  counselors  ju 
don't  seem  to  be  aware  of  how  gre 
the  opportunities  are  in  this  field 
says  Ronald  Regan,  director  of  the  c 
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sa  Stamm,  student,  riding  with  Longwood  Gardens  instructor  Harold  Taylor 
is  in.es  s  to  be  learned  from  the  roots  up. 


:ental  horticulture  department  at 
fornia  Polytechnic  State  Univer- 
which  offers  a  four-year  program 
a  bachelor's  degree  in  horticul- 
.  "Last  year  we  had  80  graduates 
over  330  job  offers." 
bs  themselves  are  diverse.  Roy 
mas,  who  has  one  of  the  more 
lorous  jobs  in  the  profession, 
ids  eight  months  a  year  traveling 
aneel  Bay  and  Rockresorts'  other 
try  getaways.  He  oversees  the 
ter  plans  of  landscape  architects, 
rell  as  planting,  maintenance,  in- 
control  and  other  routine  tasks, 
e  job  is  more  gratifying  than  I  ever 
;>ined,"  he  emphasizes.  "It's  my 

illiam  Arman,  a  vice  president 
branch  manager  at  Environmen- 
tal, Inc.,  a  California  landscape 
ntenance  firm,  started  out  as  a 
ener.  Now  he  trains  specialists  to 
for  large  commercial  sites,  mu- 
pal  grounds  and  residential  com- 
rities.  "We  can't  fill  the  jobs  fast 


enough,"  he  notes.  The  prospects? 
Branch  managers  currently  earn  be- 
tween $45,000  and  $80,000  a  year, 
depending  on  the  size  of  the  branch. 

For  would-be  entrepreneurs,  oppor- 
tunities are  also  promising.  "You  can 
start  your  own  horticulture  business 
with  a  pickup  truck  and  a  garage,  or 
some  land  to  use  for  growing  prod- 
ucts," says  John  Martin,  chairman  of 
the  ornamental  horticulture  depart- 
ment at  Delaware  Valley  College  in 
Pennsylvania,  which  has  a  four-year 
program.  "About  half  our  students 
choose  to  minor  in  business,  and 
many  hope  to  start  up  their  own  com- 
panies one  day." 

Two  years  ago  Donna  George  Taba- 
tabai  did  just  that,  after  being  graduat- 
ed from  Delaware  Valley  with  a  horti- 
culture degree.  She  borrowed  money 
from  a  local  bank  to  set  up  a  flower 
shop  in  Lahaska,  Pa.,  a  prime  vacation 
spot.  "Right  now  I  do  everything — the 
ordering,  designing  floral  arrange- 
ments, waiting  on  customers  and  also 


Student  Linda  Bild  at  Longwood 
The  fuchsia  is  now. 


taking  care  of  my  baby,"  she  says.  "I 
still  can't  pay  myself  a  regular  salary, 
but  I'm  very  hopeful.  A  successful 
flower  shop  earns  several  hundred 
thousand  dollars  a  year." 

Still,  for  all  the  earning  potential, 
most  horticulturists  agree  that  it  is 
love,  not  money,  that  attracted  them 
to  the  profession.  Todd  Cutting,  a 
technical  service  representative  at  As- 
grow  Seed  Co.,  supervises  the  field 
testing  of  new  vegetable  hybrids  at 
farms  from  Minnesota  to  Maine.  "I 
always  knew  I  wanted  a  job  that 
would  keep  my  fingers  in  the  soil,"  he 
says.  "I'll  never  be  rich" — he  current- 
ly earns  about  $35,000,  with  14  years' 
experience— "but  I'm  as  happy  with 
my  job  as  a  guy  could  be." 

Like  Rick  Shilling,  many  horticul- 
turists make  up  their  minds  early  to 
enter  the  field.  "But  we  also  get  a  fair 
number  of  career  changers  who  are 
burned  out  from  corporate  jobs,"  says 
Delaware  Valley's  Martin. 

Anita  Roselle  turned  to  horticul- 
ture after  a  variety  of  jobs,  which  in- 
cluded being  a  broker  at  Dean  Witter. 
"I've  loved  and  grown  plants  all  my 
life,  so  I'm  certain  this  is  the  right 
field  for  me,"  she  says. 

Because  the  work  is  physically  de- 
manding, horticulture  programs 
stress  the  need  for  real-life  experi- 
ence. Longwood  Gardens,  for  one,  re- 
quires all  student  applicants  to  have 
spent  at  least  a  year  in  the  field.  Oth- 
ers, such  as  California  Polytechnic 
State  University,  urge  students  to  toil 
at  three-  or  six-month  internships 
with  landscape  firms,  botanical  gar- 
dens and  the  like  before  graduation. 

A  good  deal  of  the  schooling  at  uni- 
versities and  botanical  gardens  takes 
place  outside  the  classroom.  At  Dela- 
ware Valley  College  students  learn 
how  to  ball  and  burlap  trees,  how  to 
prune,  how  to  sow  seeds  for  a  lawn, 
and  much  more.  At  Longwood  Gar- 
dens students  spend  25  hours  a  week 
working  in  conservatories  and  green- 
houses on  tasks  such  as  pest  identifi- 
cation and  control,  transplanting  and 
floral  display. 

That  emphasis  on  work  experience 
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THE  PEOPLE  AND  PLACES  OF  W.ESTIN. 
CARING.  COMFORTABLE.  CIVILIZED. 


v. 


WlZSTLN. 

LiOT!£LS  cL  LUCIUS 


in  someone  who  is  not 
unhappy  at  the  thought  of  the 
unexpected  request,  but 
welcomes  it  as  a  challenge 
to  be  faced  and  overcome  along 
the  course  of  an  adventurous 

day.  That  person  can  be 
found  at  every  Westin  hotel. 


Here  is  one  who  knows 
what  is  best  and  by  what  arts 
it  may  be  secured:  the 
ticket,  the  transport,  the 
improbable,  the  impossible. 
Expert  at  those  phases  of  energy 
known  as  instinct  and  intuition, 
successful  in  invention, 
quick  in  emergencies, 
those  who  deliver  concierge 
services  at  Westin  are  another 
dividend  that  makes  of  your 
stay  just  what  it  ought  to  be. 
Caring.  Comfortable.  Civilized. 


ACAPULCO  ■  ATLANTA  ■  BOSTON  ■  CALGARY    CANCUN  •  CHICAGO 
CINCINNATI  •  DALLAS  •  DENVER     DETROIT  '  EDMONTON  •  EL  PASO  •  FORT 
LAUDERDALE    GUADALAIARA    GUATEMALA  CITY  ■  HOUSTON  ■  ISLAND  OF  HAWAII  •  IXTAPA 
JOHANNESBURG  •  KANSAS  CITY  ■  KAUAI  •  KOWLOON  ■  KYOTO    LOS  ANGELES  •  MANILA  •  MANZANII 
MAUI  •  MAZATLAN  •  MEXICO  CITY     NEW  ORLEANS  •  NEW  YORK  •  OAHU  •  ORANGE  COUNTY  ■  OTTAWA  • 
PITTSBURGH  •  PORTLAND  •  PUERTO  VALLARTA  •  PUSAN  ■  SALT  LAKE  CITY  ■  SALTILLO  ■  SAN  FRANCISCO  •  S 
SALVADOR  ■  SEATTLE     SEOUL     SINGAPORE     STAMFORD  •  TOKYO  ■  TORONTO  •  TUCSON 
TULSA  •  VAIL  •  VANCOUVER  ■  WASHINGTON.  DC  ■  WINNIPEG 


Call  your  travel  consultant  or  800-228-3000. 


e  National  Theatre  ■  Washington,  D.C. 


keeps  horticulture  graduates  market- 
able and  also  improves  the  likelihood 
that  they'll  remain  in  the  field.  Cali-' 
fornia  Polytechnic  State  University 
has  found  that  about  85%  of  its  gradu- 
ates stay  in  the  profession,  usually 
working  in  nurseries  or  the  landscape 
industry.  Over  10%  of  recent  gradu- 
ates started  their  own  businesses. 

It  often  surprises  people  outside  the 
profession  that  horticulture  students 
also  spend  a  good  bit  of  their  time  in 
textbook  study,  especially  on  subjects 
like  botany,  organic  chemistry,  plant 
physiology  and  genetics.  "Science  is 
very  involved  in  what  we  do,"  says 
Cal  Poly's  Regan.  "Just  look  at  the 
golf-course   industry   alone — you've 


got  to  understand  fertilizers,  herbi- 
cides, pesticides  and  so  on,  to  be  able 
to  figure  out  how  to  care  for  the  turf." 

What  about  plant  lovers  not  inter- 
ested in  science?  "They  can  still  do 
well  in  the  field,  but  probably 
shouldn't  go  the  university  route," 
says  Shirley  Munson,  associate  pro- 
fessor of  horticultural  science  at  the 
University  of  Minnesota.  "Vo-tech 
programs  at  community  colleges  tend 
to  focus  more  on  hands-on  horticul- 
ture skills,  less  on  scientific  theory." 

Since  their  students  often  have 
management  or  entrepreneurial  goals, 
university  programs  have  begun  sup- 
plementing their  science  and  garden- 
ing classes  with  business  manage- 


ment seminars.  At  California  P 
technic  all  horticulture  students  t 
basic  accounting  and  compi 
courses;  if  they  choose  to  mino: 
business  they  can  study  these  cou: 
at  a  more  advanced  level  and  le 
human  resources  and  organizatic 
management  skills. 

Regardless  of  their  long-term  go 
however,  most  horticulture  gradu; 
start  their  careers  as  junior  gardei 
or  landscapers.  "It's  a  terrible  pun, 
there's  only  one  way  to  learn 
profession,"  says  Roy  Thomas,  ^ 
himself  started  out  with  Rockres< 
as  a  lowly  ground  superintend' 
"That's  from  the  ground — I  mean 
roots — up."  ■ 


Personal  Affairs 


By  Kerry  Hannon 


With  interest  rates  sagging,  bond  buyers 
face  tough  choices.  How  about  a  variable- 
rate  bond  guaranteed  to  pay  at  least  7.5%? 
No  wonder  they've  been  selling  like  VCRs. 


Surging  savings 
bonds 


Savings  bonds  are  now  sue 
hot  deal  that  Uncle  Sam  is  p 
tically  selling  them  wrappei 
plain  brown  paper. 

Right  now  some  23  million  Am 
cans  own  a  record  level  of  the  boi 
$81  billion  worth.  And  they  are  k 
ing  at  a  record  rate.  Sales  for  fi: 
1986,  which  ends  in  September, 
expected  to  total  $6  billion.  That  i: 
$1  billion  from  last  year,  and  it's  c 
ble  the  amount  sold  in  1982. 

Investors  are  not  only  buying  m 
but  they  are  also  holding  their  bo 
longer.  Redemptions  declined  11^ 
the  first  half  of  fiscal  1986,  to  $: 
billion. 

Things  certainly  are  looking  bri 
for  the  grand  old  bond  that  hel 
finance  the  World  War  II  defense 
fort.  But  the  9.7  million  Americ 
who  buy  7.6  bonds  annually  aren' 
it  just  to  keep  the  country  strong. 

It's  falling  interest  rates,  of  cou 
that  have  made  series  EE  Savi 
Bonds  something  more  than  stocki 


Average 


yearly  sales  volume  (Sbillions)  r  ^ 


Buying  stock 
in  America 

I  Sales  of  EE  bonds  were  sagging 
until  1982,  when  the  Treasury 
changed  the  formula  for  calcu- 
lating interest.  The  rate  is  now 
variable,  but  cannot  drop  below 
7.5%  if  you  hold  the  bond  at 
five  years — which  ac- 
ts for  the  bond's  current 
popularity.  The  bonds  are  now 
'      .  "  <h.?n  ever. 
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THE  NEW  NISSAN 300 ZX 

PACE  CAR  FOR  THE 
PERFORMANCE 
GENERATION. 


NISSAN 


very  few  automobiles  have  generated 
he  excitement  and  emotional  involvement 
f  the  Z-car.  It  was  not  surprising  then,  to  read 
hat  Motor  Trend  Magazine  called  the  300  ZX, 
the  best  all-around  z-car  ever  built." 

And  now,  Nissan  has  taken  one  more  step 
l  the  thoughtful  evolution  of  this  classic. 

At  the  heart  of  this  z  is  one  of  the  most 
schnologically  advanced,  3-liter,  V-6  engines 
i  the  world.  Track  proven,  this  sophisticated 
esign  includes  computerized  electronic 
lulti-port  fuel  injectionand  high-power,  hemi- 
tiaped  combustion  chambers.  The  turbo 
lodel  puts  out  a  rousing  200  horsepower, 
i/hen  you  combine  the  rigid,  lightweight 


powerplant  of  the  300  ZX  with  electronic 
adjustable  shocks,  the  result  is  startling. 

Outside,  fender  flares,  housing  wider 
tires,  are  integrated  into  the  body.  The  air 
dam  is  extended  and  rocker  panel  extensions 
reduce  air  turbulence.  All  this,  plus  a  wider 
track  results  in  better  handling  than  ever. 

inside,  a  choice  of  electronic  or  analog 
instrumentation  along  with  every  conceiv- 
able luxury,  including  a  resounding  80-watt, 
6-speaker  stereo  system. 

The  300  ZX,  turbo  or  fuel  injected.  Once 
you  get  inside  a  z,  a  z  will  get  inside  of  you. 


THE  NAME  IS  NISSAN 


stuffcrs  for  your  kids.  EE  bonds  pay  a 
minimum  of  7.5% .  The  rate  is  figured 
at  85%  of  the  five-year  Treasury  secu- 
rities, adjusted  every  six  months. 
Right  now  EEs  pay  just  over  7%,  but  if 
they  average  below  7.5%  when  you  go 
to  cash  them  in,  the  Treasury  will 
make  up  the  difference,  as  long  as  you 
have  held  them  at  least  five  years. 

Yet  should  interest  rates  turn 
around,  the  rate  on  an  EE  automati- 
cally goes  up — as  the  five-year  Trea- 
sury securities  rise.  This  protection 
on  the  downside  and  potential  on  the 
upside  is  yours  if  you  hang  on  to  them 
for  at  least  five  years. 

Savings  bonds  haven't  always 
looked  so  good  compared  with  other 
investments,  of  course.  From  the  late 
1970s  through  the  early  1980s,  they 
paid  relatively  low  fixed  rates.  Sales 
fell  and  redemptions  mounted.  At  the 
close  of  1981  the  EEs  outstanding 
stood  at  only  $68.2  billion. 

But  the  Treasury  Department  over- 
hauled the  system  in  November  1982, 
when  the  yields  were  switched  from  a 
low  fixed  rate  to  the  current  market- 
based  formula.  (The  average  rate  paid 
on  EEs  since  then  has  been  over  9%.) 

Public  awareness  of  the  spruced-up 
bonds  has  come  slowly,  however.  A 
Gallup  poll  conducted  in  1983 
showed  that  only  8%  of  the  people 
surveyed  knew  that  savings  bonds 
had  changed.  By  the  end  of  last  year 
that  percentage  had  increased,  but 
only  to  30%. 

To  increase  the  American  public's 
awareness  of  U.S.  Savings  Bonds,  this 
year's  advertising  program  touts  the 
financial  benefits  of  buying  the  bonds, 
not  patriotism. 

Let's  review  exactly  what  those  fi- 
nancial benefits  are.  In  addition  to  the 
guaranteed  minimum  and  market- 
based  rates,  no  state  and  local  taxes 
are  due  on  the  interest  accrued,  and 
federal  taxes  are  deferred  until  re- 
demption. Those  tax  benefits  can  be 
significant.  For  example,  if  you  are  in 
the  50%  tax  bracket  and  live  in  a  state 
with  a  6%  annual  income  tax  rate, 
you  would  need  a  fully  taxable  yield 
of  9.45%  to  equal  the  EE  bonds'  7.5% 
minimum,  assuming  they're  held  for 
ten  years. 

What's  more,  there  are  no  commis- 
sions or  handling  fees  when  you  pur- 
chase or  redeem  bonds  through  a 
bank,  savings  institution,  the  Federal 
Reserve  bank,  Bureau  of  the  Public 
Debt  or  a  payroll  savings  plan. 

Note:  Sales  of  EE  bonds  in  all  de- 
nominations have  been  brisk;  getting 
your  hands  on  the  bond  of  your  choice 
may  mean  having  to  place  an  order 
with  your  bank  or  other  institution 
ind  waiting  for  the  certificate  to  be 


mailed  to  you.  (It  will  be  dated  the  day 
you  order  and  pay  for  the  bond,  how- 
ever, even  though  you  may  have  to 
wait  up  to  a  week  for  the  actual  bond 
to  be  sent  to  you.) 

If  you  simply  cannot  wait — if  the 
bond  is  intended  as  a  gift,  for  exam- 
ple— yisit  the  nearest  branch  of  the 
Federal  Reserve  Bank,  which  supplies 
the  banks  and  other  institutions. 

Before  you  buy,  remember  that  pen- 
alties are  stiff  if  you  have  to  cash  in 
your  EE  bonds  early.  If  you  cash  in  an 
EE  in  the  first  12  months,  you  will  get 
less  than  5%.  The  rate  goes  up  to 
5.5%  after  one  year  and  an  additional 
0.25%  each  six  months  thereafter. 

The  bonds  are  available  in  all 
sizes — from  $50  to  $10,000  in  face 
value.  (You  pay  half  the  face  value 
when  you  buy.  I  But  there  are  limits. 
You  can  invest  only  $15,000  yearly, 
which  buys  $30,000  in  savings  bonds 
at  face  value. 

"Like  an  Individual  Retirement  Ac- 
count, savings  bonds  are  designed  for 
the  long-term,  small,  private  saver  to 
supplement  retirement  income  or  pay 
for  a  college  education,"  says  Edward 
Guss,  deputy  executive  director  of 
U.S.  Savings  Bonds.  "There  are  no 


large  block  holdings." 

Despite  the  fact  that  EE  bonds 
already  tax-advantaged,  it  has 
curred  to  more  than  a  few  inves 
that  they  could  be  ideal  for  IRA 
counts.  Sorry.  It's  not  currently 
lowed.  "We  are  not  trying  to  mai 
in  the  IRA  area.  We  are  leaving  tha 
the  private  sector,"  says  Guss. 

The  Series  EE  Savings  Bond  mus 
redeemed  after  ten  years,  but  1 
does  not  have  to  be  the  end  of  the  r 
for  setting  aside  income  that  is 
from  state  and  local  tax  and  has 
benefits  of  deferred  federal  tax  on 
interest  that  has  piled  up.  Series 
bonds  can  be  purchased  in  excha 
for  mature  EEs,  provided  the  amo 
is  at  least  $500.  HHs  pay  feder; 
taxable  interest  semiannually  a 
fixed  rate  of  7.5%  but  can  be  held 
an  additional  ten  years,  meaning  j 
can  still  postpone  paying  federal 
on  what  the  EEs  have  earned  for 
additional  ten  years.  HH  bonds 
issued  and  redeemed  at  face  value 
course,  and  there  is  no  limit  on 
amount  of  EE  bonds  that  can  be 
changed  for  HHs. 

It  can  make  a  lot  of  sense  to  "T; 
stock  in  America." 


There  are  no  sure  bets  on  Wall  Street.  Bi 
there  are  hedged  bets.  Here's  what  the  sma 
guys  do  to  shield  their  gains. 


Safety  first 


By  Diary  Kurtz 


CONGRATULATIONS.  Your  Stock 
portfolio  is  thick  with  big  gainers. 
But  can  you  protect  your  paper  profits 
without  cashing  in  your  chips?  Or 
somehow  freeze  your  short-term 
gains  until  the  six-month  holding  pe- 
riod has  elapsed  and  they  become  long 
gains  and  thus  taxed  less  heavily? 
Many  individual  investors,  especially 
newcomers,  are  getting  nervous;  and 
well  they  should  be.  But  you  don't 
have  to  go  naked. 

Here  are  some  strategies  you  can 
use  to  hedge  your  bets.  They  are  strat- 


egies professionals  have_  been  us 
for  years,  but  your  own  broker  is  i 
likely  to  suggest  them.  Why? 

Explains  Robert  Antler,  first  v 
president  and  portfolio  manager 
E.F.  Hutton:  "They  want  to  see  t 
thing  go  higher.  They  don't  want 
have  to  explain  to  their  clients  w 
they  got  out  prematurely." 

The  most  obvious  hedging  strati 
is  to  place  stop  orders  on  your  he 
ings — instructions  to  your  broker 
sell  your  holdings  automatics 
when  and  if  they  go  down  to  cert 
levels. 

There  is  nothing  especially  trie 
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Hartmann  presents  a  strong  case, 

for  your  next  case. 


And  you  don't  have  to  be  a 
lawyer  to  need  one.  You  can  be 
an  executive.  A  sales  executive. 
A  rising  executive.  A  junior  exec- 
utive. Or,  yes,  a  lawyer. 

You  see,  the  evidence  sug- 
gests that  whatever  you  need  to 
carry  will  be  better  carried  in  a 
Hartmann.  Because  it  will  be 
fully  protected,  and  neatly  orga- 
nized. And  all  that  will  help  you 
make  a  good  impression. 
Quite  simply,  Hartmann  is 
^  dedicated  to  building 
the  best  case.  With 
the  best  leathers. 
The  best  tweed. The 
best  vinyl.  And  the 
best  locks. 

Hartmann.  No 
one  builds  a  better 
case. 


We  don't  cut  corners.™ 


TEFLON*  water  &  stain  repeller       Send  for  a  list  of  your  nearest  Hartmann  dealers,  Dept.  5131      ©  1986  Hartmann  Luggage,  Lebanon,  Tennessee  37087 


about  stop  orders,  as  long  as  the 
stock  is  traded  on  a  major  ex- 
change. (In  most  cases,  you  can't 
place  a  stop  order  on  an  o-t-c 
stock.)  A  phone  call  to  your  full 
service  or  discount  broker  is  all  it 
takes,  and  the  only  cost  is  the 
regular  commission  when  the 
stock  is  finally  sold. 

But  you  have  to  set  the  stop 
price  with  care.  "The  problem  is, 
most  individuals  tend  to  place 
their  stops  very  close  to  the  mar- 
ket when  the  market  is  low,  so 
the  slightest  reaction  takes  them 
out.  Conversely,  when  the  mar- 
ket is  up  a  lot  they  give  them- 
selves so  much  room  that  they 
wind  up  taking  a  fairly  good 
chunk  out  of  the  stock  price  be- 
fore the  stop  is  triggered,"  says 
Michael  Aronstein,  senior  invest- 
ment strategist  at  Merrill  Lynch. 

Most  experts  agree  that  placing 
a  stop  order  with  your  broker  at  a 
price  10%  below  market  is  about 
right,  maybe  15%  if  it's  a  volatile 
issue. 

Another  strategy  for  locking  in 
gains  involves  options.  You  re- 
member how  options  work,  of 
course.  The  purchase  of  a  put  op- 
tion gives  you  the  right,  but  not 
the  obligation,  to  sell  a  stock  at  a 
predetermined  strike  price  for  a 
set  period  of  time,  until  expira- 
tion. If  your  stock  goes  down,  you 
lose  on  the  underlying  security 
but  make  up  the  difference  by 
exercising  the  put— selling  it  to 
someone  else. 

Of  course,  if  the  stock  goes  up, 
your  gains  will  be  reduced  by  the 
cost  of  the  put. 

Although  puts  provide  effec- 
tive insurance,  insurance  doesn't 
come  free.  Warns  John  Markese,  di- 
rector of  research  at  the  American 
Association  of  Individual  Investors, 
"If  you  did  this  all  the  time,  it  would 
eat  up  your  profits." 

Selling  call  options  on  stocks  in 
your  portfolio  is  another  way  to  hedge 
your  bets  or  make  some  additional 
profits  on  stocks  while  you  own 
them,  even  if  the  market  price  stands 
still.  The  buyer  of  a  call,  you'll  re- 
member, has  the  right  to  buy  your 
stock  at  a  set  price.  If  your  stock  falls, 
the  buyer  will  not  exercise,  of  course, 
and  the  premium — the  cash  you  re- 
ceive on  the  call — at  least  cushions 
the  drop  in  market  value.  But  selling 
calls  does  not  offer  the  true  safety  that 
buying  puts  does.  And  if  the  stock 
price  rises,  you  have  to  buy  back  the 
call  at  a  higher  premium  or  be  pre- 
pared to  deliver  the  appreciated  stock. 

There  are  other  reasons  for  using 


options  sparingly.  The  IRS  has  taken  a 
lot  of  the  bloom  from  options.  With 
the  passage  of  the  1984  tax  bill,  Con- 
gress tried  to  close  loopholes  whereby 
traders  were  able  to  use  options  to 
turn  short-term  gains  into  long-term, 
and  create  short-term  losses  in  the 
process.  The  result  is  some  extremely 
complex  and  often  imprecise  tax  law. 

"You  may  end  up  with  short-term 
gains  when  you  thought  you  had  long- 
term  gains,  loss  of  interest  deductions 
and  no  deductions  for  a  loss  until  you 
sell  the  security  for  a  gain  on  the  other 
side  of  your  position,"  says  Steven 
Oppenheim,  senior  tax  partner  at  Op- 
penheim,  Appel,  Dixon  &  Co.,  a  Wall 
Street  accounting  firm.  "The  minute 
that  you  engage  in  anything  more 
complex  than  buying  or  selling  secu- 
rities, you're  in  a  whole  morass  of 
complications." 

Moral:  Forget  about  options  unless 


you're  prepared  to  plan  yc 
moves  very  carefully  with  t 
counsel  of  your  accountant. 

Another  strategy  for  individi 
investors  involves  what  is  kno\ 
as  selling  short  against  the  be 
You  own  100  shares  of  Fede 
Express,  say,  and  you  want 
cash  in  your  chips  but  also  put 
the  taxable  profit  until  next  ye 
So  you  keep  your  100  shares  a 
sell  another  100  shares  short, 
the  stock  price  sinks,  you'll  ma 
on  your  short  position  what  y 
lose  on  your  long  position.  If  t 
stock  stays  even  or  goes  up,  yot 
close  out  your  short  position  a 
loss  but  take  profits  from  selli 
the  long  position.  As  a  way 
deferring  a  capital  gain,  the  tec 
nique  works. 

Be  careful,  though:  If  y 
haven't  held  the  long  stock  : 
more  than  six  months,  any  eve 
tual  loss  or  gain  on  either  the  lo 
or  the  short  side  will  be  cons 
ered  short  term.  If  you  have  h< 
it  more  than  six  months,  the  gj 
or  loss  on  the  long  position  w 
be  long  term,  no  matter  when  y 
dispose  of  the  short  position. 

Yet  another  method  for  he< 
ing  involves  index  options,  li 
the  Chicago  Board  Options  I 
change's  S&P  100  or  the  Ni 
York  Stock  Exchange  compos 
index.  Money  managers  buy  pv 
and  calls  on  the  indexes  to  hec 
their  portfolios,  just  as  investi 
hedge  with  individual  stock  ( 
tions.  But  although  index  optic 
are  open  to  individuals,  o 
should  use  them  sparingly. 

First  you  have  to  find  an  ind 
that  mirrors  your  basket  of  stoc 
in  price  movement  and  marl 
value,  or  the  hedge  won't  be  preci 
maybe  the  options  will  rise,  but  yc 
particular  stocks  won't,  for  examp 
Too  close  a  correlation,  though,  a 
be  warned:  The  Internal  Revenue  S 
vice  could  penalize  you  under  t 
anti-straddle  rules. 

What  if  your  paper  profits  are 
mutual  fund  shares?  Any  way 
hedge  those  gains?  You  could  try  : 
deX  put  options,  but  if  you  don't  wa 
tc  fuss  with  that,  forget  it;  you  ca 
really  hedge  mutual  funds.  After  c 
that's  what  you  pay  your  fund  man; 
er  for.  If  the  manager  is  really  earni 
his  keep,  he  will  protect  you  in  be 
up  markets  and  down  markets.  Y 
can  check  on  consistency  of  perfi 
mance  by  the  funds  through  readi 
Forbes'  annual  mutual  fund  issue, 
picking  funds  that  tend  to  do  well 
both  kinds  of  markets,  you  are  eng; 
ing  in  a  kind  of  hedging.  ■ 
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In  coveralls  or  pinstripes, 
the  team  to  beat  is  Penske  and  Rolex. 


1  a  speedway  or  in  a  board- 
3m,  winning  is  what  Roger 
nske  does  best. 

In  the  early  Sixties,  he  was 
e  of  the  country's  leading  pro- 
;sional  road-racing  drivers.  By 

2  time  he  was  25,  Penske  had 
>n  so  many  races  he  was  twice 
med  driver  of  the  year. 

But  his  greatest  victories 
ve  been  won  in  pinstripes.  To- 
y  he  is  president  and  chief  ex- 

Dale.  Oyster  Perpetual.  President  are  trademarks 


ecutive  officer  of  Penske 
Corporation,  a  half-billion-dollar 
transportation  services  con- 
glomerate. 

He  steered  it  from  a  single 
auto  dealership  to  a  corporation 
employing  3200  people  in  32 
states  and  England. 

However,  the  name  on  the 
executive  suite  still  carries  off  the 
checkered  flag.  Penske  person- 
ally manages  the  racing  team  he 


founded.  The  one  that  domi- 
nates the  record  books  for  Indy- 
class  competition  today. 

A  man  who  prevails  over 
every  challenge  and  exceeds  each 
demand  for  exacting  perfor- 
mance, Roger  Penske  is  unique 
in  his  universe. 

How  well-teamed,  indeed, 
the  man  is  with 
his  timepiece. 
Rolex.  ^ 

ROLEX 


crpetital  Chronometer  in  1H  kt .  gold  and  matching  President  bracelet. 

Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  940,  Rolex  Building,  665  Fifth  Avenue,  New  York,  N.Y.  10022.  € 
World  Headquarters  in  Geneva.  Other  offices  in  Canada  and  major  countries  around  the  world. 


1985. 


•ogress,  intelligently  planned. 
That's  how  the  dictionary  de- 
les  telesis.  Today,  one  of  history's 
dramatic  examples  of  telesis  is 
ding,  as  China— under  the  leader- 
jf  Deng  Xiaoping— makes  its 
est  leap  yet  towards  a  free  market 
is  goal:  to  bring  China  into  the 
century— before  the  21st.  In  a 
n  that  holds  nearly  one-quarter 
;  world's  population,  the  sheer 
litude  of  this  task  is  overwhelming 
1 81,  Deng  Xiaoping  is  digging  in, 
ng  his  own  blend  of  communism 
)rivate  enterprise, 
he  "responsibility  system^'  as 
[  calls  his  new  program,  is  send- 
pples  throughout  China's  once 
ant  economy.  In  the  countryside, 
ints  now  decide  what  and  when 
nt,  and  are  free  to  sell  their  surplus 
!  open  market  once  state  quotas 
been  met.  Since  1979,  when 
nment  controls  were  eased,  rural 
;  standards  have  more  than 
led,  and  once-drab  villages  have 
ne  diverse  centers  of  local  trade, 
i  the  cities,  Deng's  new  strategy 
lizes  workers  for  their  company's 
>  and  rewards  them  for  profits, 
urprisingly  profits  are  up. 
nd  everywhere,  for  the  first  time, 
hinese  have  money  to  spend, 
ep  up  with  the  growing  demand, 
tely-owned  businesses  are  spring- 
p  all  over— from  motorcycle 
ies  and  appliance  stores  to  res- 
nts  and  even  banks, 
[any  call  Deng's  program  of  eco- 
c  reform  the  "second  revolution!' 


For  the  little  man  once  denounced  by 
Mao  as  a  "capitalist  roaderf  however, 
it  is  simply  a  matter  of  pragmatics: 
"It  doesn't  matter  whether  a  cat  is  black 
or  white!'  says  Deng,  "as  long  as  it 
catches  mice!' 

At  Pacific  Telesis,  we  salute  the 
special  kind  of  progress  made  by  those 
who  don't  look  back  at  what  was,  but 
forward  at  what  can  be. 

Two  years  ago,  the  breakup  of  the 
Bell  System  presented  us  with  the 
massive  task  of  restructuring  our  own 
business.  After  careful  consideration, 
we  determined  that  real  opportunities 
for  long  term  growth  lie  in  our  ability  to 
compete  in  new  lines  of  business  where 
our  skills  and  experience  give  us  a 
competitive  edge.  For  example,  through 
Pacific  Telesis  International,  we're 
marketing  our  telecommunications 
know-how  to  developing  nations,  like 
China,  where  building  better  commu- 
nications systems  is  a  key  priority. 

At  Pacific  Telesis,  we're  commit- 
ted to  progress,  intelligently  planned 
in  everything  we  do.  That's  why  an 
investment  in  Telesis  is  an  investment 
in  progress. 

To  find  out  more  about  us,  write 
Michael  McGreevy  Director,  Investor 
Relations,  140  New  Montgomery, 
San  Francisco,  CA  94105. 

PACIFICg»TELESIS 

Group 

Pacific  Bell  PacTel  InfoSystems  Pacific  Telesis  International 
Nevada  Bell  PacTel  Mobile  Companies  PacTel  Publishing 
PacTel  Communications  Systems  PacTel  Spectrum  Services 


Faces 

Behind  the  Figures 


Kdited  by  Harold  Seneker 


Lots  of  luck,  Saul  Steinberg 


Why  did  Saul  Steinberg,  owner  of 
Reliance  Group  Holdings,  Inc., 
pay  $85  million  through  Reliance  for 
6.3%  of  much-troubled  Long  Island 
Lighting  Co.?  Especially  when  Reli- 
ance itself  is  having  trouble,  having 
earned  $43.4  million  last  year,  down 
from  $47  million  in  1984  and  $71.5 
million  the  year  before  that. 

Steinberg  won't  say,  but  associates 
close  to  him  think  one  reason  may  be 
Wall  Street  investment  adviser  Ste- 
phen M.  Peck,  founding  partner  of  the 


investment  firm  of  Weiss,  Peck  & 
Greer,  who  joined  Reliance  in  January 
along  with  associate  Basil  Regan.  The 
Peck-Regan  style  is  to  emphasize  spe- 
cial-situation stocks  held  in  disfavor 
by  the  public.  Reliance's  stock  portfo- 
lio is  up  substantially  this  year,  while 
cash  is  down  significantly. 

In  beleaguered  Lilco,  Peck  and  Re- 
gan hoped,  pre-Kiev,  to  get  Reliance  a 
much-needed  capital  gains  score. 
Book  value  is  $25  a  share.  Other  utili- 
ty stocks  sell  30%  to  40%  above  book; 


Then  U  t_-ML'nrKTgL-r'rSvgma 


Lilco  shares  were  selling  at  12Vs  p 
Kiev,  or  about  half  of  book.  Po\ 
needs  in  Lilco's  region  are  growi 
and  generating  capacity  will  fall  e 
further  behind  official  minimum 
quirements  through  1990.  T 
meant  Lilco  might  soon  get  pern 
sion  to  start  using  its  controvers 
Shoreham  nuclear  facility — reme 
ber,  regulators  were  not  yet  feel 
pressured  by  last  month's  nuclear 
saster  near  Kiev.  Shoreham,  plus  lc 
er  nonnuclear  fuel  bills,  would  all 
the  board  of  directors  to  consider  re 
stituting  the  common  dividend,  1 
paid  Feb.  1,  1984.  Reliance  looked 
dividends  of  $1  a  share  in  1987,  $1 
in  1988  and  $2  in  1989.  Capitalizec 
today's  7.5%  yield  for  a  typical  gt 
utility,  that's  more  than  double  Ste 
berg's  average  price  of  around  L 
within  three  years  if  that  optimis 
time  table  holds.  And  if  not,  pc 
Kiev?  At  7.5%  Steinberg  could  h; 
gotten  a  far  safer  double  on  his  5 
million  in  just  ten  years  if  he  were 
in  such  a  hurry. — Ben  Weberman 


Watch  out,  Seagram 

As  soon  as  Ernest  W.  Saunde 
chief  executive  of  Guinness  P 
won  one  of  Britain's  biggest  and  m 
dramatic  takeover  battles  last  mon 
he  got  on  a  plane  bound  for  the  L 
He  had  good  reason. 

"Our  business  in  the  U.S.  is  n 
10%  of  our  total  turnover  [volume 
he  told  Forbes  the  day  he  land 
"and  we  want  that  to  become  25% 
soon  as  possible."  The  U.S.  is  imp 
tant  to  him  for  the  same  reason 

Guinness  Pic.  's  Ernest  W.  Saunders 
Exciting  prospect,  to  be  one  of  fix 


Reliance  Group  's  Saul  Steinberg,  with  collectible 

Happiness  is  finding  someone  who  finds  a  stock  that  doubles. 
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Come  to  the  top. 


At  Credit  Suisse,  you  can  have  the  world's  No.  1 
underwriters  working  for  you. 


er  with  our  partner  Credit  Suisse 
oston,  we  are  the  world's  foremost 
1  house,  handling  over  US$60  bil- 
security  issues  annually, 
ly  not  put  the  same  global  clout 
iparalleled  banking  know-how  to 
)r  you?  With  our  unmatched  capi- 


tal commitment  and  worldwide  resources 
at  your  fingertips,  you  can  swiftly  and 
effectively  tap  capital  markets  whenever 
you  need. 

Since  1856  international  corporations 
and  governments  have  relied  on  Credit 
Suisse  for  in-depth  advice,  placing  power, 


capital  placing  and  securities  trading 
both  in  Switzerland  and  abroad. 


Credit  Suisse.  We  do  more  to  keep 
you  at  the  top. 


CREDIT  SUISSE 
CS 


Head  office:  8001  Zurich,  Paradeplatz  8   Offices  in  USA:  New  York    Los  Angeles   Atlanta    Chicago    Houston    Miami    San  Francisco 


Faces 

Behind  the  Figures 


took  on  a  knockdown,  drag-out  fight 
for  Distillers,  Britain's  prize  liquor 
company  (Dewar's  and  Johnnie  Walk- 
er scotch,  Gordon's  gin).  "There  are 
only  going  to  be  five  or  six  major 
producers  of  [alcoholic]  beverages  in 
the  world,"  he  explained,  "and  we 
want  to  make  certain  we  will  be  one 
of  them."  Distillers  plus  Guinness 
(maker  of  the  famous  stout  and  pub- 
lisher of  the  Guinness  Book  of  World 
Records)  produces  an  instant  world 
competitor  with  £2.5  billion,  or  $3.8 
billion,  revenues. 

Saunders  has  already  brought  Guin- 
ness a  long  way.  Summoned  in  1981 
to  fix  the  famous  but  then-ailing  com- 
pany, he  sold  off  an  orchid  farm  in 
Madeira  and  139  other  irrelevant 
businesses,  and  redefined  Guinness: 
"We're  a  consumer  brands  business, 
not  a  beer  producer.  Our  core  business 
is  the  beverage  business."  New  mar- 
keting verve  revived  the  languishing 
Guinness  brand,  while  corporate  sur- 
gery revived  profits  (from  £6.7  million 
in  1981  to  £50.8  million  in  1985). 

Last  year  Saunders  took  a  step  to- 
ward gianthood  by  acquiring  Bell's, 
Britain's  favorite  scotch.  Saunders, 
50,  is  proudly  surveying  a  vast  new 
arena.  His  voice  drops  nearly  to  a 
whisper:  "The  job  I  have  to  do  with 
Distillers  is  a  very  exciting  pros- 
pect"— turning  Distillers  into  an  even 
bigger  global  marketing  success, 
while  giving  it  a  Guinness-size  profits 
boost  in  the  process. — H.S. 


Being  on  both  sides 

Just  because  I  now  sit  on  the  board 
of  directors  and  not  at  the  table  as 
a  union  district  director  doesn't  mean 
that  I  changed  my  goals  in  life.  I  am 
still  there  to  try  to  express  the  work- 
ers' needs  to  the  board  members." 

Paul  Rusen,  at  50  a  former  District 
23  director  for  the  United  Steelwork- 
ers  of  America,  is  now  a  walking  ex- 
periment. He  recently  went  on  the 
boards  of  Wheeling-Pittsburgh  Steel 
Corp.,  Kaiser  Aluminum  &  Chemical 
Corp.,  Bliss/Salem  Corp.  and  Dimco- 
Gray  Co.  (The  latter  two  companies 
are  employee  stock  ownership  plan 
companies- -ESOPs.) 

The  career  union  activist  got  his 
directorships  as  a  result  of  union  bar- 
gaining as  the  steel  industry,  labor 


Steelworkers  union 's  Paul  Rusen 
Working  both  sides  of  the  fence. 

and  management  alike,  struggles  with 
reorganizing  and  surviving.  "There 
are  now  no  private  matters  in  the 
boardroom,"  is  how  Rusen  explains 
establishing  this  precedent.  "There 
can  be  no  privileged  information." 

Rusen  was  a  logical  choice.  He  is  a 
lifetime  union  man  who  retired  early 
in  March  when  he  found  himself  un- 
likely to  rise  higher  in  the  union.  (He 
has  also  started  a  consulting  compa- 
ny— Employee  Ownership  Inc. — to 
help  troubled  companies  that  want  to 


become  ESOPs.) 

Rusen  hopes  to  help  break  down 
traditional   adversarial  relations 
between  workers  and  bosses  in 
U.S.  But  it  seems  even  the  most 
dent  U.S.  union  man,  on  even 
friendliest  of  boards,  has  a  lot  of  sa 
searching  to  do:  "I  do  have  to  be  ca 
ful  not  to  violate  certain  confident 
that  I  share  with  the  chairman  of  1 
company  and  the  head  of  the  uni 
negotiating  committee,"  he  mus 
"At  my  first  board  meeting  I  was  pr 
ty  quiet." — Stanley  W.  Angrist 


Never  mind  the  finish 

Venture  capitalists  like  to  say  th 
bet  on  the  jockey,  not  the  horse 
row  of  big-time,  first-tier  venture  c; 
ital  funds  recently  put  an  $1 1  millii 
bet  on  high-tech  corporate  jockey  i 
len  Michels.  And  they  don't  seem 
care  that  he  has  been  known  to  fade 
the  stretch. 

Michels,  45,  an  ex-Digital  Equ 
ment  and  Intel  marketing  ma 
founded  Convergent  Technologies 
1979.  In  just  six  years  the  maker 
office  workstations  had  revenues 
$395  million.  Convergent  went  pv 
lie  at  $13.50,  climbed  to  over  $40 
1983,  then  wilted  under  poor  manaj 
ment  of  its  too-rapid  growth.  T 
stock  fell  to  $4  and  was  recently  $] 
In  early  1985  Michels,  chastenc 
brought  in  new  management.  In  t 
fall  he  and  a  few  Convergent  Vetera 
founded  Dana  Group  Inc.  Miche 
who  has  sold  all  of  the  million  or 


Dana  Group  s  Allen  Michels 

Better  to  be  out  at  the  middle  than  down  at  the  finish. 
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[he  New  Gold  Coin  Standard. 


le  purest  gold  is  9999  fine. 
Janada's  Gold  Maple  Leaf 
)9  fine  and  is  the  most 

I  bullion  investment  coin 
t  world  today. 

Jnlike  ingots  and  bars, 
>n  investment  coins  are 
tost  convenient  and 
ble  form  of  physical  gold, 
hey  require  no  costly 
before  they  are  resold. 

cost,  unlike  large  400 
e,  100  ounce  and  even  kilo 
places  bullion  investment 

within  reach  of  even 
lost  modest  investors, 
jold  reduces  a  portfolio's 

II  volatility  and  on  a  long- 
basis  increases  its  return, 
when  held  in  modest 


quantities.  A  growing  number 
of  financial  advisors  indicate 
that  by  the  year  2000,  a  well- 
balanced  portfolio  will  have 
approximately  10  per  cent  in 
gold,  as  gold  has  a  stabilizing 
influence  on  portfolios  in  the 
long  run. 

Gold  can  also  play  an 
important  role  in  a  portfolio 
in  times  of  low  inflation.  It  can 
serve  as  an  insurance  policy 
against  the  uncertainties  of 
the  future  and  has  a  balancing 
effect  against  paper  assets. 

Since  the  price  of  the 
Gold  Maple  Leaf  is  directly 
related  to  the  daily  price  of 
gold,  the  value  of  your  insur- 
ance policy  can  be  found 


in  the  financial  pages  of  the 
world. 

You  can  buy  Canada's 
Gold  Maple  Leaf  in  three  sizes 
to  suit  your  investment  needs  - 
1  ounce,  ]A  ounce  and  '/io  ounce 
of  the  purest  Canadian  gold. 

A  little  Canadian  gold  adds 
a  lot  of  weight  to  your  financial 
statement. 


lA  Ounce    1  Ounce    '/io  Ounce 


Canada's  Gold  Maple  Leaf 

THE  PRECIOUS  ELEMENT  IN  YOUR  PORTFOLIO. 

Call  800-331-1750  for  the  Gold  Maple  Leaf  Dealer  nearest  you. 
In  Nebraska  call  800-343-4300.  Ask  for  operator  #999. 

Canada  >8c 


v>nu  K.i'  i.i.i-  I'h. 


Den  Fujita  of  McDonald's  Japan 
No  blonds,  but  no  pizza,  either. 


shares  of  Convergent  he  once  owned, 
has  started  planning  again. 

Now  he  will  try  to  bring  to  market  a 
very  high  performance  desktop  "per- 
sonal supercomputer"  for  scientists 
and  engineers.  Michels  has  recruited 
some  top  talent  from  Bell  Labs  and 
Hewlett-Packard  Labs,  as  well  as  C. 
Gordon  Bell,  who  was  one  of  the  prin- 
cipal designers  of  the  DEC  VAX.  This 
race  will  require  the  most  advanced 
computer  and  semiconductor  tech- 
nology, and  potential  competitors 
lurk.  Moreover,  that  $11  million  is 
only  the  first  round  in  an  expensive 
and  risky  undertaking. 

Why  then  would  the  venture  capital 
crowd  bet  money  on  a  man  whose  first 
venture  ran  into  trouble  after  only  five 
years?  Most  likely  they  weren't 
holding  when  the  stock  hit  $4.  "Con- 
vergent gave  a  huge  return  to  its  ini- 
tial investors,"  says  Michels.  "If  I 
were  an  investor  who  wanted  to  do 
that  again,  I  would  invest  a  lot  in  me." 
And  try  to  cash  in  before  the  club- 
house turn.— Kathleen  K.  Wiegner 


Japanese  McDonald's 

I used  to  tell  people,  'If  you  eat  ham- 
burgers, you  will  become  blond,'  " 
says  Den  Fujita,  60,  president  of 
McDonald's  Japan.  A  difficult  theory 
to  demonstrate,  but  Fujita's  recipe  for 
success  is  not.  Since  entering  a  50-50 
joint  venture  with  McDonald's  in 
1971  through  his  trading  company, 
Fujita  has  raised  the  golden  arches  at 
542  sites  across  Japan.  Last  year  he 
rang  up  $660  million  in  sales,  making 
McDonald's  by  far  Japan's  biggest  res- 
taurant chain. 


Fujita  says  he  decided  to  tamper 
with  the  Japanese  millennia-old  diet 
of  rice  and  fish  after  noticing  how 
short  and  weak  his  compatriots 
seemed  abroad.  His  marketing  targets 
the  62%  of  the  population  under  age 
40,  and  especially  kids.  Fujita  believes 
if  you  catch  them  at  age  12,  they'll  be 
McDonald's  customers  for  life.  If  you 
miss  them  before  40,  forget  it.  Even 
Fujita  remains  a  noodle  eater. 

He  spurned  the  advice  of  the  parent 
company  and  opened  restaurants  in 
crowded  urban  areas,  the  first  one  in 
the  fashionable  Mitsukoshi  depart- 
ment store  in  the  heart  of  the  Ginza. 
"Generally  speaking,  Japanese  are  an- 
tiforeign,"  he  observes,  but  he  notes 
also  that,  superficially  at  least,  they 


Faces 

Behind  the  Figure 


seem  to  covet  foreign  things,  perl 
out  of  a  kind  of  Western-oriented  i 
riority  complex. 

Meanwhile,  Fujita  does  his  bi 
balance  Japan's  trade  surplus, 
chain  accounts  for  12%  of  the 
and  60%  of  the  potatoes  impo 
into  Japan.   His  trading  corap 
which  he  founded  while  a  studer 
elite  Tokyo  University,  is  the  J 
nese  agent  for  Christian  Dior  and 
er   foreign   fashion   houses.  Fi 
dreams  of  further  imitating  the 
Ray  Kroc  by  buying  a  pro  base 
team.  His  biggest  fear?  "When  I  a 
the  paper  every  day,  I  worry  at 
seeing  news  of  a  pizzamaker  oper 
in  Japan." — Andrew  Tanzer 


Foreign  importer 

Importing   cars   into  Japan 
sound  like  carrying  coals  to  N 
castle,  but  the  Yanase  family 
made  a  business  of  it  since  IS 
when  Yanase  &  Co.  became  the  : 
importer  and  distributor  of  Buick 
Cadillac.  Under  Jiro  Yanase,  70,  ch 
man  and  son  of  the  founder,  the 
vate   firm,   which   sells  Mercei 
Audi,  VW  and  GM  cars,  last  year 
counted  for  over  half  of  the  50, 
foreign  cars  sold  in  Japan.  Car  impi 
have  surged  20%  two  years  in  a  ro\ 
a  domestic  auto  market  stuck 


Yanase  &  Co.  's  Jiro  Yanase 

What  Japan  outcompetes  in  the  U.S.,  Germany  outcompetes  in  Japan. 
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fish  can  compete  with  the  Brown  Trout  in  utilizing  its  coloration  for  efficient  camouflage 


A  closer  look  will  convince  you.  Field  & 
ream  leads  the  major  men's  publications  in 
iciently  reaching  the  mass  male  market, 
th  nearly  10  million  loyal  readers  every 
jnth,  Field  &  Stream  is  Americas  number 
e  sportsman's  magazine. 

i  obvious  choice  among  major  mens 
igazines. 

We  deliver  7.7  million  men  more  efficiently 
an  Time,  Newsweek,  U.S.  News  &  World 
port,  Sports  Illustrated,  Playboy  and 
nthouse. 

We  deliver  men  18-34  more  efficiently  than 
>orts  Illustrated;  men  18-24  more  efficiently 
an  Playboy  and  Penthouse. 
We  deliver  $25M  -I-  households  more 
iciently  than  Time,  Newsweek  and  U.S. 
:ws  &  World  Report. 

le  leader  among  outdoor  magazines. 

Field  &  Stream  is  #1  in:  circulation, 
wsstand  sales,  total  audience,  advertising 
ges  and  advertising  revenue. 
We  deliver  more  readers  than  Outdoor  Life 
d  Sports  Afield  combined — and  we  reach 
im  more  efficiently! 


■  One  ad  in  Field  &  Stream  reaches  nearly 
70%  of  all  sportsmen  who  read  the  major 
outdoor  magazines — a  claim  few  magazines 
in  any  field  can  make. 

Field  &  Stream.  The  authority  in  the 
outdoor  field.  A  leader  in  the  magazine 
industry  with  a  ninety  year  tradition  of 
editorial  excellence  that's  stronger  than  ever. 
Featuring  renowned,  award-winning  writers 
like  A.J.  McClane,  George  Reiger,  Gene  Hill, 
Bob  Brister  and  Ed  Zern — authors  who 
continue  the  rich  heritage  of  great  writing 
established  in  Field  &  Stream  by  the  likes  of 
Zane  Grey,  Ernest  Hemingway,  Robert  Ruark 
and  Erie  Stanley  Gardner.  Reason  after 
reason  to  look  again.  Like  our  readers,  you'll 
be  impressed  by  what  you  see. 


Field  &  Stream  is  a  CBS  Magazine. 
Source:  1985  SMRB,  ABC,  PIB. 


Kenneth  Kjuftrrun 
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about  3  million  units. 

"Prestige  and  safety"  are  the  chief 
reasons  Japanese  buy  foreign  cars, 
says  the  genteel  Yanase.  Status  comes 
with  price:  A  Cadillac  Fleetwood 
fetches  $54,000  and  a  Mercedes  300E 
runs  $45,000.  Companies  and  the  rich 
buy  the  bigger  cars  and  tend  to  favor 
left-hand-drive  models  in  a  right- 
hand-drive  country,  since  it's  "more 
convenient  for  the  chauffeur  to  step 
out  and  open  the  door  for  the  boss."  * 
Women  buy  many  of  the  smaller  ver- 
sions and  have  helped  make  VW  the 
bestselling  foreign  car  in  the  country. 

"Foreign  carmakers  have  started  to 
build  cars  to  meet  local  regulations," 
Yanase  notes.  GM  is  the  laggard  here, 
which  is  one  reason  its  sales  have 
fallen  every  year  since  1979,  while 
West  German  makers  now  have  an 
80%  share  of  car  imports.  Yanase  says 
he  spends  over  $3,000  per  GM  car  for 
refitting  the  American-made  vehicles 
to  Japanese  requirements — but  only 
around  $750  for  each  of  the  more  ex- 
port-minded Germans'  vehicles. 

Yanase  sees  a  10%  increase  in  car 
imports  this  year,  against  a  3%  de- 
cline in  the  overall  market.  Imports 
could  rise  to  100,000  by  1990  if  prices 
come  down  and  quality  goes  up,  he 
says.  That's  why  other  products,  from 
yachts  to  racquetball  courts,  account 
for  25%  of  his  $1  billion  sales.— A.T. 

'Ttyat  makes  sense  uhen  you  think  about  it  Tl)e 
Japanese,  like  the  British,  stay  left  on  two-way  streets 


The  father  of  the  child 

Is  the  founding  entrepreneur  the 
wrong  man  to  change  his  business 
fundamentally?  Consider  Aaron 
Gold,  founder  of  Philadelphia-based 
Oxford  First  Corp.,  which  now  buys 
and  liquidates  installment  receivables 
(revenues,  $20  million).  No  pussycat, 
Gold  learned  the  not-always-nice  col- 
lections business  at  16  as  a  collector 
for  an  ex-bootlegger.  He  started  mak- 
ing legitimate  consumer  loans  out  of 
his  basement  in  1946,  and  went  pub- 
lic in  1962  with  25  offices.  But  "In  the 
late  Sixties,"  he  says,  "the  small  loan 
business  was  going  to  hell." 

He  called  in  consultant  Hay  Asso- 
ciates, which  advised  a  switch  to  real 
estate  development  and  a  permanent 
vacation  for  Gold,  then  53.  "They  said 
1  was  an  entrepreneur,  and  my  special- 


O.xford  First's  Aaron  Gold 

Down  with  land,  up  with  cash. 


ty  was  gone."  With  Gold  out,  Oxford 
bought  large  tracts  in  Hawaii,  Florida 
and  Hilton  Head — and  foundered  un- 
der costly  short-term  debt  in  the  1974 
real  estate  bust.  The  stock  fell  to  be- 
low $1,  and  some  of  the  creditors  de- 
manded Gold  come  back.  "I  felt  tre- 
mendous shame,"  recalls  Gold.  "One 
fellow  said,  'You  are  not  going  to  sit 
by  in  your  comfortable  consulting  of- 
fice and  watch  that  company  go 
down.  You  are  going  to  go  back  and  go 
down  with  it.  And  I  hope  you  choke 
on  it.'  "  Another  spat  in  Gold's  face. 

Gold  was  ashamed  but  still  no 
pussycat.  After  most  of  the  board 
members  and  executives  left,  he  be- 
gan selling  off  real  estate — and  buying 
receivables,  a  business  he  understood. 
Despite  a  delay  for  quadruple  bypass 
surgery,  by  1980  the  land  was  almost 
all  gone — at  a  profit.  Finance  revenues 
have  since  almost  tripled,  and  Gold, 
66,  has  a  buyer — Ohio's  Banc  One — to 
take  him  out  in  a  stock  swap,  current- 
ly worth  about  $30  per  Oxford  share 
($13  million  to  Gold).  Question:  Who 
better  to  tend  the  child — its  father  or 
its  stepfather? — Janet  Bamford 


Jacob's  ladder 

Arnold  Goldman,  a  43-year-old  Is- 
raeli, is  president  and  cofounder 
of  $45  million  (1985  revenues)  Luz 
International  Limited  of  Los  Angeles, 
which  recently  built  what  is  believed 
to  be  the  world's  largest  commercial 
solar  power  station.  Now  all  he  needs 
is  to  make  such  projects  pay.  The  $96 
million  showcase — involving  vendors 


from  Israel,  West  Germany,  Japan 
the  U.S. — sprawls  across  nearly 
desert  acres  leased  from  SoCal  Edi; 
Nearly  84,000  parabolic  trough  r 
rors  harness  the  sun's  rays  to  gene 
enough  electricity  to  supply  the  ne 
of  25,000  homes  on  SoCal  Edisc 
energy  grid.  Goldman  claims  this 
turistic  Mojave  project  will  br 
even  with  oil  at  $12  a  barrel  and  k 
its  investors  paid  at  $6  a  barrel.  W 
mass  production  and  improved  te 
nology,  Luz  hopes  to  drive  down 
cost  of  solar  power  until  it  is  pre 
able  as  well  as  competitive  with  fo 
fuel  by  1988 — without  such  subsic 
as  energy  tax  credits  but  assuming 
is  then  above  $15  a  barrel. 

Luz'  technology  was  developed 
Israel,  and  at  the  plant's  dedicatior 
mid-April  Israeli  Energy  Mini; 
Moshe  Shahal  said  Israel  wants  a  s: 
ilar  power  station.  Reliance  on  oil, 
declared,  threatens  the  economic  ; 
political  stability  of  Israel  and 
world.  Luz,  founded  in  1979,  is  neg< 
ating  to  build  plants  in  the  Domi 
can  Republic  and  Spain.  It  is  build 
several  more  power  stations  in 
California  desert,  and  SoCal  Edi! 
has  signed  on  to  buy  the  electncit 

Goldman  likes  to  remind  listen 
that  Luz  is  the  place  in  Israel  wh 
Jacob  dreamed  his  dream  of  a  lad 
linking  heaven  and  earth.  "Jacc 
dream  was  to  bring  heaven  and  ea 
together" — a  dream  realized  by  sc 
energy,  Goldman  argues.  Jacc 
dream,  however,  did  not  include 
secular-world  vagaries  of  the  ene 
marketplace. — Marc  Beauchamp 


Luz  International's  Arnold  Goldman 
From  heaven  to  earth  to  market. 
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UT  ALSO  CAD/CAM,  BIOTECHNOLOGY... 


IS  THE  NETHERLANDS.  From  medieval 
nills  to  monoclonal  antibodies,  the  Dutch  have 
is  been  in  the  forefront  of  technological  innova- 
rhat's  why  companies  have  flocked  to  this  coun- 
ight  in  the  Center  of  the  $3  trillion  European 
st.  Just  a  few  examples: 

rITAL  EQUIPMENT— a  major  company  adding  a 
l-tech  center  and  expanding  its  workforce  by  20%. 

^ERGRAPH-a  CAD/CAM  leader  building  its 
t  overseas  facility  in  Nijmegen. 

MTOCOR— this  biotechnology  pioneer  will  soon 
te  diagnostic  imaging  agents  based  on  mono- 
lal  antibodies  in  Leiden. 

l  labor  is  among  the  most  educated,  stable  and 
lingual  in  the  world.  Its  high  productivity  is  an- 
critical  reason  for  the  corporate  concentration. 


HI     The  Netherlands  11)5 

West  Germany  100 
Belgium  92 
France  S6 


United  Kingdom  66 


 INDUSTRIAL  PRODUCTIVITY  ( 1984)  

(added  value  produced  per  working  hour,  indexed) 

Over  1,000  U.S.-based  corporations  have  invested 
profitably  in  the  Netherlands. 

ARE  YOU  IN  THE  NETHERLANDS  YET? 

If  not,  please  contact: 
Mr.  Pierre  Dobbelmann 
Industrial  Commissioner 
Netherlands  Industrial  Commission 
One  Rockefeller  Plaza 
New  York,  NY  10020 
(212)  246-1434 


The  Netherlands 


Right 
°  in  the 
Center. 


This  announcement  is  published  by  Gavin  Anderson  &  Company,  which  is  registered  as  an  agent  of  the  Government  ol  the 
Netherlands  This  material  is  liled  with  the  Department  of  Justice,  where  the  required  registration  statement  is  available  for  public 
inspection  Registration  does  not  indicate  approval  of  the  contenfs  by  Ihe  United  States  Government 


6\bur  new  lineup  h 
indeed  formidable 

— Howard  Cose 


A  proud  new  owner.  A  hard-hitting  editorial  team.  Design  pros  who've  given  our  pages  more  pu 
1  hai  s  why  more  and  more  advertisers  are  signing  up  with  a  magazine  that  tells  it  like  it  is. 


■      ■  ^    ■  &  WORLD  REPORT 

U.S.News 


A  smart  magazine  just  got  brighter. 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


rn  of  the  small  stocks.  While  blue  chips  have  done 
acularly  well  over  the  past  year,  over-the-counter 
:s  are  only  beginning  to  catch  up.  Thanks  to  a  3.5% 
in  the  last  two  weeks,  the  Nasdaq  index  has  now 
:d  19%  above  the  high  it  set  almost  three  years  ago. 
:wo-week  gain  for  o-t-c  issues  was  well  ahead  of  the 
gain  for  the  Wilshire  index  of  5,600  issues. 
18%  increase  for  Nasdaq  issues  over  the  last  52  weeks 
them  ahead  of  the  Big  Board  and  Amex  indexes  but 


behind  the  30  Dow  industrials,  which  are  up  nearly  44% . 

During  the  last  four  weeks  riskier  stocks  did  best.  For 
example,  high-volatility  issues  rose  6.7%,  vs.  a  2.6%  rise 
for  low-volatility  stocks.  And  shares  of  the  smallest  500 
Wilshire  companies  in  market  capitalization  gained  5.6%, 
vs.  a  1.0%  gain  for  the  largest  500. 

Investors  who  think  small  stocks  are  due  a  lot  more 
attention  now  are  buying  small-company  growth  funds  as 
a  proxy  for  the  Nasdaq.  (See  story  p.  121.) 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

:nt  change 

5000 

5002 

industrials 

Composite 

Value  Index 

Composite 

st  4  weeks 

1.9 

-0.7 

0.8 

1.3 

1.3 

5.1 

st  52  weeks 

33.2 

31.8 

43.9 

32.2 

18.9 

38.1 

Stock  performance  based  on  six  key  investor  yardsticks 


:nt  change 


Company  size 


large 


small 


Volatility' 


high 


low 


P/E  multiple 


over  25 


under  5 


Dividend  yield 


over  7.5% 


Growth  profile4 


high 


low 


Share  price 


over  $40 


under  $4 


st  4  weeks 


1.0 


5.6 


6.7 


2.6 


4.0 


1.9 


1.0 


4.9 


6.2 


1.6 


2.9 


3.6 


st  52  weeks 


35.6 


43.2 


69.9 


35.4 


31.7 


45.7 


28.4 


49.3 


58.7 


40.5 


47.7 


27.4 


re  index  reflects  price  performance  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created. 
>n  sales 

It's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  arc  more  stable, 
ititativc  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 

All  data  for  periods  ending  4/25/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Silicon  and  genes.  Technology  stocks  beat  the  eight  re- 
maining Wilshire  sectors  with  a  5.5%  gain  over  the  recent 
two-week  period.  The  best-performing  large-capitaliza- 
tion stock  was  Tandem  Computers,  which  reported  8 1  % 
higher  quarterly  earnings  and  rose  29.2%.  Next  was  Ce- 
tus,  a  biotechnology  issue  that  gained  27.7%.  Sharp  gains 
were  also  registered  by  Apple  Computer,  Texas  Instru- 


ments and  Microsoft.  Microsoft,  the  leading  provided 
operatmg  system  software  for  IBM  and  IBM-compati 
microcomputers,  went  public  in  March. 

Declining  sales  of  U.S. -built  autos  drove  consumer 
rabies  to  a  0.4%  loss.  The  four  worst  stocks  in  this  sec 
were  American  Motors,  Ford  of  Canada,  Chrysler  and  I 
Goodrich. 


/\/  Percent  change  in  last  52  weeks  OO  Percent  change  in  last  two  weeks 


Capital  goods 

0  ^ 

_2S  i  i  1 1  1 1  1 

1  1  1  1  1  1  1  1  1 

'85 

'86 

Energy 


+  50 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


Technology 


+  50 


-25 


I  I  M  I  I  I  I  I  I  I  I  I  I  I  I 

  '85  '86 


Consumer  durables 


+  50 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'85 


86 


Finance 


I  1 1 1 1 1 1 1 1 1 1 1 1 1 1  i  1 1 1 1 1 


Transportation 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  II  I  I  I 


'85 


'86 


Consumer  nondurables  and  servic 


I  I  I  I  I  I  II  I  I  I  I  I  I  I  I  M  I  I  II 


H5 


Raw  materials 


+  50 


-25 


I  II  


Utilities 


+  50 


-25 


 I  I  I  I  I  I  I  I  I 


'85 


What  The  Analysts  Think 


Energy  isn't  the  only  sector  with  problems.  Analysts 
continue  to  make  sharp  cuts  in  their  1986  earnings  fore- 
casts for  the  energy  group.  But  transportation  stocks  also 


came  under  the  knife  in  the  last  two  weeks  as  analy! 
slashed  their  1986  forecasts  by  4.3%.  Main  reason:  Va< 
tioners  are  being  scared  off  by  terrorism. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.97 

16.3 

1986  estimates 

3.91 

12.4 

1987  estimates 

4.52 

10.8 

Rank  based  on 
change  in  estimate 

Sector ■ 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estims 
in  2  weeks     in  4  week 

1                   Consumer  nondurables 

S2.40 

16.3 

1.47% 

1.69% 

2 

Finance 

3.79 

11.1 

0.29 

0.45 

3 

Consumer  durables 

4.34 

9.9 

0.19 

-0.22 

4 

Utilities 

3.45 

9.6 

-0.30 

-0.41 

5 

Capital  goods 

2.72 

15.2 

-0.81 

-1.45 

6 

Raw  materials 

2.14 

15.3 

-1.03 

-1.24 

7 

Technology 

2.76 

15.2 

-1.30 

-1.64 

8  Transportation 

2.37 

12.9 

-4.32 

-5.32 

9 

Energy 

2.63 

10.9 

-7.24 

-9.09 

Earnings  proiections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts  Data  are  compiled  and  updated  continuously  by  the  Institutional  Brol 
Estimate  System  (IBES|,  a  service  of  Lynch,  Jones  &  Ryan,  a  New  York-based  brokerage  firm. 

Note:  All  data  lor  periods  ending  4  25  S6  Prepared  by  WiUhirc  Associates,  Santa  Monica.  Calif    IBES  a  service  of  Lvnch,  lones  .N  Ryan.  New  York-™"™"" 


210 


FORBES,  MAY  19,  19$ 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

EW  ISSUE 


April  17, 1986 


$1,049,490,815.89 
GMAG  1986-B  Grantor  Trust 

7.10%  Asset  Backed  Certificates,  Series  1986-B 


eneral  Motors  Acceptance  Corporation 


Seller/Servicer  and  Limited  Guarantor 


Each  Certificate  will  represent  a  fractional  undivided  interest  in  the  GMAC  19S6-B  Grantor 
Trust  (the  "Trust")  to  be  formed  by  General  Motors  Acceptance  Corporation  (the  "Com- 
pany"). The  'Trust  property  will  include  a  pool  of  recently  originated  retail  instalment 
sale  contracts  secured  by  new  automobiles  and  light  trucks  (the  "Receivables" ),  all 
monies  due  thereunder,  security  interests  in  the  vehicles  financed  thereby  and  the 
Company's  limited  guaranty  of  payments  under  the  Receivables.  The  aggre- 
gate amount  financed  under  the  Receivables  is  $1 .049,490.815.89.  The 
final  scheduled  payment  date  of  the  Certificates  is  April  15,  1991 . 

The  Certificates  represent  interests  in  the  Trust  and  do  not  represent  an  interest  in  or 
obligation  of  General.  M otors  Acceptance  Corporation  or  any  affiliate  thereof, 
except  to  the  extent  of  the  limited  guaranty  described  in  the  Prospectus. 


Price  99.50^  Per  Certificate 

plus  accrued  interest  at  the  Pass  Through  Rate  from  April  1,  1986 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


>Idman,  Sachs  &  Co. 
lomon  Brothers  Inc 
ar,  Stearns  &  Co.  Inc. 
maldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Jder,  Peabody  &  Co. 

Incorporated 


Merrill  Lynch  Capital  Markets 


Alex.  Brown  &  Sons 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

Lazard  Freres  &  Co. 


Morgan  Stanley  &  Co. 

Incorporated 

Shearson  Lehman  Brothers  Inc. 
Dillon,  Read  &  Co.  Inc. 
E.  F.  Hutton  &  Company  Inc. 

PaineWebber 

Incorporated 


udential-Bache    L.  F.  Rothschild,  Unterberg,  Towbin,  Inc.    Smith  Barney,  Harris  Upham  &  Co. 

Securities  Incorporated 


ertheim  &  Co.,  Inc. 


Dean  Witter  Reynolds  Inc. 


Statistical  Spotlight 


Bearish  on  oil  prices?  Think  interest  rates 
will  stay  down?  Then  you  may  want  to  buy 
some  of  the  stocks  listed  here. 

Save  at  the  pump, 
buy  at  the  store 


By  Michael  Ozanian 


T|he  decline  in  oil  prices  and 
interest  rates  may  be  good  news 
for  retail  stocks.  After  all,  people 
who  are  paying  less  for  gasoline,  heat- 
ing oil  and  the  mortgage  can  buy  more 
barbecue  grills  and  dinettes.  Linda 
Kristiansen,  a  retail  analyst  with 
Paine  Webber,  is  forecasting  a  mere 
3%  increase  in  disposable  income 
(i.e.,  take-home  pay)  for  1986.  But,  she 
says,  "discretionary  income  could  be- 


up  as  much  as  17%,  which  should  aid 
general  merchandise  stores,"  such  as 
K  mart  or  Sears. 

Michael  Sassi,  a  portfolio  manager 
and  senior  vice  president  in  Chemical 
Bank's  trust  division,  shares  her  view. 
"I'm  getting  out  of  interest-sensitive 
stocks  and  increasing  holdings  in  re- 
tail companies  that  have  not  yet 
moved  up  with  the  rest  of  the  mar- 
ket," he  says. 

Specialty  retailers  like  The  Limited 
and  The  Gap,  already  in  fashion,  are 


trading  at  outlandish  multiples 
and  45  times,  respectively),  but 
partment  stores  and  other  retailer' 
still  available  at  discounts  to  the  r 
ket's  P/E  of  17. 

Kristiansen  says  general  mercl 
disers  stand  the  best  chance  amon, 
retailers  of  outperforming  the  ma: 
this  year.  "These  companies  cate 
middle  and  lower  income  grou{ 
those  who  should,  proportionat 
benefit  the  most  from  cheaper  c 
she  says. 

We  used  our  computer  to  screeni 
Institutional  Brokers  Estimate  ! 
tern  (IBES)  database  for  retailers 
eluding  food  and  drugstore  cha 
that  are  expected  to  earn  in  1986 
much  as,  or  more  than,  they  die 
1985.  Stocks  selling  at  more  than 
times  estimated  1986  earnings  \m 
eliminated. 

Of  the  15  stocks  on  the  follow 
list,  9  sell  at  less  than  12  times  ti 
earnings  estimates.  That  comps 
with  a  multiple  for  the  whole  mar 
of  about  16  times  estimated  1! 
earnings. 

One  caution,  however:  As  Bi 
Stearns  analyst  Monroe  Greenst 
notes  in  a  review  of  the  industry,  g 
eral  retailers  have  a  tendency  to 
out  as  soon  as  they  climb  up  to 
market's  multiple.  ■ 


Betting  the  store 


Increased  discretionary  income  could  drop  this  year  however,  don't  accomplish  much  if  they  come  solely 
into  cash  registers  at  the  likes  of  Bonwit  Teller  (Allied),  from  new  store  openings.  By  the  key  measure  of  same- 
Bloomingdale's  (Federated)  and  others.  Higher  sales,   store  sales  gains,  the  retail  chains  differ  widely. 


-Sales- 


—Earnings  per  share- 

Est 

1985 

%  change 

Return 

recent 

1986 

/o 

1986 

total 

same  stores 

on 

Company 

price 

1985 

est 

change 

P/E 

(mil) 

1984-85 

equity 

Allied  Stores 

40% 

S3. 70 

S3. 70 

0.0% 

11.0 

$4,140 

2.6% 

15.2° 

Associated  Dry  Goods 

48  Vi 

3.00 

3.48 

16.0 

13.9 

4,390 

7.7 

10.9 

Carter  Hawley  Hale  Stores 

31 5/8 

0.92 

2.31 

151.1 

13.7 

3,980 

5.8 

5.2 

Color  Tile 

. 

1.45 

1.63 

12.4 

13.6 

347 

13.4 

Federated  Dept  Stores 

SI  Vi 

5.88 

6.91 

17.5 

11.8 

9,980 

2.9 

11.3 

lamesway 

225/8 

1.31 

1.93 

47.3 

11.7 

523 

4.0 

10.5 

K  mart 

48 

1.73 

4.23 

144.5 

11.3  • 

22,420 

-0.4 

14.6 

Melville 

65 

3.90 

4.59 

V  ' 

14.2 

4,780 

4.9 

24.3 

Mercantile  Stores 

6.95 

7.38 

6.2 

12.8 

1,880 

8.7 

16.6 

JC  Penney 

70% 

5.31 

6.15 

15.8 

11.5 

13,750 

1.7 

10.2 

Rose's  Stores 

28  Vi 

1.98 

2.55 

28.8 

11.2 

1,010 

3.8 

14.1 

Sears,  Roebuck 

45 

3.53 

4.04 

14.4 

1 1.1 

40,720 

0.0 

12.4 

Service  Merchandise 

!4>  . 

0.32 

1.44 

350.0 

9.8 

2,530 

1.4 

3.6 

Standard  Brands  Paint 

21 M 

1.40 

1.84 

31.4 

1 1.5 

338 

I  3 

10.2 

FW  Woolworth 

79% 

5.50 

6.08 

10.5 

13.1 

5,960 

4.0 

17.1 

inaard  &  Poor's  Stockpak/J  System;  The  Institutional  Brokers  Estimate  System  (IBES),  a  senice  of  Lynch,  Jones  &  Ryan,  tia  Micro/Scan  Data  on  Diske 

from.  Isys  Corp .  Fotters. 
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This  simple  additive  can  make 
a  noticeable  improvement  on  your  product. 

ight  out  of  ten  women  say  it  has  a  positive  influence  on  their 
hasing  decisions. 

^venty-seven  percent  of  retailers  surveyed  say  it  increases  sales, 
ad  millions  have  valued  it  for  both  its  authority  and  credibility  for 
fifty  years. 

0  matter  how  big  or  small,  old  or  new  a  product  is,  it  can  profit 

1  the  enhanced  image  the  Good  Housekeeping  Seal  can  bring  to  it. 
zh  is  why  retailers  are  more  apt  to  stock  your  product 

linently  when  it  carries  the  Seal. 

can  also  help  induce  consumer  trial,  thanks  to  the  Seal's  built-  in, 
ey-back  limited  warranty-a  warranty  that  can  build  consumer 
idence  and  generate  brand  preference. 

nd,  when  you  use  the  Good  Housekeeping  Seal  in  your  promotion 
advertising,  you'll  be  helping  to  ensure  that  the  improvement  on 
'  product  is  significantly  more  noticeable. 
3,  even  if  your  product  isn't  in  need  of  changes  on  the  inside,  it 
i  gain  added  sales  by  adding  an  instantly-recognizable,  well- 
ected  name  on  the  outside. 

nd,  as  you  know,  increasing  your  sales  isn't  just  great. 

s  Good  Housekeeping. 

Our  pages  do  more. 

sley  Surveys,  Inc.  Good  Housekeeping  is  a  publication  of  Hearst  Magazines,  a  division  of  The  Hearst  Corporation.     1986  The  Hearst  Corporation. 


The  Forbes/TUCS  Institutional  Portfolio  Report 


Edited  by  Steve  Kichen 


Pfc  kofessional  investors  tend  to  beat  rising  markets 
™  and  fall  behind  falling  markets.  The  first  quarter  of 
1986  is  a  case  in  point.  The  stock  market  was  up 
14.4%,  but  the  pros  gained  15.6%. 

These  results  come  from  the  Trust  Universe  Compari- 
son Service  maintained  by  Santa  Monica,  Calif.-based  Wil- 
shire  Associates.  The  15.6%  for  the  professional  investors 
is  the  median  performance  of  equity  investments  of  the 
pension  funds  tracked  by  TUCS,  which  collects  data  on 
approximately  one-fourth  of  the  estimated  $1.4  trillion  in 
pension  assets.  The  market's  14.4%  is  the  return,  includ- 
ing reinvested  dividends,  of  the  5,600  stocks  in  the  Wil- 
shire  5000  index. 

Dale  Stevens,  a  Wilshire  vice  president,  sees  reason  for 
concern:  "With  almost  a  40%  gain  over  the  last  year,  one 
has  to  wonder  when  pension  managers  are  going  to  start 
locking  up  their  profits  and  reducing  their  risk."  Of  course, 
it  would  be  difficult  for  the  institutions,  as  a  group,  to  act 
on  such  concerns.  They  would  be  buying  from  and  selling 
to  one  another — since  individual  U.S.  investors  are  heavy 
net  sellers  of  stocks,  and  foreigners  are  adding  only  $3 
billion  a  year  to  their  U.S.  stock  holdings. 

The  box  at  right,  "Segment  performance  and  cash 
flows,"  shows  that  stocks  were  the  best  investment  for 
both  the  last  quarter  and  the  last  12  months.  The  "Shift  in 
institutional  holdings"  shows  where  the  pros  are  moving 
their  money.  Figures  here  are  after  adjustment  to  back  out 
the  effect  of  changing  security  prices;  that  is,  a  portfolio 
that  went  from  $10  million  to  $11  million  when  all  the 
stocks  in  it  doubled  would  have  experienced  a  withdrawal 
of  funds.  Except  in  their  bond  portfolios,  the  institutions 
continued  withdrawing  more  than  they  contributed. 

The  average  institutional  equity  porfolio  is  now  selling 
at  2.62  times  book  value.  As  recently  as  last  June,  the 
portfolio  was  only  2.09  times  book.  TUCS  data  show  that 
stocks  with  price/book  ratios  of  2.50  or  greater  fared  better 
than  their  cheaper  counterparts  over  the  recent  quarter. 
The  popularity  of  high-priced  stocks  helps  explain  why 
growth  managers  did  well  (see  "How  different  managers 
performed"'. 

Bond  managers  had  less  to  cheer  about.  Their  median 
portfolio  returned  7.3%  for  the  quarter  and  27.6%  for  the 
last  four  quarters.  The  Shearson  Lehman  Goverment/ 
Corporate  Bond  Index,  a  proxy  for  the  U.S.  taxable  bond 
market,  was  up  8.5%  for  the  quarter,  28.9%  for  the  year. 


How  different  managers  performed 

-Total  return— 

Manager  style 

recent  quarter 

12  months 

24  months 

Diversified 

13.9% 

37.2% 

20.7% 

Growth 

16.1 

39.8 

16.8 

Growth — emerging 

14.4 

35.7 

18.1 

Market  timer 

14.1 

33.2 

157 

Sector  rotator 

15.8 

37.6 

18.6 

Value 

33.6 

35.8 

22.0 

Where  the  institutions  put  their  money 

Segment 

— Portfolio  weighting — 
most  recent  previou 
quarter  quartei 

Equity 

56.3%  56.6'fl 

Fixed  income 

31.4  29.8 

Cash  and  equivalents 

8.8  9.9 

Convertibles 

0.9  0.9 

Other' 

2.6  2.8 

Equity  portfolio  characteristics 

Institutional 
portfolios 

Wilshir 
5000 

Price/earnings  ratio 

16.2 

15.9 

Dividend  yield 

2.9% 

3.wl 

Beta2 

1.05 

1.08 

Price/sales 

1.08 

1.04 

Price/book 

2.62 

2.47 

Segment  performance  and  cash  flows 

Segment 

— Most  recent  quarter — 
median           shift  in 
total  institutional 
return  holdings 

 Latest  12  months — 

median          shift  in 
total  institutioi 
return  holding 

Equity 

15.6% 

-6.5% 

39.2% 

-10.8% 

Fixed  income 

7.3 

0.7 

27.6 

0.2 

Cash  equiv 

1.9 

-10.2 

8.2 

-11.4 

Convertibles 

12.0 

-8.9 

30.8 

-15.1 

Other1 

2.4 

-3.1 

11.8 

-7.3 

Total 

12.2 

-2.6 

33.7 

-10.3 

Position  changes:  These  securities  had  the  greatest 
relative  change  in  holdings  over  the  last  quarter 

Security 

Increase 
in 

holdings 

Total 
quarter 
return 

Security 

Decrease 
in 

holdings 

Tot 
quar 
retu 

Philip  Morris 

5.0% 

34.4% 

IBM 

-7.8% 

-1.9 

Amoco  Oil 

3.6 

-3.9 

Atlantic  Richfield  -2  3 

-17.2 

Chevron 

3.2 

-2.6 

Exxon 

-2.2 

3.0 

General  Re 

2.1  . 

21.3 

General  Electric 

-2.0 

8.7 

Ford  Motor 

1.8 

42.8 

Schlumberger 

-1.8 

-12.2 

American  Express 

1.6 

30.4 

AT&T 

-1.7 

-10.3 

Chrysler 

1.6 

45.3 

Bell  Atlantic 

-1.5 

18.4 

USG 

1.3 

44.7 

Texaco 

-1.1 

2.7 

Digital  Equip 

1.2 

19.1 

RCA 

-1.1 

6.7 

US  Steel 

1.2 

-15.3 

Union  Carbide 

-1.1 

59.4 

'Real  estate,  foreign  investments,  venture  capital,  guaranteed  insurance  contracts 

2A  measure  oi  risk.  A  stock  with  a  beta  of  1  00  tends  to  move  up  or  down  at  the  same  rate  as  the  S&P's  500. 

;e:  Data  for  quarter  ending  3/31/86.  Prepared  by  the  Trust  Universe  Comparison  Service  (TUCS®),  a  serv  ice  of  Wilshire  Associates.  Santa  Monica.  Calif. 
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ere  the  institutions  are — and  aren't 

Most  overweighted  relative  to  Wilshire  5000 

Most  underweighted  relative  to  Wilshire  5000 

 %  of- 

%  of 

rity 

institutional 
universe 

Wilshire 
5000 

Security 

institutional 
universe 

Wilshire 

5000 

tal  Equipment 

0.9% 

0.4% 

Exxon 

0.5% 

2.3% 

rican  Express 

1.0 

0.5 

IBM 

2.9 

4.4 

:ral  Re 

0.6 

0.2 

AT&T 

0.3 

1.3 

sler 

0.6 

0.2 

Amoco 

0.4 

1.0 

ro-Salomon 

0.6 

0.3 

Shell  Transport  &  Trading 

0.1 

0.6 

Motor 

0.7 

0.5 

Royal  Dutch  Petroleum 

0.4 

1.0 

ex 

0.3 

0.1 

General  Electric 

1.1 

1.5 

orp 

0.5 

0.3 

BellSouth 

0.3 

0.7 

onald's 

0.5 

0.3 

Standard  Oil 

0.2 

0.6 

e  Management 

0.4 

0.2 

Allied-Signal 

0.0* 

0.4 

ng  places.  Energy  stocks  dropped  from  12.5%  of  the 
ge  institutional  portfolio  to  10.2%.  Some  of  that 
was  involuntary:  Oil  stocks  lagged  the  market.  But 
istitutions  were  doing  some  selling,  too.  The  net 
t  was  a  declining  share  of  their  portfolios  invested  in 
Schlumberger  and  Texaco.  But  Amoco  Oil,  Chevron 
J.S.  Steel,  which  owns  Marathon  Oil,  were  among 
s  showing  the  greatest  increase  in  institutional  hold- 


ings in  the  last  quarter.  Besides  looking  for  short-term 
trading  opportunities,  the  institutions  apparently  placed 
their  bets  on  oil  companies  with  healthier  finances. 

In  the  last  quarter  technology  stocks  fell  from  15.1%  of 
the  institutional  equity  portfolio  to  14.9%.  A  major  por- 
tion of  this  drop  stems  from  a  7.8%  decrease  in  IBM  in 
pension  portfolios.  Meanwhile,  holdings  of  raw  materials 
rose  from  10.6%  to  12.4%. 


.or  activity  and  top  holdings 

institutional  portfolio: 

|  most  recent  quarter         |  previous  quarter 

tal  goods 

4.9%  4.0% 

Consumer  durables 

4.9%  4.5% 

Consumer  nondurables 

28.2%  29.2% 

total  return 

total  return 

total  return 

ral  Electric 

8.7% 

General  Motors 

24.6% 

McDonald's 

19.5% 

rpillar  Tractor 

25.7 

Ford  Motor 

42.8 

Sears,  Roebuck 

28.2 

inghouse  Electric 

24.1 

Chrysler 

45.3 

Coca-Cola 

25.5 

son  Electric 

13.7 

Goodyear  Tire  &  Rubber 

14.5 

Wal-Mart  Stores 

23.7 

e  &  Co 

21.8 

RCA 

6.7 

SmithKline  Beckman 

21.5 

?y 

10.2% 

Finance 

12.9%  12.2% 

Raw  materials 

12.4%  10.6% 

total  return 

total  return 

total  return 

n 

3.0% 

American  Express 

30.4% 

Allied-Signal 

1 1 .0% 

1  Dutch  Petroleum 

0.8 

General  Re 

21.3 

EI  du  Pont  de  Nemours 

14.0 

itic  Richfield 

-17.2 

Phibro-Salomon 

29.1 

Waste  Management 

32.8 

1  -4.8 

American  Intl  Group 

27.5 

Dow  Chemical 

28.7 

tmberger 

-12.2 

Citicorp 

27.6 

US  Steel 

-15.3 

nology 

14.9%  15.1% 

Transportation 

3.9% 

Utilities 

7.7%  8.7% 

total  return 

total  return 

total  return 

-1.9% 

Burlington  Northern 

10.7% 

GTE 

18.4% 

al  Equipment 

19.1 

Norfolk  Southern 

22.2 

Pacific  Telesis  Group 

11.7 

ig 

9.8 

AMR 

38.4 

Nynex 

22.7 

ett-Packard 

19.9 

CSX 

23.3 

Southwestern  Bell 

10.6 

lesota  Mng  &  Mfg 

18.4 

Union  Pacific 

2.5 

US  West 

14.7 

figure  is  0.01%. 
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The  Beginning 


Free  time. Travel  time.  Learning  time.  Living  tim 


Mature  America  has  new  insight  into  art  and  the  art  of  living. 
They  are  the  group  who  go  to  museums  most  frequently.  Who 
are  learning  the  creation  of  art  and  the  appreciation  of  art. 


Time  to  drive  across  the  country.  To 
golf  ball.  Time  to  thrive.  To  be  alive.  1 
America,  it's  the  beginning  of  a  new 
lifetime.  New  health  care  and  self-cai 
the  mature  years  vigorous  years.  Fina 
planning  affords  peace  of  mind.  For  t 
segment  of  the  population,  it's  time  tc 
the  things  they've  always  wanted  to.  / 
things  they  never  thought  they  would 
They  tour  Winterthur.  See  Abu  Simb< 
the  Grand  Canyon.  Learn  cabinetry.  1 
photography.  They  yearn  to  learn,  an< 
life's  experience  to  share. 


The  authority  on  the  new  lifetime  of  i 
mature  Americans  is  Modern  Maturil 
It's  the  source  and  life  force  for  matui 
health.  New  culture.  New  food.  New 


Modern  Maturity  is  mature  A 
magazine  because  it  feels  as  posi 
about  their  new  life  as  they  d( 
It  stimulates.  Informs.  Encoura 
Never  has  one  magazine  to 
valuable  to  so  many.  Upbeat.  O 
Modern  Maturity  is  the  matu 
authority  and  America's  third 
magazine,  growing  by  leap 
bound  to  be  biggest,  because  il 
magazine  of  the  largest,  th 
growing  segment  of  our  populati 


Mode 


The  beg 


New  Lifetime. 


lion  mature  Americans,  it's  the  life  of  their  time. 


iturity 


lifetime. 


Begin  a  dialogue  with  26  million 
Americans  who  are  beginning  a  new  lifetime. 
Contact  Peter  Hanson  at  (212)  599-1880 
for  the  latest,  clearest  overview 
on  mature  America  and  its  voice-in-print, 
Modern  Maturity. 


Mature  America  is  a  new 
culture  with  time  for  education, 
self-expression.  Their 
avid  new  interests  make 
the  over-fifty  years 
the  beginning 
of  a  new  lifetime. 


PAKHIAWAI?  SINGHA  O  ALWAP  IN  Pgt  X  I  Sjj  IN  IDETAILI 


Your  legacy:  A  way  of  life. 


Do  you  love  the  wide  open  spaces?  Clean  air?  The  beauty 
of  nature?  Are  they  a  part  of  the  legacy  you  have  planned 
for  your  loved  ones? 

Owning  a  large  piece  of  land  in  America  is  possibly  the 
most  important  decision  you  will  ever  make.  Not  only  will 
you  enjoy  the  rare  privilege  and  pleasure  of  owning  a  large 
spread  of  ranchland  today,  it  can  remain  a  private  corner  of 
America  in  the  future  history  of  your  family.  Forbes  Wagon 
Creek  Ranch  is  offering  just  404  people  the  unusual  oppor- 
tunity to  purchase  a  substantial  tract  of  land  right  next  to  its 
gigantic  Forbes  Trinchera  Ranch  in  southern  Colorado. 

Minimum-size  family  ranches  are  40  acres,  and  vary  up 
to  74  acres,  with  prices  starting  at  $30,000. 

Here  in  the  foothills  of  the  magnificent  Rocky  Mountains, 


with  restricted  access  to  more  than  17,000  acres  (ove: 
square  miles),  you  can  hunt  deer,  elk,  grouse,  and  all  k 
of  wild  game  in  season.  Or  you  can  ski  cross  country, 
for  trout,  ride  horseback,  or  just  enjoy  the  breathta 
dawns,  sunsets,  and  the  changing  seasons  in  the  shado 
one  of  Colorado's  highest  peaks,  Mount  Blanca. 

This  exclusive  preserve  is  the  perfect  place  for  the 
door-lover  in  you,  and  when  passed  on  to  your  childrer 
your  grandchildren,  your  ranchland  bestows  on  your  1 
the  privilege  of  an  unspoiled  way  of  life.  It's  a  very  thou 
ful  way  to  shape  the  futures  of  those  who  will  follow  y 

For  more  information  on  how  you  can  become  a  pa 
Forbes  Magazine's  private  mountain  hideaway,  write  oi 
for  our  full-color  brochure. 


FORBES     WAG  O N     C  R  E  E K     R  A  N  C 

Errol  Ryland,  Manager    Box  303  TT  Fort  Garland,  Colorado  81 133    (303)  379-3263 


Sangre  de  Cristo  Ranches  Inc  ,  developer  This  is  not  an  offer  to  sell  m  states  where  not  registered  NJA104-0482CO  NAV820068  000039  A  AD18560ID) 
nt  and  offering  statement  has  been  tiled  with  the  Secretary  of  Slate  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Seen 
le  Secretary  of  State  has  m  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo  Ranches  Inc  NYA82 

Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything 
No  Federal  agency  has  judged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  Housing  Opportunity 


Capital  Markets 


MONEY  &  INVESTMENTS 

bere  are  WPPSS  bonds  and  WPPSS  bonds, 
wing  once  again  that  it  pays  to  read 
e  fine  print  when  you  buy  bonds. 

WPPSS  REVISITED 


By  Ben  Weberman 


tie  of  the  most  pleased  investors 
und  must  be  those  who  hold  $6 
ion  worth  of  Washington  Public 
ver  Supply  System  Nuclear  Proj- 
Nos.  1,  2  or  3  bonds.  People  who 
ight  1,  2  or  3-  bonds  a  few  years 
amid  all  the  bad  publicity  about 
default  of  WPPSS  4  and  5  bonds 
v  have  capital  gains  of  40%  or 
re,  in  addition  to  having  earned 
'o  or  better  a  year  in  federal  tax- 
:  income. 

rejects  1,  2  and  3  have  the  back- 
of  so-called  net  billing  arrange- 
nts  with  Bonneville  Power  Ad- 
listration,  an  agency  of  Uncle 
i,  that  guarantee  minimum  an- 
il revenues  and  federal  govern- 
nt  payments  even  if  power  is  not 
en  by  the  federal  agency. 
l  lot  of  people  failed  to  distin- 
sh  between  these  bonds  and  the 
er  WPPSS  series,  which  were 
ked  by  nothing  more  than  con- 
:ts  with  consumer  owned  utili- 
i  that  a  state  of  Washington  court 
:r  declared  unenforceable. 
i  lot  of  investors  made  the  fool- 
mistake  of  thinking  all  WPPSS 
les  were  alike.  They  are  not. 
ving  once  again  that  it  pays  to 
i  the  fine  print  and  not  just  take 
ir  broker's  word  and  advice. 


Weberman  is  economics  editor  of 
ws  magazine. 


Today  the  defaulted  4s  and  5s  sell 
for  maybe  10  cents  on  the  dollar;  the 
high-coupon  Is,  2s  and  3s  in  many 
cases  sell  at  handsome  premiums 
over  face  value. 

Why  recount  this  bit  of  history? 
Because,  even  at  present  prices, 
some  of  the  Is,  2s  and  3s  are  still 
attractive. 

Investors  who  are  dismayed  with 
the  6'/2%  to  7Vi°/o  rates  of  return  on 
high-quality  general  obligations  can 
stretch  for  the  9%  yield  on  WPPSS 
Project  1,  2  or  3  bonds.  The  return  is 
higher  than  for  comparable  quality 
issues  because  these  securities  re- 
main under  the  cloud  of  4  and  5 
litigation.  They  cannot  get  ratings 
from  the  major  services  because, 
these  agencies  assert,  they  can't  de- 
cide on  the  merits  of  the  suits.  So 
there's  risk,  but  not  very  much. 

There  are  dozens  of  WPPSS  issues 
available.  Which  are  attractive  to- 
day? Those  carrying  coupons  of  7% 
or  so  rather  than  those  in  the  13% 
to  15%  range — in  the  event  of  re- 
funding. Discount  coupon  bonds 
like  the  Project  2  7%s  of  2012, 
which  are  priced  at  86.59  to  yield 
9.10%  to  maturity.  They  are  call- 
able at  103  in  1986  and  at  par  in 
1989,  so  the  prospect  of  early  re- 
demption is  not  likely  except  at 
substantial  profit  to  the  investor. 

By  contrast,  the  high-coupon  is- 
sues face  the  possibility  of  early  call 
if  interest  rates  remain  low.  The 
Project  2  137ss  due  2012  are  selling 
at  122.  That  is  equivalent  to  a  yield 
of  11.19%  to  final  maturity  but  a 
yield  of  only  9.35%  to  first  call  at  a 
price  of  103  in  1992.  Other  WPPSS 
Project  1  bonds  with  a  143/4%  cou- 
pon due  201 7  and  callable  in  1992  at 
103  trade  at  127.  That  provides  a 
yield  of  1 1.486%  to  maturity  and  a 


return  of  9.176%  to  first  call. 

I  would  rate  the  chance  of  early 
call  very  low.  WPPSS  management 
fears  publication  of  an  offering  cir- 
cular. A  circular,  part  of  any  public 
securities  sale,  would  have  so  many 
caveats  that  it  could  touch  off  a  new 
round  of  selling  of  the  outstanding 
issues.  Nevertheless,  a  refunding 
would  have  such  favorable  financial 
results  that  one  cannot  be  ruled  out, 
particularly  if  legal  problems  are 
soothed. 

The  discount  73/4S  carry  a  greater 
prospect  of  capital  gains  should  in- 
terest rates  drop  even  further  than 
they  already  have. 

Okay,  so  what  about  the  default- 
ed Project  4  and  5  issues?  It  is  hardly 
likely  that  a  debt  restructuring  will 
bring  much  aid  to  these  defaulted 
securities.  Even  though  they  sell  at 
about  10,  they  pay  no  interest.  They 
are  interesting  only  as  a  way  of  buy- 
ing a  piece  of  one  of  the  many  law- 
suits launched  to  try  to  recoup 
something  for  the  victims  of  this  ill- 
fated  financing.  What  are  the  pros- 
pects, then? 

Refunding  the  outstanding  Proj- 
ect 1,  2  and  3  bonds  would  create 
savings  of  about  $1  billion  in  inter- 
est payments  over  the  remaining 
lives  of  outstanding  issues  at  to- 
day's prices  and  yields. 

Some  have  suggested  that  a  por- 
tion of  the  $1  billion  interest  sav- 
ings could  be  used  to  pave  the  way 
for  agreement  on  a  settlement  with 
holders  of  the  Project  4  and  5  bonds, 
perhaps  by  using  some  of  the  money 
to  pay  interest.  But  this  is  a  very 
long  shot. 

Holders  of  the  4s  and  5s  have  this 
going  for  them:  Refunding  of  the  1, 
2  and  3  high-coupon  bonds  and  its 
huge  attendant  savings  cannot  be 
accomplished  without  bond  ratings, 
and  the  agencies  will  not  rate  the 
bonds  while  litigation  on  4  and  5 
remains  in  force. 

A  court-appointed  settlement 
master  is  trying  to  get  the  parties 
that  are  in  litigation  to  talk  to  each 
other.  The  best  estimates  are  that, 
otherwise,  litigation  over  the  de- 
faulted projects  will  drag  on  for  at 
least  two  years.  The  litigation  in- 
volves the  board  of  directors,  the 
underwriters,  the  engineers,  Chem- 
ical Bank  as  trustee,  and  the  counsel 
who  gave  bond  opinions.  Litigation 
is  costing  about  $6  million  a  month. 
So  the  whole  thing  is  a  crapshoot — 
an  interesting  crapshoot,  but  not 
one  for  which  I'd  care  to  predict  the 
outcome.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 

Sure,  what  goes  up  must  come  down,  but 
dont  hold  your  breath  quite  yet. 

A  2000  DOW?  YAWN 


By  Susan  Lee 


Bulls,  bulls,  everywhere  bulls,  and 
hardly  a  bear  in  sight.  The  one-sid- 
edness  of  opinion  among  the  money 
runners  is  making  my  job  dull,  al- 
though it  is  doing  great  things  for 
people's  portfolios.  What  is  getting 
interesting,  however,  is  that  this  op- 
timism on  the  markets,  which  pro- 
ceeds directly  from  optimism  about 
the  economy,  persists  despite  the 
fact  that  the  economy  has  been  go- 
ing gangbusters  for  almost  four 
years  now. 

Doesn't  anyone  think,  therefore, 
that  the  recovery  is  getting  tired? 
Not  Robert  Milne  of  Duff  &  Phelps. 
Milne  figures  that  a  typical  business 
cycle  expansion  lasts  three  years, 
during  which  real  GNP  moves  up 
19%.  This  time  around,  however, 
growth  has  been  slower,  more  mea- 
sured. GNP  is  up  only  18%.  So, 
since  it  has  taken  us  four  years  to 
get  where  we  usually  are  in  three, 
he  thinks  the  economy  can  manage 
another  year  of  growth.  Milne 
speaks  for  most  of  the  people  I  talk 
with  on  The  Street. 

Not  that  money  runners  imagine 
the  market  will  go  straight  up  for 
another  year.  Some  see  a  serious 
correction  in  the  very  near  term — 
regardless  of  the  economy.  Peggy 


Susan  Lee  is  a  senior  editor  of  Forbes 

magazine. 


Forbes  of  Merrill  Lynch  thinks  the 
market  is  beginning  to  tire.  "There 
could  be  a  correction  all  the  way 
down  to  the  low  1700s."  And  then 
what?  Dow  2000,  here  we  come. 
Says  Forbes,  "That's  a  buying  op- 
portunity. The  Dow  will  be  much 
higher  by  the  end  of  the  summer." 

There  are  several  things  that 
could  trigger  this  steep  market  pull- 
back,  but  earnings  disappointments 
would  be  the  most  wicked.  Espe- 
cially since  the  market  has 
climbed — despite  soft  earnings — on 
the  promise  of  better  things  to 
come.  The  current  bet  is  that  earn- 
ings will  have  picked  up  by  late  this 
year.  Ernest  Mysogland  of  Wert- 
heim  Asset  Management,  for  exam- 
ple, argues  that  stated  earnings  in 
1985  were  depressed  because  of 
massive  writeoffs  by  major  corpora- 
tions. Absent  those  writeoffs,  earn- 
ings have  got  to  get  better  this  year 
even  if  business  doesn't  pick  up 
much.  Mysogland  says,  "In  a  period 
of  pretty  low  inflation  and  modest 
sales  growth,  even  10%  earnings 
growth  looks  quite  decent." 

Two  other  disappointments  that 
could  bring  on  that  pullback  are  a 
pickup  in  interest  rates  or  inflation. 
Up  to  now,  the  market  has  had  the 
advantage  because  the  news  on  in- 
flation and  interest  rates  has  been 
more  positive  than  consensus  ex- 
pectations. But  now,  says  Charles 
Booth  of  the  Bank  of  New  York, 
"We  are  getting  close  to  the  danger 
zone — approaching  the  time  when 
expectations  will  outpace  the  ca- 
pacity of  reality  to  justify  them." 

Most  money  movers  think  the 
Fed's  April  drop  in  the  discount  rate 
was  a  last  hurrah.  They  figure  that 
interest  rates  have  about  bottomed 
out.  Ditto  for  inflation,  which  has 


been  helped  by  oil  prices,  anoth 
one-shot  development. 

But  are  the  boys  and  girls  gettii 
into  cash  in  anticipation  of  the  rea 
tion?  Nope.  Despite  talk  of  a  ma) 
correction,  money  managers  are 
there  buying — and  holding  on 
what  they've  got.  Buying  and  hoi 
ing  what?  The  only  new  names 
hear  are  technology  stocks. 

Stock  picks  include  semicondu 
tors  like  Motorola,  along  with  con 
puter  companies  like  Apple,  DEC 
Hewlett-Packard  and  IBM.  IBM,  t 
the  way,  should  also  benefit  froi 
the  lower  dollar;  half  its  earninj 
have  come  from  overseas. 

Otherwise,  it  is  pretty  much  tt 
same  blue-chip  names.  Drug  con 
panies,  for  example,  which  shoul 
benefit  from  the  lower  dollar  an 
the  basic  growth  of  the  busines 
Names  here  include  Abbott  Lab 
Upiohn,  Merck,  Squibb  and  Pfizer 

And  insurance  companies.  TaM 
your  pick:  General  Re,  St.  Paul  Cos 
AIG,  Travelers,  American  Genera 
USLife,  Aetna,  USF&G.  All  of  thes 
stocks  sound  good  to  most  mone 
managers. 

There's  also  the  regular  lobby  fc 
regional  banks  and  financial  servic 
firms.  The  herd  name  here  seems  t 
be  Phibro-Salomon,  which,  sa 
money  managers,  is  undervalued. 

Ken  Heebner  of  Loomis,  Sayle 
thinks  the  most  undervalued  part  c 
the  market  is  the  home-buildrn 
sector.  "Mortgage  rates  comin 
down  to  the  single  digits  have  crea 
ed  explosion  in  demand,  the  likes  ( 
which  we  haven't  seen  in  five  or  si 
years,"  he  says.  He  likes  M.D.C 
one  of  the  largest  builders  in  th 
country;  Ryan  Homes  in  the  Nortl 
east;  Standard-Pacific  on  the  We: 
Coast;  and  the  Ryland  Group. 

The  only  real  no-nos  I  hear  seer 
to  be  energy,  commodities  and  basi 
cyclicals,  because  money  manage] 
don't  see  any  possibility  to  prof 
from  inflation.  (Although  a  valu 
player  like  Peggy  Forbes  thinks  th< 
energy  and  capital  goods  are  lookin 
attractive.) 

.  Net-net,  all  this  bullish  chat  i 
just  another  way  of  saying  that  n 
one  wants  to  fight  a  strong  marke 
A  100-point  drop  in  the  Dow  will  b 
followed  by  a  250-point  or  more  ns 
until,  of  course,  this  business  cycl 
expansion  peters  out.  But  don  't  hoi 
your  breath.  "Something  will  caus 
the  economy  to  fall  on  its  face, 
says  Duff  &.  Phelps'  Milne.  "At  th 
moment,  however,  I  can't  see  whe 
that  something  will  be. "  ■ 
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REAL  ESTATE 


DDGE — The  Coe  Lodge. 
:scribed  as  a  "mountain 
la,"  has  been  donated  to 
ind  ordered  sold.  Only  27 
it  Cody  nestled  in  a  lush  basin 
to  the  National  Forest,  it  was 
1  by  the  Coe  family  from  Buf- 
Cody  in  1911.  This  protected, 
led  valley  looks  out  over  a 
;ing  panorama  of  mountain 
valleys,  and  the  Big  Horn 
he  property  includes  a  cha- 
:  lodge,  a  caretaker's  house. 
Bill's  original  cabin.  487 
:res,  and  7  natural  spring-fed 
t-filled  lakes.  Contact  Ex- 
gent  for  the  Sellers: 
Hall  &  Hall,  Inc., 
x  1924,  Billings,  MT  59103 
(406)  252-2155. 
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NUDOROTWCHul 
IRS  35%  OFF!  1 

W  RG42,  Box  of  25) 
'/BOX!  (SAVE  $16.75)  | 

tioice  Natural.  Claro  or  Maduro 

bottom  prices  on  fresh,  perfect  I 

s,  Ooc  Dieaos.  H.  Upminni.  I 

n  Mlonu,  Royal  Jtmtlcas,  _ 

i.  FREE  catalog  800- 672-5544  I 

:  212-221-1408)  Send  check  or  ■ 

Id  shipping  S1  00  for  first  box.  _ 

Id'l  box  NY  res  add  sales  tax  I 
t  expires  June  30,  1986 

US  SMOKE  SHOP  | 

5  W  39th  St.,  New  York.  NY  10018  ■ 


YACHTS 


LTE  your  boat 

I  Cash  +  Tax  Savings 

ain  sale  lo  a  chanty,  our  cash 
your  income  tax  savings  give 
intial  financial  return 
teal  Estate  &  Motor  Vehicles. 

ICAN  INSTITUTE 
800-826-6840 
L:  305-772-5773 


LANEOUS  FOR  SALE 

rivlENT  GEMSTONES! 
lNTEED  LIQUIDITY!!! 

sale  catalog  Satisfaction  Gtd 
Member:  Jewelers  Board  of 
amber  Commerce.  American 
Assn 

OUSE  OF  ONYX 

<o.  One  Main  Street 
:nville,  Kentucky  42345 
L  FREE  1-800-626-8352 

S  APPOINTMENTS 


S  APPOINTMENTS 

'our  Salesmens  Appointments 
;urance  Professionals 
WRITE  OR  CALL 
OINTMENT  MAKERS 
Wilshire  Blvd  #204 
ta  Monica,  CA  90401 
\LL  TOLL  FREE 
30-523-0835  in  Calif. 
222-2923  Western  U.S. 
13)  395-4004  Local 


COMPUTERS 


DY-EPSON 


[h  year  of  DISCOUNTS 
d  or  Joe  McManus 
t  Prepaid  Save  Tax 
I  Free  800-231-3680 

iRYfDflC  INDUSTRIESINC 
22511  Kaly  Fwy 
i  (Houston)  TX  77450 
392-0747  Telex:  774132 


BUSINESS  OPPORTUNITIES 

Your  Road  To  Riches  Starts  Here 

Get  in  on  the  ground  floor  and  rise  to  the  top 
with  the  network-marketing  opportunity  of 
the  80's.  A  rapidly-expanding  organization 
headed  by  the  hottest  entrepreneur  in  Amer- 
ica today.  Four  revolutionary  nutritional  for- 
mulas endorsed  by  15  renowned  medical 
experts  including  two  former  Nobel  prize 
winners  in  medicine.  National  marketing 
support  by  superstar  sports  figures.  For 
more  details  plus  video  marketing  and  train- 
ing success  kit  call: 

Mr.  Coloney  at  1-800-835-2246,  Ext.  113 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise. Over  600  others  have,  ask  inem. 
Call  today  for  free  information. 

Speedy* 

23131  VERDUGO  DRIVE 
LAGUNA  HILLS,  CA  92653-1342 
CALL  1-800-854-3321 


15.000  BUSINESSES 
FROM  COAST 
TO  COAST 
No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
.  .     MULTIPLE  LISTING  SERVICE 

Toll  Free  800-327-9630 
W   in  Flo  call  800-533-4663 


SSS  FOR  SALE  BY  OWNER  $$S 

V?  Billion  S  Worth  of  Businesses  with 
No  Brokerage  Fees  Buyers  or  Sellers  Welcome 
Toll  Free  I  -SOU  233-21 15   In  TX  1714-9804865 

GREAT  WESTERN  j*ffi&k 

BUSINESS  EXCHANGE.  INC.  f  p 
14114  Dallas  Pkwy  .  #220  XjJfcari,* 
Dallas.  Texas  75240 


APPAREL  COMPANY 

Aggressive  new  company  in 
New  York's  garment  Center. 
Seeks  Capital  for  expansion. 
Sales  in  first  year  2  million 
plus.  Write: 

Box  #  301,  60  Fifth  Avenue, 
New  York,  NY  10011 


This  announcement 
is  neither  an  ofler  to 
sell  nor  the  solicita- 
tion of  an  otter  to 
buy  any  ot  these  se- 
curities The  ofler  is 
made  only  by  Pro- 
spectus. 

NEW  STOCK 
OFFERING 


No  offer  is  being 
made  and  no  sale 
will  be  made  in  any 
jurisdiction  in  whicn 
such  offer  or  sale 
would  not  be  in 
compliance  with  the 
securities  laws  of 
such  jurisdiction 
NEW  ISSUE 


THOROUGHBRED  INVESTMENTS,  INC 

OFFERING  PRICE  S  01  PER  SHARE 
MINIMUM  INVESTMENT  $500. 

Bfownslone-Smrth  Securities,  Corp  10211  W  Sample  Rd  ,  #115 
TOLL  FREE  1-800  331  -5289        Coral  Springs,  FL  33065 

For  more  info,  please  send  to  Brownstone-Smith,  Corp 


Address . 
City  


.  State  . 
-(B)- 


BUSINESS  SERVICES 


before  you  hire 

CROSS  OUT  THE 
CROOKS' 


*(ov«r  40S  of  p*opl*  art  dnhonmt) 

Nationwide  hundreds  of  Cor 
portions  use  P. O  S  PRE-EM- 
PLOYMENT OPINION  SURVEY 
(i  on*  ptgt  qutftionnairt) 

♦  PROVEN  VALID 

♦  LEGAL  IN  ALL  STATES 

♦  EASY  TO  UTILIZE 

♦  COST  VERY  LITTLE 
For  complete  information 
wntt  or  phona  (Toll  Fr*«) 

TO.S  Corpotbtiori 

P  O  Box  48232  •  Chicago.  IL  60648 
1  800  -  621  4008 


Forbes  Market/t 


EXECUTIVE  GIFTS 


You've  Paid 
The  Price 


FREE 


Eraenne 

(A  $10.95  VALUE) 


Here's  Your  Reward. 

A  very  classy  offer.  With  each  box  of  hand  rolled  H. 
Upmann  Dominican  cigars  you  order  at  our  famous  low 
prices,  you  get  a  quality  Lucienne  electronic  lighter  for  free. 
Order  soon,  limited  quantities  available. 

OLD  CHICAGO  SHOKE  SIOPS  "SSJrSRSf 

169  N.  Clark  St. 
Chicago,  Illinois  60601 


Illinois:  800-972-1135 
OTHERS  800-621-1453 


EXECUTIVE  SERVICES 


CHILDREN'S  GIFTS 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  Ye"  |or 
state  widthl  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  lor  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94  I  3  I         |41S|  585-6100 


SPORTS 


PEBBLE  BEACH  GOLD  CAP — 

$15.00.  With  PB  Give  $22.00.  Add 
$5.00  shpng.  PB  Plr— $60.00— vsor 
$10 .00.  Twl  $10.00,  Shrt  $30.00.  Swtr 
$40.00  Brm  Hat  $15.00.  Prce  Lst.  Bis. 
Bgs.  Clbs,  &  More.  Group/corp  disc. 
CORRICK  CALIF. 
Dept.  F,  PB,  Ca.  93953-0698 
408-426-9010/373-6894 


Backyard 
play  sets, 
ruggedly 
built 
of  4x4 
redwood 
to  withstand 
the  toughest 
'climate  for  years 
Call  or  write  for 
a  free  color  brochure 
WOODPLAY  Dept  F 
PO  Box  27904 
Raleigh.  NC  27611  7904 


Building  PlayValue  for  10  Yean 


BOOKS  AND  PERIODICALS 


EVENTS 


GOVERNOR'S  CANNONBALL  RACE 

Minnesota  has  granted  400  miles 
of  paved  county  forest  roads  to  50 
volunteer  corporate  presidents  and 
national  celebrities  to  race  their 
cars  September  18,  19  &  20.  This 
special  event  is  designed  to  help 
tourism  and  support  the  local  econ- 
omy in  St.  Louis  County.  Call  Matt 
at  1-312-888-7319  for  details 


SOFTWARE 


SSS  OPTION  INVESTORS  SSS 
THE  IAM  OPTION  STRATEGIST 

A  new  program  for  IBM-PC  selects  the  best 
option  strategy  for  you.  Computes  and  plots 
the  return,  defines  risk,  ranks  strategies. 
High  quality,  menu-driven.  No  commands 
to  Team  Only  $74  50  Free  details. 
I.A.M.  INC., 
P.O.  Box  1019,  Oak  Brook,  IL  60522 
(312)  369-8461. 


NEW  REFERENCE  BOOK 

a.r.  The  Complete  Annual  report  and 
Corporate  Image  Planning  Book  is  the 

only  publication  devoted  to  every  aspect 
of  creating 
annual  reports. 
This  hardbound, 
four-color,  slip- 
cased  volume  is 
over  350  pages, 
and  contains 
hundreds  of  ex- 
amples of  award- 
winning  annual 
reports.  Send  or 
call  for  more 
information: 

Alexander  Comm.,  212  W.  Superior, 
Chicago,  IL  60610;  312/944-5115. 


UTIVE  GIFTS 


ALL  NAME  BRANDS 

FAST-FRESH-CHEAP 

1-800-JR-CICAR 


The  Contrarian 


MONEY  &  INVESTMENTS 


The  market  is  up  40%  since  last  October. 
Time  to  run  for  the  lifeboats?  Not  yet. 

SHADES  OF  1929? 


By  David  Dreman 


This  bubbling  cauldron  of  a  market 
is  spooking  increasing  numbers  of 
investors.  A  recent  Wall  Street  Jour- 
nal Investment  Section  prominent- 
ly displayed  two  large  charts  dem- 
onstrating startling  similarities  be- 
tween the  current  market  and  the 
one  of  1929  just  prior  to  the  crash. 
Among  the  numerous  doomsayers 
quoted  was  one  of  the  nation's  lead- 
ing investment  strategists  who,  af- 
ter studying  the  similarities  for 
many  months,  concluded,  "We  are 
now  in  mid- 1928."  Fortune  last 
month  stated  that  the  smart  manag- 
ers of  the  Ben  Graham  school  had 
moved  to  the  sidelines.  The  swell  of 
warning  and  dire  prediction  is 
reaching  tidal  wave  proportions. 

Is  this  1929  all  over  again?  No 
way.  Let  me  tell  you  why. 

While  the  charts  published  look 
similar  for  both  periods,  it  is  only 
because  the  scales  used  to  plot  them 
are  wacko.  The  wild  market  of  1921- 
29  ran  up  sixfold  in  nine  years,  or  at 
a  22%  annual  compound  rate.  If  the 
current  market  had  been  measured 
correctly,  the  starting  point  should 
have  been  1965,  the  year  the  Dow 
first  reached  1000.  Since  then  it  has 


Datid  Dreman  is  managing  director  of 
Dreman  c-Embry,  Investment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 


increased  85%,  but  it  has  taken  a 
full  21  years  to  do  so — a  slim  3% 
gain  annually.  The  market  of  the 
Roaring  Twenties  thus  moved  up 
over  seven  times  as  fast  each  year  as 
the  current  one.  Adjust  the  current 
market  for  inflation,  and  the  gain 
from  1965  disappears  completely. 
Bubbling  cauldron,  indeed. 

In  perspective,  even  with  the  re- 
cent market  spurt,  equity  returns 
have  been  modest  over  the  past  two 
decades.  P/E  ratios,  depressed  for 
well  over  a  decade,  are  at  15  times 
earnings,  in  line  with  long-term 
norms,  while  corporate  profits  after 
inflation  are  increasing  for  the  first 
time  in  years  (in  1986  they  should 
rise  10%  to  15%). 

While  the  market  went  nowhere 
between  1965  and  1982,  asset  val- 
ues and  earnings  power  increased 
significantly.  One  indication:  Al- 
most 15%  of  the  companies  on  the 
Big  Board  have  been  taken  over  or 
have  become  LBOs  in  the  past  2 Vi 
years.  Why  were  they  taken  over? 
Because  their  market  price  did  not 
reflect  the  tremendous  buildup  in 
assets  and  earning  power  that  had 
taken  place. 

Finally,  we  have  a  better  environ- 
ment for  business  than  at  any  time 
since  the  early  1960s. 

Speculative  blowoff?  Market 
strength  has  been  in  solid  blue-chip 
stocks,  the  majority  of  which,  as 
noted,  went  nowhere  for  17  years. 
Speculation  in  new  issues,  emerg- 
ing growth  stocks,  and  on  the  Amex 
and  over-the-counter  has  been  low. 
The  fast-track  part  of  the  market 
actually  has  cooled  off  considerably 
since  mid- 1983. 

Why  then  are  there  so  many 
scared  investors?  Most  people  are 
conditioned  by  past  market  experi- 


ence, particularly  if  it  has  lasted 
long  time.  And  the  lesson  of  the  ] 
years  prior  to  1982  was  that  if  tr 
Dow  traded  over  1000,  you  had  1 
get  out  quickly. 

It's  very  hard  not  to  follow  thes 
established  market  standards.  Eve 
Benjamin  Graham  was  strongly  ii 
fluenced  by  the  depressed  levels  i 
the  1930s.  As  a  result,  the  standarc 
of  values  he  employed  were  so  strir 
gent  that  an  investor  adhering  t 
them  would  have  missed  most  c 
the  Great  Bull  Market  of  the  Fiftie 
and  Sixties. 

For  the  same  reason,  many  Be 
Graham  followers,  excellent  mone 
managers  normally,  nevertheles 
pulled  out  too  early  last  year;  the: 
standard  of  value  was  obsolete;  the 
were  demanding  too  much.  Be: 
Graham  subsequently  revised  hi 
own  rules  to  reflect  a  less  pessimis 
tic  standard  of  value.  His  follower 
will  have  to  do  likewise. 

I  believe  we  are  still  very  much  n 
a  bull  market,  one  that  could  go  t< 
2500  or  perhaps  higher  in  four  ti 
five  years.  No  doubt  a  correction 
and  probably  a  sharp  one,  is  over 
due.  Should  the  smart  investor  sel 
and  wait  to  get  back  in  after  th 
correction?  That's  risky  business  ii 
a  bull  market.  A  large  number  o 
pros  moved  out  of  the  market  ii 
September  and  early  October  las 
year,  convinced  a  break  was  immi 
nent,  only  to  see  the  Dow  advane 
550  points  in  six  months.  Again,  th 
attempt  to  time  proved  deadly. 

When  the  correction  finally  doe 
come,  here  are  some  stocks  I  woul< 
look  at: 

Amoco  (601  should  show  earning 
in  1986  of  over  S5  a  share  because  o 
a  30%  cut  in  its  exploration  budge 
and  better  marketing  and  refinin 
margins,  even  with  the  collapse  o 
oil  prices.  Amoco  trades  at  a  P/E  o 
9  and  yields  5.5%. 

McDonnell  Douglas  (85)  is  a  well 
diversified  defense  contractor  tha 
has  shown  18%  earnings  growtl 
over  the  past  five  years.  Despite 
poor  first  quarter,  caused  pnmaril' 
by  a  one-time  charge  to  its  Apach 
Helicopter  division,  earning 
should  mcrease  by  more  than  15^ 
in  1986.  It  appears  undervalued  at 
P/E  of  1 1  and  a  yield  of  2.4% . 

Travelers  (52)  should  show  signifi 
cantly  higher  rates  of  earnings  am 
dividends  several  years  out,  as  a  re 
suit  of  sharp  hikes  in  premiun 
rates.  The  stock  is  priced  at  1. 
times  depressed  1985  earnings  am 
yields  4.1%.  ■ 
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PUBLICATIONS,  INC.  A 

il  16 — Affiliated  Publications  Inc.  today  re- 
st-quarter earnings  in  1986  were  up  14.5%  to 
$.34  per  share,  versus  $5,321,000  or  $.29  per 
:omparative  period  in  1985. 
e  $94,633,000  as  compared  with  $86,286,000 
:  quarter  of  1985,  an  increase  of  9.7%. 
flor,  Chairman  of  the  Board  and  chief  executive 
e  first-quarter  profits  were  the  result  of  solid 
egories  of  Boston  Globe  advertising,  which 

irtising  gained  5.1%,  retail  5.6%  and  Classi- 

ales  for  The  Globe  were  also  strong.  Daily 
creased  16,252  to  522,017,  and  Sunday 
o  815,160,  as  compared  with  the  same  period 

ilications,  Inc.  is  the  parent  company  of  both 
iper  Company,  publisher  of  The  Boston 
ffj Mated  Broadcasting,  Inc.,  which  owns  and 
radio  stations  located  throughout  the  United 

o  owns  45%  of  the  common  stock  of  McCaw 
ns  Companies,  Inc.,  which  operates  cable 
ems  in  the  states  of  Alaska,  Arizona,  Hawaii, 
issouri,  New  Mexico,  New  York,  Oregon,  Texas, 
nd  Wyoming.  In  addition,  Affiliated  has  a  joint 
IcCaw  in  cable  television  systems  in  southern 

ates  radio  common  carrier  systems  in  the 
la,  Arkansas,  Hawaii,  Idaho,  Nevada,  Oklaho- 
jxas,  and  Washington.  Also,  McCaw  operates 
one  systems  in  California,  Kansas,  Missouri, 
igon,  Texas,  and  Washington. 

JARTER:  MARCH  30.  1986  (OOO's  omitted). 


Information. 


1986 

1985 

$  91,232 

$  82,592 

3,141 

3,406 

260 

288 

94,633 

86,286 

6,094 

5.321 

$.34 

$.29 

Share 

ree-for-two  stock  splits  paid  in  January,  1985  and  January, 

liel  Orr,  V.P.,  Affiliated  Publications,  Inc.,  135 
levard,  Boston,  MA  02107.  (617)  929-3035.) 

N 

ORTS  STRONGER  FIRST  QUARTER  RESULTS 

)ril  23,  1986)  AMETEK,  Inc.  (nyse/pse-AME) 
all-time  record  sales  and  improved  earnings 
arter  ended  March  31,  1986. 
;d  industrial  manufacturer  said  sales  for  the 
iths  of  $141.3  million  were  the  highest  for  any 
company's  history,  and  produced  net  income 
i  or  42  cents  per  share.  In  the  first  quarter  of 
earned  $8.9  million  or  41  cents  per  share  on 
.9  million. 

ited  by  several  businesses  which  AMETEK 
in  1985  contributed  to  the  record  first  quarter 
ccording  to  AMETEK's  president  Robert  L. 
II  lower  margins  and  the  company's  increased 
research  and  development  programs  in  the 
esulted  in  net  income  showing  only  a  slight 
previous  year's  profits, 
it  that  the  slow  but  steady  economic  upturn 
lack  in  the  third  quarter  of  1985  is  continuing. 


Demand  has  steadily  improved,  with  new  orders  up  more 
than  25  percent  in  the  first  quarter,  pushing  AMETEK's 
backlog  of  orders  to  a  record  $218  million,"  Noland  said. 
He  also  noted  that  his  company  was  gratified  that  its  GEMINI 
unmanned  robot  submarine,  operating  off  the  cost  of  Florida, 
had  located  and  recovered  the  critical  pieces  of  the  space 
shuttle  Challenger's  booster  rockets.  GEMINI,  built  by 
AMETEK's  Straza  division  and  operated  by  the  company's 
Eastport  subsidiary,  is  on  charter  to  the  U.S.  Navy  and  is 
operating  from  the  recovery  ship  "Stena  Workhorse." 

Three  months  ended  March  31 
1986*  1985 
Sales  $141,300,000  $119,944,000 

Net  Income  9,171,000  8,878,000 

Per  share  .42  41 

Dividends  Per  Share  .25  .20 

Average  Shares  Outstanding  22,033,203  21,906,035 

'Reflects  change  in  method  ot  accounting  for  certain  pension  costs. 
In  the  past  four  consecutive  quarters  AMETEK  has  earned  $1.60  per  share 

(Contact:  Darrah  Ribble,  AMETEK,  Inc.,  Station  Square  Two, 
Paoh,  PA  19301.  Phone:  (215)  647-2121.) 

COMPUTER  TASK  GROUP,  INC.  0 

BUFFALO,  N.Y.  April  1 1— Computer  Task  Group  Inc.  Friday 
announced  continued  increases  in  revenues,  earnings  per 
share  and  net  income  for  the  first  quarter  of  1986. 

Revenues  were  $32,711,000,  an  increase  of  26  percent 
over  the  first  quarter  of  1985  revenues  of  $26,035,000. 
Earnings  per  share  for  the  same  period  grew  by  13%  from 
24  to  27  cents,  while  net  income  grew  from  $773,000  to 
$1,331,000,  an  increase  of  72%  over  the  1985  first  quarter. 

In  discussing  the  quarterly  results,  David  N.  Campbell, 
chairman  and  chief  executive  officer,  pointed  out  that  the 
reason  for  earnings  per  share  growing  13  percent  while  net 
income  grew  by  72  percent  was  due  to  the  increase  in 
number  of  common  stock  shares  outstanding  compared  to 
1985.  The  large  increase  in  shares  was  due  to  the  stock 
offering  of  last  summer,  when  CTG  sold  an  additional  1.1 
million  shares. 

He  also  stated  that  CTG's  revenue  growth  of  26  percent 
allowed  the  company  to  continue  to  expand  its  share  of  the 
market  for  commercial  software  development  services. 

This  was  CTG's  13th  consecutive  quarter  of  record  setting 
revenue  growth.  Computer  Task  Group  Inc.  is  one  of  the 
largest  U.S.  providers  of  computer-related  professional 
services  to  commercial  clients.  Through  a  -network  of  45 
branch  offices,  employing  in  excess  of  2.000  systems 
engineers,  the  company  assists  its  clients  in  designing, 
programming,  implementing,  and  maintaining  custom  com- 
puter software  systems. 

Shares  are  publicly  traded  through  the  National  Associa- 
tion of  Securities  Dealers  under  the  symbol  CTSK. 
Computer  Task  Group  Inc. 
Financial  Highlights 

Quarter  Ended  Percent 

3/31/86  3/31/85  Change 

Revenue                     $32,711,000  $26,035,000  +  26 

Income  before  taxes             2,465,000  1.516.000  +  63 

Net  income                    $1,331,000  $773,009  +  72 

EPS                                   $.27  $.24(a)  +13 
(a)  Restated  for  3-for-2  stock  split  May  1985. 

(Contact:  William  P.  Adamucci,  Vice  President-Finance, 
Computer  Task  Group,  Inc.,  800  Delaware  Avenue,  Buffalo, 
N.Y.  14209  Phone  (716)  882-8000.) 

HECTOR  RESOURCES  INC.  O-V 

 FINANCING  ARRANGEMENTS  COMPLETED 

 MINING  ACTIVITY  COMMENCING 

 CHINA-JOINT  VENTURE  PARTICIPATION  UNDER  DISCUSSION 

April  24,  1986 
FINANCING  UP-DATE 

Due  to  a  delay  involving  the  Company's  proposed  Private 


Placement  of  400,000  shares  at  $1.00  per  share  and  the 
desirability  of  proceeding  immediately  with  certain  acquisi- 
tions and  property  programs  the  Private  Placement  will  not 
be  proceeded  with.  Subject  to  regulatory  approval,  a  public 
offering  of  300,000  units  has  this  week  been  arranged  at  a 
proposed  price  of  $1.50  per  unit.  Documentation  for  this 
financing  is  currently  being  completed  and  will  be  submit- 
ted for  approval  by  the  regulatory  authorities  within  the  next 
week.  This  financing  will  provide  sufficient  funding  for  all 
corporate  requirements. 
MINING  ACTIVITY 

Exploration  programs  which  will  include  diamond  drilling 
will  commence  shortly  on  both  the  Company's  American 
Flag  Mine  Property  located  near  Kingman,  Arizona  and  on 
recently  acquired  mineral  claims  in  the  Casa  Berardi  - 
Joutel  Mining  District  in  northern  Quebec.  Management  is 
also  continuing  negotiations  for  the  acquisition  of  mineral 
claims  located  on  west  central  Bank's  Island  which  are 
contiguous  at  the  north-west  to  the  property  of  Traders 
Resources  Corp. 
CHINA  -  JOINT  VENTURE 

Discussions  have  recently  been  initiated  with  interests  in 
Hong  Kong  whereby  "Hector"  may  participate  in  certain 
trading  activities  with  the  Peoples'  Republic  of  China. 
Further  information  pertaining  to  this  potential  investment 
will  be  announced  as  negotiations  progress. 

CAPITALIZATION  LISTED 

Authorized      -  10,000,000  Common  shares  Vancouver  Stock  Eich  -  ticker  symbol  HEC 

Issued         -  1.010.000  Free  Trading 

750,000  Escrow  United  States                  -OTC  HEC  V 


1,760,000  Common  Shares 

(Company  contact:  Charles  S.  Underhill,  President/Direc- 
tor, Hector  Resources  Inc.,  Suite  1140  -  625  Howe  St., 
Vancouver,  B.C.,  Canada,  V6C  2T6.  Phone:  (604)  689-5588.) 

PARKER  HANNIFIN  CORPORATION  N 

CLEVELAND,  OH.,  Apr.  17— Parker  Hannifin  Corporation 
(PH-NYSE)  today  declared  a  3-shares-for-2  stock  split  and  a 
7.1  percent  increase  in  its  cash  dividend. 

The  additional  shares  will  be  distributed  June  6,  1986  to 
shareholders  of  record  May  13,  1986.  The  Company  said 
that  cash  will  be  paid  in  lieu  of  fractional  shares.  The 
dividend  increase  marks  the  30th  consecutive  fiscal  year  of 
increased  return  to  shareholders,  and  raises  the  quarterly 
payout  on  a  pre-split  basis  from  $.28  to  $.30.  This  marks 
the  Company's  144th  consecutive  dividend.  "The  stock  split 
and  dividend  increase  reflects  the  Company's  growth  and 
confidence  in  the  business  outlook  over  the  next  several 
quarters,"  said  Paul  G.  Schloemer,  president  and  chief 
executive  officer. 

Parker  Hannifin  produces  the  world's  broadest  line  of  fluid 
power  systems  and  components  for  industrial,  automotive, 
aviation,  space  and  marine  markets.  Sales  in  fiscal  1985, 
ending  June  30,  were  $1.46  billion,  with  net  income  of  $84.1 
million. 

(Contact:  W.C.  Young,  Treasurer  or  R.G.  Charlton,  Vice 
President,  Corporate  Communications,  Parker  Hannifin  Cor- 
poration, 17325  Euclid  Avenue,  Cleveland,  OH  441 12.  PHone 
(216)  531-3000,  ext.  2238  and  2750  respectively.) 

TELEFLEX  INC.  A 

LIMERICK,  Pa.,  April  16— Teleflex  inc.,  today  reported  that 
revenues  for  the  first  quarter  ended  March  30,  1986  were 
$48,912,000  compared  to  $42,804,000  for  the  same  three 
months  last  year. 

Net  income  increased  to  $3,778,000  or  $.70  per  share  for 
the  quarter  versus  $2,741,000  or  $.52  per  share  for  the 
same  period  in  1985.  The  1985  quarter  included  a  charge  of 
$680,000,  net  of  taxes,  or  $.13  per  share  for  settlement  of  a 
legal  matter. 

COMPARATIVE  SUMMERY  OF  REVENUES  AND  EARNINGS 

(Unaudited) 

Three  months  ended           March  30,1986  March  31,  1985 

Revenue                                 $48,912,000  $42,804,000 

Income  before  taxes                     $6,297,000  $4,726,000 

Net  income                             $3,778,000  $2.741,000(a) 

Earnings  per  share                              $.70  $.52(3) 
(a) — Includes  a  charge  of  $.13  per  share  or  $680,000.  net  of  taxes,  for 
settlement  of  a  legal  matter. 

Teleflex  Inc.,  is  a  company  which  solves  engineering 
problems  by  the  development  and  application  of  new 
specialized  technologies. 

(Contact:  John  H.  Remer,  Senior  Vice  President  or  John  F. 
Schoenfelder,  Treasurer,  of  Teleflex  at  155  S.  Limerick  Rd., 
Limerick,  Pa.  19468,  or  phone  (215)  948-5100.) 


(For  advertising  information  on  Corporate  Report  Updates,  call  Sarah  Madison  (212)  620-2371.) 


IX  PARADISE 

An  island  paradise  that  offers 
x~\  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  SI, 650 
per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1001 1 
or  call  212/620-2461. 
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A  few  excellent  new  knowledge  produa 
worthy  of  the  businessman  s  attention. 


READER'S  CHOICE 


By  Srully  Blotnick 


h  9t 


Some  of  the  best  new  books  and 
computer  software  released  in  re- 
cent months  have  come  from  small- 
er firms,  usually  with  little  or  no 
accompanying  hoopla.  I  would  like 
to  bring  a  few  of  them  to  the  atten- 
tion of  managerial  readers  and  ana- 
lysts who  want  to  keep  current. 

Cambridge  University  Press  (800- 
431-1580;  in  New  York,  914-235- 
0300)  has  just  published  Sumerical 
Recipes:  Tlx  Art  of  Scientific  Computing 
i$39.50)  by  William  Press  of  Har- 
vard and  three  collaborators  from 
Exxon,  Cornell  and  Polaroid.  In  this 
800-page,  extremely  well-written 
book  there  are  200  computer  pro- 
grams, each  in  Fortran  and  in  Pas- 
cal, and  they  allow  IBM  PC  users  to 
utilize  a  wide  variety  of  routines 
that  until  now  were  available  pri- 
marily on  mainframe  machines. 

My  staff  and  I  have  run  dozens  of 
these  programs — especially  those 
on  maximizing  and  minimizing 
functions  and  the  statistical  de- 
scription and  modeling  of  data — and 
they  performed  flawlessly.  Inexpen- 
sive diskettes  at  $19.95,  containing 
machine-readable  versions  of  all  the 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  autl?or  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 


Fortran  subroutines  and  Pascal  pr 
cedures  in  the  book,  are  also  ava: 
able.  Any  technology  company  th 
doesn't  have  a  few  copies  of  th 
work  and  the  accompanying  di 
kettes  is  wasting  the  precious  tin 
of  its  best  researchers.  Both  wou 
be  bargains  at  twice  their  price. 

Obstetricians  speak  often  noi 
about  delivering  a  "perfect  baby 
and  there  are  so  many  advertis 
ments  featuring  sculpted,  seemin, 
ly  ideal  bodies,  it  is  easy  to  forg< 
that  millions  of  people  have  min< 
and  maior  handicaps,  some  tempi 
rary,  others  permanent.  For  the; 
individuals  there  was  no  readil 
available  reference  work  containir 
the  kind  of  educational  informatic 
they  needed.  Now,  there  is. 

Academic  Press  (800-321-5068;  i 
Florida,  305-345-4100)  has  recent! 
published  four  paperback  books,  a 
by  M.A.  Liscio — A  Guide  to  Colleg 
for  Visually  Impaired  [Hearing  In 
paired:  Mobility  Impaired:  Leamit 
Disabled!  Students.  Each  is  $26.9 
though  if  the  four  are  purchased  as 
set,  the  price  is  S90.  Two-  and  fou 
year  colleges  across  the  country  ai 
discussed,  with  a  careful  list  of  xi 
special  arrangements  each  mak< 
for  students  with  different  disabi 
ities.  High  school  guidance  counse 
ors  and  parents  of  handicapped  chi 
dren  will  find  these  works  valuabl 
but  so  will  the  many  corporatior 
concerned  about  the  education 
needs  of  their  employees. 

To  gain  a  real  understanding  < 
the  important  developments  no 
takmg  place  in  the  world  of  sem 
conductors  and  lasers  it  is  essenti, 
to  learn  a  little  about  what  takf 
place  at  the  quantum  level.  Ft 
those  who  have  taken  calculus  ar 
introductory  physics,   77j>e  Pictw 
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of  Quantum  Mechanics,  by 
mdt  and  H.  Dahmen  (John  Wi- 
ll Sons,  $29.95)  is  a  delightful 
.,  one  in  which  numerous  illus- 
ms  help  carry  the  reader  along 
Id  the  text  or  equations  not 
I  the  point  clearly, 
long  the  many  books  on  quan- 
mechanics,  a  new  one  from 
on  &  Breach  (212-206-8900)  is 
idout.  It's  called  Quantum  Me- 
cs:  A  Modern  Introduction  ($29) 
.  Das  and  A.  Melissinos.  The 
mthors,  both  professors  at  the 
ersity  of  Rochester,  obviously 
great  affection  for  the  subject 
nake  the  book  seem  more  like 
ndly  conversation  with  experts 
a  dry-as-dust  technical  tome, 
searchers  concerned  about  the 
netry  aspects  of  the  systems 
are  studying  will  find  a  recent 
cation  from  Springer  Verlag 
460-1500)  of  interest.  It  is 
5  Theory  (Volume  I,  $34;  Vol- 
II,  $89)  by  M.  Suzuki.  Beauti- 
written,  this  work  can  serve  as 
tad-based  introduction  to  the 
or  as  a  modern  reference, 
other  noteworthy  Springer  text 
liconductor  Physics:  An  Introduc- 
$29)  by  K.  Seeger.  It  offers  an 
illy  clear  exposition  of  the  ba- 
rinciples  rather  than  a  discus- 
Df  any  particular  (and  soon  ob- 
i)  solid-state  device, 
a  lighter  vein  is  a  recent  book 
Little,  Brown  by  Fortune  writer 
Rowan,  We  Intuitive  Manager 
?5).  Rowan's  slim  work  attacks 
ysis  paralysis."  By  this  he 
is  the  tendency  of  many  com- 
s  to  use  data-oriented  ap- 
hes  to  find  solutions  to  what 
hem  on  the  product  develop- 

and  sales  sides.  What  is  the 
lative?  Rowan  insists  that  the 
managers  use  what  he  calls 
eureka  factor" — a  moment  of 
ination,  an  "I've  found  it" 

referred  to  by  scientists, 
wan  contends  that  similar 
3  are  at  work  in  business,  but 
'hunch"  is  an  odious  word  to 
igers.  In  his  words:  "Often,  the 
st  roadblock  to  creative  deci- 
making  is  not  having  the  guts 
low  a  good  hunch.  And  in  no 
is  that  roadblock  more  inhib- 
than  the  boardroom." 
wan's  book  is  one  that  many 
igers  will  find  too  light  to  be 
than  a  magazine  article.  But  it 
seful  antidote  for  those  execu- 
who  have  come  to  depend  too 
ly  on  the  technically  oriented 
\.s  they  so  eagerly  hire.  ■ 


Three. 
Dynamic 

Sectors 

Here  are  three  investment  opportunities,  available  from  Fidelity 
Select  Portfolios?'  These  industry-targeted  sector  portfolios  give 
you  a  chance  to  focus  on  exciting  but  volatile  areas  of  potential 
growth: 

Financial  Services  Portfolio.  Government  deregulation, 
and  the  recent  proliferation  of  finance-oriented  companies  and 
services  have  opened  up  new  opportunities  in  this  industry.  Fidel- 
ity Select  puts  them  within  reach. 

Brokerage  and  Investment  Management.  Recent  stock 
market  trends  have  caused  a  lot  of  activity  in  today's  exciting 
investment  industry.  Consider  Select's  Brokerage  and  Investment 
Management  Portfolio. 

Savings  &  Loan  Portfolio.  Lower  interest  rates  and  dereg- 
ulation have  focused  investors'  attention  on  the  nation's  thrift 
industry.  Now  it's  easy  to  get  a  Fidelity  researched  and  diversified 
portfolio  of  Savings  and  Loan  stocks. 

Find  out  more.  You  get:  •  Convenient  telephone  liquidity  • 
Four  free  exchanges  between  portfolios  per  year  •  Fidelity's 
expert  sector  research  and  portfolio  management.  Start  with 
just  $1000;  $500  for  IRAs. 


Fidelity  Select  Portfolios™ 

For  more  complete  information,  including  management  fees,  expenses,  the 
2%  sales  charge,  and  the  1%  redemption  fee,  call  or  write  for  a  free  pro- 
spectus. Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distribu- 
tors Corporation:  General  Distribution  Agent,  P.O.  Box  660603,  Dallas,  TX 
75266. 


Name- 
City— 


.Address. 


.State. 


□  Free  IRA  Fact  Kit  (SELI) 

Call  toll  free  24  hours. 

1-800-544-6666 

In  Mass.call  collect  1-617-523-1919. 


.Zip. 
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Commodities 


move  very  quickly.  Therefore, 
must  be  closely  watched. 
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Though  exports  have  picked  up  markedly 
since  the  year  began,  opportunities  for  a 
strong  advance  in  soybeans  seem  limited. 

A  BEAR  FOR  BEANS 


By  Stanley  W.  Angrist 


After  rallying  briefly  in  March,  soy- 
bean futures  retraced  most  of  their 
move  as  they  responded  to  the  first 
soybean  planting  reports,  favorable 
Brazilian  weather  and  a  rebound  in 
the  U.S.  dollar.  In  general,  the  lack 
of  any  bullish  news  has  confined 
beans  to  a  basically  sideways  trad- 
ing pattern.  Usage,  however,  has 
remained  strong.  Several  soybean 
meal  contracts  made  life  of  con- 
tract highs  in  March,  while  soybean 
oil,  the  complex'  weak  sister, 
showed  stabilized  prices  in  the 
same  period. 

In  mid-March  the  U.S.  Depart- 
ment of  Agriculture  revealed  the 
first  estimates  of  planting  inten- 
tions for  the  new  year  on  the  basis 
of  a  survey  taken  around  Mar.  1. 
The  trouble  with  that  estimate  is 
that  the  farm  bill  details  were  still 
being  argued  in  the  Congress.  So  it 
is  highly  likely  that  soybean  pro- 
ducers who  also  raise  corn  had  not 
finalized  their  planting  intentions, 
which  would,  of  course,  be  depen- 
dent on  the  loan  rates  for  corn.  The 
intentions  report  indicated  that 
bean  plantings  will  total  62  million 
acres,  down  2%  from  last  year. 

New  crop  futures  currently  indi- 

Stantey  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


cate  a  soybean/corn  price  ratio  of 
over  2.5-toT,  which  would  favor 
bean  acreage  over  corn.  But  as  those 
prices  change,  so  will  planting  in- 
tentions. The  major  nonprice  factor 
influencing  bean  plantings  is  the 
weather.  A  dry  spring  tends  to  favor 
corn;  a  wet  spring  that  delays  corn 
planting  generally  leads  to  more 
bean  acreage. 

The  overall  decline  in  the  dollar 
since  last  year  and  the  smaller  Bra- 
zilian crop  have  had  a  beneficial  ef- 
fect on  soybean  exports.  Through 
early  April  they  were  up  19%  over 
last  year's  and  were  widening. 

The  new  farm  program  continues 
to  dominate  this  and  other  grain 
markets.  A  lower  loan  rate  and 
threats  of  sales  of  government  crop 
inventories  continue  to  weigh  on 
advances.  The  prospect  of  lower 
prices  will  encourage  bean  users  to 
become  even  more  conservative  in 
their  purchases  of  old  crop  beans. 
There  is  also  the  possibility  that 
soybeans  might  be  released  to  the 
market  this  summer  as  compensa- 
tion for  participating  in  the  farm 
program  through  the  payment-in- 
kind  (PIK)  arrangement. 

For  me,  the  bearish  factors  out- 
weigh the  bullish  ones,  causing  me 
to  look  at  a  bear  spread  in  beans.  I 
would  try  to  buy  September  beans, 
while  selling  July,  with  the  July  at 
least  at  a  10-cent  premium  to  Sep- 
tember. Wayne  Esserman's  spread 
handbook,  reviewed  in  my  Apr.  28 
column,  gives  this  spread  a  very 
high  reliability  ranking.  I  would 
risk  no  more  than  5  cents  (S250  per 
spread)  from  my  entry  point  for  a 
profit  of  15  cents  ($750  per  spread). 
The  margin  on  this  trade  is  $600.  In 
the  event  of  a  summer  drought,  this 
spread   would   make   an  adverse 


There  are  enough  charlata 
floating  around  in  the  futures  bi 
ness  so  that  it  is  always  a  good  idll 
to  watch  to  whom  you  send  yo 
money.  The  situation  is  nowhe 
worse  than  among  trading-syste 
sellers.  There  are,  of  course,  nume 
ous  honest  purveyors  of  system 
Unfortunately,  there  are  many  wH 
offer  all  but  worthless  goods.  But  i 
system  is  likely  to  make  yc 
wealthy,  although  there  are  a  nur 
ber  of  systems  available  that  w: 
assist  you  in  your  trading. 

John  R.  Hill,  a  longtime  commo 
ity  trader  and  system  developer  : 
his  own  right,  decided  to  do  som 
thing  about  the  charlatans.  He  star 
ed  a  newsletter  that  evaluates  sy 
terns,  software,  books  and  the  lik 
In  addition  to  doing  evaluatic 
work,  he  is  also  making  availab. 
for  between  $10  and  $50  many  i 
the  highly  touted  systems  of  th 
past  that  are  now  in  the  public  d( 
main.  Some  of  the  systems  he  : 
selling  originally  cost  $3,000.  H 
operation  is  nonprofit,  with  wha 
ever  is  left  after  expenses  donated  t 
charity.  For  more  informatioi 
write  Futures  Truth,  815  Hillsic 
Road,  Hendersonville,  N.C.  28739 

Do  you  consider  yourself  a  real! 
good  futures  trader?  In  the  past 
have  described  a  number  of  tradir 
contests  for  people  who  considf 
themselves  the  best.  (It  is  interes 
ing  to  note  that  only  about  20%  < 
the  entrants  in  such  contests  finis 
with  positive  rates  of  return.)  A  Ch 
cago-based  discount  brokerage  firn 
312-Futures,  is  running  a  tradir 
contest  with  a  big  difference. 

Entrants  in  this  melee  are  beir 
tempted  with  a  first  prize  of  half-; 
million  dollars  for  the  trader  whos 
account  is  largest  at  the  close  < 
business  on  Dec.  15,  1986.  Yo 
can't  start  with  an  account  size  th; 
exceeds  $30,000  at  the  onset  of  tra< 
ing  on  May  15.  Contestants  will  pa 
a  round-turn  commission  of  $3( 
which  means  that  312-Futures  wi 
be  charging  a  commission  that  : 
higher  than  what  you  can  get  < 
most  discounters.  Still,  a  prize  < 
half-a-megabuck  is  likely  to  attra< 
a  lot  of  new  customers  for  the  firn 
It's  just  like  the  lottery,  except  i 
this  case  the  prize  goes  to  the  moi 
skilled  and  the  luckiest  rather  tha 
just  to  the  luckiest.  For  details,  ca 
800-621-3424.  ■ 
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THE  AMERICAN  EAGLE 
AWARDS  FOR  1986 

Presented  by  Invest-In-America  National  Council 


THE  WHITE  HOUSE 

WASHINGTON 


March  18, 1986 

I  am  pleased  to  send  warm  greet- 
ings to  those  gathered  for  the  37th  an- 
nual American  Eagle  Awards  Lunch- 
eon of  the  Invest-In-America  National 
Council. 

At  this  time,  you  honor  three  great 
Americans:  Senator  Barry  Goldwater, 
Malcolm  Forbes,  and  Robert  Dee. 
These  three  have  achieved  outstand- 
ing individual  success  and  have  con- 
sistently demonstrated  sincere  pa- 
triotism. In  paying  them  this  well- 
deserved  tribute,  you  also  hold  up  to 
future  generations  examples  worthy 
of  emulation.  I  heartily  congratulate 
each  of  these  outstanding  citizens  and 
I  commend  the  Council's  membership 
for  this  event  and  for  its  continuing 
service  to  our  beloved  Republic. 

Nancy  joins  me  in  sending  best 
wishes.  God  bless  you  all. 


Every  year  for  the  last  36  years,  the  Invest-In-America 
National  Council  has  presented  its  American  Eagle  Award  to 
individuals  who  have  demonstrated  their  support  for  the 
free  market  system. 

In  1982,  President  Ronald  Reagan  joined  a  distinguished 
group  of  Americans,  whose  names  in  recent  years  include: 
Former  President  Gerald  R.  Ford;  The  Hon.  Vice  President, 
George  Bush;  The  Hon.  Former  Secretary  of  State,  Alexander 
M.  Haig;  The  Hon.  Former  Secretary  of  Treasury,  William 
E.  Simon;  The  Hon.  Marvin  Stone,  Deputy  General  of  the 
U.S.  Office  of  Information;  Dr.  Arthur  S.  Burns,  Former 
Chairman,  Board  of  Governors  of  the  Federal  Reserve  Sys- 
tem; The  Hon.  Walter  H.  Annenberg;  The  Hon.  Jeane  J. 
Kirkpatrick;  The  Hon.  Clare  Boothe  Luce;  The  Hon.  Harry 
E.  Byrd,  Jr.,  United  States  Senator  (Virginia);  Dr.  Michael 


Novak,  Author,  Lecturer  American  Enterprise  Institute; 
J.  Peter  Grace,  Chairman  &  CEO  of  W.R.  Grace  &  Compa- 
ny; Robert  J .  Buckley,  Chairman  &  CEO  of  Allegheny  Interna- 
tional, Inc.;  Paul  F.  Oreffice,  President  &  CEO  of  the  Dow 
Chemical  Company;  Justin  Dart,  Chairman  of  Dart  &  Kraft, 
Incorporated. 

On  June  13,  1984,  the  American  Eagle  went  overseas  to  10 
Downing  Street  and  was  presented  to  The  Honorable  Prime 
Minister  Margaret  Thatcher. 

In  1985,  the  American  Eagle  awardees  were:  The  Honor- 
able Chief  Justice  Warren  E.  Burger;  Edward  G.  Jefferson, 
Chairman  and  Chief  Executive  Officer  of  the  E.I.  DuPont  de 
Nemours  Corporation;  and  J.  Clayburn  LaForce,  Jr.,  Dean  of 
the  Graduate  School  of  Management  of  the  University  of 
California  at  Los  Angeles. 


INVEST-IN-AMERICA  NATIONAL  COUNCIL,  INC. 

A  NON-PROFIT  ORGANIZATION  FOR  THE  ADVANCEMENT  OF  ECONOMIC  UNDERSTANDING 


Chartered  in  1949 


Streetwalker 


Paper  chase 

Okay,  we're  in  a  volatile  but  basi- 
cally hot  market.  Even  so,  can 
stodgy  International  Paper  Co.  possi- 
bly be  worth  over  20  times  likely  1986 
earnings  and  16  times  what  paper  ana- 
lyst Mark  Kurland  thinks  IP  will  earn 
next  year?  Recently  S9Vi,  IP  com- 
manded those  fancy  multiples.  By 
contrast,  the  paper  and  forest  prod- 
ucts group  as  a  whole  sells  at  14  times 
this  year's  earnings  and  at  11.5  times 
1987  projections. 

The  bulls  argue  that  IP  still  sells  at 
a  10% -plus  discount  from  book  value. 
What  with  all  the  other  forest  prod- 
ucts takeovers,  they  say,  IP  might 
well  be  the  next  to  fall.  Or  wood  prod- 
uct prices  might  rise  again. 

Kurland,  of  New  York's  Mabon, 
Nugent  &  Co.,  thinks  the  current 
share  price  is  far  too  high.  He  remem- 
bers that  in  the  early  1980s  IP  bet  the 
ranch  that  double-digit  inflation 
would  continue  in  its  commodity 
lines.  Five  years  and  $3  billion  later, 
that  capital  program  seems  to  have 
bombed.  For  instance,  there's  the 
$630  million  linerboard  mill  that  IP 
built  in  Mansfield,  La.  when  liner- 
board  was  $300  a  ton;  the  plant  was 
commissioned  in  1979.  IP  expected 
linerboard  to  go  to  $400  a  ton  by  1982. 
Instead,  linerboard  fell,  and  IP  ended 
up  selling  tonnage  overseas  for  under 
$200.  Current  price:  $290  a  ton.  Kur- 
land says  the  company  will  be  lucky 
to  salvage  a  3%  return  on  the  Mans- 
field investment. 

If  paper  prices  continue  to  improve 
next  year,  Kurland  admits  there's  al- 
ways a  chance  that  IP's  earnings  could 
reach  the  $6-a-share  level  IP  enjoyed 
in  booming  1980-81.  But  Kurland  sug- 
gests you're  better  off  in  Great  North- 
ern Nekoosa,  Union  Camp,  Westvaco 
or  Hammermill.  If  prices  snap  back  so 
grandly,  the  earnings  of  these  should 
exceed  their  last  profit  peaks  by  30% 
to  50%,  whereas  International  Paper 
will  do  well  simply  to  match  its  past 
peak.— Thomas  Jaffe 


ou  should  buy  straw  hat  stocks 
in  December,  when  should  you 
buy  Halloween  stocks?  Now,  says  Da- 
vid Leibowitz  of  New  York  City's 
American  Securities  Corp.  Leibowitz' 
choice:  Spearhe  d  Industries,  Inc.  of 
Minneapolis.   Spearhead  (estimated 
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sales  for  the  May  31  fiscal  year,  $21.5 
million)  makes  masks,  costumes, 
makeup  paints  and  kits.  The  compa- 
ny also  has  an  Easter  line  and  recently 
branched  into  action  toys,  licensing 
Madballs  products  from  an  American 
Greetings  unit.  But  most  of  its  prod- 
ucts are  for  Halloween,  so  its  sales  are 


Halloween  mask  by  Spearhead 
Investor-friendlier? 


booked  mainly  in  August  and  Sep- 
tember. Leibowitz  expects  earnings 
for  fiscal  1986  to  be  up  50%,  to  45 
cents  a  share,  and  to  60  cents  for  fiscal 
1987.  Recently  4%  o-t-c,  the  stock 
sells  for  a  P/E  of  just  7  times  anticipat- 
ed earnings.  Risk?  There  are  only  2.5 
million  shares  outstanding,  half 
owned  by  insiders.  That  said,  spring 
trick  or  treat,  anybody? — T.J. 


Food  for  thought 

Investors  who  feel  Texas  stocks 
have  been  oversold  but  are  still 
nervous  about  the  oil  and  bank  stocks 
might  consider  $1.2  billion  (sales) 
Cullum  Cos.,  Inc.  Cullum's  Tom 
Thumb  grocery  stores  and  Page  Super 
Drugs  outlets  are  mainly  in  the  Dal- 
las/Fort Worth  and  Austin  areas,  nei- 
ther of  which  is  as  depressed  as  Hous- 
ton or  areas  along  the  Gulf  Coast. 
Analyst  Daniel  Wewer  Jr.  of  Houston- 
based  Rotan  Mosle  predicts  earnings 
will  be  up  8%,  to  $1 .70  a  share,  for  the 
fiscal  year  ending  June  30,  and  then 
increase  17%,  to  $2.05,  in  fiscal  1987. 

Wewer  applauds  Cullum's  strategy 
of  combining  its  grocery  and  drug- 
store lines  under  one  roof.  This,  he 
contends,  will  enable  Cullum  to  add 
more  nonfood  items  to  its  merchan- 


dise mix;  these  carry  higher  marll 
and  so  should  boost  gross  mar| 
Meanwhile,  Cullum  shut  a  monej 
ing  midwestern  chain  last  year  an 
focusing  on  its  ten-store  Pantry  su 
market  group  in  Los  Angeles. 

Recently  trading  at  22 lA,  Culk 
stated  book  is  only  $10.40  a  share. 
Wewer  says  the  book  value  is  un 
stated.  He  notes  that  Cullum's  hj 
quarters  and  distribution  center 
on  25  acres  in  North  Dallas  that 
25  cents  per  foot  in  1975.  The  con 
ny  now  wants  to  build  a  new  com] 
elsewhere,  and  it  could  sell  the 
site  for  up  to  $50  a  foot.  With  32": 
Cullum's  10.9  million  shares  in 
hands  of  insiders,  Wewer  doubts 
stock  can  fall  much. — T.J. 


Dewy  and  the  Hobie  Cats 

This  item  is  about  an  overval 
stock  and  a  rock  band.  The  stoc 
that  of  $443  million  (sales)  Coler 
Co.,  which  makes  the  lanterns,  Hq 
Cat  sailboats,  California  Coopei 
hot  tubs  and  sundry  outdoor  re 
ational  equipment.  Earnings  sank 
decade-low  $1.46  a  share  last  year 
should  recover  to  at  least  $2.25 
year,  thanks  in  part  to  overdue  pi 
ing  of  Coleman's  product  lines. 

Meanwhile,  The  Street's  sell-sic 
love  a  good  story  and  are  using  Mic 
East  terrorism  and  the  weak  dolla 
move  the  stock  (the  concept  b( 
that  more  Americans  will  vacatioi 
home  this  summer).  This  has  kic 
Coleman's  6.9  million  shares  to  a 
cent  43,  off  a  bit  from  their  allti 
high  but  still  unrealistically  exp 
sive,  absent  a  takeover. 

That's  where  the  rock  band  coi 
in.  Takeover  speculation  centers 
Chairman  Sheldon  Coleman  Sr., 
and  his  son  Sheldon  (Dewy)  Jr., 
The  family  owns  19%  of  the  sha 
other  insiders  own  another  11%. 
parently,  Dad  wants  Dewy,  currei 
in  charge  of  the  outing  products  d 
sion  and  considered  a  promising  ei 
utive,  to  succeed  him.  But  D( 
spends  his  spare  time  playing  rhyt 
guitar  with  his  rock  band,  Dewy 
the  Big  Dogs.  Until  he  throws  all 
energy  into  the  company,  there 
bound  to  be  succession  questic 
making  the  company  vulnerable. 

But  note:  Coleman  watchers 
the  company  would  be  worth  o 
around  $55  a  share  in  a  deal.  Th 
not  much  of  a  premium  to  the  cun 
price,  yet  there  is  plenty  of  risk  t 
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il  will  materialize.  Better,  per- 
to  sell  the  stock  and  buy  Dewy 
e  Big  Dogs'  latest  album,  "Cor- 
Rock,"  on  sale  in  Midwest  rec- 
jres.— TJ. 


steps? 

itrast  Coleman's  high  price-to- 
me ratio  with  Wrather  Corp.'s 
Recently  215/8,  Wrather's  7.1 
n  Amex-listed  shares  are  proba- 
>rth  twice  as  much,  net  of  debt, 
founder  Jack  Wrather  died  18 
is  ago,  Streetwalker  speculated 
is  widow,  former  actress  Bonita 
ille  Wrather,  would  sell  her 
lling  34%  of  the  Beverly  Hills- 
company  (Forbes,  Dec.  3,  1984). 
i,  Mrs.  Wrather  and  her  son 
opher  Wrather,  33,  have  chosen 
the  company.  To  reduce  their 
:rm  debt,  the  Wrathers  sold  as- 
lcluding  rights  to  the  Lassie  and 
ne  Ranger  TV  series.  The  com- 
lso  hired  Drexel  Burnham  Lam- 
maximize  the  value  of  its  Dis- 
id  Hotel.  But  that  still  leaves 
leen  Mary  and  Spruce  Goose  at- 
ns  in  Long  Beach,  as  well  as 
le  adjacent  property  under 
old  that  Wrather  wants  to  de- 
And  there  are  oil  and  gas  prop- 
and  some  stocks, 
the  Wrathers  retain  their  inde- 
lce?  Streetwalker  notes  that 


r  tourist  complex  in  Long  Beach 
i  fit  for  a  Baron? 

fork's  Baron  Capital  Manage- 
whose  president,  Ronald  Baron, 
tly  is  leading  a  takeover  battle 
t  Philadelphia  retailer  Straw- 

&.  Clothier,  controls  about 
)f  the  stock.  Charter  Oak  Part- 
Baron  client,  has  5.6%.  In  addi- 
ther  clients  own  an  estimated 
r  so.  A  straw  in  the  wind:  In 

the  seven  outsiders  on  Wrath- 
-person  board  quit  because  the 
ny  wouldn't  provide  them  with 
ite  liability  insurance  to  protect 
igainst  the  charges  often  made 

takeover  battles.  Perhaps  they 
i  raider's  footstep? — T.J. 


Discover  Fidelity  High  Income  Fund  for  today's  high  bond 
yields.  Let  its  aggressive  portfolio  of  higher  yielding,  medium 
to  lower  quality  bonds  start  working  for  you  today!  Start  with  just 
$2500.  Choose  it  for  your  IRA  and  start  with  just  $500.  Plus 
•  No  sales  charge  •  No  minimum  investment  period  •  Easy 
exchanges  to  other  Fidelity  funds. 

Like  any  bond  Hind,  your  yield  and  share  price  will  vary 
For  example,  on  3/31/85  High  Income's  price  was  $8.77  and  on 
3/31/86  itwas$9.89. 

'Annualized  yield  for  the  7  days  ended  4/7/86,  based  on  an  average  share  /fTT)f7\ 
price  of  $9  89. 

Fidelity  High  Income  Fund 

For  more  complete  information,  including  management  fees  and 
expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefully  before 
you  invest  or  send  money.  Fidelity  Distributors  Corporation  (General  Distribution 
Agent) ,  P.O.  Box  660603,  Dallas,  TX  75266. 
Call  free  24  hours. 

1-800-544-6666 

j    In  Mass.  call  collect  1-617-523-1919 
I 
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7.40°°*  tax  free 

can  be  worth  14.80°°  to  you 


The  T.  Rowe  Price  Tax-Free  Income  Fund 

This  Fund's  current  tax-free  yield  of  7.40%  is  equivalent  to  a  taxable 
yield  of  14.80%  for  investors  in  the  50%  bracket,  12.76%  in  the  42% 
bracket  and  11.04%  in  the  33%  bracket.  Although  yield  and  share  price 
will  vary  stringent  credit  analysis  and  active  management  help  reduce 
price  volatility.  The  price  on  4/ 14/85  was  $8.50,  and  on  4/ 14/86  it  was  $9.65. 
And  there  are  no  sales  charges.  For  information,  call  1-800-638-5660. 

T.RowefticeMl 

Invest  With  Confidence  WmMik 


TAX-FREE  INCOME  FUND 


Mail  to:  T.  Rowe  Price 
100  E.  Pratt  St.,  Baltimore,  MD  21202 
Send  a  prospectus  with  more  complete 
information,  including  management  fees 
and  other  charges  and  expenses.  I  will  read 
it  carefully  before  I  invest  or  send  money. 
Also  send  a  free  information  kit  for: 
□  IRA  □  Keogh 

Wime 
Address 


Citv 


State 


Zip    F  534 


Tax-free  income:  call  1-800-638-5660 


'Average  annualized  yield  for  the  thirty  days  ending  4/14/86,  based  on  an  average  price  per  share  of 
$9.71.  Average  maturity  during  this  period  was  24.5  years.  Income  may  be  subject  to  state  and  local 
taxes.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


Abbott  Laboratories   220 

Abitibi-Price   92 

Academic  Press   224 

Acorn  funds    121 

Aetna  Life  &  Casualty  220 

AGB  Research    169 

A1G    180,  220 

Air  Canada   130 

Aladdin   94 

Alcan  Aluminium    130 

Alcoa   130 

Alfin  Fragrances    178 

Allied-Lyons   92 

Allied  Van  Lines   124 

Amdahl    105 

American  Bloodpressure  30 

American  Cyanamid   178 

American  Express   233 

American  Express  (Shearson 

Lehman  Brothers)   214 

American  General   220 

American  Hospital  Supply   82 

American  Motors    210 

American  Securities  228 

Amoco   214,  222 

Anheuser-Busch    64 

Apple  Computer  210,  220 

Arco   214 

Asgrow  Seed    188 

Associated  Dry  Goods   80 

AT&T    82,  130,  202 

Axel  Johnson  Group   114 

N.W.  Ayer   169 

B.A.T  Industries  (Saks  Fifth  Avenue)   170 

Babson  funds    121 

Robert  W.  Baud   46 

Banc  One    32,  206 

Bank  of  Montreal    130 

Bank  of  New  York   220 

Bank  of  Nova  Scotia    130 

BankAmerica  233 

Bamett  Banks   62 

Baron  Capital  Management  229 

Ted  Bates    169 

Baxter  Travenol    102 

BBDO    169 

BDC  Industries  8 

L.L.  Bean  46 

Bear,  Stearns   51,  212 

Beatrice    140 

Beck's  64 

Beer  Marketers  Insights   64 

Berol  34 

D.H.  Blair  „  30 

Bliss/Salem   202 

Blum,  Nash  &  Railsback    70 

BMW   40 

Boeing    130 

Borden   74 

Brinco  92 

British  Leyland   40 

Alex.  Brown  &  Sous  30,  62 

Brunswick  Mining  &  Smelting    130 

CAE  Industnes    130 

Caesars  World   94 

Cambridge  University  Press  224 

Canadian  National  Railway    130 


Canadian  Pacific    130 

Capital  Cities/ABC    169 

Carter  Hawley  Hale  |Neiman-Marcus)    170 

CBS    144,  169 

CDC  Life  Sciences    130 

Celanese    130 

Central  States  Pension  Fund   51 

Cetus  210 

Charter  Oak  Partners  229 

Chase  Manhattan  62 

Chemical  New  York  62,  114,  212,  219 

Chevron   92,  214 

Chrysler  8,  14,  100,  210 

Circus  Circus   94 

Citicorp   124,  233 

Coastal   74 

Coca-Cola    174 

Coleman   228 

Colgate-Palmolive  233 

Cominco    130 

Compaq    105 

ComputerLand   67 

Consortium  Leasing   114 

Continental  Illinois   62,  124 

Control  Data  jArbitron)    169 

Convergent  Technologies  202 

Coopers  &  Lybrand   51 

Adolph  Coors   64 

Corning  Glass  Works   102 

Cosmair    178 

Crop  Genetics  International   184 

CSX   74 

Cullum   228 

Curtice-Burns   8 

Cutty  Sark   8 

D'Arcy,  Masius,  Benton  &.  Bowles    169 

Daewoo  8 

Daimler-Benz    40,  204 

Damson    74 

Dana  Group   202 

Data  General    105 

DEC   220 

Dennison  Manufacturing   34 

DFA  funds    121 

Diamond  Shamrock    140 

Digital  Equipment   202 

Digitext  30 

Dimco-Gray  202 

Diversified  Marketing  Group   34 

Christian  Dior   204 

Disclosure  Information  Group    70 

Distillers  200 

Dominion  Blueline    130 

Donrey  Media  Group   6,  144 

Dow  (ones  (Wall  Street  Journal)  222 

Dresser  Industries   9 

Drexel  Bumham  Lambert    229 

Du  Pont   82 

Duff  &  Phelps  220 

Dun  &  Bradstreet    70 

Dun  &  Bradstreet  (A.C.  Nielsen)    169 

Dun  ik  Bradstreet  (Moody's 

Investors  Service)  35 

Dunes  94 

Eastman  Kodak   46 

Elsinore  94 

Em  Kay   34 


Emhart   

Enasa  , 

Environmental  Care  

Equitable  Life   5li 

Equity  Oil   J 

ETA  Systems   J 

Allen  C.  Ewing   J 

Executive  Clothiers   J 

Explorer  funds   J 

Exxon    17,  130, 

Federated  Department  Stores   

Federated  Department  Stores 

(I.  Magnin)  J 

Fiat   J 

Financial  Post  (Toronto)   J 

First  Flonda   J 

Floating  Point  Systems   ..J 

Florida  National   J 

Ford  Motor   8,  40,  130, 

Freeport-McMoRan   

Fuji   J 

Fujitsu   J 

Futures  Truth   

Gaines,  Berland   

Gannett  .J 

The  Gap    140, 

Genentech   

General  Mills   

General  Motors   8,  17,  40,  100,  130, 

General  Re  

Gianfranco  Ferre   

Gilette  j 

GIT  funds   : 

Givenchy   

Global  Asset  Management   

Golden  Nugget   

Goldman,  Sachs   9,  33, 

B.F.  Goodrich  I 

Good  Time  Foods  

Gordon  &.  Breach   

Goulston  &  Storrs  

W.R.  Grace   

Great  Northern  Nekoosa  

Green  Tree  Acceptance   

Greenmoss  Builders   

Grey   

Guinness  

Gulf  &  Western  

Gulf  Canada   

Hammermill  Paper   

Hardware  Age   

Hay  Associates   

Henry  Heide   

G.  Heileman  Brewing   

Heineken   

Helmench  &.  Payne   

Heublein   

Hewlett-Packard    202, 

Hilton  Hotels   

Hiroko  Koshino   

HNG/InterNorth  

Hoffmann-La  Roche    102, 

Home  &.  City  Savings  Bank   

Hughes  Tool   

Humana    10, 

E.F.  Hutton   

Hyundai   8, 
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Nissan  8 

Nixdorf    105 

NL  Industries    140 

Noble  Affiliates   140 

Oliver  Machinery  20 

Olivetti    105 

Olympia  &.  York   92 

Oppenheim,  Appel,  Dixon   194 

Oxford  First   206 

Pabst   64 

Paine  Webber  212 

Victor  Palmien  51 

Park  Communications   144 

Pennzoil    74 

Pentel  92 

Petro-Canada    130 

Petro-Lewis   74 

Peugeot    40 

Pfizer  220 

Phibro-Salomon  220 

Philip  Crosby  Associates   100 

Philip  Morris    34,  64,  169 

Pisa  Brothers  9 

Planet  Exports   8 

Polaroid  224 

T.  Rowe  Price  funds   121 

Price  Waterhouse    74 

Procter  &  Gamble    34,  169,  233 

Prudential  Insurance   105 

Public  Service  of  Indiana   82 

Puget  Sound  National  Bank   35 

Quebec  Hydro  Electric   130 

Quick  &  Reilly  30 
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Some  people 
when  they  see 


If  you've  ever  traded  marbles, 
you  know  they're  not  all  alike. 
Like  magazines,  some  are  black 
and  white  and  read  in  places. 
Others  are  4-color  and  not  read 
at  all. 

The  ABA  JOURNAL  is  the 
business  magazine  of  the  legal 
professional.  More  than 
500,000  lawyers  spend  one 
hour  and  1 6  minutes  reading 
each  issue.  Our  $46  billion 
market  is  comprised  of  an 
average  subscriber  who  has: 

•  $122,000  annual  income 

•  $582,000  family  net  worth 

•  $300,000  investment 
portfolio 

If  you  traded  marbles  as  a 
youngster,  our  guess  is  we'll 
be  hearing  from  you.  If  you 
didn't,  it's  never  too  late  to 
see  real  value. 


THE  MkGkZINE  OF  THE  LEGKL  PROFESSION 


MacDonald  Flanagan,  Inc.,  12  W.  32nd  Street 
New  York,  NY  10001    (212)  868-6220 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"he  inore  things  change. . . ." 
ms  from  past  issues  of  Forbes 

y  years  ago  in  Forbes 

the  issue  of  May  15,  1926) 

beginning  of  the  natural  ice  in- 
jr  in  this  country  dates  back  to 
at  which  time  the  harvesting  of 

our  northern  states  was  begun, 
rop  being  shipped,  for  the  most 
to  the  southern  states  in  sailing 
Is.  As  early  as  1850  New  Orleans 

consumed  in  excess  of  50,000 
)f  ice  annually  at  prices  ranging 
$15  to  $20  per  ton." 

f  900,000  persons  left  our  farms 
rear.  After  taking  into  account 
amber  of  children  born  on  farms, 
et  loss  was  nearly  500,000.  In 
figures  our  farm  population  de- 
;d  from  31,134,000  at  the  begin- 
}f  1925  to  30,655,000  at  the  be- 
ig  of  this  year.  Farms  and  farm 
Jigs  have  decreased  in  value 
$66  billion  in  1920  to  $49  billion 
15." 


V  years  ago 

the  issue  of  May  15,  1936) 

newspapers  made  President  R.E. 
of  Sears,  Roebuck  appear  some- 
of  an  alarmist  when  he  recent- 
expressed  hope  that  sales  and 
igs  would  improve  'if  the  coun- 
d  not  go  into  a  nosedive.'  What 
iwspapers  neglected  to  state  was 
General  Wood  added  that  he  did 
link  it  would  do  so." 


'  E.  Wood      W.  Averell  Harritnan 

;tofore  W.  Averell  Harriman 
>on  of  America's  most  brilliant 
)ad  Wizard,  has  strictly  shunned 
ublic  and  publicity.  .  .  .  Young 
man  was  first  drawn  to  shipping, 
fhen  the  bottom  fell  out  of  the 
ing  world  after  the  war,  he 
hed  to  finance,  especially  invest- 
finance,  founding  his  own  firm. 
]  he  plans  to  become  a  more  ac- 
actor  in  Union  Pacific,  his  fath- 
rst  love.  ..." 


Great  Lakes  vessels  being  readied  for  a  banner  season  in  1936 


"Although  navigation  on  the  Great 
Lakes  was  not  declared  officially  open 
until  May  5 — the  latest  since  1928 — 
and  though  ice  floes  held  April  iron  ore 
shipments  to  Lake  Erie  ports  to  5%  of 
April  1935,  shipmasters  are  looking 
forward  to  the  biggest  season  in  years. 
Mainly  responsible  is  the  upswing 
which  they  expect  in  the  steel  and 
automobile  industries,  and  the  result- 
ing demand  for  coal,  iron  ore  and  steel. " 

Twenty-five  years  ago 

(From  the  issue  of  May  15.  1961) 

"Crude  oil  oversupply  is  still  giving 
world  crude  producers  the  blues. 
While  most  refiners  and  integrated 
companies  reported  healthy  earnings 
gains  last  year,  crude  oil  producers' 
profits  dropped  for  the  seventh  year  in 
a  row.  .  .  .  Since  1953,  producers'  prof- 
its, on  average,  have  tumbled  sharply 
from  96  cents  a  barrel  to  72  cents  last 
year." 

"Colgate-Palmolive  is  fighting  desper- 
ately to  hold  its  traditional  top  spot  in 
the  $235  million  U.S.  toothpaste  mar- 
ket against  the  assault  of  Procter  & 
Gamble's  American  Dental  Associa- 
tion-endorsed Crest  brand.  Since  last 
summer,  helped  by  the  ADA  endorse- 
ment, Crest  sales  have  doubled,  now 
account  for  25%  of  the  market." 


Ten  years  ago 

(From  the  issue  of  May  15,  1976) 

"How's  this  for  a  sweet  deal?  Hun- 
dreds of  thousands  of  moneyed  people 
lend  you  a  cool  $10  billion  a  year.  Not 
only  don't  they  charge  you  interest, 
they  pay  you  for  taking  it  off  their 
hands.  It's  the  traveler's  check  busi- 


ness. That  $10  billion  includes  the 
sales  of  the  three  biggest  U.S.  travel- 
er's check  companies,  American  Ex- 
press, BankAmerica  and  Citibank." 

"One  glimpse  of  the  Grace  boardroom 
on  the  48th  floor  of  1114  Avenue  of 
the  Americas  in  Manhattan  will  give 
you  a  good  idea  how  Peter  Grace  ap- 
proaches his  board  of  directors. 
.  .  .  Four  semicircular  banks  of  desks 
and  chairs  on  progressively  higher 
platforms  face  a  plain  wooden  table 
and  a  lectern,  which  stand  in  front  of  a 
rear  projection  screen.  It  looks  more 
like  a  European  classroom  than  a  cor- 
porate boardroom.  And  it  is.  It's  Peter 
Grace's  classroom." 

/  Peter  Grace  of  W.R.  Grace  &  Co. 
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You  are  free  and  that  is 
why  you  are  lost. 
Franz  Kafka 


Only  one  thing  shames  the 
slave — the  name.  In  everything 
else  he  is  no  worse  off  than 
the  freeborn. 
Euripides 


Servitude  debases  men  to  the  point 
where  they  end  up  liking  it. 
Vauvenargues 


The  slave  has  but  one  master; 

the  ambitious  man  has  as  many 

as  can  help  in  making 

his  fortune. 

Jean  de  La  Bruyere 


The  only  way  to  keep  your  health 
is  to  eat  what  you  don't  want, 
drink  what  you  don't  like,  and 
do  what  you'd  rather  not. 
Mark  Twain 


The  prime  cause  of  servitude 
is  sin. 

St.  Augustine 


The  secret  of  success  in  life  is 
known  only  to  those  who  have 
not  succeeded. 
John  Collins 


The  test  of  a  vocation  is  the 
love  of  the  drudgery  it  involves. 
Logan  Pearsall  Smith 


It  requires  a  considerable  amount 
of  unconsciousness  to  devote 
oneself  unreservedly  to  anything. 
Believers,  lovers,  disciples  perceive 
only  one  face  of  their  deities,  their 
idols,  their  masters. 
E.M.  Cioran 


Conscientious  men  are,  almost 
everywhere,,  less  encouraged 
than  tolerated. 
Joseph  Roux 


Thoughts 

on  the  Business  of  Life 


Tor  the  thousandth  time  it  has  just 
been  brought  home  to  me  that  big 
business  men  are  near-slaves.  The 
ordinary  workman,  the  ordinary 
clerk,  the  ordinary  employee  has 
infinitely  more  command  over  his 
life,  over  his  comings  and  goings 
than  top  executives.  When  men  attain 
eminently  responsible  positions 
they  usually  find  themselves  compelled 
to  sacrifice  domestic  life  for 
fulfillment  of  their  duties,  obligations. 
B.C.  Forbes 


It  is  absurd  to  bring  back  a  runaway 
slave.  If  a  slave  can  survive 
without  a  master,  is  it  not 
awful  to  admit  that  the  master 
cannot  live  without  the  slave? 
Diogenes  of  Sinope 


Perish  discretion  when  it 
interferes  with  duty. 
Hannah  More 


More  have  been  ruined  by  their 
servants  than  their  masters. 
Charles  Caleb  Colton 


This  is  servitude, 
To  serve  the  unwise. 
John  Milton 


It's  no  credit  to  anyone  to 
work  too  hard. 
Ed  Howe 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60FifthAve.,  NewYork, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


The  paths  of  glory  at  least  lead  t 
the  grave,  but  the  paths  of  duty 
may  not  get  you  anywhere. 
James  Thurber 


Everything  considered,  work  is  le 
boring  than  amusing  oneself. 
Charles  Baudelaire 


The  true  slave  is  he  who  is  led 
away  by  his  pleasures  and  can 
neither  see  what  is  good  for 
him  nor  act  accordingly. 
Spinoza 


Who  makes  quick  use  of  the 
moment,  is  a  genius  of  prudence 

JOHANN  LAVATER 


Success  may  go  to  one's  head  bu 
the  stomach  is  where  it  gets  in  ii 
worst  work. 
Kin  Hubbard 


They  are  content  to  pay  so  great 
price  as  their  own  servitude  to 
purchase  dominion  over  others. 
Sallust 


A  Text . . . 

No  man  can  serve  two  ma 
ters:  for  either  he  will  hai 
the  one,  and  love  the  othe 
or  else  he  will  hold  to  tin 
one,  and  despise  the  other 
Matthew  6:24 

Sent  in  by  Cecile  Querubin,  New  Yoi 
N.Y.  What's  your  favorite  text?  The  Forb 
Scrapbook  of  Thoughts  on  the  Business 
Life      is     presented      to  senders 
texts  used. 


Once  a  rigid  idea  of  duty  has  got 
inside  a  narrow  mind,  it  can  nevi 
again  get  out. 
Joseph  Joubert 


By  working  faithfully  eight  hours 
day,  you  may  eventually  get  to  be 
boss  and  work  twelve  hours  a  da' 
Robert  Frost 
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r  TOP  DOLLAR 


Investment  Correspondent       Win  a  trip  to 

Banking  Banking  Canada  &  Expo  S 


The  Royal  Bank  of  Canada  is  a 
leader  in  investment  banking.  It  has  a 
worldwide  reach  through  subsidiaries 
like  Orion  Royal  Bank  in  London  and 
its  offices  in  Tokyo,  Hong  Kong, 
New  York,  and  Toronto,  RBC  (Suisse) 
in  Geneva,  and  The  Royal  Bank  of 
Canada  (Channel  Islands)  Limited. 

Through  meeting  clients'  needs, 
innovation  and  speed  of  response, 
The  Royal  Bank  wins  clients'capital 
market  business. 

Our  products  include: 

•  Currency  &  Interest  Rate  Swaps 

•  International  Capital  Market  Issues 

•  Investment  Management  and 
Trust  Services 

•  Offshore  Investment  Funds 

•  Euro-Commercial  Paper  Facilities 

•  Syndications 

•  Project  Finance 

•  Mergers  &  Acquisitions 

•  Venture  Capital 


We  offer  financial  institutions 
the  services  of  Canada's  leading 
correspondent  bank. 

The  Royal  Bank's  size  and  the 
international  scope  of  its  business 
has  led  to  the  development  of  a  most 
efficient  correspondent  banking 
network  including: 

•  Next-day  credit  in  Canada  for  cash 
letter  items  drawn  in  U.S.  or 
Canadian  funds. 

•  Daily  descriptive  statements  via 
SWIFT,  or  telex,  to  update  your 
position. 

•  Guaranteed  exchange  rates  for 
Canadian  dollars  in  other  currencies 
-and  regular  updates  on  those  rates. 

•  A  toll-free  telephone  line  to  reach 
us  at  any  time. 


The  Royal  Bank  is  proud  to  be  t 
official  bank  to  Expo  86  in  Vancouv 
British  Columbia  from  May  2  to 
October  13, 1986.  We  invite  you  to 
enter  our  draw  to  win  one  of  two 
trips  for  two  to  Vancouver  and 
Expo  86.*  It  includes  first-class,  rem 
airfare  courtesy  of  Canadian  Pacific 
Air  Lines,  4  nights  accommodation 
the  trendsetting  Pan  Pacific  Vancou\ 
Hotel,  $500.00  Cdn.  in  Visa  Travelle 
Cheques,  plus  two  3-day  passes  to 
Expo  86! 

Enjoy  the  first  class  delights  o 
Canadian  Pacific  Air  Lines,  an  offici 
airline  of  Expo  86.  Stay  at  the  spec- 
tacular Pan  Pacific  Vancouver  Hotel 
at  Expo's  Canada  Place. 

Canadian  Pacific  gs^  Pan  Pacific 
Air  Lines  53  Vancou\ 

•  Contest  open  to  residents  of  continental  U.S.  A.  onl; 

•  To  enter,  fill  out  the  attached  coupon  and  mail  with 
your  business  card  to  the  address  directly  below  bv 
july  25. 1986. 


^ame         M  —  ;  To  enter—  or  get  additional  information— fill  out 

Llsl  the  attached  coupon  or  3x5  plain  paper,  enclose 

business  card  and  mail  it  to:  Expo  86.  The  Royal 

Corporation   Tiri  >  °f  Canada. c/0  Shawn  Steepe  .Associates,  P.O.  Bo: 

  Station  K,  Toronto,  Ontario.  Canada.  M4P  2G1 

D  I'd  like  to  go  to  Expo  86.  Please  enter  my  nai 

Address  .  Suite   D  Please  sejid  me  information  on  the  following 

□  Business  Expansion  □  Investment  Banking 

□  Foreign  Exchange    □  Correspondent  Banking 

Clty  State  Zip  Phone  i  1   □  Corporate  Banking 
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fifteen  cities  in 
the  United  States,  we 
fly  to  133  destinations  in 
71  countries  on  six  conti- 
nents. Service  like  this,  plus  the 
service  you  get  on  board,  has 
made  us  the  choice  of  most 
world  travelers.  We  fly 
more  people  to  more 
places  than  any 
other  airline. 

British  Airways 
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The  boss  rarely  gets  rich 

Annually  at  this  time,  we  publish  a  directory  showing  hoi 
much  chief  executives  earn  in  major  corporations  (see  p.  150 
Every  fall  Forbes  compiles  a  list  of  the  400  richest  American! 
Did  you  ever  wonder  why  there  is  so  little  overlap  between  th 
two  categories,  CEOs  and  superrich?  Among  the  400  wealthies 
people  in  the  U.S. — The  Forbes  Four  Hundred — only  a  sma 
fraction  ever  served  as  chief  executives  of  major  corporation! 
Of  this  fraction,  most  served  in  companies  founded  by  them  c 
by  their  forebears.  Almost  none  were  hired  hands,  career  execi 
tives  running  companies  founded  by  others.  Earning  a  salar 
even  a  fat  salary,  is  not  the  road  to  riches. 

Well,  what  is  rich?  To  a  poor  person,  anyone  making  $25,00 
a  year  will  seem  rich.  But  in  a  society  where  more  than  a  millio 
people  are  millionaires  (Forbes,  Jan.  14,  1985),  it  takes  moi 
than  a  couple  of  million  to  qualify  a  person  as  truly  wealth] 
Our  annual  survey  of  executive  compensation  shows  that  th 
median  take  for  the  people  who  run  our  biggest  and  moi 
successful  companies  was  $620,000  last  year,  including  ever] 
thing — salary,  bonus,  deferred  pay  and  stock  option  gains.  Yoi 
typical  chief  executive  has  a  relatively  brief  tenure,  and  a  bi 
part  of  his  income  has  been  taxed  at  50%  or  more.  Forget  th 
handful  of  chief  executives  who  luck  out  with  big  stock  optio 
gains — your  typical  corporate  boss  earns  enough  to  live  a 
tremely  well  but  far  from  enough  to  qualify  for  Lifestyles  of  A 
Rich  and  Famous.  Except  for  entrepreneurs  and  inheritors  amon 
them,  corporate  bosses  rarely  become  superrich.  Even  in  th 
corporate  world,  there  are  lots  of  jobs  that  pay  more  than  th 
chief's — as  Reporter  Janet  Bamford  points  out  in  "The  Bab 
Ruth  syndrome,"  which  begins  on  page  145. 

The  moral  is  clear  enough:  If  you  want  a  certain  kind  < 
psychic  satisfaction  and  sense  of  power,  aim  for  the  top  spot  at 
big  company.  But  if  it's  megamoney  you  want,  look  elsewhen 


Get  it  fast— but  get  it  right 

Speaking  of  executive  sala- 
ries, some  of  you  may  have 
seen  a  listing  somewhat  sim- 
ilar to  ours  that  appeared  in  a 
business  weekly  early  last 
month.  If  you  saw  that  com- 
pilation, you  may  wonder 
how  two  business  magazines 
could  look  at  the  same  topic 
and  come  up  with  such  di- 
vergent data.  For  example,  14 
of  the  25  highest-compensat- 
ed executives  on  our  list 
were  not  even  listed  in  the 
rival  study;  one  chap  who 
made  $9  million  last  year 
they  missed  entirely.  The  ex 


Movie  Sur  Ne 


Pat  O  'Brien 


planation  is  quite  simple:  In  order  to  hit  the  newsstands  ahea 
of  Forbes,  Business  Week  leaped  into  print  with  its  executiv 
salary  listings  when  only  a  fraction  of  the  numbers  were  in.  As 
result,  its  survey  covers  only  a  bit  over  250  companies,  whil 
ours  hits  almost  800.  The  first  rule  of  journalism  is  get  it  fai 
and  get  it  right.  Fast  alone  is  not  enough. 

O^Editor 
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RPPETAil. 


THE  "QiUiETrtRlTER"  PRINTER'S 
ELECTRON  fC  PRINTHEAP  THAT 
MAKES  FOR  WHISPER-QUIET 
PRinTiNQ. 


Ti 


APi/ANCEP  TECHNOLOGY RiB30N  PRODUCES 
PA 


'ARK, rich  printing. 


J.YAUen&Son,Inc. 


QUICK.  CHANGES  OF  TYPE  FACES 


IHORKS  WITH  AU.  ISM  PC's, 
AS  WELL  AS  MANY  OTHER 
MICROCOMPUTERS . 


The  IBM  Quietwriter^Printer  Model  2 
for  whisper-quiet  quality  graphics  and  text. 


uality.  That  s  the  word  that 
gs  to  mind  when  descrihing 
Quietwriter,,  Printer  Model  2. 
s  letter-quality  printing,  for 
pie,  gives  you  all  the  crisp- 
ind  deep,  rich  gloss  of  IBM 
trie®  Typewriter  printing, 
quality  of  its  high-resolution 
lies  makes  for  full  curves 
harp  detail.  And,  of  course, 
lisper-quiet  operation  irh- 
JS  the  quality  of  your  work 
onment. 


The  "Quietwriter,,  Printers 
other  qualities?  Speeds  of  up  to 
60  characters  per  second,  depend- 
ing on  pitch  and  application.  And 
interchangeable  plug-in  fonts  that 
support  the  full  252-character  set 
of  the  IBM  Personal  Computer. 
(Perfect  if  you  need  output  in 
more  than  one  type  style.) 

The  IBM  "Quietwriter" 
Printer  attaches  to  IBM  PCs  and  to 
many  other  personal  computers. 
And  it's  part  of  our  growing 


family  of  personal  printers. 
All  designed  to  serve  a  single 
purpose:  To  give  everything  you 
do  the  finishing  touch. 

For  the  authorized  IBM  dealer 
or  the  IBM  Product  Center  nearest 
you — or  for  free  literature — call 
1  800  IBM-2468,  Ext.  LC/7. 
Or  contact  your  IBM  marketing 
representative. 


IBM  Personal  Printers...The  Finishing  Touch 


Trends 

Edited  by  John  A.  Conway 

Blue  collar  plastic 

Besides  a  button,  the  union  mem- 
ber may  soon  be  sporting  a  credit 
card.  The  AFL-CIO  has  wrapped  up  a 
deal  with  the  Bank  of  New  York 
aimed  at  issuing  a  labor-sponsored 
MasterCard  to  the  13.1  million  mem- 
bers of  its  unions.  The  big  attraction 
will  be  interest  rates  on  credit-card 
debt  four  to  five  points  below  the  18% 
or  more  charged  other  card-carriers. 
The  offer  will  include  two  plans.  One 
will  have  14.5%  interest,  no  annual 
fee,  and  the  meter  running  as  soon  as 
the  bank  gets  notice  of  a  purchase;  the 
other  would  charge  163/4%  but  with  a 
30-day  grace  period.  A  test  starting  in 
June  will  measure  members'  re- 
sponse, but  a  number  of  major  unions 
are  already  in  the  fold,  led  by  the 
1 -million-strong  American  Federa- 
tion of  State,  County  &  Municipal 
Employees  (AFSCME).  One  aim  of  the 
program  is  to  improve  organizing. 
Union  membership,  once  as  high  as 
35%  of  the  work  force,  dropped  to 
about  18%  in  1985,  according  to  the 
Bureau  of  Labor  Statistics.  AFL-CIO 
polls  showed  that  the  idea  of  offering 
more  services,  outside  of  those  called 
for  in  labor  contracts,  would  appeal  to 
workers  outside  the  union  fold. 


The  chiefs  computer 

Do  as  I  say,  not  as  I  do,  is  still  the 
rule  on  computers  for  corporate 
chiefs,  according  to  a  survey  of  821  of 
them  by  Kepner-Tregoe,  a  Princeton, 
N.J.  consulting  outfit.  More  than  64% 
thought  computers  helped  managers, 
but  only  27%  said  they 
kept  a  terminal  within 
reach,  and  52%  said  they 
never  used  one.  Only 
18.5%  said  they  used  one 
often  and  27%  "some- 
times." Nor  do  others  in 
the  executive  suite  use 
computers  much,  the  sur- 
vey shows.  Some  55%  of 
the  respondents  reported 
that  their  top  manage- 
ment team  used  a  com- 
puter less  than  a  quarter 
of  the  time.  Among  those 
who  did,  26%  ran  finan- 
cial analysis  programs  and 
8%  employed  word  pro- 
cessors. Given  a  choice  of 


the  opportunities  provided  by  com- 
puters, 23%  listed  time  saved  and 
12%  production  and  manufacturing 
control.  Others  cited  improved  deci- 
sion making,  data  accuracy,  CAD/ 
CAM  modeling,  and  better  organiza- 
tion and  communication. 


The  lot  of  the  working  wife 

oses  declared  a  man's  worth  to 
be  50  shekels  of  silver,  a  wom- 
an's 30.  The  intervening  millennia 
have  wrought  little  change.  The  Cen- 
sus Bureau,  using  data  collected  in 
1984,  says  working  wives  in  two-sala- 
ried families  that  year  (63%  of  all 
married  couples)  earned  57%  of  their 
husbands'  wages.  Women's  lot,  how- 
ever, is  improving.  Their  1984  earn- 
ings were  2%  better  than  in  1981,  and 
about  a  fifth  of  them  were  earning 
more  than  their  husbands.  In  all,  5 
million  women  were  taking  home 
more  than  their  mates,  and  another 
2.2  million  were  earning  at  least  80% 
of  their  husbands'  pay.  With  both 
working  full  time,  the  average  couple 
earned  $39,390;  professional  couples 
and  those  in  executive,  administra- 
tive and  managerial  jobs  averaged 
$48,350.  The  women  most  likely  to 
make  more  than  their  spouses  were  in 
the  25-to-34  age  bracket,  where  34% 
of  them  fell.  In  general,  they  had  no 
minor  children  at  home,  held  college 
degrees  and  worked  as  professionals 
or  managers.  The  typical  working 
couple  in  1984?  A  husband  working  in 
precision  production,  craft  or  repair 
categories  and  a  wife  employed  in  ad- 
ministrative support  occupations. 


Electronic  head  hunting 

The  newest  wrinkle  in  job-hunt 
allows  prospects  to  send  appli 
tions  and  resumes  to  employers 
computer.  The  idea  comes  from  Bu 
ness  People  Inc.  of  Minneapolis, 
ten  years  sponsor  of  cross-coun 
"Tech  Fairs,"  a  hybrid  of  campus 
cruiting  techniques  and  flesh  mark 
where  employers  can  look  over  j< 
seekers  in  technical  fields.  BPI's  ic 
is  "Ad-Line,"  an  arrangement  tl 
lets  employers  invite  seekers  of  hij 
tech  jobs  to  get  in  touch  with  th< 
directly  via  IBM  personal  comput 
or  their  equivalent.  According  to  i 
nold  (Bill)  Aberman,  BPI's  preside 
his  company  has  started  a  $2.5  rr 
lion  ad  campaign  to  launch  the  effc 
By  subscribing  (for  $1,500  to  $2,00 
month,  roughly  the  cost  of  a  disp] 
help-wanted  ad  in  Sunday  news] 
pers,  according  to  Aberman),  empli 
ers  can  solicit  calls  via  comput 
Then,  Aberman  says,  the  hopeful  c 
connect  directly  with  the  compa 
for  a  two-way  computer  conversati< 
Most  lookers  are  already  working, 
adds,  so  his  system  gives  "confider 
ality  via  computer."  In  the  first 
weeks,  Aberman  says,  three  empli 
ers  have  signed  on  and  one  says  it  1 
received  1,000  calls. 


Manhattan  hegira 

To  New  Yorkers,  Manhattan 
land  is  the  hub  of  the  univei 
despite  the  rents,  the  pace  and  SI 
streets.  These  drove  some  busine 
men  to  the  suburbs  long  ago — Gen 
al  Foods,  Union  Carbide,  Nes 
(which  once  went  as  far  as  Colon 
Springs).  Now  they  have  discove; 
the  city's  other  boroughs  and 
moving  off  the  island — but  at  le 
keeping  it  in  sight.  Morgan  Stan 
will  be  moving  its  data  operations 
a  19-story  building  acn 
the  river  from  W 
Street,  in  downto' 
Brooklyn.  The  Securit 
Industry  Automati 
Corp.,  a  joint  Big  Bo; 
and  American  Stock  1 
change  subsidiary,  v 
also  move  to  Brookl' 
into  part  of  a  planned  3 
million-square-foot,  $7 
million  academic,  co 
mercial  and  technolc 
office  center  called  i\ 
trotech.  Wall  Street  fir: 
are  not  the  only  oi 
moving.  Lazard  Freres' 
alty  arm  has  pumped  $1 
million  into  a  millic 
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Here's  a  gift  that'll  never 
be  left  behind:  PASSPORT 


Some  gifts  dazzle  for  the  first  few 
minutes.  Others  are  never  forgotten. 
They  become  trusted  equipment, 
basics  a  guy  keeps  at  his  side  through 
the  passages  of  life.  A  good  wrist- 
watch  is  like  that.  And  so  is  PASSPORT. 


PASSPORT  means 
advanced  electronic  equipment 

PASSPORT  is  a  breakthrough  in 
radar  warning  technology:  the  first  to 
pack  superheterodyne  performance 
into  a  unit  the  size  of  a  cassette  tape, 
the  first  to  use  Surface  Mounted 
Devices  (microelectronics  originally 
intended  for  satellites),  the  first  to 
integrate  a  Mute  function  into  its 
control  logic,  the  first  to  look  like  it 
would  earn  an  international  design 
award. 

Overnight,  PASSPORT  changed 
the  standards  by  which  radar  detectors 
are  judged.  Since  that  introduction 
just  over  a  year  ago,  a  quarter-million 
drivers  have  come  to  rely  on  PASSPORT. 
Never  has  there  been  such  a  vote  of 
confidence. 


PASSPORT  means 
the  first  choice  of  experts 

The  experts  agree.  "In  a  word, 
the  Passport  is  a  winner,"  said  Car 
and  Driver. 

Passport  is  available  exclusively 
from  us.  We  make  it  in  our  factory  in 
Cincinnati,  and  we  sell  directly  to 
our  customers.  No  middlemen  to 
make  inflated  promises.  No  discount 
stores  to  shrug  if  repairs  are  ever 
needed.  We  take  full  responsibility 
for  customer  satisfaction.  That  way 
you  can  give  PASSPORT  with  complete 
assurance. 


PA.SSPOKT  comes  complete  with  all  accessories. 


You  can  give  PASSPORT  with 
complete  convenience  too,  because 
we  deliver.  Call  toll  free.  We'll  answer 
any  questions  you  may  have.  If  you 
decide  to  buy,  we'll  ship  the  next 
business  day  by  UPS,  and  we'll  pay  for 
the  shipping.  If  time  is  short,  Federal 
Express  guarantees  48-hour  delivery 
for  only  $6.00  extra. 

PASSPORT  comes  complete  with 
a  leather  case  and  accessories  for 
quick  installation  in  any  car. 

PASSPORT  means 
satisfaction  is  guaranteed 

We  make  this  guarantee:  If  you 
or  the  recipient  aren't  completely 
satisfied  with  PASSPORT,  send  it  back 
within  30  days.  We'll  refund  your 
purchase  and  your  shipping  costs. 
There  are  no  hidden  charges.  More- 
over, PASSPORT  is  backed  by  a  one- 
year  limited  warranty. 

The  best  gifts  appear  at  first  to 
be  luxuries,  but  soon  prove  to  be 
luxurious  necessities.  PASSPORT  is 
like  that. 


$295  (OH  res.  add  $16.23  tax) 

Slightly  higher  in  Canada 


VISA 
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PASSPORT 

RADAR-RECEIVER 


Call  Toll  Free  800-543-1608 

Cincinnati  Microwave 
Department  0106 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 
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square-foot  design  center  in  two  old 
factories  across  the  East  River  in 
Queens.  So  far,  60%  of  the  space,  after 
a  facelift  by  architect  l.M.  Pei,  has 
been  leased  to  companies  like  Steel- 
case  and  Knoll  International  at  rates 
42%  to  55%  less  than  in  Manhattan, 
and  Lazard  plans  a  million  more 
square  feet  at  another  abandoned 
Queens  factory.  Even  die-hard  New 
Yorkers  like  Sam  LeFrak  are  looking 
across  the  rivers.  LeFrak  is  building 
his  next  billion-dollar  office  and  resi- 
dential complex  in  Jersey  City. 


The  rise  of  in  house  video 

The  videotape  is  becoming  as  om- 
nipresent in  corporate  America  as 
it  is  in  the  home.  This  year  8,500 
companies  and  organizations  will  pro- 
duce videos  for  employees,  sharehold- 
ers and  other  special  audiences,  at  a 
cost  of  $2.3  billion,  up  from  300  com- 
panies and  $200  million  in  1973,  says 
a  new  study  by  D/J  Brush  Associates, 
a  communications  consulting  firm  in 
Cold  Spring,  N.Y.  Since  1981  spend- 
ing on  in-house  video  more  than  dou- 
bled. And  that  does  not  include  $300 
million  spent  on  programs  bought 
from  outside  producers  or  $1 .9  billion 
for  equipment  and  supplies. 

Corporate  video  budgets  have 
grown  66%  since  1981,  to  a  median  of 
$224,000,  the  report  says.  The  typical 
company  will  produce  31  programs 
this  year,  a  24%  increase  over  last 
year.  Videos  are  used  to  communicate 
information  on  everything  from 
mergers  and  takeovers  to  product  cri- 
ses and  foreign  competition.  The  in- 
dustry has  doubled  every  three  years 
since  1973,  spurred  lately  by  the 
home  VCR  and  low-cost  equipment. 
Now  it  is  expected  to  grow  at  a  more 
modest  17.5%  a  year,  the  report  says, 
but  even  at  that  rate,  the  market 
should  reach  $7  billion  by  1990. 


Self-made  blood 

The  risk  of  AIDS  and  most  other 
blood-borne  diseases  from  transfu- 
sions is  small,  but  the  fear  is  large. 
"Autologous"  blood  banks,  which 
store  your  own  blood,  seem  to  be  trad- 
ing on  that  fear.  Health  Assurance 
Corp.  of  Sunnyvale,  Calif,  will  open 
an  autologous  bank  there  this  month 
and  plans  nine  others.  For  $100  a  unit 
it  will  store  liquid  blood,  and  for  $250 
a  unit,  frozen  blood.  New  York  City 
has  Idant  Laboratories.  YourBlood, 
Inc.  of  Scottsdale,  Ariz,  has  a  bank  in 
Methuen,  Mass.  and  plans  others  in 
five  states,  including  Arizona,  Illinois 


Blood  donations  in  the  bank 

Think  twice  before  you  open  a  vein. 

and  Texas.  Blood  keeps  about  42  days, 
and  storing  your  own  before  surgery  is 
wise,  says  Dr.  Gerald  Sandler,  medi- 
cal director  of  the  American  Red 
Cross  blood  collection  program. 
Many  hospitals  can  also  retrieve  and 
clean  blood  during  surgery  and  rein- 
fuse  it.  But  freezing  your  own  blood 
has  limited  uses,  he  says.  Nearly  70% 
of  transfusions  go  to  cancer,  heart, 
trauma  and  other  patients  too  ill  to 
give  their  own  blood,  says  the  Nation- 
al Institutes  of  Health.  And  illness 
often  strikes  unexpectedly,  when  pa- 
tients cannot  wait  for  frozen  blood. 
Federal  rules  allow  frozen  blood  to  be 
stored  only  three  years.  "This  is  like 
term  insurance,"  Sandler  says.  "You 
spend  the  money,  and  in  three  years 
you're  wiped  out." 


The  four-legged  fair 

Trade  shows  for  humans  are  noth- 
ing new,  but  now  there  is  one  for 
horses.  The  Thoroughbred  horse- 
breeding  industry  teamed  up  for  its 
first  one  at  the  Lexington  Center  in 
Kentucky  late  in  May.  The  Kentucky 
Thoroughbred  Association  sponsored 
the  $500,000  event,  organized  by  Brit- 
ain's Andry  Montgomery  &  Asso- 
ciates, a  professional  exhibition  com- 
pany. It  featured  170  exhibitors,  in- 
cluding hay  and  grain  distributors, 
genetic  researchers,  an  equine  jewelry 
firm,  a  fencing  company,  Breeders' 
Cup  Ltd.  (sponsor  of  37  promotional 
stakes  races),  veterinary  suppliers  and 
a  posse -of  insurance  'brokers  and 
banks.  The  show  was  staged  for  an 
audience  of  4,000  from  as  far  as  Brazil, 
with  three  days  of  seminars  on  such 
topics  as  stallion  selection,  pasture 


management  and  foaling,  hosted 
the  likes  of  John  Sosby,  farm  manaj 
of  Kentucky's  Claiborne  Farm,  a 
Larry  Richardson,  manager  of  Nels 
Bunker  Hunt's  Bluegrass  Farm. 


Relief  for  relief  rolls 

Moving  people  off  relief  rolls  ii 
paying  jobs  is  a  noble  and  usu 
ly  futile  cause.  Peter  Cove  of  Bost 
claims  he  is  doing  it  through  his  co 
pany,  America  Works,  and  makinj 
profit.  Through  four  subsidiaries 
his  Boston  firm — in  Cleveland  a 
Dayton,  Ohio;  Hartford,  Conn.;  i 
Buffalo,  N.Y. — Cove  says  he  1 
trained  and  placed  600  reliefers 
jobs,  and  500  of  them  are  now  on  ft 
time  payrolls.  A  onetime  New  Yc 
City  poverty  program  worker,  Cove 
Boston  native,  spent  eight  years  n 
nmg  Transitional  Employment  Ent 
prises  (TEE),  a  nonprofit  Massacf 
setts  outfit  aimed  at  turning  welf; 
clients  into  self-sustaining  worke 
He  set  up  his  for-profit  enterprise 
1984.  The  different  companies, 
says,  let  him  tailor  his  work  to  ea 
community.  Connecticut  and  Oh 
for  example,  want  placement  for  / 
to  Families  with  Dependent  Childi 
(AFDC)  recipients,  so  most  cliei 
there  are  women.  Buffalo  worr 
about  general  relief,  so  the  split 
roughly  even  between  men  and  wo 
en.  The  justification  for  all  this,  Cc 
says,  is  cost.  Ohio  spends  $7,60C 
year  for  a  family  of  three,  only  $4,6 
to  have  Cove  find  work  for  a  welf; 
client.  His  goal:  to  raise  the  numbei 
companies  he  places  with  from  4  to 
in  the  next  five  years. 
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Peterbilt's 

45 -year  commitment 
to  design  flexibility 
is  worth  more 
to  your  company  today, 
than  ever  before. 


Back  in  1939,  Al  Peterman  made  a  decision 
that  could  very  well  shape  the  success  of 
your  next  investment  in  transportation. 

He  decided  to  build  trucks  for  only  the 
most  discriminating  of  customers.  Those 
individuals  whose  high  expectations  for 
performance  could  only  be  fulfilled  one 
way:  with  vehicles  manufactured  to  their 
own  individual  specifications. 

Soon  after,  Peterbilt  taicks  were 
proven  not  only  to  provide  superior  per- 
formance, but  to  do  so  with  unequalled 
style 

Nearly  half  a  century  later,  nothing's 
changed. 

The  simple  truth  is,  meeting  your 
transportation  requirements  isn't  as  sim- 
ple as  black  and  white. 

Which  is  precisely  why  Peterbilt  offers 
you  more  ways  to  maximize  perfor- 
mance than  any  Class  8  manufacturer  in 
the  world. 

The  result?  For  15  years  running, 
Peterbilt  trucks  have  consistently  delivered 
not  only  the  longest  service  life— but  also 
the  highest  resale  value  of  any  competing 
design.  Bar  none. 

But  perhaps  the  most  valuable  tradi- 
tion we  can  offer  you  is  this:  our  com- 
mitment to  improving  existing  design. 
Of  achieving  even  higher  standards  in 
performance.  Both  on  the  road.  And  in 
your  books. 

That's  the  way  it  always  has  been 
and  always  will  be.  Because  at  Peterbilt, 
certain  values  never  change. 

Just  call  toll-free  800  -447-4700  and 
we'll  send  you  the  Peterbilt  Management 
Portfolio  and  give  you  the  name  of  the 
Peterbilt  dealer  nearest  vou. 


A  DIVISION  OF 


Peterbilt  Motors  Company 
38801  Cherry  Street 
Newark,  CA  94560 


Follow-Through 


THE  KNICKERBOCKER 
-l       CHICAGO  * 
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The  white  man's  burden 

Five  years  ago  Indians  on  the  272 
federally  recognized  reservations 
saw  prosperity  in  the  natural  re- 
sources on  their  52  million  acres — 
lands  originally  given  them,  ironical- 
ly, because  the  Great  White  Father  in 
Washington  had  no  use  for  them. 
Some  tribes  had  also  begun  to  cash  in 
on  their  special  legal  status,  peddling 
tax-free  cigarettes  or  running  big-time 
bingo  games  (Forbes,  Nov.  9,  1981). 

Now,  with  oil  prices  down,  the 
prospects  from  natural  resources  have 
dimmed.  But  the  special  legal  status  is 
still  paying  off.  Since  1979,  when  Flor- 
ida's Seminoles  opened  the  first  high- 
stakes  bingo  games  on  their  reserva- 
tions, more  than  100  tribes  have  start- 
ed games,  and  a  handful  have 
multimillion-dollar  operations.  The 
Seminoles  gross  $31  million  a  year 
from  their  games,  and  they  hope  to 
reap  profits  from  managing  others. 

Bingo  is  also  big  for  the  Tulalip 
tribe,  30  miles  north  of  Seattle,  Wash. 
Their  $3  million,  1,400-seat  bingo 
hall  opened  in  June  1983  and  runs 
seven  days  per  week,  netting  about  $1 
million  per  year  on  a  $15  million  han- 
dle. In  addition  to  a  $1.3  million  pay- 
roll, it  has  pumped  more  than 
$800,000  into  area  communities.  Cal- 
ifornia's Morongo  Indians  opened  a 
game  on  their  reservation  70  miles 
east  of  Los  Angeles  in  January  1984. 
Before  that,  reservation  unemploy- 
ment hovered  at  64%,  and  total  tribal 
income  was  less  than  $10,000  per 
year.  Unemployment  has  now  just 
about  vanished,  and  the  tribe  nets 
more  than  $100,000  a  month. 

Such  revenues  supplement  federal 
funds  (which  have  been  cut  heavily) 
and  have  provided  for  investment 
trusts,  supplemental  social  programs 
and  scholarship  funds.  But  Indian  bin- 
go has  its  critics,  too.  The  states  want 
control,  perhaps  to  protect  their  own 
lotteries  (although  they  chiefly  argue 
they  fear  organized  crime).  California, 
for  example,  has  sued  the  Morongos 
for  control  of  their  games.  The  Federal 
District  Court  and  the  Ninth  Circuit 
Court  of  Appeals  upheld  the  Moron- 
gos' rights. 

In  April  the  House  of  Representa- 
tives passed  a  bill  that  would  create 
an  eight-member  watchdog  commis- 
sion regulating  Indian  bingo  at  the 
federal  level.  Bingo  would  be  legal  on 
reservations  in  whatever  states  the 
game  is  legal,  and  tribal  authorities 


Suun  Gr«nwood'Gamr  la-Lund 


A  Seminole  bingo  hall 
Beating  the  odds. 


would  regulate  it.  But  the  bill  wouli 
impose  a  four-year  moratoriun 
against  new  so-called  Class  3  games- 
dog  and  horse  racing,  jai  alai  and  casi 
no  games — on  reservations,  giving  th 
General  Accounting  Office  two  year 
to  study  the  question  and  Congres 
two  years  to  act.  Most  tribes  do  no 
want  Class  3  games  restricted  but  wi] 
accept  some  federal  control,  if  only  t 
prevent  constant  suits  by  the  states. 

Now  a  Senate  battle  is  brewing.  Th 
Justice  Department,  citing  the  poterj 
tial  for  organized  crime  infiltratior 
finds  the  House  bill  far  too  lax.  It 
version,  soon  to  be  introduced  in  th 
Senate,  defines  bingo  far  more  nai 
rowly  and  would  rule  out  games  lik 
pull  tabs  (a  sort  of  instant  lottery),  fc 
example,  which  provide  more  tha] 
40%  of  the  Tulalip  tribe's  gross  rc 
ceipts.  The  Justice  Department  bil 
would  also  give  control  of  Class 
games  to  the  states  and  make  it  harde 
for  Indians  to  open  games.  "This  i 
one  of  the  most  outrageous  pieces  c 
legislation  we've  seen  for  a  while, 
says  Forrest  Gerard,  a  former  assistan 
secretary  for  Indian  Affairs  who  repre 
sents  three  gaming  tribes.  "It  is  cam 
ouflaged  paternalism." 


It's  Davis-Bacon  time 
. . .  again 

For  the  umpteenth  time  plans  ar 
afoot  in  Washington  to  change  th 
Davis-Bacon  Act  of  1931,  the  law  tha 
requires  government  contractors  t 
pay  "prevailing  wages"  on  federa 
construction  jobs  [Forbes,  May  M 
1979).  If  the  Labor  Department  foun 
that  a  certain  number  of  workers  in 
given  area  (originally  30%)  earned 
certain  wage — usually  it  turned  out  t 
be  the  union  scale — any  federal  pro 

FORBES,  TUNE  2,  1986 


A  proud  history  repeats  itself. 

During  the  1920s, The  Knickerbocker 
Hotel  proudly  began  a  history  of  taste  and 
elegance  on  Chicago's  Gold  Coast. 

.  Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  this  tradition  of 
grace  and  charm.  Come  visit  The 
Knickerbocker... as  we  carry  on  our 
proud  history. 

At  the  Top  of  the  Magnificent  Mile. 
Walton  Place  at  North  Michigan  Avenue, 
(800)  621-8140.  (312)  751-8100 
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For  Those  Who 
Appreciate  The  Art  Of  Doing  Business. 

Rockefeller  Center  is  famous  for  its  art  and  its  architecture.  Yet  our  purpose  for  being  has  always  been  business 
first,  and  we  welcome  you  with  an  artful  blend  of  superb  office  space,  sophisticated  leasing  and  management  services, 
telecommunications  capabilities  and  more.  For  information,  call  212-698-8800.  Or  write  Rockefeller  Center  Management 
Corporation,  A  Rockefeller  Group  Company,  1230  Avenue  of  the  Americas,  New  York,  NY  10020-1 579. 
Rockefeller  Center.  The  state  of  the  art,  in  more  ways  than  one. 

(I) 

ROCKEFELLER 
CENTER 


A  Special  Place  InThe  Heart  Of  New  York . 
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Free  booklet  now  available  from  Accountemps,  the 
world's  largest  temporary  service  specializing  in 
accounting,  bookkeeping  and  data  processing.  Contact 
one  of  !00  Accountemps  offices  on  three  continents, 
or  write:  Accountemps,  Administrative  Services  Dept., 


Fifth  Avenue,  New  York,  NY  10036 


1986  Robert  Half  Ir-.re,  .uonal  Inc.   All  offices  independently  owned  and  operated 


President  Herbert  Hoover 

How  a  bill  becomes  bedrock. 

ect  had  to  match  that  figure.  Nc 
President  Reagan  has  approved 
move  to  send  a  new  proposal  to  Ca] 
tol  Hill  to  amend  Davis-Bacon.  Th 
it  would  stay  within  the  letter,  if  n 
the  spirit,  of  a  written  promise  t 
President  made  to  the  AFL-CIO  di 
ing  the  1980  campaign  not  to  se 
repeal  of  Davis-Bacon. 

The  Reagan  Administration  has 
ready  had  one  run  at  the  law.  In  19 
the  rule  about  30%  of  workers  det< 
mining  a  federal  pay  scale  w 
changed  to  50%,  despite  labor's  pi 
tests  and  numerous  court  appea 
The  new  proposal  (not  yet  formal 
submitted  to  Congress)  would  rai 
the  threshold  for  projects  covered 
Davis-Bacon  from  the  present  mode 
$2,000  to  $1  million  for  Departme 
of  Defense  jobs  and  to  $100,000  1 
other  federal  construction. 

Jay  Power,  the  AFL-CIO  lobbyist  i 
the  case,  is  ready  for  battle.  Any  E 
vis-Bacon  changes,  he  says,  will  set  < 
"a  howl  of  protest"  from  union  mei 
bers  because  it  will  open  the  way  f 
"fly-by-night  contractors  who  won 
eat  their  young  for  a  federal  job."  I 
also  sees  an  ironic  twist  in  a  Repub 
can  Administration's  making  such 
move  when  the  original  1931  bill  w 
sponsored  by  two  congressional  P 
publicans  and  signed  into  law  by  Pre 
ident  Herbert  Hoover.  Power  says  I 
sees  little  chance  of  any  proposal  b 
coming  law  as  a  freestanding  bi 
even  forgetting  (which  no  one  on  Ca 
itol  Hill  will)  that  1986  is  an  electii 
year.  He  sees  a  more  formidable  ta 
in  blocking  changes  tacked  onto  otb 
bills.  Republican  Senator  Phil  Gram 
of  Texas  (a  coauthor  of  the  Grami 
Rudman-Hollings  law  mandatij 
budget  reduction)  has  a  plan  to  do  ju 
that  to  Department  of  Defense  mon 
bills,  which  the  President  would 
loath  to  veto. 
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LISTEN. 
YOU  CAN  HEAR 

A  COMPANY 
GROWING. 

The  New  York  Stock  Exchange  has  always  been  a 
place  where  a  small  company  with  big  ideas  had  a 
bright  future. 

Consider  the  small  company  that  listed  on 
the  Exchange  in  1891  hoping  someday  to  put  their 
name,  Procter  and  Gamble,  on  more  than  just 
candles  and  glycerine. 

Or  the  regional  beverage  company  that 
came  to  us  in  1924  with  visions  of  making  their 
brown,  carbonated  drink  called  Coca-Cola® 
number  one. 

And  in  1961,  the  Exchange  listed  a  growing 
company  whose  success  in  copying  other  peoples 
work  has  never  been  duplicated— Xerox. 
Today,  the  NYSE  is  helping  a  lot  of 
young  and  upcoming  companies  come 
into  their  own.  In  fact,  1985  was  our 
■  best  year  yet  in  terms  of  new  arrivals. 

What's  more,  these  newcomers 
arrive  with  an  entrepreneurial  spirit 
already  backed  by  solid  earnings. 
Compaq  Computer,  who  just  joined  us,  is 
a  perfect  example.  They're  one  of  the  fastest 
growing  computer  companies  in  the  world. 
Combine  a  newly-listed  company's  potential 
with  the  NYSE's  depth,  liquidity,  visibility,  and 
access  to  millions  of  potential  shareowners,  and  a 
young  upstart  can  grow  up  to  be  a  corporate  giant. 

Of  course,  investors  have  the  chance  to  grow 
and  share  in  the  prosperity,  too. 

If  your  company  would  like  to  grow  up  in 
this  kind  of  nurturing  environment,  talk  to  the 
New  York  Stock  Exchange. 
We're  listening. 

New  York 

EW  YORK  STOCK  EXCHANGE.  INC  q         i    £  i 

la  is  a  registered  trademark  of  The  Coca  Cola  Company  OlOCK  tXCD3nQ6 


EXCITING 


IN  HE  ALT 
CARE! 


In  an  older,  simpler  America,  the 
personal  bond  between  patient  and 
doctor  was  something  we  took  as  a 
birthright.  We  mustn't  lose  that,  as  our 
generation  struggles  to  contain  the 
cost  of  health  care.  Reversing  the 
slide  toward  impersonalization, 


/Etna  today  does  much  more  than  just  collect  premiums  and  pay  bills.  Weve 
pioneered  Individual  Case  Management,  a  program  that  offers  less  costly 
alternatives  to  extended  hospital  confinement.  Weve  developed  Prevent, 


WORK 

WITH 
THE 

BESI 

IN  THE 

BUSINESS 


a  dental  program  which  saves  money  for  all 
parties  by  stressing  preventive  care.  Together 
with  the  550  hospitals  of  Voluntary  Hospitals 
of  America  and  their  75,000  affiliated  physi- 
cians, we're  creating  Partners  National  Health 
Plans-a  network  big  enough  to  bring  millions  of 
people  across  America  personal  health  care  at  a 
reasonable  cost.  In  matters  medical,  Americans  have 
always  taken  the  best  for  granted.  We  think  thats  a  healthy 
expectation.  And  we're  proud  that  more  than  ten  million 
of  them  now  take  it  for  granted  from  /Etna. 


©  1929  Curbs  Publishing  Corveany 


>Etna  Life  Insurance  Company.  151  Farmington  Avenue  Hartford,  CI  I 


Readers  Say 


re's  the  idealism? 

le  "The  M.B.A.  hotshots"  (Ca- 
Apr.  28).  Did  any  of  the  best  and 
lightest  of  the  class  of  1986  vol- 
r  for  a  year  of  service  in  the 
Corps? 

rles  G.  Westwater 
lla,  N.Y. 


t's  a  . , . 

heartily  agree  that  the  gloom 
:  the  prospects  for  U.S.  manufac- 
l  has  been  unhealthily  overdone 
's  Ahead  for  Business,  Apr.  28).  As  a 
sentative  of  the  steel  industry, 
ng  arouses  my  determination 
than  to  read,  by  some  egghead, 
he  U.S.  is  turning  into  a  service 
>my.  In  plain  English:  "That's  a 
crap." 

r  mistakes  are  on  record.  Do  not 
3ok  the  history  of  our  revival.  In 
ase  it  will  be  done  by  our  "part- 
in  Wheeling-Pittsburgh  Steel 
"  enjoying  the  American  stan- 
}f  living  we  intend  to  maintain. 
rrge  A  Ferris 

Chairman  and  Chief  Executive, 
ing-Pittsburgh  Steel  Corp. 
irgh,  Pa. 


nan's  hefty  gains 

Your  article  (May  5)  regarding 
Grace's  diversification  efforts 
iated  Grace's  sale  of  Herman's 
a  strategy  of  "dump  the  'dogs' 
nvest  proceeds  in  'stars.'  "  Your 
rch  possibly  failed  to  note  that 
lan's  was  among  the  most  profit- 
jf  all  U.S.  retailers  in  1985,  with 
n  on  equity  of  27.6%. 
Sisk 

lent  and  Chief  Executive, 
an's  Sporting  Goods 
ret,  NJ. 

'story  noted  that  Grace  would  make 
indsome  profit"  on  the  Herman's 
m  of  its  retail  group. — Ed. 


red  cow 

What  makes  a  farm  family  more 
tiy  ("Extinction  For  A  Key  Ingre- 
Of  America's  Heritage,"  Fact 
Comment,  Apr.  21)  of  public  sup- 
than  a  pawn  shop  family  or  a 
izine  family?  There  are  a  hell  of  a 
nore  restaurant  families  than 


farmers  going  bankrupt  every  year, 
and  they  work  harder  and  longer  than 
the  farmer. 

There  is  nothing  that  would  keep 
you  and  your  friends  from  offering 
your  money  to  the  poor,  downtrodden 
farmer,  but  would  you  please  stop  vol- 
unteering mine. 
— Chester  H.  Jordan 
Baton  Rouge,  La. 

Sir:  Too  often,  business  publications 
have  presented  this  issue  with  a  sneer, 
characterizing  any  concern  for  the  de- 
population of  rural  America  as  liberal 
diatribe,  out  of  touch  with  economic 
reality.  Your  comments  reflect  a 
much  clearer  understanding  of  the 
stakes  involved. 
— Charles  P.  Schroeder 
Director, 

Department  of  Agriculture 
State  of  Nebraska 
Lincoln,  Nebr. 

Sir:  After  high  school,  I  wanted  to 
become  a  farmer  like  my  neighbors. 
However,  I  did  not  think  it  very  pru- 
dent at  that  time  because  of  the  high 
entry  costs. 

Now  you  want  me,  through  my  tax 
dollars,  to  assist  those  who  outbid  me 
the  first  time  around.  Would  you  sub- 
sidize someone  bidding  against  you  at 
an  art  auction? 
—Paul  K.  Nold 
Wathena,  Kans. 


Identity  crisis 

Sir:  You  spell  his  name  Qaddafi.  The 
New  York  Times  London  Bureau:  el- 
Qaddafi;  Dow  Jones:  Qadhafi;  Time 
magazine:  Gaddafi;  the  AP:  Khadafy. 

Could  the  Libyan  leader  have  an 
identity  problem? 
— Harry  C.  Hicks 
Kinnelon,  N.J. 


Mortal  question 

Sir:  Re  your  observation  ".  .  .  for  sure, 
we  begin  even  when  we  die"  (Fact  and 
Comment,  Apr.  7).  Please  tell  me  how 
you  know. 

— James  L.  Hindenach 
Fairfield,  Conn. 


Not  so  psychic 

Sir:  Re  Tort  Reform  in  Fact  and  Com- 
ment II  (May  5).  The  jury  members 


should  have  their  heads  examined. 
Had  the  woman  truly  been  psychic, 
she  would  have  been  able  to  foresee 
that  the  CAT  scan  she  had  would 
erase  her  "psychic  powers." 
— Dean  C.  Hamilton 
New  Canaan,  Conn. 


Woman  Wins  $1  Million 
In  Psychic  Power  Suit 

PHILADELPHIA,  March  28  (UPI)j 
—  A  woman  who  blamed  an  advanced  ( 
X-ray  test  for  loss  of  her  psychic 
powers  has  been  awarded  more  than  $1 
million  by  a  jury,  but  a  hospital  attor- 
ney said  today  that  the  verdict  would 
be  appealed. 

■attomen  Pirti 

New  York  Times 


Ugly  comment 

Sir:  Cabbage  Patch  dolls  aren't  ugly! 
(Fact  and  Comment,  Mar.  24)  They  are 
cute.  Ugly  takes  no  place  in  a  descrip- 
tion at  all! 

If  you  have  any  comment,  write 
me!  I  will  read  it! 
—Jan  Riedell,  age  10 
Olivenhain,  Calif. 

Sir:  Re  your  comment  ".  .  .  But  in 
these  days  of  Cabbage  Patch  dolls 
kids  no  longer  give  merely  pretty  a 
priority." 

Now  if  it  would  just  rub  off  on 
adults. 

— Marjorie  Lyon 
Auburn,  Wash. 


Better  numbers 

Sir:  Re  the  1986  earnings  per  share 
estimate  for  American  Savings  Bank 
as  reported  on  page  243  of  The  Forbes 
500s  issue  (Apr.  28). 

The  Street's  estimates  for  the  com- 
pany are  in  the  $4.50-to-$5  range,  a  far 
cry  from  $1.50. 
— Terence  Rooney 
Vice  President, 

Morgen-Walke  Associates,  Inc. 
New  York,  N.Y. 

Sir:  The  percentage  change  over  1984 
column  for  BNE  Corp.  (Apr.  28)  reads: 
-9.5%  for  asset  growth.  In  fact,  the 
change  over  1984  should  be  +24.7%. 

— Lisa  Goldberg 
Vice  President, 
Bank  of  New  England 
Boston,  Mass. 
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"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


A  METAPHORIC  "HAIL"  TO 

week  before  the  Senate  Finance  Committee  unani- 
sly  reported  out  the  most  total  tax  revision  in  years, 
rill  was  virtually  dead.  Clubbed  to  near  extinction  by 
most  powerfully  intense  lobbying — in  contradictory 
;tions. 

lese  20  Senators,  both  Democratic  and  Republican, 


THE  SENATE  TAX  ACTION 

grasped  the  nettle,  stepped  up  to  bat,  took  the  bull  by  the 
horns,  bit  the  bullet — name  your  metaphor.  And,  believe  it 
or  not,  the  whole  Senate  and  the  House  and  the  Joint 
Conference  Committee  are  likely  to  do  likewise. 

Can  you  believe  it? 

I  do. 


REAGAN  AND  HIS  OMICS  REACH  NEW  HIGH  AT  SUMMIT 


avened  only  by  some  genial  pragmatism,  President 

;an's  persistent  pursuit  of  simple  and  straightforward 

.omic  and  political  goals  has  achieved  unforecasted 

Its  in  his  sixth  Summit. 

iree  factors  contributed  substantially: 

some  new  players  since  his  first  Seven  meeting. 

Dur  strike-back  at  Libyan  terrorism. 

rhe  capabilities  of  Treasury  Secretary  Jim  Baker. 

:  his  first  Summit,  Reagan  was  treated  with  indulgent 

lescension.  The  U.S.  may  be  the  big  boy  on  the  block, 

lonald  was  the  new  boy.  What  could  this  celluloid  star 

v  about  international  economic  and  political  intrica- 

Thank  goodness  he  didn't  bring  prompter  cards. 
ve  years  later,  sparked  by  Reaganomics — emphasis  on 
taxes,  less  government  stifling  of  entrepreneurs  and 

play  for  market  forces — the  U.S.  came  to  Tokyo  as 
:ountry  with  more  millions  at  work,  with  great  overall 
omic  robustness.  Reluctant  admiration  for  these  re- 
i  contributed  mightily  to  the  establishment  of  a  Group 


to  harmonize  internal  economic  policies  and  currency 
relationships. 

Despite  the  hostile  reaction  of  most  governments  and 
people  at  the  Summit  to  the  U.S.  strike-back  at  maniac 
Qaddafi,  these  terror-timorized  Heads  realized  the  U.S. 
would  no  longer  be  satisfied  by  their  "tut,  tut"  responses 
to  such  bloody  blackmail.  U.S.  action  in  Libya  sobered  the 
fearful,  and  the  message  has  not  been  lost  on  Syria  or  the 
Kremlin  or  those  governments  elsewhere  playing  footsie 
with  terrorism. 

The  Summit  statement  on  terrorism  and  the  coopera- 
tion that  will  follow  would  never  have  occurred  if  the 
President  had  pursued  the  basically  pusillanimous  course 
of  other  Summiters. 

I  think  the  real  surprise  of  this  Summit  is  not  the 
impressive  panorama  of  general  agreement  reached  in  in- 
tensely controversial  areas.  The  real  surprise  is  going  to  be 
in  the  specific  actions  that  will  be  taken  in  the  months 
ahead  to  implement  the  resolutions  agreed  to. 


TERRORISM'S  TWISTS 


With  the  courage  and  forthrightness  for  which  she's 
his,  Britain's  Prime  Minister  Margaret  Thatcher  un- 
hingly  backed  the  American  strike-back  at  Qaddafi, 
litting  the  U.S.  planes  involved  to  operate  from  their 
sh  bases.  The  outcry  resulted  in  added  security  at  her 


son's  apartment  in  Dallas  (he  represents  a  British  auto 
company  there).  So  the  building's  management  requested 
him  to  leave.  Did  you  ever  hear  of  a  more  un-Texan  action? 

•  Or  this  twisted  reaction  from  a  Georgian —  With  an 
upside-down  bit  of  logic  unusual  even  for  him,  one-time, 
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one-term  President  Jimmy  Carter  said,  "If  17  years  ago 
somebody  had  killed  Amy,  I  would  not  have  rested  until 
her  killer  was  punished." 

•  More  to  the  point  was  this  response  from  a  former 
Democratic  presidential  candidate,  a  vanished  voice 
with  an  appealingly  apropos  suggestion —  Said  Walter 
Mondale,  "It  bothers  me  deeply  that  a  character  like 


Qaddafi,  head  of  a  government,  can  just  go  out 
assault  the  basic  underlying  principles  of  civilized  so 
ety  and  kill  people  at  random,  in  great  numbers,  a; 
there's  no  risk  to  it.  If  they've  got  reasonable  eviden 
that  somebody  like  Qaddafi  did  that  [ordered  terror 
acts),  I  think  he  should  be  indicted  and  high  rewar 
should  be  posted." 


PRIME  VILLAINS  STILL  ARE  LAWYERS,  DOCTORS  POINT  OUT 


Not  long  ago  we  suggested  that  doctors  would  be  less 
plagued  by  disability  claims  if  they'd  "implement  an  effec- 
tive modus  operandi  for  delicensing  the  incompetent,  the 
alcohol  and  drug  addicted  in  their  own  ranks."  A  number 
of  doctors  have  taken  umbrage,  but  this,  from  Evansville, 
Ind.'s  Dr.  Richard  Wagner,  is  persuasive: 

"Physicians  are  willing  to  take  action  against  their  col- 
leagues. Unfortunately,  attempts  to  remove  a  physician 
from  a  hospital  staff  take  four,  five,  six  or  eight  years.  Why 


does  it  take  so  long?  Simply  put,  it  is  the  legal  profession 
And  Dr.  Harold  Usndek  of  Grosse  Point  Farms,  Mic 
makes  this  relevant  observation:  "I  and  most  doctc 
would  agree  on  delicensing  the  incompetent,  the  alcoh 
and  drug  addicts  in  our  own  ranks.  However,  if  you  w 
check  into  this,  [you  will  find  that]  the  malpractice  sui 
are  hitting  mostly  doctors  who  do  not  fall  into  the 
categories.  Some  of  our  best  doctors  are  being  hit  becau 
they  dare  tackle  difficult  cases." 


ANYONE  WHO  AXES  GOWNS  SHOULD  BE  DRESSED  DOWN 


Boards  of  Education  are  usually  applauded  for  the  un- 
usual times  they  cut  unnecessary  spending. 

But  not  renting  gowns  for  faculties  to  wear  at  gradua- 
tions to  "save"  a  few  hundred  dollars  is  utterly  deplorable, 


not  one  whit  applaudable. 

Graduations,  along  with  birth,  marriage  and  death,  i 
consequential  milestones.  Properly  begarbing  teache 
adds  dignity  to  such  a  memorable  occasion. 


DO  SCHOOL  KIDS  STILL  PLAY  "TERRITORY"? 

This  delightful  painting  reminds  me  of  a  game  we  used  Then  it  was  his  turn.  The  winner  was  decided  when  you  g 
to  play  at  school  that  was  nearly  as  popular  as  marbles.  A    to  a  piece  in  which  you  could  no  longer  balance  on  the  ball 


square  marked  in  the  dirt  was  divided 
in  half,  and  pocketknives  were  the 
weapons  with  which  the  war  was 
waged.  After  a  coin-toss,  the  pocket- 
knives  started  flipping.  Whenever  the 
blade  embedded  itself,  the  line  was 
drawn  and  the  new  piece  sliced  be- 
came part  of  that  player's  turf. 

You  continued  until  your  knife 
didn't  stick  or  it  missed  the  narrowing 
boundaries  of  the  other  guy's  land. 


your  foot.  In  those  wars  of  temtor 
aggrandizement,  one  lost  neither  bio 
nor  marbles. 

It's  unlikely  that  in  this  game  there 
any  germ  for  a  solution  to  world  cc 
flict.  For  Khomeini  and  Iraq's  Hussei 
playing  "territory"  would  take  all  t 
fun  out  of  war.  Come  to  think  of 
though,  our  kids'  game  is  not  too  u 
like  the  way  the  world's  leaders  play 
territory  at  Versailles  and  Yalta. 


HAVING  FEWER  GLOBS  OF  FAT  ON  CHICKEN 


is  an  accomplishment  that  Fact  and  Comment  can  crow  a 
bit  about. 

A  year  and  a  half  ago  we  wrote  here: 

"If  Mr.  Perdue  were  as  full  of  fat  as  his  chickens,  he'd 
overflow  the  television  screen  when  clucking  those 
commercials. 


that  almost  all  fowl  available  was  thus  fouled  up. 

"The  problem  seems  to  be  that  chickens  no  longer  ha 
to  scratch  for  a  living.  They  get  stuffed  with  treated  fe 
that  plumps  'em  and  is  antibiotified  to  immunize  the 
against  diseases  (like  chicken  pox,  do  you  suppose?)." 

So  now  the  two  biggest  chicken  marketers  are  pitching > 


"For  not  the  first  time,  the  other  evening  I  sat  shucking    TV  and  radio,  and  in  print  they  claim,  "INTRODUCIN 


corn  and  watching  the  evening  news  while  my  wife  was 
plucking  blobs  trom  'twixt  the  skin  and  the  meat.  How 
many  ounces  I  don't  know,  but  there  certainly  were  gobs 
of  what  you  don't  buy  the  bird  to  get.  I  felt  the  customers 
were  getting  the  bird  from  Frank  until  my  wife  explained 


THE  LOWEST  FAT  CHICKEN  YOU  CAN  BUY"  (Perdt 
and  "ABDOMINAL  FAT  REMOVED"  (Holly  Farms). 

Now  that  the  poulterers  are  leaning  up  their  fat  fowl,  i 
you  think  there's  a  chance  that  some  meat  raisers  mig 
do  likewise? 
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MOVIES 


ly  Beautiful  Laundrette — The  Brits  have  a  way  of 
iucing  low-budget  hits  and  this  is  one.  It's  about  the 
istanis'  drive  to  success  in  a  sea  of  English  Punk 
tility.  The  offbeat  love  story  doesn't  lessen  the 
pingly  realistic  depiction  of  how  anti-Paki  rioting  is 
^ered.  •  Out  of  Africa — Once  in  a  great  while  a 
rie  that  wins  multiple  Oscars  deserves  most  of  them. 
peaking  of  Oscars — Too  often  too  many  receive 
ilty  conscience"  Oscars.  Having  overlooked  the  great- 


est and  most  deserving  work,  the  Academy  later  gives 
awards  for  films  of  far  less  merit.  Maybe  some  year 
Spielberg  will  get  his.  •  A  Room  with  a  View — a  total 
unmitigated  delight.  Helen  Bonham  Carter  is  a  beautiful 
heroine  of  refreshing,  outstanding  appeal.  True  love 
triumphs  amid  endless  non-X  humor.  Even  if  you  "never 
go  to  the  movies,"  this  is  worth  breaking  your  custom 
for.  •  Wise  Guys — Because  the  New  York  Times  guy 
called  it  "one  funny  movie,"  I  went.  It  ain't. 


GRATITUDE 


\  funny  (true)  story  from  and  about  my  friend,  Norman 
,  a  broker  at  Advest: 

When  Norman  leaves  his  house  for  work,  he  goes 
:  a  pretzel-vending  old  woman.  For  a  number  of 
ks  now,  he  has  been  giving  her  some  money  each 

FILL  UP  ON  WHAT 

makes  your  motor  run. 


time  but  not  taking  any  pretzels. 

"The  other  day,  he  gave  her  the  usual  sum.  She  ran 
after  him  telling  him  it  wasn't  enough  because  she'd 
raised  her  prices." 

— Ray  Yavneh 

IF  YOU'RE  ALL  FIRED  UP 

you're  harder  to  extinguish. 


BOOKS 


•  High  Jinx — by  William  F.  Buckley 
Jr.  (Doubleday  &  Co.,  $16.95).  The 
didactic  sugarplums  that  Bill  Buckley 
so  joyously  studs  his  TV  appearances 
with  are  the  only  things  missing  in 
this  newest  smooth  as-silk  espionage 
novel  featuring  Blackford  Oakes.  This 
suspenseful  corker  neatly  pins  the 
liant  British  butterflies  who  betrayed  all  to  the  Krem- 
from  their  high  posts  of  trust.  Gripping  fiction  built 
and  historical  betrayals. 

erpts:  That  morning  Rufus  arrived  at  the  safe  house  in 
don  looking  old,  but  not  for  that  reason  less  than 
licompetent.  He  was  greeted  with  relief,  rather  as  if 
chief  surgeon  had  arrived  at  the  operating  room  and 
the  attendants  instantly  knew  that  that  which  had 
n  impenetrable  would  now,  little  by  little,  be  penetrat- 
Rufus  shook  hands  (Rufus  shook  hands  with  as  much 
ught  to  what  he  was  doing  as  other  men  gave  to 
ring  up  their  flies).  .  .  .  He  could,  with  all  due  respect  to 
t  Heath,  persuade  him,  though  he  was  only  a  single 
r  his  junior,  of,  well — Fleetwood  faced  it — anything, 
a  reflection  on  Heath's  malleability,  rather  a  reflec- 
i  on  Fleetwood's  strength  of  mind  and  on  his  singular 
acity  to  satellize.  And  then  too  Heath  found  Fleet- 
id  engrossing.  He  was,  with  Fleetwood,  in  the  compa- 
)/  a  man  he  could  not  bully  and  had  no  desire  to  bully, 
itwood's  intellectual  achievement  was  too  outstand- 
to  be  thought  competitive.  His  subtle  understanding 
he  great  and  noble  reasons  to  hate  England,  Great 
:ain,  the  Empire,  the  West,  the  whole  imperialist- 
irgeois  world,  was  a  flame  they  had  in  common.  Heath 
lid  have  killed  for  Fleetwood.  To  be  sure,  he'd  have 
edfor  a  lot  of  people.  But  for  Fleetwood,  he  would  take 
isure  in  killing. 


•  New  York  at 

Night— by  Bill 

Harris  (Stewart, 
Tabori  &.  Chang, 
$25) — glows  in 
glorious  light- 
ing, but  beneath 
a  lot  of  that  glit- 
ter there's  human  darkness — heartaches  that  dazzle 
doesn't  cure,  heartbreaks  for  some  to  offset  the  night's 
lighthearted,  some  unlucky  heads  broken  rather  than  mere 

morning-after  ach- 
ing. This  night  work 
of  40  photographers 
with  40  pairs  of 
eyes,  each  seeing 
differently,  makes 
this  volume  such  a 
vivid  portrayal. 

•  Surface  Chic — by  James  Charlton 
(Avon  Books,  $7.95).  A  "funny"  cut- 
out book  that,  when  printed  up, 
turns  out  not  to  be.  It's  full  of  repro- 
ductions of  things — the  best  wine 
labels  for  pasting  over  cheap  ones 
being  served  or  given;  a  Tiffany  gift 
box  to  be  assembled  and  filled  with 
two-bit  gifts;  exotic  destination  luggage  tags  to  be  wrapped 
around  your  untravclcd  bags;  expensive  clothing  labels  to 
be  pasted  on  your  Montgomery  Ward-robe.  Ad  nauseam. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


Cutting  Down  Execs 

"They  [counter-terrorism  compa- 
nies) want  people  like  me  to  imagine 
that  my  executives  are  being  shot  at," 
says  Fred  Bornhof  en,  the  security  direc- 
tor for  Sun  Co.  "My  bottom  line  is  that 
if  you  wan  t  to  protect  executives,  make 
sure  they  drink  less  and  smoke  less." 

— Wall  Street  Journal 

See! 

President  Daniel  Ortega  of  Nicara- 
gua did  some  family  shopping  while  in 
New  York  for  the  U.N.  session.  For 
bulletproof  eyeglass  lenses,  $300  a  pair 
for  six  pairs;  three  pairs  of  Gucci  frames 
for  his  wife,  three  more  Fioruccis  for  his 
daughter  (total  bill  $3,500). 

Ordinary  Nicaraguans,  of  course, 
must  still  bear  rationing  and  shortages 
officially  blamed  on  "contra"  raids  and 
the  U.S.  economic  embargo.  Say  what 
you  will  about  Nicaragua's  new  social- 
ist order;  rank  hath  its  privileges. 

— New  York  Times 

What  Fallout? 

When  analysts  in  Washington 
looked  at  pictures  taken  [Tuesday 
morning]  during  the  first  [satellite] 
pass  over  Chernobyl,  they  were  as- 
tounded. The  roof  of  the  reactor  had 
blown  off  and  the  walls  were  pushed 
out — "like  a  barn  collapsing  in  a  high 
wind,"  said  one  source.  .  .  .  What  star- 


tled the  analysts,  however,  was  that 
the  same  set  of  pictures  showed  a  barge 
peacefully  sailing  down  the  Pripyat 
River,  as  though  nothing  had  hap- 
pened. And  inside  the  plant  fence,  less 
than  a  mile  from  the  burned  out  reac- 
tor, men  could  be  seen,  apparently 
playing  soccer.  As  the  satellite  passed 
over  the  town  of  Pripyat,  sources  said, 
it  was  clear  that,  so  far,  the  communi- 
ty had  not  been  evacuated. 

.  .  .  One  satellite  photo  [Thursday 
morning]  showed,  incredibly,  a  chop- 
per hovering  directly  in  the  plume  of 
radioactivity  [dumping  dirt  or  sand  on 
the  fire].  It  was  hard  to  believe  that 
even  Soviet  pilots  could  be  sent  on 
such  a  seemingly  suicidal  mission. 

— Newsweek 

Remains  Trapped 

[Lawyer]  Bill  Zabel  claims  actually 
to  have  as  a  client  that  hitherto  apoc- 
ryphal golfer  who  asked  that  his  ashes 
be  sprinkled  on  a  particular  sand  trap. 
"He  said,  'I  never  was  able  to  get  out 
of  here  during  my  lifetime,  so  I  might 
as  well  end  up  here.'  " 

— George  Rush,  Manhattan,  inc. 

Daring  Japanese 

After  they'd  used  the  urinals,  Bill 
showed  Mike  some  graffiti  on  the 
back  wall  of  the  lavatory.  One  said: 
Our  section  leader  has  several  flaws. 


Another,  furtively  scrawled,  said 
Work,  work,  work.  Surely  there  ai 
other  important  things  in  life. 

"What  do  you  think  of  that?"  aske 
Bill,  lowering  his  voice  to  a  whisper 

"It's  a  little  mild." 

"You  really  think  so?"  said  Bill,  ' 
thought  it  was  rather  daring." 

"Not  where  I  come  from." 

"Now  look,  Mike.  Those  fellow 
risked  a  lot  putting  that  graffiti  u 
there.  If  they  were  found  out,  they' 
be  dead  in  Japanese  industry." 
— Tokyo  Woes,  by  Bruce  Jay  Friedma 


Democracy  is  the  worst 
system  devised  by  the 
wit  of  man,  except  for 
all  the  others. 

— Winston  Church! 


African  Surprise? 

Today,  China's  farmers  are  makin 
unexpected  advances,  and  India,  th 
beneficiary  of  a  "green  revolution, 
was  one  of  the  nations  that  this  yej 
donated  grain  to  Ethiopia.  The  cred: 
for  these  achievements  belongs  to  th 
Indians  and  Chinese  themselves.  Fo: 
eigners  performed  at  most  a  suppor 
ing  role.  Similarly,  if  Africa  is  to  b 
saved,  Africans  will  have  to  do  it. 

Trends  and  projections  are  not  de: 
tinies.  It's  just  possible  that  a  gener; 
tion  or  so  from  now,  Africa  could  su 
prise  us  all. 

—Clifford  D.  Ma] 

New  York  Times  Magazm 

Matter  of  Degree 

"I  can  go  out  to  hire  people  wit 
degrees,  why  would  I  need  on 
myself?" 

— Mark  Povey,  an  Australia 
school  dropout  who  became  a  mi 
lionaire  at  age  25,  The  Australia 

Century  Gift 

Doris  Schwartz  wasted  no  tim 
when  she  found  out  that  British  Ai 
ways  gives  a  $150  rebate  to  anyon 
who  returned  to  England  any  Englis 
object  over  100  years  old.  Schwart: 
whose  family  hails  from  Waterfon 
England,  will  get  her  $150  in  Ma 
when  she  returns  the  ashes  of  h< 
recently  deceased  mother,  Mary  Alic 
Hunt,  a  British  subject,  to  the  famil 
plot  in  the  U.K.  Mary  Alice  was  10 
years  and  four  months  old  when  sb 
died  in  this  country  last  November. 

— Richard  Johnson,  New  York  Pot 


"Do  you  know  tlx  odds  of  winning  Use  state 
lottety?  Why  don't  you  just  sue  a  doctor. " 
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This  is  the  place  for  your 
ransportation  company  to  spin  its 
wheels.  Not  on  the  road. 


lexibility  and  efficiency  both  require  new 
>ortation  technology.  The  kind  pioneered 
aseway  Transportation  companies.  A 
automaker,  for  example,  discovered  that 
Dmputerized  routing  and  scheduling 
n  cut  overall  distribution  costs  by  23%. 
>ur  technological  advantage  enables  us 
;tom-tailor  packages  of  services  more 
ctively  than  other  distribution  companies. 
Full-Service  Leasing  to  bulk  carriage 
ltract  carriage.  From  just-in-time  delivery 
sonnel  leasing.  From  warehousing  to 
Nidation.  It's  in  the  coordination  of  these 
)le  Leaseway*  transportation  services 
^e  most  innovative  and  dramatic  distri- 
1  cost  savings  occur. 
:ontact  us  at  1-800-428-0042.  In  Ohio, 
(-428-0028.  Or  mail  the  coupon  today. 

eway  group  of  companies  includes  Anchor  Motor  Freight,  Inc 
al  Corporation  •  Signal  Delivery  Service,  Inc 

seway  Transportation  Corp 


Leaseway  Transportation.  A  1.4-billion- 
dollar  family  of  companies  with  services  in  truck 
leasing  and  rental,  maintenance,  personnel 
leasing,  contract  carriage,  common  carriage, 
distribution  center  services,  bulk  transport,  and 
logistics  consulting. 

Put  Leasewa/s  innovation  to  work  for  you. 

r 
i 
i 
i 


Leaseway  Transportation  Inquiry  Center  •  PO  Box  6212 
Cleveland,  OH  44101 

Attention  Mr  C  Mark  Jones  •  Vice  President,  Marketing  and  Sales 
Send  me  more  information  on  Leaseways  innovative  services 

Name:  Title  

Telephone:  

Company:  

Address:  


|  City. 


.  State 


.Zip 


FBS6286 


J£w  Leaseway 

XX  Transportation 

Fleet  Transport  Company,  Inc.  •  Midwestern  Distribution.  Inc  •  Refiners  Transport 


Total 

Fabricating  Capability 


Building  a  strategic  aircraft  requires  considerable 
fabricating  capability. 

Consider  the  tanks  which  hold  the  fluid  for  all  of  the  hydraulic 
systems  on  the  United  States  Air  Force  B-1B  long-range  combat 
aircraft.  These  tanks  require  hydroforming;  chemical  milling  to  a 

.023  inch  wall  thickness;  18  separate  spot,  resistance  and  TIG 
welds;  sheet  metal  work;  investment  casting  and  assembly. 


1 


It  is  one  thing  to  perform  all  those  functions.  It  is  quite  another  to 
have  all  those  functions  perform  . . .  because  where  the  B-1B  does 
its  job,  there  is  precious  little  margin  for  error.  The  tanks  are 
supplied  by  Fansteel's  Precision  Sheet  Metal  plant. 

If  total  fabricating  capability,  to  space  age  specifications,  interests 
you,  it  will  pay  you  to  know  more  about  us. 


H^anstecl 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 

FANStEEL  INC.  Number  One  Tantalum  Place*  North  Chicago.  IL  60064*  (312)689-4900 


'act  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


GOOD  TIMES  AHEAD 


he  stock  market  has  been  going  nowhere  lately,  but 
;stors  should  not  despair.  Looking  ahead,  we  are  laying 
foundation  for  another  upward  leg  of  the  great  bull 
ket  that  began  in  1982,  a  market  that  should  match 
:  of  1949-65,  when  stock  averages  rose  500%. 
he  reasons  for  this  optimism:  Taxes  and  the  activities 
imes  Baker. 

he  recent  Senate  Finance  Committee  action  on  taxes  is 
rmously  positive.  Reducing  the  top  rate  down  to  a 
ilidge-esque  27%  will  provide  a  powerful  incentive  for 
economy.  No  longer  will  a  disproportionate  amount  of 
nation's  intellectual  energy  and  imagination  be  con- 
trated  on  devising  tax-avoidance  schemes, 
fe  too  easily  forget  that  taxes  on  income,  on  profits  and 
apital  gains  are  the  prices  we  pay  for  working,  for  being 
;essful,  for  being  innovative.  If  the  levy  on  those  good 
igs  is  too  high,  we  get  less  of  them.  People  run  compa- 
i,  investment  tax  credits  don't.  Japan's  average  tax  on 
iness  is  twice  our  own,  yet  their  economy  has  blos- 
led.  By  contrast,  Great  Britain  has  some  of  the  best 
>orate  tax  incentives  in  the  West  and  its  economy  has 
i  anemic.  If  people  are  not  punished  for  getting  ahead, 
economy  will  do  well. 

overnment  revenues  will  flower,  too.  There  is  prece- 
t.  In  1982  the  top  personal  rate  was  reduced  from  70% 
0%;  since  then  revenues  from  top-bracket  taxpayers 
eased,  but  the  rich  are  paying  a  greater  share  of  all 
:s  collected,  just  as  the  supplysiders  had  predicted, 
he  second  area  of  optimism  is  what  is  happening  on  the 
rnational  money  front. 

ot  being  an  economist,  Treasury  Secretary  Baker  last 
saw  the  peril  to  us  and  to  our  trading  partners  of  the 
high  dollar.  Protectionist  sentiment  in  Congress  was 
feverish  level.  Baker  took  decisive  action.  Not  only  has 
dollar  been  realigned  to  a  more  realistic  level,  but  we 
our  allies  are  now  firmly  on  the  road  to  creating  rules 
:  will  prevent  the  destructive  volatility  that  brought  on 


the  inflation  of  the  1970s  and  the  overvalued  greenback  of 
the  1980s. 

Two  factors  that  made  possible  the  great  prosperity  of 
the  1950s  and  1960s  were  the  Bretton  Woods  international 
monetary  system,  whereby  we  had  stable  exchange  and 
interest  rates,  and  falling  trade  barriers.  All  this  made  it 
easier  for  people  to  do  business  with  one  another.  We  have 
regressed  badly  on  both  fronts  since  the  late  1960s. 

We  aren't  about  to  get  a  new  formal  system  a  la  Bretton 
Woods.  Baker  shrewdly  realizes  that  that's  not  feasible 
right  now.  Instead,  we  will  have  the  international  finan- 
cial equivalent  of  the  British  constitution,  where  the  rules 
aren't  written.  As  the  new  system  evolves,  it  will  then  be 
possible  to  codify  it. 

Baker  has  skillfully  used  the  U.S.  protectionist  pressures 
and  the  falling  dollar  to  bring  about  basic  changes  in 
Japanese  attitudes.  In  the  next  couple  of  years,  Japan  will 
act  less  like  a  Third  World  country  hyping  exports  and 
more  like  the  major  world  industrial  power  that  it  is.  Its 
markets  will  open  up.  It  will  also  invest  more  in  facilities 
in  the  U.S.  and  elsewhere,  just  as  the  U.S.  did  in  Western 
Europe  a  generation  ago.  (By  the  way,  this  won't  mean  the 
Japanese  will  be  any  less  formidable  a  competitor  for  U.S. 
industries.) 

There  are  short-term  problems,  of  course.  The  tax  bill's 
treatment  of  capital  gains  may  need  fixing.  A  more  imme- 
diate problem  is  the  reluctance  of  the  Bank  of  Japan  and 
West  Germany's  Bundesbank  to  go  for  easier  money.  We 
and  they  badly  need  lower  interest  rates,  or  else  our  econo- 
mies will  remain  sluggish.  Given  Baker's  considerable 
skills,  we  are  likely  to  see  helpful  changes  on  this  score 
before  too  long. 

Patient  investors  in  bonds  and  stocks  will  be  amply 
rewarded.  Remember,  between  1949  and  1965  the  finan- 
cial markets  underwent  several  frightening  falls. 

Keep  that  in  mind  if  stocks  take  a  tumble;  that  should  be 
an  opportunity  to  buy. 


IF  HE  CONTINUES  COMPILING  SUCH  A  RECORD 

James  Baker  may  find  himself  becoming  a  contender  for  either 
the  first  or  second  spot  on  the  Republican  ticket  in  1988. 
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your 
copier 
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Unless  your  present  copier  is  from  Kodak,  you 
aren't  using  the  copier  rated  tops  in  the  industry 
in  Datapro's  latest  survey. 

And  that  means  you're  not 
yet  enjoying  the  Kodak  Ektaprint 
copier-duplicator's  advantages:  supe- 
rior reliability,  superior  copy  quality,  and 
superior  service. 

But  you  can  begin  to  remedy  that  by  calling  1 800 
44KODAK,  Ext  606,  to  arrange  for  a  demonstration. 
See  for  yourself  why  Datapro,  an  independent 
research  organization,  gave  Kodak  copiers  the  advantage  in 
overall  customer  satisfaction  five  years  in  a  row. 
To  read  the  survey  results  no  other  copier  can  duplicate, 
just  write:  Eastman  Kodak  Company,  CP6237.  Rochester,  NY  14650. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


The  tax  bill 
that  deserves 
to  pass 


Watch  out  for 
the  notches 


"The  highest 
aftertax  return 
on  work  since 
the  1930s" 


AN  END  TO  UNCERTAINTY? 

Most  top  executives  like  the  Packwood  tax  package  passed  unani- 
mously by  the  Senate  Finance  Committee.  It  deserves  to  pass  intact, 
but  that  won't  stop  special-interest  groups,  capitalists  as  well  as  do- 
gooders,  from  trying  to  riddle  it  with  loopholes. 

The  package's  fate  will  turn  on  the  details.  Here  are  some  of  the 
problems  and  those  who  will  attack  them. 

The  thorniest  issue  may  well  be  the  so-called  notch.  Phasing  out 
the  15%  tax  rate  at  $75,000  adjusted  gross  income  and  kicking  in  the 
27%  bracket  on  all  incomes  above  that  will  limit  the  benefit  of  reform 
for  a  sizable  group  of  people — those  between  $75,000  and,  say, 
$175,000,  depending  on  family  size. 

Their  marginal  tax  rate  would  fall  a  bit,  but  as  the  bill  now  stands  they 
would  be  hit  harder  (a  32%  or  so  rate)  than  the  richest  (27%). 

This  large  group  of  taxpayers,  the  90th  to  99th  percentiles,  which  pays 
well  over  half  of  all  tax  revenues,  is  unorganized  and  therefore  lacks 
the  means  to  lobby  effectively.  The  Senate  bill  intends  to  raise  $10 
billion-plus  of  extra  taxes  from  them. 

The  15,000  small  bankers  in  the  U.S.  (that's  an  average  of  28  thrifts 
ready  to  lean  on  each  member  of  the  House)  will  scream  about  ending 
deductibility  of  IRA  contributions.  But  they  need  not  prevail.  The 
package  is  more  pro-saving  than  it  seems,  through  lower  rates  (more  to 
spend,  yes,  but  also  more  to  save)  and  the  end  of  the  consumption 
subsidy  by  ending  interest  deductions  for  all  but  housing  (but  why 
second  homes?). 

Capital  goods  makers  will  scream  about  ending  the  investment  tax 
credit — which  would  raise  corporate  taxes  $100  billion  and  perhaps  cut 
1%  a  year  from  real  capital  formation — but  most  corporations  can  live 
with  the  minimum  tax  and  reduced  breaks  for  investment. 

Securities  firms  and  electronics  makers  will  lobby  hard  against  any 
increase  in  the  tax  rate  on  capital  gains.  This  is  an  especially  hard  one 
to  call.  Real  estate  speculators  may  not  get  much  sympathy,  but  high- 
tech venturers  will. 

Americans  react  quickly  to  tax  changes  and,  when  they  are 
uncertain,  they  sit  on  their  hands  (one  reason  capital  spending  is 
stagnant).  On  balance,  Congress  has  a  chance  to  end  uncertainty  and  to 
end  many  perverse  and  distorting  tax  subsidies.  There's  also  good 
reason  to  think  the  result  would  be  a  broader  tax  base,  higher  growth, 
more  jobs  and  more  tax  revenue. 

The  obvious  danger  is  that  the  Senate  tax  package  will  be  nickel-and- 
dimed  to  death,  leading  to  more  "tax  reform"  after  the  1988  election. 

The  best  defense  will  be  President  Reagan,  who  wants  tax  reform  and 
has  unprecedented  national  support.  His  best  line  comes  from  Shear- 
son  Lehman  Brothers  economist  Allen  Sinai:  "Under  Packwood,  the 
best  deal  in  town  would  be  another  dollar  of  income,  a  second  job.  It 
would  be  the  highest  aftertax  return  on  work  since  the  1930s." 
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The  Forbes  Index 


Forbes  Index 
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Gridlock.  The  Forbes  Index  remains  unchanged,  at  80% 
above  its  1967  base  year.  It  was  the  first  time  since 
February  of  last  year  that  the  Index  failed  to  post  a  month- 
to-month  gain.  During  March  manufacturers'  new  orders 
for  durable  goods  dropped  2.1%,  while  inventories  in- 
creased 0.3% .  Primary  reason:  low  automobile  sales  and  a 
depressed  oil  industry. 


preliminary  trevist 

Relief  for  manufacturing  may  not  come  until  the  se 
ond  half  of  the  year,  when  the  benefits  of  a  lower  dolh 
cheaper  fuel  costs  and  lower  interest  rates  should  be  ful 
felt.  With  the  dollar's  continued  plunge,  however,  tl 
central  bank  is  not  likely  to  lower  interest  rates  furth< 
More  rate  cuts  could  eventually  aggravate  the  inflationa 
pressure  of  a  declining  dollar. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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nber  One  Wall  Street 


You  need  Irving  Trust's 

worldwide  capability  right  at  your  doorstep. 

You  need  Irving  Business  Centers. 

"Take  the  resources  of  a  large,  international  bank  and  make  them  available 
locally.  That's  what  Irving  Business  Centers  are  ail  about,"  says  Joe  Tenicki, 
Senior  Vice  President. 

Irving  Business  Centers,  affiliated  with  Irving  Trust,  are  staffed  with  multi-disci- 
plined professionals  who  can  draw  on  the  worldwide  resources  of  Irving  Trust  and 
its  relationships  with  over  3,200  correspondent  banks  and  government  institutions. 
You'll  find  Irving  Business  Centers  nearby  in  Atlanta,  Chicago,  Cincinnati,  Dallas, 
Los  Angeles,  Miami  and  Minneapolis.  This  means  a  better  understanding  of  your 
company,  industry  and  needs-whether  you  are  borrowing  or  investing. 
And  being  affiliated  with  Irving  Trust,  our  Business  Center  professionals  can  pro- 
vide forms  of  financing  that  reduce  your  borrowing  costs.  Or  arrange  investment 
alternatives  that  improve  your  returns. 


Joe  Tenic  ki.  SVP,  and  Irving  Business  Centers  give  you  local  access  lo  the  worldwide  resources  of  Irving  Trust. 


Services  within  your  reach  include:  Tax-exempt  lower  floaters;  natural  hedges/ 
cross  currency  arbitrages;  domestic  and  international  acceptances  and  letters  of 
credit;  domestic  and  international  treasury  management;  trade  finance  consulting; 
asset-based  lending  capabilities  and  accounts  receivable  management. 

For  more  information,  write  or  call:  Joseph  J.  Tenicki,  SVP,  Irving  Business  Center, 
Inc. ,  One  Wall  Street,  New  York,  NY  10015  212/815-5746. 
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Irving  Trust 

Unique.  Worldwide. 


©  1986  New  England  Mutual  Life  Insurance  Company  Boston  Financial  Partners  NEL  Equity  Services  C  orporation;  NEL  Pension  Advisor! 


THERE  ARE  SOME  THINGS  EVE; 
CHANGE  WON'T  CHANG 


We  re  changing  our  name  from 
New  England  Life  to  The  New  England. 

The  reason?  As  important  as  life  insur- 
ance remains  to  our  business,  we  are  more 
than  that  today.  Much  more.  We're  a  partner- 
ship of  companies  offering  a  broad  array  of 
financial  products -insurance,  stocks,  bonds, 
mutual  funds,  real  estate  investments,  tax 
shelters  and  a  financial  planning  arm  to 


help  you  take  best  advantage  of  them. 

What  haven't  changed  are  our  values - 
values  that  have  been  important  to  our  cus- 
tomers for  150  years.  We  continue  to  believe 
in  long-term  relationships.  Place  integrity 
above  expediency.  Stress  service.  And  operate 
at  all  times  with  an  insistence  on  quality. 

If  you  feel  at  home  with  these  values, 
come  to  New  England. 


E 


The  New  England 

Your  Financial  Partner 


Forbes 


Marshall  Zolp,  they  say,  could  sell  voodoo 
dolls  to  nuns.  How  about  a  fake  company 
that  makes  self-cooling  beverage  cans? 

Desperately 
seeking  Zolp 


By  Richard  L.  Stern 
and  Adam  Snitzer 


WHAT  A  WONDERFUL  IDEA:  a 
beverage  can  that  needs  no 
refrigeration.  A  Fortune  mag- 
azine article  reported  on  the  self-cool- 
ing can,  supposedly  made  by  a  compa- 
ny called  Laser  Arms  Corp.  The  story 
was  later  broadcast  on  the  CBS  radio 
network.  PR  Newswire,  a  public  rela- 
tions wire  service,  disseminated  two 
press  releases  to  its  800  media  clients. 
The  Wall  Street  journal  carried  two 
half-page  ads  for  Laser,  touting  the 
"revolutionary"  can. 

Laser  Arms?  With  a  little  more 
probing,  the  fascinated  media  could 
have  discovered  that  Laser  was  entire- 
ly a  figment  of  the  imagination  of  one 
Marshall  Zolp.  In  late  April  the  Secu- 
rities &  Exchange  Commission 
charged  that  the  company  does  no 
small-arms  manufacturing  and  has  no 
self-cooling  beverage  con- 
tainer ready  for  mass  man- 
ufacture. More  important, 
the  SEC  charged  the  com- 
pany had  bilked  investors 
and  brokerage  firms,  in- 
cluding E.F.  Hutton,  of  un- 
told millions,  using  unreg- 
istered stock,  false  incorpo- 
ration papers  and  false 
claims. 

Did  the  SEC  charges 
cause  Laser  Arms  to  hang 
its  head,  and  the  self-cool- 
ing can  to  disappear?  No 
way.  At  a  press  confer,  ace 
at  New  York  City's  World 


REVOLUTIONARY  NEW 

BEVERAGE  CAN 

CHILLS  ITSELF  IN  SECONDS 

mmM  Upura 

lASCR  ARMS 

Tlie  Wall  Street  Journal  ad  and  Marshall  Zolp 's  mug  shot 
An  expert  at  trading  phony  stock  in  bogus  companies 


Trade  Center,  a  George  Livierati 
claimed  he  was  the  new  president 
Laser  Arms  Corp.  and  accused  tl 
SEC  of  using  Nazi-like  tactics  again 
him,  a  poor  Greek  immigrant.  He  al: 
claimed  that  the  supposed  self-coc 
ing  beverage  can  would  transform  tl 
beverage  industry.  Marshall  Zolp?  L 
vieratos  couldn't  place  him. 

What's  going  on  here?  The  real  st 
ry  walks  the  fine  line  between  com 
dy  and  outrageous  scandal. 

The  name  Laser  Arms,  the  SE 
says,  came  from  a  privately  held  "1 
ser  sight"  company  in  Las  Vegas  th 
Zolp  offered  to  help  take  public  : 
1983,  except  that  the  owner  refuse 
The  original  Vegas  company  still  e 
ists.  But  Zolp  created  a  fictitious  L 
ser  Arms,  using  the  balance  sheet  ar 
incorporation  numbers  from  an  earl 
er  Zolp  creation.  The  new  Laser  Am 
was  equipped  with  forged  accountai 
certification  and  minutes  of  a  none 
istent  directors'  meeting.  Zolp,  a 
cording  to  the  agency,  even  concoct< 
an  imaginary  merger  with  an  actu 
over-the-counter  company  called  E 
versified  Medical  Corp. — withoi 
bothering  to  tell  Diversified. 

What  was  the  purpose  of  the: 
machinations?  To  create  a  stock  th 
could  be  traded  in  the  over-th 
counter  Pink  Sheets. 

Armed  with  his  pile  of  impress^ 
but  entirely  fake  documents,  Zo 
went  to  S.W.  Devanney  &.  Co.,  a  sma 
Denver  firm  that  handles  penr 
stocks.  It  agreed  to  trade  Laser  ove 
the-counter.  Devanney  obviously  sa 
a  chance  to  make  a  few  bucks  tradin 
and,  after  all,  the  procedure  is  appal 
ingly  simple.  All  that's  required  is  I 
get  a  brokerage  house  lil 
Devanney  to  file  a  simp 
two-page  questionnai: 
with  the  National  Quot 
tion  Bureau,  a  private  con 
pany  that  publishes  tl 
daily  Pink  Sheets,  wherei 
are  listed  thousands  of  o: 
scurely  traded  companii 
and  the  names  of  the 
marketmakers. 

Once  in  the  Pink  Sheet 
the  new  Laser  Arms  wei 
wild.  Fueled  by  the  public 
ty,  the  stock  zoomed  froi 
15  cents  to  $3.50  a  share  i 
15  weeks. 
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Ul  this  for  a  company  that  not  only 
ked  the  products  it  claimed,  but 
it,  legally  speaking,  did  not  even 
st.  Zolp  easily  had  stock  certifi- 
es printed.  Many  firms  will  deliver 
m  within  24  hours.  Certificates  in 
id,  Zolp  opened  accounts  in  at  least 
ee  brokerage  firms  and  unloaded  at 
st  $1.5  million  worth  of  phony 
ires  in  his  bogus  company, 
luspicious,  one  of  the  brokers  at 
.  Hutton,  where  Zolp  had  sold 
'0,000  of  Laser  stock,  withheld 
ae  of  the  money  but  relented  when 
[p's  lawyer,  Morton  Berger,  threat- 
id  to  sue. 

ierger  confirmed  to  Forbes  that  he 
'olp's  attorney,  but  would  say  little 
2  about  the  man  or  his  company, 
ger's,  however,  is  a  name  that 
iws  up  repeatedly  in  Zolp  cases, 
ianapolis  inventor  Amos  Walls'  is 
)ther.  He  was  trotted  out  at  the 
ss  conference  as  creator  of  a  self- 
iling  can.  And  George  Livieratos? 
i  name  appeared  in  a  1983  SEC 
ng  for  Worldwide  Ventures,  sup- 
edly  a  manufacturer  of  a  fire  es- 
e  device  for  high-rise  buildings; 
inventor:  Amos  Walls.  The  attor- 
'  for  Worldwide  Ventures?  Morton 
ger. 

md  the  fire  escape  device  once  be- 
ged  to  another  Zolp  creation, 
ervac  Corp.  To  push  Emervac  Zolp 
d  press  conferences  in  New  York 
I  Chicago  a  few  years  ago.  Court 
timony  revealed  that  Zolp  success- 
y  pitched  prospective  investors  in 
as  Vegas  bar  called  Play  It  Again, 
a,  and  then  went  to  the  back  room 
ype  up  stock  certificates.  His  pun- 
ment?  An  SEC  injunction  against 
r  repeating  his  crime.  What  a 
gh.  Zolp  had  been  enjoined  twice 
viously. 

Vho  and  where  is  Marshall  Zolp?  A 
kingly  handsome  39-year-old,  he 
been  cited  by  the  SEC  at  least 
Ee  times  before  as  the  promoter 
imd  securities  swindles.  Zolp  was 
n  in  Oakland,  Calif,  and  raised  in 
h  Cuba  and  Chicago,  according  to 
uaintances  who  say  he  speaks 
nish,  German  and  Swedish. 
Zolp  could  sell  a  voodoo  doll  to  a 
1,"  says  one  friend,  adding:  "If  you 
t  this  guy,  you'd  follow  him  any- 
ere."  His  charm  apparently  appeals 
women  as  well  as  to  investors  of 
h  sexes.  He  has  been  married  at 
st  four  times.  One  ex-wife  says  she 
5  shocked  to  learn  during  their 
rriage  that  Zolp  was  also  married 
mother  woman. 

'olp  has  a  passion,  too,  apparently, 
stolen  cars.  There  is  a  Las  Vegas 
rrant  for  Zolp's  arrest,  where  he 
iped  bail  last  year,  charged  with 


possession  of  a  stolen  car  and  stolen 
computer  equipment.  Zolp's  favorite 
technique  for  acquiring  new  cars:  One 
friend  says  he  walks  out  of  a  restau- 
rant or  hotel  and  points  to  the  car  he 
wants,  and  the  valet  delivers  it. 

Zolp  learned  about  selling  securi- 
ties in  the  late  1960s  when,  he  tells 
friends  and  ex-wives,  he  worked  in 
Germany  for  Bernie  Cornfeld's  Inves- 
tors Overseas  Services. 

That's  who  Marshall  Zolp  is.  But 
where  is  he?  Good  question.  Neither 
the  SEC  nor  law  enforcement  officials 
can  find  him.  But  Zolp  keeps  going. 
On  May  12  the  Wall  Street  Journal  ran  a 
$48,000,  half-page  advertisement  for  a 
book  that  was  published  in  1985 
called  How  to  Go  Public  in  Less  Than  30 
Days  for  Under  $500  Without  a  Lawyer. 
The  author?  Marshall  Zolp.  The  ad- 
dress on  the  ad,  Equities  Processsing 
&  Clearing  Corp.,  is  a  mail  drop  in 
lower  Manhattan. 

The  book,  clearly,  is  just  a  footnote 


to  Zolp's  career.  The  real  question  is 
how  the  man  could  have  perpetrated 
such  arrant  securities  thievery.  Easy. 
Public  companies  with  limited  assets 
(the  cutoff  is  $3  million)  and  a  small 
number  of  shareholders  (less  than 
500)  are  exempt  from  most  federal 
reporting  requirements.  Even  when 
minimums  are  exceeded,  these  small 
players  have  up  to  15  months  before 
they  must  report  regularly.  The  law 
exempts  small  companies  to  spare 
them  costly  reporting  procedures. 

And  here's  the  rub:  Although  he  is  a 
repeated  securities  law  violator,  no 
related  criminal  action  has  been  filed 
against  Zolp.  The  SEC  shrugs  that  it 
has  jurisdiction  only  in  civil  cases. 
But  the  SEC  won't  say  whether  it  has 
asked  the  Justice  Department  to  file 
criminal  charges  against  Zolp. 

Anyone  for  How  to  Go  Public  in  Less 
Than  30  Days1.  The  book  is  only  $50 
(plus  $2.50  for  handling).  You  can  use 
either  MasterCard  or  Visa. 


It's  bad  enough  paying  taxes  on  interest 
you  actually  get.  But  do  you  want  to  pay 
taxes  on  interest  you  never  receive? 


Less  than  zero? 


By  Ben  Weberman 


BONDHOLDERS  OF  AMAX  INC. 
ought  to  feel  pretty  vulnerable 
these  days.  This  energy  suppli- 
er and  miner  of  nonferrous  metals  has 
not  had  a  profitable  year  since  1981. 

Last  year's  loss  of  $621  million 
wiped  out  the  entire  earned  surplus  of 
the  company,  leaving  a  deficit  of  $41 1 
million  in  retained  earnings.  That's 
hardly  likely  to  inspire  confidence 
among  investors  in  the  company's 
$200  million  of  zero  coupon  bonds, 
which  raised  only  $45  million  in  cash 
for  the  company  when  they  came  to 
market  in  1982.  The  issue  price  of 
$225  per  $1,000  bond  represents  an 
assumed  interest  rate  of  15.52%  to 
maturity  in  1992. 

Note  the  word  assumed.  The  as- 
sumption is  that  Amax  will  have  $200 


million  available  in  1992  to  repay  the 
$45  million  it  received.  The  IRS  as- 
sumes the  money  will  be  paid:  Bond- 
holders pay  mandatory  federal  in- 
come taxes  on  annual  interest  even 
though  no  cash  has  come  back.  By  IRS 
rules,  accretion  of  original  issue  dis- 
count bonds  is  taxed  as  ordinary  in- 
come. Holders  of  Amax'  $200  million 
face  value  of  zeros  must  face  the  fact 
that  the  company  has  almost  half  a 
billion  dollars  of  debt  due  before  the 
zeros  come  up  for  repayment. 

Zero  coupon  bonds  were  attractive 
to  issuers  because  they  were  a  way  to 
borrow  money  without  having  to  pay 
regular  annual  interest  payments — 
until  maturity. 

The  table  on  page  36  represents  a 
small  portion  of  the  30  closely  printed 
pages  published  by  the  Internal  Reve- 
nue Service  as  its  list  of  original  issue 
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Races  against  time 


The  bond  market  was  flooded  with  zero  coupon  under  today's  different  business  conditions,  to  repay 
issues  in  1981  and  1982.  Most  offered  yields  between  the  lenders?  Meanwhile,  of  course,  the  lenders  are 
12%  and  14%.  Can  all  these  borrowers  earn  enough,    paying  income  tax  on  the  imputed  interest  building  up. 


Original 

Cash 

Principal 

Recent  price 

-offering 

raised 

to  be  repaid 

per  $100 

Current 

Issuer 

M  at  nri  tv 

yield 

(millions) 

fapp  ;1  mull  lit  " 

yield* 

Allied-Signal 

1 7o  /  -zuuy 

i  i  .  O—  10.077/0 

£31Q  ft 

JIOU7.U 

£  i  no  i 

O  1  CO/ 

Aroax 

1992 

15.52 

45.0 

200 

16.00 

1 1.50 

Archer-D.-  .ie'  midland 

1992-2002 

13.0-13.5 

59.6 

500 

23.75 

9.21 

BankAmer'  j 

1987-1993 

13.152-15.25 

317.0 

1,000 

52.58 

9.25 

Hospital  Cor;>  of  America 

1997-2002 

12.8-13.5 

33.1 

300 

23.43 

9.25 

McDonald's 

1988-1994 

12.303-12.601 

50.0 

160 

53.91 

8.25 

JC  Penney 

1989 

14.25 

66.5 

200 

79.24 

8.00 

Rapid-American 

1987-2007 

11.75-14.0 

111.2 

462 

5.50 

14.00 

Two  that  stand  apart 


Below,  two  zero  issues  whose  holders  don't  pay  taxes  special  tax-exempt  status  when  they  were  issued  four 

on  the  annual  interest  buildup.  They  were  given  years  ago.  Exxon  is  rated  AAA;  GMAC,  AA  + . 

Original  Cash  Principal  Recent  price 

offering                raised              to  be  repaid            per  $100  Current 

Issuer                                             Maturity                yield   (millions)                      face  amount"  yield* 

Exxon  Shipping                                      2012                     11.0%          $114.2                $2,856                  $12.69  8.0% 

GMAC                                          2012-2015           10.15-10.25              126.0                 2,838                   10.20  8.0 

'Prices  and  yields  given  for  the  longest  issue  in  serial  maturities 


are  currently  depressed,  since  many  of  about  25%  of  any  accretion  and  appre 

the  original  investors  are  Japanese  ciation  of  the  deferred  interest  deben 

who  had  purchased  large  blocks  and  tures  will  be  subject  to  capital  gain 

are  switching  out  of  zeros  because  of  a  tax,  not  ordinary  income  tax. 

change  in  their  tax  rules.  Moral:  Not  all  zero  coupon  bond 

Batrus  also  makes  the  point  that  were  created  equal. 

Summit  conferences  propose,  but  market 
dispose.  Witness  what  the  Japanese  did  tc 
the  U.S.  bond  market  last  month. 

Who's  in  charge? 


discount  instruments.  Brokers  and 
dealers  are  required  to  use  such  lists 
to  report  accreted  income  to  the  tax 
collecting  agency.  The  bonds  here  are 
a  random  sample. 

Beware:  For  some  debtors,  the  re- 
cent cooling  of  inflation,  with  disin- 
flation in  the  works  for  at  least  the 
first  half  of  this  year,  will  alter  busi- 
ness conditions  enough  that  returns 
on  assets  will  be  too  small  to  cover 
the  annual  rates  of  accretion.  The  un- 
fortunate bondholder  could  end  up 
having  paid  a  lot  of  taxes  on  income 
he  will  never  receive. 

But  this  arcane  field  of  investing 
also  presents  opportunities.  There  are 
two,  only  two,  public  zero  issues  on 
which  accretion  is  exempt  from  in- 
come taxes.  Better,  yields  currently 
are  higher  than  the  returns  on  long- 
term  U.S.  Treasury  bonds.  The  securi- 
ties are  $2.9  billion  face  value  of  Ex- 
xon Shipping  Co.  zeros  maturing  in 
2012  and  $2.8  billion  face  value  of 
General  Motors  Acceptance  Corp.  ze- 
ros maturing  in  2012  and  2015.  They 
were  issued  four  years  ago  in  ex- 
change for  other  securities  and,  in 
that  process,  received  the  special  sta- 
tus of  being  nontaxable  until  maturi- 
ty or  sale. 

Credit  risk  for  these  two  issues,  ac- 
cording to  Harlan  Batrus,  partner  in 
Lazard  Freres  &  Co.,  is  minimal.  Ex- 
xon's are  rated  AAA  by  Standard  & 
Poor's,  and  GMAC's  are  AA* .  Prices 


By  Edwin  A.  Finn  Jr. 

Japanese  investors,  by  far  the 
biggest  buyers  of  long-term  U.S. 
Treasury  bonds,  rocked  the 
bond  market  in  early  May  when  they 
sharply  curtailed  their  bond  pur- 
chases. That  cutback,  and  fear  of  fur- 
ther cutbacks  by  the  Japanese,  pushed 
yields  on  long-term  Treasurys  to  near- 


ly 7.5%,  from  7.1%. 

Does  this  mean  the  U.S.  has  gotter 
so  deeply  in  debt  it's  losing  control  o 
its  economic  destiny?  People  whc 
think  so  say  Japanese  investors'  wari 
ness  will  eventually  prod  U.S.  interes 
rates  upward.  Higher  interest  rates,  ir 
turn,  would  depress  U.S.  business  ac 
tivity  and  trigger  an  unwelcome  ris< 
in  the  value  of  the  dollar  against  othei 
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0  while  Ronald  Reagan  was  in  To- 

1  talking  about  coordinating  eco- 
nic  policies,  Japanese  investors  in 
w  York  were  doing  a  bit  of  dis- 
rdination.  This  development  has 
le  people  worried.  "It's  in  the  back 
everyone's  mind,"  says  one  head 
id  trader  in  New  York.  "Have  we 
ten  ourselves  into  a  position  where 
Japanese  are  dictating  terms  to  the 
rketplace?" 

lothing  better  illustrates  the 
•Id's  growing  economic  interde- 
dence  and  the  resultant  problems 
11  a  close  look  at  what  happened  to 
bond  market  in  the  weeks  preced- 
last  month's  Treasury  auctions. 
:  yield  on  long-term  Treasurys,  at 
ut  7.1%,  was  too  low  for  Japanese 
gstors'  liking.  They  generally  in- 
t  in  U.S.  securities  only  when  the 
d  is  at  least  300  basis  points — 
;e  full  percentage  points — more 
a  Japanese  government  bonds,  cur- 
tly yielding  about  4.5%. 
Seven  percent  seemed  to  be  a  ma- 
sound  barrier  for  Japanese  inves- 
i.  It  meant  the  spread  was  well 
)w  three  percentage  points,  so 
y  stopped  buying  bonds,"  says 
tt  Pardee,  executive  vice  president 
Discount  Corp.  of  New  York,  a 
or  Treasury  bond  dealer, 
he  Japanese  were  uncharacteristi- 
y  frank  about  their  actions.  They 
I  they  cut  back  on  buying  Trea- 
ts and  they  might  not  be  big  buy- 
at  the  U.S.  bond  auctions  in  New 
k  the  week  of  May  5.  Many  bond- 


holders panicked  and  dumped  their 
bonds,  pushing  yields  up  fast. 

At  that  point  the  Japanese  changed 
their  tune.  "They  sent  out  definite 
signals  that  they  would  buy  a  lot  of 
bonds  at  a  7.5%  yield  and  not  so  many 
at  7.25%,"  says  Pardee. 

In  the  end,  the  Japanese  bought 
heavily.  In  the  auction  of  30-year 
bonds,  they  picked  up  more  than  half 
the  $9  billion  available.  And  they 
bought  about  a  third  of  the  $9  billion 
of  10-year  bonds  auctioned  off.  But 
they  got  the  yields  they  wanted. 

All  this  makes  two  things  clear. 
First,  the  Treasury  probably  won't  be 
able  to  sell  many  bonds  to  the  Japa- 
nese without  the  three-point  spread. 
Second,  the  U.S.  Federal  Reserve 
Board  probably  won't  be  able  to  cut 
interest  rates  unless  the  Japanese  re- 
duce their  domestic  rates  first. 

Japan  reaped  $62  billion  from  trade 
with  the  rest  of  the  world  last  year 
and  is  expected  to  gain  a  further  $80 
billion  this  year  (see  story,  p.  84).  That 
money  has  to  be  invested,  and  much 
of  it  goes  into  U.S.  government  bonds. 
If  it  does  not,  interest  rates  in  the  U.S. 
will  rise  sharply  as  private  borrowers 
scramble  to  compete  with  the  Trea- 
sury for  a  limited  supply  of  domestic 
savings.  Last  year  the  Japanese  in- 
creased their  holdings  of  U.S.  Trea- 
sury bonds  by  $19  billion,  triple  the 
previous  year's  rise.  At  year-end  1985 
the  Japanese  held  $47  billion  of  the 
U.S.  government's  $2  trillion  debt. 
That  was  up  from  $27  billion  a  year 
earlier. 


Japan's  newfound  muscle  in  the 
money  markets  "is  the  most  extraor- 
dinary financial  development  in  his- 
tory," says  Sam  Nakagama,  head  of 
Nakagama  &  Wallace,  whose  consult- 
ing clients  include  12  large  Japanese 
banks.  As  Nakagama  sees  it,  the  Japa- 
nese owe  much  of  their  good  fortune 
to  U.S.  tax  cuts,  which  spurred  con- 
sumer demand  for  Japanese  products. 

By  holding  U.S.  bonds  during  the 
dollar's  eight-month  slide  against  the 
yen,  the  Japanese  have  incurred  cur- 
rency losses  of  more  than  $15  billion. 
They  may  consider  it  a  small  price  to 
pay  for  a  continued  willingness  by  the 
U.S.  to  absorb  Japanese  goods,  but 
there  is  a  limit.  Says  Raymond  Dalio, 
president  of  Bridgewater  Associates,  a 
Wilton,  Conn. -based  investment  ad- 
viser: "If  the  dollar  keeps  falling,  you 
have  to  ask  yourself  when  the  Japa- 
nese will  back  out.  Once  they  stop 
buying  U.S.  bonds,  it  will  inevitably 
force  U.S.  interest  rates  upward." 

The  current  7.5%  yield  "feels  very 
comfortable"  to  Japanese  investors, 
according  to  Takuro  Isoda,  chairman 
of  Daiwa  Securities  America  Inc.  No- 
mura economist  David  Resler  adds: 
"The  fundamentals  of  the  market- 
place reasserted  themselves  in  [last 
month's]  Treasury  auction." 

So,  for  the  moment,  all  is  well,  but 
the  shock  lingers.  The  Japanese  and 
U.S.  economies  are  now  interdepen- 
dent. Interdependence,  while  general- 
ly healthy,  does  bring  loss  of  indepen- 
dence, something  both  parties  will 
have  to  reconcile  themselves.  ■ 


e  invisible  hand  of  the  marketplace 


ers  about  Japanese  investors'  sell-  in  May,  restoring  the  3-point  spread 
Treasury  bonds  nudged  yields  up    between  U.S.  and  Japanese  bonds. 

Domestic  government  bond  yields  (at  or  near  end  of  December) 


U.S. 
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Have  you  heard  the  persistent  whispering  that  the  Palestin 
Liberation  Organization  secretly  controls  a  $5  billion  investmer 
empire  and  is  growing  richer  all  the  time?  Forget  it. 

Terror's 
bottom  line 


By  Hesh  Kestin 

T|he  Palestine  Liberation  Orga- 
nization is  going  broke.  Saddled 
with  surprisingly  extensive 
health  care  and  education  programs, 
diplomatic  missions  and  widows'  and 
orphans'  benefits,  plus  the  military 
budget,  Yasir  Arafat  presides  over  a 
political  enterprise  with  a  voracious, 
nine-figure  appetite  for  cash.  Unfortu- 
nately for  the  PLO  chief,  his  ability  to 
feed  that  appetite  diminishes  with 
each  month. 

Forbes  interviewed  dozens  of  diplo- 
matic, intelligence  and  investment 
sources  in  the  Middle  East,  the  U.S. 
and  Europe  to  assemble  a  reliable  bal- 
ance sheet  for  the  Palestine  Libera- 
tion Organization.  It  shows  that, 
while  the  PLO's  income  from  invest- 
ments and  contributions  last  year  to- 
taled about  $154  million,  its  expenses 
came  to  at  least  $310  million.  And 
since  its  costs  of  doing  business  are 
increasing,  that  deficit  is  growing  in- 
exorably. Which  means  that  Arafat's 
tattered  umbrella  organization,  which 
for  now  holds  together  eight  disparate 
terror  groups,  could  well  collapse. 

For  U.S.  interests  in  the  Middle 
East,  this  is  almost  certainly  not  good 
news,  since  Washington  sees  the  PLO 
as  a  moderating  influence  among 
Arab  terrorist  factions.  Little-known 
fact:  When  the  Israelis  finally  forced 
Arafat  to  abandon  his  Lebanon  head- 
quarters, the  U.S.  secretly  paid  $4  mil- 
lion to  $5  million  to  evacuate  up  to 
12,000  defeated  PLO  fighters  from 
Beirut  harbor  in  1982.  Washington 
kept  it  secret  by  having  the  U.K.  gov- 
ernment charter  ships  of  the  Cyprus- 
based  Sol  Lines  and  then  repaying  the 
British.  To  further  tangle  this  tale,  the 
Saudis  now  say  they  later  reimbursed 
the  U.S.  Murky  doings,  but  the  think- 


ing was  clear:  No  matter  what  the 
world  thinks  of  the  PLO,  it's  the  only 
bargaining  agency  the  Palestinians 
have.  Without  it,  as  each  PLO  sub- 
group vies  for  leadership,  we'll  see 
more  terrorism,  not  less. 

Arafat's  following  hardly  lends  it- 
self to  orderly  direction.  PLO  fighting 
forces,  12,000  to  14,000  strong,  and 
about  4.6  million  Palestinian  civil- 
ians are  scattered  throughout  18  Mid- 
east and  North  African  countries.  Of 
these,  nearly  half  live  in  Israel,  the 
Gaza  Strip  or  on  the  west  bank  of  the 
Jordan  River. 

The  PLO  is  clearly  in  financial  trou- 
ble and  has  begun  playing  the  sort  of 
slow-pay,  no-pay  games  typical  of  the 
cash-starved.  In  Cyprus,  for  example, 
a  diplomatic  and  operational  key  spot, 
where  the  PLO  has  always  paid  its 
bills,  the  local  office  recently  had  to 
have  its  arm  twisted  to  pay  for  dam- 
ages caused  by  a  bomb  in  a  house  it 
rented,  and  a  travel  agency  is  suing  for 
nonpayment  of  air  tickets.  Both 
claims  total  less  than  $15,000. 

Here's  the  expanding  expense  side 
of  the  PLO  balance  sheet: 

•  Diplomatic  and  propaganda  of- 
fices in  some  100  countries  cost  about 
$50  million  a  year.  Arafat  has  called 
for  a  25%  cut.  No  chance.  The  PLO's 
U.N.  observer  office,  for  example, 
now  in  its  own  five-story  brick  town 
house  worth  up  to  $3  million  on  Man- 
hattan's posh  Upper  East  Side,  won't 
be  moved  to  a  scruffier  neighborhood. 
Loss  of  this  front  of  respectability 
would  erode  PLO  stature. 

•  In  7  hospitals  (in  Egypt,  Lebanon 
and  Syria)  and  20  clinics,  the  PLO 
offers  Palestinians  free  medical  ser- 
vices through  the  Palestine  Red  Cres- 
cent. Annual  cost  is  $20  million.  Ara- 
fat can't  cut  his  Red  Crescent  without 
losing   grassroots   support — besides, 


his  brother  runs  it. 

•  Sons  of  the  Fallen  is  a  PLO  arr 
providing  widows  and  heirs  of  Pales 
tinian  "martyrs"  with  pensions  an 
free  education.  This  costs  $40  millio 
and,  as  one  PLO  official  ruefully  ac 
mitted,  every  year  there  are  mor 
martyrs  and  higher  costs.  Cutback 
could  further  rip  the  PLO  apart. 

•  To  keep  its  place  in  the  hearts  an 
minds  of  Arabs  living  in  areas  cor 
trolled  by  Israel  since  1967,  the  PL( 
normally  spends  about  $90  million 
year.  That  supports  highly  politicize 
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leges,  where  some  15,000  Palestin- 
s  study  (6,000  more  are  studying 
oad,  mostly  in  the  Eastern  bloc), 
isidizes  newspapers  and  pays  for 
il  defense  of  captured  terrorists, 
in  Arab  convicted  of  terrorism  rou- 
tly  has  his  house  torn  down  by 
leli  authorities.  Just  as  routinely, 

PLO  provides  money  to  rebuild.  It 
)  lends  money  for  housing,  farming 
I  small  businesses.  Now,  though,  it 

cut  these  payments  and  subsidies 
one-third  their  normal  level.  But 
re's  a  limit  to  parsimony.  King 


Hussein  of  Jordan  vies  for  power  by 
moving  money  into  the  West  Bank  as 
well.  He  pays  salaries,  for  example,  to 
ex-civil  servants  in  the  area  he  con- 
trolled from  1948  to  1967.  Without 
losing  influence,  the  PLO  can't  cut 
back  indefinitely. 

•  And  all  this  is  aside  from  the  ex- 
pense of  providing  for  up  to  14,000 
fighting  men:  salaries,  uniforms,  shel- 
ter, transport,  food,  medicine,  intelli- 
gence, communications,  training, 
propaganda  and  dependent  families. 
Apart  from  the  cost  of  weapons, 


which  the  Russians  are  probably  sub- 
sidizing, the  tab  is  not  less  than  $100 
million.  And  this  doesn't  include  an- 
other $10  million  to  support  some  400 
bureaucrats  sitting  in  Tunis  and  sup- 
posedly running  the  show.  Cutting 
back  on  their  offices,  villas,  cars  and 
perks  could  set  off  a  palace  revolt. 
And  trimming  among  the  field  troops 
might  provoke  a  replay  of  1983,  when 
4,000  PLO  fighters  opted  for  Syrian 
support  and  turned  their  guns  on  Ara- 
fat's mainstream  forces.  In  addition, 
as  more  PLO  forces  return,  Lebanon  is 
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going  to  take  more  money  in  the  com- 
ing years,  not  less. 

•  The  PLO  also  has  an  odd  assort- 
ment of  miscellaneous  expenses  in 
Third  World  countries,  what  it  calls 
"friendship"  projects.  For  instance,  it 
operates  at  least  four  large  and  unprof- 
itable model  farms  in  Africa,  and 
most  recently  had  to  dump  $30  mil- 
lion into  a  new  $100  million  cement 
plant  in  South  Yemen.  Why?  South 
Yemen  was  one  of  the  few  countries 
to  take  PLO  troops  after  the  Beirut 
evacuation.  "A  very  marginal  deal," 
said  a  banker  close  to  it.  "Rent." 

So  the  PLO  has  few,  if  any,  places  to 
cut  expenses.  And  the  income  side  is 
even  grimmer.  Its  finances  suffered  a 
severe  blow  when  the  PLO  was  driven 
out  of  Lebanon.  Through  its  control  of 
the  ports,  the  PLO  was  able  to  import 
its  own  goods  duty-free  while  charg- 
ing "customs"  for  everyone  else's. 
Sweetheart  agreements  with  Eastern 
bloc  countries  brought  cement  and 
steel  in  at  below-market  prices,  al- 
lowing PLO  dominance  of  the  Leba- 
nese construction  industry.  (From  a 
single  captured  Beirut  warehouse,  Is- 
rael carted  away  steel  valued  at  $30 
million.)  At  the  height  of  its  power, 
PLO  factories  profitably  employed 
over  6,500  people  making  everything 
from  army  boots  to  films.  The  take 
from  such  traditional  Lebanese  cot- 
tage industries  as  smuggling  and  drug- 
running  went,  too. 

The  PLO's  constituent  terror 
groups  have  their  own  money — terror 
is,  unfortunately,  a  cheap  arid  cost- 
effective  way  of  making  your  voice 
heard.  But  as  one  intelligence  officer 
put  it,  "There's  enough  cash  for  ter- 
rorism but  too  little  for  a  government- 
in-exile."  Basically,  the  umbrella  or- 
ganization has  only  three  sources  of 
income,  all  unstable  or  drying  up: 

•  At  the  1978  Baghdad  summit  to 
promote  Arab  solidarity  in  the  face  of 
Israeli-Egyptian  peace,  seven  coun- 
tries pledged  a  total  of  $3  billion  over 
ten  years.  Some  countries  reneged  en- 
tirely, others  just  partly.  Now  only 
Saudi  Arabia  pays — a  total  of  $29  mil- 
lion last  year,  far  short  of  its  $87  mil- 
lion commitment. 

What  happened  to  Arab  solidarity? 
Declining  oil  revenues  is  the  common 
excuse.  But  to  Kuwait,  for  example, 
whose  budget  last  year  was  $9.4  bil- 
lion, an  annual  donation  of  $47  million 
is  peanuts.  The  real  explanation  is  the 
PLO's  own  political  and  military  de- 
cline: Arab  nations  are  less  afraid  of  the 
organization  than  they  were.  Kuwaitis 
simply  paying  a  far  smaller  sum  as 
bomb  insurance  to  the  PLO's  sub- 
groups. Libya  has  its  own  band  of  ter- 
rorists and  refuses  to  pay  at  all. 


•  Taxation,  voluntary  or  otherwise, 
is  another  source  of  funds.  In  theory, 
the  PLO  taps  the  pockets  of  2.7  mil- 
lion Palestinians  outside. of  Israeli 
control  (Jerusalem  taxes  the  2  million 
within)  through  Arab  governments, 
which  tax  resident  Palestinians  on 
the  PLO's  behalf.  But  only  Kuwait,  a 
sixth  of  whose  population  is  Palestin- 
ian, regularly  forks  over — last  year's 
take  was  $10.5  million.  Other  coun- 
tries simply  pocket  the  tax. 

Wherever  they  are,  Palestinians 
give  out  of  sentiment  or  to  cover 
themselves  from  the  wrath  of  emis- 
saries putting  on  the  bite.  But  high 
estimates  put  revenues  at  less  than 
$25  million  a  year  from  both  taxes 


The  PLO's  ominous 

balance  sheet 

Its    growing  expenses 

and 

shrinking  income  are  a  grim  and 

virtually  certain  indicator  that 

terrorism  will  only  get  worse. 

Income  (millions) 

Return  on  $1  billion  in 

investments  (mainly  U.S.  and 

Western  European  securities) 

$100.0 

Saudi  Arabian  support 

29.0 

Voluntary  contributions 

14.5 

Taxes  collected  from  Palestinians 

in  Kuwait 

10.5 

Total 

154.0 

Expenses  (millions) 

Military  operations 

$100 

Subsidies:  housing,  legal  defense, 

publications,  businesses  and  colleges 

in  Israeli-administered  territories 

90 

Representative  offices  worldwide 

50 

Survivors'  benefits  (Sons  of  the  Fallen)  40 

Health  services 

(Palestine  Red  Crescent) 

20 

Administrative  headquarters  in  Tunis  10 

Total 

310 

Note:  All  figures  are  for  198S. 

and  contributions — not  a  lot,  not 
about  to  grow. 

•  This  leaves  investments,  and 
don't  believe  what  you  read  in  some 
newspapers  about  a  $5  billion  portfo- 
lio on  which  the  PLO  rakes  in  a  cool 
$1  billion  a  year.  According  to  sources 
close  enough  to  smell  the  ink,  the 
PLO  has  no  more  than  $1  billion  out 
making  $100  million,  most  of  it  in 
U.S.  and  Western  European  paper, 
plus  U.S.  blue-chip  stocks.  A  conser- 
vative and  highly  liquid  portfolio.  The 
PLO,  pushed  from  one  country  to  an- 
other, is  understandably  property- 
averse.  And  it  fears  that  other  nations 
may  seize  what  property  it  still  has. 

Some  PLO  money  is  managed  by 
the  $13.5  billion  (assets)  Arab  Bank 
Ltd.  Group  of  Jordan,  which  handles 
the  PLO's  working  accounts.  It  is  al- 


most certainly  part-owned  by 
PLO.  A  close  friend  of  Arafat's  sits 
the  board,  and  the  bank  has  back 
Palestinian  nationalism  for  56  yea 
Aside  from  97  offices  (2  in  New  Yoi 
in  23  countries,  2  secret  branches  < 
ist  in  Nablus  and  Jerusalem,  ar4 
supposedly  abandoned  by  the  Ai 
Bank  after  the  Six  Day  War.  The  Jei 
salem  office  is  in  a  travel  agen 
where  loans  are  processed;  its  cashit 
are  the  Arab  money  changers  do\ 
the  street. 

When  your  uncuttablc  expeni 
tures  reach  $310  million  and  your  i 
come  is  half  of  that,  you  need  mc 
bread.  Where  can  Arafat  turn?  T 
Soviets?  They  support  the  Syriai 
Arafat's  enemy.  The  only  alternati 
for  the  PLO  is  not  East  but  West. 

But  who  wants  Arafat?  First,  h 
resume  could  be  written  in  blood.  Se 
ond,  only  in  February  he  walked  o 
of  a  promising  agreement  with  Jord; 
to  sit  down  and  negotiate  with  Israt 
King  Hussein,  joined  by  a  former  PL 
intelligence  chief,  has  all  but  calli 
for  Arafat's  replacement  by  a  mode 
ate  willing  to  jaw  with  the  Jews. 

Not  our  business?  If  the  PLO  fal 
apart,  the  ensuing  terror  is  going 
make  M.  Qaddafi  look  like  W.  Disne 
Abu  Abbas,  architect  of  the  AchU 
Lauro  incident,  has  already  threaten! 
to  bring  terrorism  to  America. 

But  if  the  U.S.  really  means  to  ke< 
the  PLO  from  falling  apart,  it  w: 
probably  have  to  do  at  least  thn 
things:  (1)  Pressure  the  Saudis  and  K 
waitis  to  back  a  more  moderate  PL 
leader  and  withdraw  their  suppc 
from  Arafat.  (2)  Provide  discreet  U. 
aid  through  Palestinian  moderates 
help  the  PLO  keep  itself  intact.  In 
cash-starved  firm,  he  who  brings  tl 
banker  has  power.  (3)  Declare  cove 
war  on  PLO  radicals  who  keep  knoc 
ing  off  the  moderates. 

It  may  not  work.  The  economic  c 
mension  may  not  be  strong  enough 
alter  the  political.  But  acting  now 
stabilize  the  PLO  might  be  a  bett 
investment  than  paying  ransom  lat 
to  freelance  assassins  that  haunt  tl 
Middle  East.  Consider  what  happen* 
in-  Beirut:  Seventeen  months  aft 
paying  to  get  Arafat  &  Co.  out,  tl 
U.S.  had  to  evacuate  1,200  U.S.  M 
rines.  So  Washington  made  still  seer 
cash  payoffs  to  Lebanese  militias 
guarantee  the  Marines'  safety  as  th< 
withdrew. 

Now,  as  the  PLO  faces  near  baa 
ruptcy,  may  in  fact  be  the  last,  be 
opportunity  to  influence  it.  After  a. 
no  firm  is  as  amenable  to  constructs 
change — or  as  dangerously  prone  i 
destructive  fragmentation — as  oi 
that  is  going  broke.  ■ 
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AT  performance  at  an  XT  price. 
Introducing  theTeleCAT-286. 
$2995.  Complete. 


WithTeleVideo, 
1  always  settle  for  more. 

For  some  time,  youVe  known 
tly  what  kind  of  PC  you  could 
/ith  a  mid-range  budget. 
But  now,  you  can  settle  for 
ole  lot  more.  With  the  new 
L\T-286:  from  TeleVideo. 
It  starts  you  off  with  every- 
I  you  need.  Including  IBM  AT 
Mtibility.  A  20MB  hard  disk. 
1MB  floppy.  An  Intel  80286 
that  runs  at  either  6  or  8 
;.  Even  a  high-resolution 
(400  pixel  monitor  for  text 
graphics.  Standard. 


To  make  even  better  use  of 
internal  space,  we  socketed  the 
TeleCAT-286  for  one  MB  of  RAM, 
and  also  included  serial  and 
parallel  ports  on  the  motherboard. 
As  a  result,  we  can  still  give  you 
three  extra  expansion  slots. 

And  we  didn't  stop  there. 
We've  also  designed  more  ergo- 
nomic  features  into  the  TeleCAT- 
286.  Including  sculptured  key- 
caps on  a  high-quality  keyboard. 
LEDs  right  on  top  of  the  three 
critical  locking  keys,  so  they  won't 
get  covered  up  by  overlays.  And 
a  footprint  that's  28%  smaller 


than  the  IBM  AT's.  So  you  get 
more  of  your  desk  back,  too. 

There's  a  lot  more  we  could 
say  about  the  TeleCAT-286.  But 
it's  an  even  better  idea  to  get 
your  hands  on  it.  So  call  1  (800) 
TELECAT,  Dept.  166,  and  well 
tell  you  where  you  can  try  one. 

The  TeleCAT-286.  Our  20MB 
version  is  $2995;  30MB,  $3495. 
For  high  performance  at  a  low 
price,  don't  settle  for  less. 

ft  TeleVideo* 

Settle  for  more. 


TeleVideo  Systems,  Inc.,  1 170  Morse  Avenue,  Sunnyvale,  CA  94088-3568  •  (408)  745-7760 

&I986  TeleVideo  Systems,  Inc.      IBM  is  a  registered  trademark  of  International  Business  Machines,  inc     Screen  graphics  by  Chartmaster  ©Decision  Resources,  Inc 


It's  called  momentum.  And  it's 
making  its  presence  felt  everywhere. 

In  the  past  two  years,  the  assets  we 
manage  for  the  serious  investor  have 
more  than  doubled  from  $25  to  $60  bil- 
lion (out  of  total  assets  under  manage- 
ment of  $165  billion). 

Our  unique  way  of       ■■■■mmm  n 

working  has  been  in 
such  demand  from  individ- 
uals that  we  are  opening 
new  accounts  at  the  rate  of 
40,000  per  month. 

Four  years  ago,  we  cre- 
ated the  title  of  Financial 
Consultant,  believing  that 
stockbrokers  were  a  thing 
of  the  past.  For  four  years, 
we  have  been  building  an  organization 
that  could  deliver  on  the  promise  that 
financial  consultancy  makes. 

We  created  the  Financial  Consul- 
tant training  program  that  is  the  envy  of 
Wall  Street. 

Our  concept  of  financial  consultan- 
cy is  now  being  widely  imitated.  But  the 
copies  are  four  years  behind  the  original. 

In  the  past  year,  our  investment 
bankers  have  been  called  upon  to  man- 
age the  largest  domestic  common  stock 
offering  ever.  Called  upon  to  manage 
the  largest  corporate  restructuring  ever. 
This,  in  addition  to  assisting  more  com- 
panies in  restructuring  their  debt  than 
any  other  firm. 

We  were  the  first  to  create  a  depart- 
ment wholly  dedicated  to  handling  cor- 
porate divestitures.  A  reason,  perhaps, 
why  we  are  number  one  in 
divestitures. 

We  have  used  our  own 
capital  to  give  our  Mergers  & 
Acquisitions  clients  unprece- 
dented certainty  and  speed  in 
facilitating  transactions. 


WE  ARE  THE 
ONLY  FINANCIAL  FIRM 
THAT  INCORPORATES 
UNDER  A  POWERFUL 
CAPITAL  BASE 
THE  BREADTH  IN 
DISTRIBUTION,  DEPTH 
IN  TRADING, 
AND  TRADITIONAL 
BANKING  EXPERTISE. 


LEHMAN 


For  the  World  Bank,  we  conceived 
a  scheme  so  innovative  it  was  financed 
on  three  continents. 

For  the  corporations  and  utilities 
of  the  world,  we  created  an  entirely  new 
way  of  raising  permanent  equity:  Money 
Market  Preferred™  stock  and  notes. 

Then  we  created  an  equally 
innovative  way  to  effective- 
ly trade  them  as  well. 

We  have  built  a  nation- 
al reputation  in  public 
finance  by  having  the  most 
comprehensive  staffing 
and  understanding  at  the 
regional  level.  Which  has 
led  to  our  managing  over 
half  of  all  public  finance 
issues  in  the  first  quarter  of  1986. 

We  are  the  general  partner  for 
more  real-estate  investments,  make 
more  markets  in  more  securities  in 
more  countries,  and  bottom  line, 
manage  more  money  worldwide  than 
any  other  firm,  bar  none. 

A  sranning  resume  made  even  more 
impressive  by  the  fact  that  it  has  all  been 
done  in  such  a  short  period  of  time. 

Such  is  the  power  of  a  singular 
vision.  A  vision  that  believed  that  to  give 
investors,  both  institutional  and  individ- 
ual, the  best  of  all  worlds,  would  take  a 
three-dimensional  firm. 

And  today,  following  that  vision, 
we  are  the  only  financial  firm  that 
incorporates  under  a  powerful  capital 
base  the  breadth  in  distribution,  depth 
in  trading,  and  traditional  banking 

m  expertise.  A  three-legged  stool 
upon  which  no  one  else  can 
stand. 

History  has  shown  that 
every  great  organization  has  its 


An  American  Express  company  time. 
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This  is  ours. 


Minds  Over  Money! 


Member  SIPC 


1986  Shearson  Lehrruin  Brothers  Inc. 


If  our  damsel  is  in  distress,  this  much  can 
be  said:  It  is  her  own  darned  fault. 


Modern 
romances 


By  Richard  Behar 

Jack  and friends  were  still  urapped  in  the 
afterglow  of  an  ecstatic  exchange  offer 
when  the  telephone  rang.  "It's  for  you, 
Jack, "  someone  said,  with  tears  welling 
up.  "It's  Pete. "  Instinctively,  Jack  shrank 
from  the  receiver.  For  Pete  to  call  here,  at 
this  hour,  it  had  to  he  had  news.  '  As&  him 
what  he  wants,  "  Jack  whispered  hoarsely. 

That  is  how  one  of  the  heartthrob 
magazines  published  by  Macfadden 
Holdings,  Inc.  (True  Confessions,  Teen 
Beat,  Modern  Romances)  might  be 
tempted  to  report  on  what  may  be- 


More  than  one  shark,  in  tht  vjater. 


come  Wall  Street's  first  successful 
hostile  takeover  of  a  broadcast/media 
company.  Macfadden  is  bidding  to  ac- 
quire 100%  of  the  stock  of  a  once 
high-flying  broadcast  media  firm, 
John  Blair  &  Co.,  for  $25  a  share. 

For  its  vulnerability  to  takeover, 
management  in  this  case  has  no  one 
to  blame  but  itself.  Blair's  President 
and  Chief  Executive  Officer  Jack 
Fritz,  59,  let  his  ambitions  run  away 
with  him.  As  a  result,  the  sharks  are 
circling,  arbitragers  are  major  holders 
of  his  stock,  and  Blair's  future  as  an 
independent  company  is  in  doubt. 

This  was  not  how  Fritz'  tenure  at 


the  top  of  Blair  began.  Rising  over  tvl 
decades  from  salesman  to  president 
1972,  Fritz  went  on  to  preside  overt 
well-managed  company  that,  by  198 
showed  net  aftertax  profits  of  $  1 S  m\ 
lion  on  gross  revenues  of  $414  mj 
lion.  Blair  had  become  the  nation! 
largest  independent  advertising  br< 
ker  for  radio  and  television  time  slot) 
It  also  operated  several  radio  and  tel 
vision  stations,  as  well  as  one  of  tHl 
country's  biggest  newspaper  coupe 
insert  businesses.  Debt  was  manage 
able,  and  five-year  return  on  equil 
had  averaged  20% .  In  late  1983  Blair 
stock  hovered  in  the  mid-40s,  up  neai 
ly  100%  over  the  previous  year. 

Fritz  wanted  more.  This  was  the  ag 
of  media  giants,  and  with  revenues  c 
less  than  half  a  billion  dollars,  Bla 
was  far  from  a  giant.  So  in  early  198 
Fritz  embarked  on  a  crash  effort  t 
grow  huge  overnight.  Moving  fror 
unpretentious  Fifth  Avenue  digs  to 
new  $11  million  complex  seven 
doors  down  from  CBS,  ABC  and  RG 
along  Avenue  of  the  Americas,  Frit 
signed  a  20-year  lease  on  220,00 
square  feet  of  elegant  office  spac< 
Floors  were  ripped  out  and  rich  atr: 
um-like  foyers  were  installed.  Mear 
while,  the  walls  were  hung  with  « 
pensive  art. 

This  was  mere  symbolism.  A  fa 
larger  investment  came  when  th 
Cambridge,  Mass.  consulting  firm  ( 
Arthur  D.  Little,  Inc.  persuaded  Frit 
to  invest  in  Advo-Systems  Inc.,  a  coi 
pon  marketing  distributor,  to  expan 
it  virtually  overnight  to  almost  fov 
times  its  size. 

Taking  Little's  advice,  Blair  bougl: 
Advo  in  early  1984  for  $36  millio 
and  began  pouring  in  what  eventuall 
became  nearly  $100  million  more  in 
frantic  effort  to  boost  Advo's  reac 
from  13  million  homes  to  45  millio 
in  only  a  few  months.  Unfortunately 
Advo  turned  out  to  be  a  bad  busines: 
Far  from  rolling  over,  other  coupo 
vendors,  most  notably  local  newsp; 
pers,  simply  started  price-cutting  t 
keep  advertisers  from  leaving  then 
That  forced  Advo  to  match  the  lowe 
prices  in  market  after  market.  Mear 
while,  the  cost  of  postage  increasec 
Result?  Blair  closed  out  1985  losin 
$31  million  on  revenues  from  cor 
tinuing  operations  of  $631  millio 
and  has  lost  another  $25  million  in  it 
most  recent  quarter.  Advo  is  still  lo< 
ing  money. 

Blair's  sinking  stock  attracted  th 
eye  of  the  folks  at  E.F.  Hutton  &  G 
The  brokerage  firm  needed  a  takeovc 
win  to  regain  face  after  heading  u 
Ted  Turner's  unsuccessful  grab  fc 
CBS.  Peter  Callahan,  sole  owner  c 
Macfadden  Holdings,  had  already  e> 
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Cutty  and  denim. 


le  day  was  all  business.  The  evening  is  all  yours.  It  starts  with  your  favorite  jeans,  an  understanding 
friend,  and  the  smooth,  mellow  taste  of  Cutty  Sark?  A  taste  to  savor. 
To  send  a  gift  of  Cutty  Sark  anywhere  in  the  U.S.,  call  1-800-BE-THERE.  Void  where  prohibited. 


Cutty  Sark.  Y)u  earned  it. 


Does  your  company  need  help 
in  managing  its  telephone  costs? 


The  telephone  is  the  lifeline  of  your 
business.  You've  gone  to  a  good 
deal  of  trouble  and  expense  to  get 
a  proper  telephone  system— but 
you  still  have  a  monthly  telephone 
bill  that  is  nearly  impossible 
to  understand. 

You  still  don't  know  how  to 
allocate  this  expense  by  division, 
department,  cost  center  or  individ- 
ual. You  don't  know  the  extent  of 
personal  abuse  calls.  You  don't 
know  if  you  have  the  most  cost- 
effective  mix  of  tie-lines,  WATS,  or 
foreign  exchanges.  And  finally,  you 
don't  know  in  which  areas  of  your 
company  the  telephone  system  is 
being  effectively  utilized  and  in 
which  areas  it  is  not. 

Maybe  it's  time  you  called 
Account-A-Call. 

We  can  be  a  big  help  in  managing 
your  telephone  costs  by  providing 


solutions  to  virtually  every  tele- 
phone usage  and  equipment  ques- 
tion. Our  nationwide  service 
bureaus  prepare  for  you  monthly 
reports  that  effectively  analyze 
your  telephone  expenditure. 

Costs  are  clearly  and  simply 
organized  by  any  number  of  allo- 
cation criteria— from  a  single  user 
to  an  entire  department.  You  know 
who  is  making  what  calls,  where 
the  calls  are  being  made  and  how 
much  the  calls  are  costing.  And 
with  Account-A-Call,  you  find  out 
just  how  efficiently  your  entire 
phone  system  is  working  in  this 
increasingly  complex  world  of 
telecommunications. 

Want  to  know  more  about  what 
we  can  do  for  you?  Ask  for  our 
free  brochure  describing  ways  in 
which  we  can  help  your  company 
manage  its  telephone  costs. 


Account-A-Call 

CORPORATION 


4450  Lakeside  Drive,  8ufbank.  CA  915(35 


(818)  846-3340 


Blair  's  Jack  Fritz 

Too  much,  too  soon. 


pressed  an  interest  in  the  stock 
Hutton,  which  now  quickly  begs 
rounding  up  other  backers  for  a  rai 
At  least  one  of  them  has  an  unplea 
ant  past:  West  Coast  investor  Charl 
Knapp,  the  fellow  who  ran  Financi 
Corp.  of  America  into  the  ground  b 
fore  being  tossed  out.  Knapp  came 
with  $25  million  in  exchangeable  pr 
ferred  stock,  matching  the  $25  m: 
lion  in  equity  capital  put  in  by  Ma 
fadden.  A  search  began  for  buyers 
$145  million  more  in  junk  bond 
even  as  Banque  Paribas  agreed  to  le; 
a  syndicate  for  $120  million  in  adc 
tional  financing. 

With  the  sharks  circling,  Blair  stai 
ed  grabbing  for  a  defensive  strateg 
First  it  hired  Drexel  Burnham  Lar 
bert  and  Salomon  Brothers  as  fina: 
cial  advisers  and  ritually  pronounc* 
the  tender  offer  inadequate.  Ne: 
Blair  hired  private  detectives  and 
public  relations  firm  to  tar  Callata 
as  being  unfit  to  run  Blair  becau 
Macfadden  Holdings  at  one  point  pu 
lished  two  "sexually  explicit"  mag 
zines — Cheri  and  Pillow  Talk.  In  case  & 
else  failed,  Fritz  had  Blair's  six-persc 
board  of  directors  vote  golden  par 
chutes  for  himself  and  the  firm's  ot 
er  top  officers. 

Of  such  stuff  are  hostile  tak 
overs — and  fat  investment  bankii 
fees — made.  Whatever  the  outcome 
the  tender  offer  vote  itself,  the 
seems  little  doubt  that  Blair's  days  i 
an  independent  company  are  nun 
bered.  Now  that  the  company  is  ": 
play,"  if  Macfadden  doesn't  get  coi 
trol,  another  raider  almost  certain 
will.  All  this  because  the  man  at  tl 
top  was  in  too  much  of  a  hurry.  ■ 
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e  best  investments  around  aren't  sold  on  Wall  Street. 


ict,  most  people  on  Wall  Street  probably  don't  even  \ 

ierthem  investments. 

they  should.  And  so  should  you. 

:ause,  these  investments  not  only  give  you  a  high 

on  your  money.  They  guarantee  it. 

y're  energy-saving  Sylvania  lamps.  And  they  prove 

e  cheapest  lamp  isn't  necessarily  the  least  expensive. 

e  our  Sylvania  SuperSaver®fluorescent  lamp  for 

Die.  It  costs  more  than  the  standard  40-watt  fluores- 

imp,  but  uses  7  watts  less.  At  the  national  average 

c  rate  of  8  cents  per  kilowatt  hour,  the  SuperSaver  cuts 

y  costs  by  $11.20  over  the  operating  life  of  the  lamp. 

jse  savings  in  energy  costs  result  in  a  173%  annual 

on  your  incremental  investment.  Even  if  the  standard 


lamp  were  free,  you'd  be  losing  more  than  $8.00  by 
not  switching  to  a  SuperSaver  fluorescent. 

ROI  varies  from  lamp  to  lamp.  But  any  of  our  exclusive 
energy-saying  Sylvania  fluorescents,  incandescents  and 
H.I.D.  lamps  give  you  a  better  return  than  stocks,  bonds,  and 
other  conventional  investments. 

So  if  you're  looking  for  a  great  return  for  your  money,  why 
look  on  Wall  Street?  Just  call  1-800-LIGHTBULB  (or  if  you 
prefer,  contact  your  IED  Independent  Electrical  Distributor 
or  write  GTE  Products  Corp.,  Sylvania  Lighting  Center, 
Danvers,  MA  01923). 


SYLVANIA 


It  takes  78  years'  experience  helping  America's  middle-market 

companies,  by  providing  financing  that  complements  or  is  an 

alternative  to  traditional  bank  lending. 
It  takes  a  wider  selection  of  asset-based  financing  products  than  any 

other  competitive  company  offers. 
It  takes  local  offices  around  the  country,  so  response  to  your 

financial  needs  is  immediate. 
It  takes  ready  access  to  the  added  resources  of  our  parent, 

Manufacturers  Hanover,  one  of  the  world's  leading  financial 

services  institutions. 
It  takes  people  with  commitment  and  skills  unequaled  anywhere. 
It  takes  The  CIT  Group. 

To  receive  more  information  on  The  CIT  Group  call: 

1-800-CIT-6500. 
First  in  business  finance. 


A  company  of 
Manufacturers  Hanover 


st  in  business  finance? 


'■■if. 


Jaguar  XJR-7:  V12- Powered  Research  Lab. 


Jaguar  XJ-S:  V12- Powered  Luxury  Coupe. 


For  more  than  thirty  years  motor- 
sports  have  played  a  critical  role  in 
the  development  and  refinement  of 
Jaguar  automobiles.  From  Silver- 
stone  to  Le  Mans  to  Daytona,  Jaguar 
race  cars  have  provided  an  invalu- 
able test  bed  tor  passenger  car 
design  while  writing  a  grand  and 
glorious  racing  legend. 

Today  a  new  220  mph  XJR-7  pro- 
totype bears  the  Jaguar  marque. 
Featuring  significant  advances  in 
aerodynamics,  engine  management 
technology  and  chassis  design,  the 
XJR-7  race  car  is  designed  to  win 
races  and  to  generate  engineering 
advances  for  tomorrow's  Jaguars. 

The  XJ-S  grand  touring  coupe  is 
the  product  of  more  than  a  quarter 


century  of  Jaguar  racing  and  high 
performance  research.  Equipped 
with  a  smooth  production  version  of 
the  V-12  engine  that  powers  the 
XJR-7,  it  accelerates  briskly  and  can 
reach  a  speed  of  140  mph.  Four- 
wheel  independent  suspension 
and  power  rack  and  pinion  steering 
make  it  a  most  agile  road  machine. 

Yet  the  XJ-S  offers  far  more  than 
performance.  Inside,  it  is  rich  with 
rare  wood  and  fragrant  leather. 
Uncommonly  silent,  even  at  speed, 
the  XJ-S  is  a  significant  departure 
from  the  typically  loud  high  perfor- 
mance automobile.  To  complement 
its  hushed  and  luxurious  environ- 
ment, the  Jaguar  XJ-S  offers  the 
dulcet  tones  of  a  powerful  4-speaker 


stereo  sound  system.  Automatic 
mate  control,  a  trip  computer  anc 
wide  range  of  other  power  and  cc 
venience  accessories  help  ma 
driving  a  distinct  pleasure. 

Progeny  of  race  cars,  flagship 
the  marque,  the  Jaguar  XJ-S  is  a  le 
end  for  tomorrow.  Drive  it  today 
your  Jaguar  dealer 

For  the  name  of  the  Jaguar  dea 
nearest  you,  call  this  toll-free  numb 
today:  1-800-447-4700. 
Jaguar  Cars  Inc.,  Leonia.  NJ  076( 

ENJOY  TOMORROW  BUCKLE  UP  TOC 

JAGUAR 

J  A  BLENDING  OF  ART  AND  MACHINE 


7hat  happens  when  an  S&L  from  Minne- 
apolis tries  to  make  a  lot  of  money  fast  in 
ew  York  City  real  estate?  Need  you  ask? 


Country  mouse 
and  city  mouse 


By  Allan  Sloan 
and  David  Henry 


If 


inneapolis  is  a  straitlaced 
place  where  catching  a  clerk 
stealing  $500  worth  of  paper 
ds  would  constitute  a  major  munic- 
1  scandal.  Then  there  is  New  York 
:y,  which  is  to  double-dealing  and 
licism  what  Minnesota  winters  are 
:hilblaxns. 

;or  an  example  of  how  East  is  East 
1  Midwest  is  Midwest,  consider 
nneapolis-St.  Paul's  Twin  City 
leral  Savings  &  Loan,  a  $5.5  bil- 
i  (assets)  pillar  of  respectability, 
ich  boasts  that  one  out  of  five 
nnesotans  does  business  with  it. 
Vhat  would  a  nice  institution 
e  TCF  be  doing  putting  more 
n  $300  million  of  its  depositors' 
ings  at  risk  in  New  York  City's 
:ky,  high-risk  apartment-  and 
ice-building  conversion  mar- 
is? What  would  it  be  doing  in- 
iting  another  $300  million  in 
ngs  like  a  hotel  in  the  Virgin 
inds,  a  bank  takeover  in  Nevada 
1  a  Washington,  D.C.  apartment 
jse  in  Chapter  11? 
iood  questions,  but  that's  what 
!F  did.  To  its  regret.  Its  old  manage- 
nt  is  out,  and  its  new  managers  are 
ing  to  raise  $90  million  of  badly 
:ded  capital  by  selling  stock.  The 
ift  says  it  doesn't  know  how  much 
ignificant  proportion  of  its  loans 
worth.  Lawsuits  from  disgruntled 
rowers  are  kicking  around.  Heaven 
ly  knows  what  else  lurks. 
rCF's  prospectus,  a  96-page  docu- 
nt,  has  been  mailed  to  its  750,000 
)ositors  as  part  of  converting  TCF 
m  depositor-owned  to  stockholdcr- 
ned.  The  document  is  replete  with 
rnings — but  who  reads  prospec- 
;es,  with  all  that  gloomy  fine  print 
1  forbidding  language?  A  lot  more 


people  watch  TV,  where  TCF — per- 
fectly legally — is  advertising  its  stock. 

A  lot  of  the  people  who  eventually 
buy  the  stock  won't  have  read  the 
half-dozen  references  in  the  prospec- 
tus to  the  sad  saga  of  National  Proper- 
ties Inc.,  TCF's  New  York  City  sub- 
sidiary. National  Properties  was  start- 
ed by  Roy  Craven,  who  became  TCF's 
president  in  1982  but  was  forced  out 
in  1985.  Craven,  who  refused  to  talk 
to  Forbes,  came  from  the  Greenwich 
Savings  Bank  of  New  York  City. 


Twin  Cities'  TV  ad  for  its  stock 
More  viewers  than  prospectus  readers. 

When  Greenwich  failed,  some  of  Cra- 
ven's former  colleagues  got  their 
walking  papers.  Voila!  An  instant 
team  to  make  New  York  City  real 
estate  loans. 

With  remarkable  speed  and  little 
supervision  from  TCF's  board — 
which  approved  all  of  National  Prop- 
erties' major  loans — the  New  York 
team  quickly  made  loans  and  com- 
mitments totaling  $612  million.  TCF 
directors  belatedly  grew  uneasy  about 
lending  so  much  money  so  far  from 
home,  and  in  1985  the  board  hired  a 
new  chairman,  William  Cooper. 

Cooper,  now  42,  has  spent  much  of 
his  career  in  institutions  at  the  edge  of 
troubled  waters.  He  worked  at  Michi- 


gan National  Corp.,  whose  chairman, 
Stanford  C.  (Bud)  Stoddard,  engaged  in 
self-dealings  that  resulted  in  a  scan- 
dal. Later  Cooper  was  hired  as  presi- 
dent of  American  Savings  &.  Loan  in 
Miami,  of  E.S.M.  fame.  Cooper  says, 
"A  month  after  I  got  there,  I  knew  I 
didn't  belong  at  American,"  and  that 
he  left  after  trying  to  fix  things.  Two 
months  later,  the  E.S.M.  scandal 
broke  open. 

In  charge  at  TCF,  Cooper  forced  out 
Craven,  replaced  23  other  officers, 
hired  numerous  colleagues  from  his 
Michigan  National  days  (called  by 
some  "the  Michigan  Mafia")  and  set 
up  a  $38  million  reserve  for  losses, 
mostly  National  Properties'. 

What  caused  TCF's  problems?  Says 
Cooper:  "It  seems  to  be  a  serious  case 
of  dumb."  Rejoins  Stanley  Acke- 
mann,  former  president  of  National 
Properties:  "I  won't  dignify  Mr.  Coo- 
per's opinion  other  than  to  say  it  is  a 
heck  of  a  slap  at  the  [TCF  directors] 
who  approved  all  of  our  loans  and 
encouraged  all  of  our  activities." 

How  bad  is  the  mess?  The  prospec- 
tus says  three  times  that  TCF  isn't 
sure  it  has  taken  enough  reserves 
against  National  Properties'  loans.  A 
$600,000  reappraisal  ordered  by  Coo- 
per showed  that  some  loans  are  at 
100%  of  appraised  value  and  others 
are  greater  than  appraised  value. 
TCF  wouldn't  provide  key  infor- 
mation, such  as  who  did  the  ap- 
praisal (Cushman  &  Wakefield)  or 
how  much  there  is  in  potential 
losses. 

For  all  this,  TCF  has  a  negative 
tangible  book  value — at  year-end, 
its  goodwill  of  $134  million  was 
$21  million  greater  than  its  report- 
ed net  worth.  Earnings  are  rising 
smartly — but  only  because  Cooper, 
who  became  chairman  in  March 
1985,  stuck  about  $13  million  of 
loan-loss  charges  into  1984's  in- 
come statement.  Had  Cooper  tak- 
en the  $13  million  bath  in  1985 
rather  than  1984,  TCF  would  have 
had  small  profits  both  years,  rather 
than  a  nicely  rising  curve. 

Given  these  uncertainties,  how 
could  Peat  Marwick,  the  Big  Eight 
accounting  firm,  have  given  TCF's 
books  a  clean  bill?  And  how  could 
due-diligence  folks  at  TCF's  under- 
writers— Minnesota-based  Dain  Bos- 
worth  and  Piper,  Jaffray  &  Hopwood, 
New  York-based  Merrill  Lynch  and 
E.F.  Hutton — put  their  names  on  the 
prospectus?  We  can't  answer,  because 
none  of  those  parties  would  talk  to  us. 

In  its  promotion  campaign,  TCF 
says  that  it  is  "A  stock  worth  looking 
into."  We  couldn't  agree  more,  but 
not  quite  the  way  TCF  means  it.  ■ 
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MERGERS 
&  ACQUISITIONS  1986 


By  Laurie  Meisler 


It  was  another  banner  year.  In  1 985, 
according  to  merger  consultant  W.T. 
Grimm  &  Co.,  3,001  mergers  and  ac- 
quisitions were  announced,  a  12-year 
record  and  an  increase  of  18%  over 
1984.  The  total  value  of  transactions 
soared  to  $1 79.6  billion,  an  increase  of 
47%  over  the  1 984  record. 

Too  good  to  last?  Apparently.  These 
days,  investment  bankers  are  singing 
a  slightly  less  joyous  tune.  The  failoff 
seems  to  have  started  toward  the  end 
of  last  year.  In  the  fourth  quarter  of  1 985, 
reports  Grimm,  there  were  706  mer- 
ger/acquisition announcements,  com- 
pared with  829  in  the  first.  Right  now, 


it's  difficult  nor  to  notice  that  a  slowdown 
has  occurred.  "Last  year,"  observes 
Daniel  Good,  E.F.  Hutton  &  Co.'s  head 
of  M&A,  "there  were  36  transactions 
over  $1  billion.  There  have  been  no  ma- 
jor transactions  announced  in  the  first 
quarter,  so  we're  already  running  way 
behind  on  that  score." 

But  it  should  be  pointed  out  that  the 
mood  is  far  from  somber.  In  fact,  a  few 
investment  bankers  expect  this  year  to 
be  another  record  setter,  at  least  for 
their  firms.  Managing  director  Ken 
Miller  boldly  predicts  that  for  Merrill 
Lynch  Capital  Markets,  1986  will  be 
better  than  1 985.  And  among  those  who 


don't  suspect  records  will  be  shat- 
tered, there  is  optimism-with  a  touch 
reserve.  "We  are  still  very  busy,  tre- 
mendously busy,"  proclaims  Willard 
Overlook,  Jr.,  head  of  M&A  for  Gold- 
man, Sachs  &  Co.  "We  are  going  to  ha 
a  very  strong  year.  We  anticipate, 
though,  that  it  will  not  be  as  strong  as 
last  year." 

There  are  numerous  reasons  why 
1986  M&A  activity  is  not  likely  to  be  a 
robust  as  it  was  in  1985.  They  include 
concern  about  the  impending  overhai 
of  tax  laws-which  may  be  prompting 
buyers  to  delay  or  defer  acquisitions- 
well  as  the  dramatic  rise  in  stock 
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prices.  "What  with  the  stock  market  as 
strong  as  it  is,  we  think  that  lessens  a 
lot  of  companies'  takeover  potential," 
says  Goldman  Sachs's  Overlock. 
"The  premium  that  the  raider  would  pay 
to  acquire  the  company  and  still  have  a 
profit  from  the  transaction  has  been  re- 
duced." And,  he  adds,  there  has  been 
considerable  discussion  about  green- 
mail,  poison  pills,  junk  bonds  and  tax 
legislation.  "Just  that  kind  of  anti-take- 
over conversation,"  reflects  Overlock, 
"may  have  diminished  merger  and  ac- 
quisition activity." 

The  shortfall  is  expected  to  be  most 
visible  in  the  "megadeal"  area,  in  trans- 
actions exceeding  $1  billion.  For  one 
thing,  reasons  William  Wagner,  senior 
vice  president  of  Smith  Barney,  Harris 
Upham  &  Co.,  the  impact  of  higher  stock 
prices  is  perhaps  more  noticeable  on 
large  transactions  than  on  those  in  the 
medium  and  smaller  range.  "You're 
talking  about  such  large  magnitudes  of 
numbers,"  he  goes  on  to  explain.  "A 
comparable  increase  in  the  percentage 
size  of  deals  in  the  $1  billion  to  $2 
billion  range  carries  a  lot  more  weight 
than  the  percentage  move  at  $100  mil- 
lion or  $200  million."  Second,  Wagner 
continues,  the  megadeals  of  last  year 
were  mostlyjunk-bond-financed  bust-up 
buyouts.  "To  the  extent  that  a  lot  of  the 
gaps  in  the  values  between  the  underly- 
ing inherent  value  of  the  company  and 
what  it's  trading  for  in  the  market  have 
closed,  there's  less  of  an  incentive  or 
an  opportunity  for  some  of  the  junk-bond 
financed  bust-up  guys  to  take  a  run  at 
companies." 

In  addition  to  that,  certain  of  the 
takeover  artists  who  led  the  charge  in 
1985  are  tied  up:  Carl  Icahn,  for  exam- 
ple, now  has  his  hands  full  with  Trans 
World  Airlines.  Salomon  Brothers 
managing  director  Roger  Miller  thinks 
that  raiders  who  stay  active  will  be 
lowering  their  sights.  "Instead  of  going 
after  the  billion-dollar  company, 
they're  going  to  go  after  the  $200  mil- 
lion company  and  work  their  way  back 
up  to  the  billion-dollar  company  over  the 
years,"  he  forecasts.  Two  reasons 
why  takeover  entrepreneurs'  activities 
will  be  curtailed,  suggests  Miller:  the 
poison  pill  and  the  Federal  Reserve 
Board's  interpretation  of  Regulation  G. 

To  be  sure,  the  Fed  rule  restricting 
the  sale  of  high-yield  securities  for  use  in 
financing  hostile  takeovers,  which 
went  into  effect  early  this  year,  has  gen- 
erated much  discussion.  How  signifi- 
cant it  was  to  the  M& A  business  is  debat- 
able, though.  For  many,  the  proclama- 
tion was  a  nonevent-so  narrow  in  the 
types  of  companies  it  applies  to  and  so 
easy  to  structure  around  that  it  will  have 
a  negligible  effect  on  the  market  They 
observe  that  the  biggest  junk-bond-fi- 
nanced takeovers  announced  in  1985, 


"The  [poison]  pill  did  exactly 
what  it  was  supposed  to  do: 

It  forced  the  raider  to  

negotiate  with  the  board  of 
directors." 


GAF  Corp.'s  $4.6  billion  bid  for  Union 
Carbide  Corp.  (canceled  this  January) 
and  Pantry  Pride's  acquisition  of  Revlon 
at  a  cost  of  $1 .8  billion,  would  not  have 
been  stopped  by  the  new  guidelines.  "I 
think  that  the  regulation  was  restricted 
in  its  scope  to  the  extent  that  it  does  not 
impact  the  bulk  of  the  transactions  that 
would  be  done  using  the  financing  meth- 
ods that  are  associated  with  take- 
overs," notes  managing  director  David 
Kay  of  Drexel  Burnham  Lambert,  the 
firm  best  known  for  the  high-yield  securi- 
ties used  by  hostile  raiders. 

Still,  Kay  is  quick  to  point  out  that 
there  hasn't  been  enough  time  to  deter- 
mine the  ruling's  impact.  Hutton's 
Good,  for  his  part,  contends  that  the  Fed 
ruling  has  had  an  effect,  though  it  may 
not  be  immediately  apparent  to  the  na- 
ked eye.  "The  fact  is,"  he  says,  "that 
you  don't  see  a  lot  of  highly  leveraged 
transactions  just  popping  out  of  the 
woodwork  and  testing  it." 

Similarly,  the  effectiveness  of  the 
poison  pill-warrants  issued  to  share- 
holders that,  in  the  event  of  a  hostile 
takeover,  allow  them  to  buy  the  shares  of 
the  acquiring  company  at  half  the  mar- 
ket value-has  yet  to  be  determined,  say 
M&A  experts.  But  that  has  not  de- 
terred a  host  of  corporations  from  mak- 
ing it  this  year's  most  stylish  shark  re- 
pellent. Any  skepticism  about  its  accept- 
ability was  dispelled  last  November, 
when  the  Delaware  Supreme  Court  up- 
held the  validity  of  a  poison  pill  issued 
by  Household  International,  a  consum- 
er-finance company. 

But  is  the  pill  dampening  takeover 
activity?  Not  really,  in  the  eyes  of  Merrill 
Lynch's  Miller.  "If  a  company  wants 


another  company,"  he  maintains, 
"they're  going  to  buy  it,  period.  The  pi 
only  stops  a  certain  kind  of  offer,  and  ii 
not  that  difficult  to  structure  around  it, 
at  least  not  so  difficult  that  it's  having 
material  effect  on  merger  activity." 

Smith  Barney's  Wagner,  by  con- 
trast, believes  that  the  pill  is  having  a 
reasonably  strong  impact.  He  notes 
that  it  is  designed  to  thwart  takeovers 
that  give  disparate  values  to  different 
classes  of  shareholders-so-called  twi 
tier  tender  offers,  in  which  a  raider 
makes  a  partial  cash  tender  offer  to  g; 
control  and  then  offers  the  remaining 
shareholders  a  much  lower  value  per 
share.  (Fear  of  receiving  less  value 
often  drives  shareholders  to  tender  th 
shares  for  cash,  even  if  the  offer  price 
is  not  commensurate  with  the  funda- 
mental value  of  the  target  company.) 
"It's  another  uncertainty  that's  been  ir 
jected  into  the  equation,"  Wagner  as- 
serts. "It  has  caused  people  contempt 
ing  a  bust-up-type  or  unfair-type 
tender  offer  to  think  twice  about  ap- 
proaching a  company." 

At  the  same  time,  though,  the  pill  is 
no  showstopper.  Crown  Zellerbach 
Corp.,  the  forest  products  company 
that  was  first  to  adopt  it,  was  ultimate 
acquired  by  Sir  James  Goldsmith. 
Still,  advocates  claim  that  had  it  not  be 
for  the  pill,  the  average  cost  at  which 
Goldsmith  bought  Crown  Zellerbach 
stock  would  have  been  well  below 
what  he's  buying  it  at  now.  Second ,  th 
pill  bought  time-several  months,  in 
fact-for  Crown  Zellerbach  to  look  for 
ternatives.  "The  pill  did  exactly  what 
was  supposed  to  do:  It  forced  the  raic 
to  negotiate  with  the  board  of  direc- 
tors," emphasizes  William  Strong,  vk 
president  of  Salomon  Brothers,  whicl 
worked  with  Crown  Zellerbach.  "And 
with  the  rights  triggered,  shareholder 
have  been  protected  from  a  squeeze 
out  merger  and  have  been  given  the 
opportunity  to  realize  the  long-term  v 
ue  of  their  investment." 


New  Rules  of  The  Game 

Several  investment  bankers  maintair 
that  poison  pills,  as  well  as  other  rec« 
developments,  are  changing  the  rule: 
of  the  M&A  game.  First,  they  force  su 
ors  to  make  all-cash  tender  offers  for 
companies-those  who  aren't  able  to  | 
forward  1 00%  cash  are  being  halted 
their  tracks.  "It  really  takes  out  some 
the  lesser  players  in  the  game,"  em- 
phasizes Robert  Willard,  senior  vice 
president  of  Prudential-Bache  Securi 
ties  Corp.  Second,  raiders  typically  ha 
the  financing  already  lined  up,  and 
come  in  with  bids  that  are  surprising!; 
high  in  relation  to  the  inherent  values 
the  companies.  "You're  seeing  a  gre 
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rception  often  takes  a  long  time  to 
i  up  with  reality,  especially  in  the  fi- 
ial  world. 

my  outsiders  still  assume  that  most  of 
ignificant  M&A  activity  is  still  being 
led  by  Wall  Street's  old-line  bankers— 
onventional  firms  that  have  dominated 
)ps  of  tombstones  for  years, 
it  assumptions  are  often  contradicted, 
h  is  exactly  what  DLJ  did  in  1985. 
)naldson,  Lufkin  &  Jenrette,  one  of  the 
it's  youngest  firms,  joined  the  ranks  of 
najor  players  in  Mergers  &  Acquisi- 
by  participating  in  transactions  worth 
:  than  $10  billion.  That's  16  times  its 
r  volume  five  years  ago. 
initiated  transactions,  the  criterion 
:h  many  use  to  separate  the  merely 
Detent  from  the  truly  innovative,  DLJ 
s  among  the  top  ten  firms. 
Vith  billions  of  dollars  at  stake,"  com- 
ts  a  Wall  Street  observer,  "the  M&A 
a  is  no  place  for  amateurs  or  old- 
ioned  bankers.  The  problem  with 


amateurs  is  that  they  don't  know  the  rules 
— and  the  problem  with  the  old-fashioned 
bankers  is  that  they  don't  know  when  to 
change  them." 

DLJ  knows  the  rules,  but  more  impor- 
tantly, it  knows  how  to  use  them  to  its  clients' 
advantage.  It  has  completed  what  many 
consider  to  be  among  the  most  complex  and 
sensitive  transactions  done  in  recent  years. 

A  few  examples: 

The  sale  of  L.M.  Berry  and  Company  to 
BellSouth  Corporation;  the  purchase  of 
MGIC's  residential  insurance  business  from 
Baldwin-United;  Viacom's  recent  acquisi- 
tion of  MTV;  the  sale  of  Charter  Security 
Life  to  Metropolitan  Life. 

DLJ  has  also  expanded  its  leveraged  buy- 
out activity.  The  firm  recently  raised  more 
than  $1  billion  for  the  leveraged  buyout  of 
Household  Merchandising,  a  subsidiary  of 
Household  International.  DLJ  dug  into  its 
own  pocket  to  finance  a  major  portion  of 
the  deal  and  assembled  a  group  of  investors 
to  finance  the  rest.  The  whole  process  took 


only  70  days  from  agreement  to  closing. 

The  firm's  appetite  for  larger  transactions 
is  backed  by  additional  financial  strength. 
Last  year,  DLJ  merged  with  The  Equitable, 
creating  a  financial  powerhouse  that  is  shift- 
ing the  balance  of  power  on  Wall  Street. 

But  DLJ  is  shifting  the  balance  of  power 
in  more  ways  than  one.  It  has  redefined 
investment  banking  with  a  style  that  can  be 
summed  up  in  three  words:  Brains,  Guts 
and  Money. 

So  if  you're  looking  for  a  merger  oppor- 
tunity, we  may  not  have  your  number,  but 
you  have  ours:  (212)  504-3550.  It's  a  direct 
line  to  Hamilton  E.  James,  head  of  DLJ's 
Merger  &  Acquisition  Group. 

DLJ 

Shifting  the  Balance  of  Power  on  Will  Street 


Ison.  Lufkin  &  Jenrette.  Inc  .  140  Broadway.  New  York.  New  York  10005.  (212)  504-3000  •  An  independently  operated  subsidiary  of  The  Equitable  Life  Assurance  Society  of  the  United  States 
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The  Internationalization  of  M&A 


Takeovers  and  restructurings  aren't  unique  to  the 
U.S.,  of  course.  In  fact,  merger  and  acquisition 
activity  beyond  the  borders  of  the  U.S.  is  booming. 
"U.K.  domestic  activity  has  been  unbelievable  in  the 
last  nine  months,"  proclaims  Warren  Kanders,  vice 
president  and  head  of  U.S.  operations  for  Orion  Royal 
Bank.  "In  the  same  way  that  poorly  managed 
companies  in  the  U.S.  have  been  under  the  scrutiny 
of  investors  and  of  people  who  want  to  take  them 
over  and  make  them  perform  better,  you've  got  that  in 
the  U.K.  as  well."  Similarly,  Canada  has  been 
gripped  by  takeover  fever,  and  the  excitement  is 
spilling  over  to  other  countries. 

Are  U.S.  companies  rushing  in  to  take  advantage  of 
the  opportunities  that  are  arising  overseas?  It's  hardly  a 
stampede.  Still,  Kanders  notices  that  more  and  more 
U.S.  companies,  especially  those  in  the  consumer-prod- 
ucts area,  are  recognizing  the  importance  of  a  global 
marketplace.  "There's  a  cultural  problem  on  both  sides, 
but  they're  coming  to  grips  with  that,"  he  relates. 
"They  need  strategic  positions  in  certain  countries,  and 
Europe  is  a  market  that  they  can't  overlook." 

Other  investment  bankers,  however,  sound  less 
convinced.  "I  sense  a  sort  of  provincialism  on  the  part  of 
some  U.S.  companies  to  get  involved  in  foreign  take- 
over battles,"  reveals  Joseph  Perella,  managing  direc- 
tor of  First  Boston  Corp.  "Unlike  the  British  and  others, 
who  seem  very  comfortable  dealing  over  here,  our  peo- 
ple don't  seem  as  comfortable  dealing  over  there." 
And  that,  believes  Perella,  will  be  slow  to  change. 

Robert  Lee,  who  heads  Dean  Witter  Reynolds's 
M&A  effort,  agrees.  While  he  suspects  that  the  best 
values  right  now,  in  terms  of  price/earnings  multiples 
and  cash  flow,  are  British  companies,  he  acknowledges 
that  they  are  difficult  acquisitions  for  U.S.  companies 
to  make.  "You've  got  to  get  through  the  City  code,  and 
the  monopolies  commission  in  the  U.K.,"  he  notes. 
Lee  and  others  observe,  too,  that  U.S.  companies  have 
been  in  a  divestment  mode  for  more  than  a  decade- 
these  days,  they're  more  apt  to  sell  off  an  international 
business  than  to  acquire  one,  in  these  experts'  view. 

But  busily  scooping  up  many  U.S.  company  cast- 
off  s-those  located  both  overseas  and  in  the  States-are 
foreign  buyers.  Indeed,  David  Dougherty,  senior  vice 
president  of  Bankers  Trust  Co. ,  estimates  that  about  half 
of  the  active  interest  in  purchasing  U.S.  companies  or 
divisions  currently  comes  from  abroad.  The  correction  of 
the  dollar  vis-a-vis  the  other  major  currencies,  making 
it  cheaper  for  foreigners  to  invest,  has  obviously  been 
a  catalyst.  Since  the  dollar's  weakening  in  1985,  for- 
eign investment  in  the  U.S.  by  foreigners  has  climbed 
from  about  5%,  says  First  Boston's  Perella,  to  the 
20%  range. 

Other  investment  bankers-citing,  in  addition  to  the 
falling  dollar,  relatively  healthy  business  conditions  in 
the  U.K.,  Germany,  Sweden  and  Canada,  and  a 
change  of  government  in  France-expect  an  increasing 
number  of  foreign  buyers  to  develop  a  strong  pres- 
ence in  the  States.  Take  Imasco  Ltd.,  a  Canadian  retail- 


er, which  has  submitted  a  $1 .7  billion  offer  for  Genstar 
Corp.;  and  Beecham  Group,  the  U.K.  health-services 
company,  which  recently  spent  $360  million  to  acquire 
businesses  from  Revlon.  Although,  traditionally,  Euro- 
pean companies  have  not  been  able  to  respond  quick- 
ly to  U.S.  bidding  situations  because  of  time  and  cultural 
differences,  that  is  changing.  "We're  seeing  compa- 
nies set  up  beachheads  here,"  says  Orion's  Kanders, 
"so  they  will  be  prepared  when  opportunities  develop 
in  the  marketplace." 

The  impact  is  already  strong  in  certain  industries. 
Christopher  Shaw,  president  of  Henry  Ansbacher,  an 
investment  bank  that  specializes  in  media  properties, 
estimates  that  well  over  50%  of  the  recent  and  current 
acquisitions  in  the  magazine  and  book  publishing  area 
have  been  made  by  foreign  buyers.  "In  common  with 
U.S.  specialist  publishers,  English,  German,  Dutch 
and  Scandinavian  publishers  are  having  a  very  suc- 
cessful period  and  generating  a  lot  of  cash,"  notes 
Shaw.  "They  normally  have  a  very  high  position  in  their 
own  countries  and  are  investing  money  over  here 
where  there's  no  control  over  them  doing  so." 

In  terms  of  foreign  acquisition  in  the  States,  U.K. 
buyers  have  been  most  active.  But  the  Canadians  and 
Australians  have  been  very  visible,  too.  Will  the  Japa- 
nese get  more  aggressive?  The  answer  to  that  is  yes, 
but  how  long  it  will  take  is  anyone's  guess.  Willard 
Overlook,  Jr.,  head  of  M&A  for  Goldman,  Sachs  &  Co., 
believes  we  may  already  have  seen  the  first  wave. 
"We've  seen  a  number  of  their  banks  make  financial 
investments  in  the  U.S.,"  he  explains.  Next,  Overlook 
expects  Japanese  manufacturing  companies  to  be  mak- 
ing investments.  "To  date,  they've  done  it  principally 
through  joint  ventures  or  actual  manufacturing  facili- 
ties," he  says.  "Over  time,  I  think  they  will  be  acquiring 
positions  in  other  companies  on  a  friendly  basis  or  ac- 
quiring whole  companies." 

William  Wagner,  senior  vice  president  of  Smith  Bar- 
ney, Harris  Upham  &  Co.,  detects  an  "attitude"  shift  on 
the  part  of  the  Japanese,  a  willingness  to  consider 
more  aggressive-type  acquisitions  in  the  U.S.  And  that's 
been  driven,  he  says,  by  the  lack  of  investment  oppor- 
tunities at  home  in  conjunction  with  the  buildup  of  foreign 
exchange  in  Japan  and  a  willingness  to  put  it  back  into 
U.S.  industry.  Yet  Wagner  doesn't  anticipate  billion- 
dollar  hostile  tender  offers  from  Japan  for  a  while.  "It's 
more  of  a  trend  for  the  1 980s,  as  opposed  to  something 
that's  going  to  happen  next  month,"  he  relates.  "What 
I'm  seeing  is  that  the  philosophy  and  the  willingness  to 
be  more  aggressive,  to  look  more  realistically  at  the 
U.S.  market  in  an  acquisition  sense,  is  coming  and  is 
there." 

Though  it  may  take  some  time  to  develop  fully,  the 
internationalization  of  M&A  seems  to  have  arrived. 
"We're  dealing  in  world  markets  in  the  securities  in- 
dustry," sums  up  Goldman  Sachs's  Overlook,  "and  it 
seems  to  me  that  we  are  going  to  be  dealing  more  and 
more  in  world  markets  in  the  merger  and  acquisition 
market." 


General  Motors  Corporation 

has  acquired  a  controlling  interest  in 

Group  Lotus  PLC 

from 

British  Car  Auction  Group  PLC 

and 

JCB  Investments  Ltd. 

and  cerlam  related  shareholders 


The  undersigned  initiated  this  transaction  and  acted  as 
financial  advisor  to  British  Car  Auction  Group  PLC  and 
JCB  Investments  Ltd 

□Bankers Trust  Company 


Nalco  Chemical  Company 


Penray  Company 

its  affiliates  and  related  assets 


The  undersigned  acted  as  financial  advisor  to 
Nalco  Chemical  Company  in  this  transaction 


□BankersTrust  Company 


An  affiliate  ol 


Riordan  Freeman  &  Spogli 

has  acquired 

The  Boys  Markets,  Inc. 


The  undersigned  acted  as  financial  advisor  to 
Riordan  Freeman  &  Spogli  in  this  transaction 


□BankersTrust  Company 


WareKeep  Limited 

has  acquired 

Radiation  Dynamics  Limited 

in  a  Management  Buyout  from  a  subsidiary  ol 

Monsanto  Company 


The  undersigned  acted  as  financial  advisor  lo 
WareKeep  Limited  in  this  transaction 


□BankersTrust  Company 


CEPEX,  Inc. 

a  newly  created  corporation  owned  by  Wesley  w  Masters 
and  certain  shareholders  of 

Wesray  Capital  Corporation 

has  acquired 

The  Phillips  Fertilizer  Companies 

from 

Phillips  Petroleum  Corporation 


The  undersigned  acted  as  financial  advisor  to 
Wesley  W  Masters  in  this  transaction 


□BankersTrust  Company 


Numac  Oil  &  Gas  Ltd. 


sold  its  wholly-owned  U  S  subsidiary 


Numac  Oil  &  Gas  Inc. 


The  undersigned  acted  as  financial  advisor  to 
Numac  Oil  &  Gas  Ltd  in  this  transaction 


□BankersTrust  Company 


BankersTrust  Company 

Merchant  hanking,  worldwide. 


April  9.  1986 


Donn  Incorporated 


has  been  acquired  by 


USG  Corporation 


The  undersigned  acted  as  financial  advisor 
to  Donn  Incorporated  in  this  transaction. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 
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MERGER/ACQUISITION  TRANSACTIONS 


Completed 
1985 


Completed 
1986 


Pending 
Approval 
1986 


*Bank  of  New  England  Corporation  (Boston,  Massachusetts) 

acquisition  of  Maine  National  Corporation,  Portland,  Maine 
*CBT  Corporation  (Hartford,  Connecticut) 

merged  with  Bank  of  New  England  Corporation,  Boston 
*City  National  Bancshares  (Baton  Rouge,  Louisiana) 

acquisition  by  First  Commerce  Corporation,  New  Orleans 
*First  Atlanta  Corporation  (Atlanta,  Georgia) 

merged  with  The  Wachovia  Corporation,  Winston-Salem,  N.C. 
*First  Interstate  Bank  of  Washington,  N.A.  (Seattle,  Washington) 

acquisition  of  Olympic  Bank,  Everett 
*Hancock  Holding  Company  (Gulfport,  Mississippi) 

acquisition  of  Pascagoula-Moss  Point  Bank,  Moss  Point 
*Howard  Bancorp  (Burlington,  Vermont) 

acquisition  of  Woodstock  National  Bank,  Woodstock,  Vermont 
*Lafayette  National  Corporation  (Lafayette,  Indiana) 

acquisition  by  Indiana  National  Corporation,  Indianapolis 
•Northern  Connecticut  National  Bank  (Windsor  Locks,  Connecticut) 

acquisition  by  CBT  Corporation,  Hartford 
•Northwestern  Financial  Corporation  (North  Wilkesboro,  North  Caroli 

merged  with  First  Union  Corporation,  Charlotte 
*Seymour  Trust  Company  (Seymour,  Connecticut) 

acquisition  by  Hartford  National  Corporation,  Hartford 
*Sheraden  Bank  (Pittsburgh,  Pennsylvania) 

acquisition  by  Pennbancorp,  Titusville,  Pennsylvania 
*Sun  Banks,  Inc.  (Orlando,  Florida) 

merged  with  Trust  Company  of  Georgia,  Atlanta 
*Union  Bank  and  Trust  Company  (Delphi,  Indiana) 

acquisition  by  Indiana  National  Corporation,  Indianapolis 
*United  Michigan  Corporation  (Flint,  Michigan) 

acquisition  by  NBD  Bancorp,  Inc.,  Detroit 


Approximate  Market  Value  t 

105,000,000 
275,000,000 
58,500,000 
841,740,000 
37,250,000 
23,265,000 
5,245,760 
29,800,000 
6,800,000 
313,000,000 
1 1 ,000,000 
7,652,000 
669,619,000 
1 3,200,000 
77,755,000 


na) 


*First  Connecticut  Bancorp,  Inc.  (Hartford,  Connecticut) 

acquisition  by  Fleet  Financial  Group,  Inc.,  Providence,  Rhode  Island 
*Merrill  Bankshares  Company  (Bangor,  Maine) 

acquisition  by  Fleet  Financial  Group,  Inc.,  Providence,  Rhode  Island 
•Pennsylvania  National  Financial  Corp.  (Harrisburg,  Pennsylvania) 

acquisition  of  Hamburg  Savings  and  Trust  Company,  Hamburg,  PA 
*United  Jersey  Banks  (Princeton,  New  Jersey) 

acquisition  of  Franklin  Bancorp,  Somerset,  New  Jersey 


193,000,000 
132,000,000 
1 1 ,856,000 
101,000,000 


•Fidelity  National  Financial  Corporation  (Baton  Rouge,  Louisiana) 

merging  with  Hibernia  Corporation,  New  Orleans 
*First  Indiana  Bancorp.  (Elkhart,  Indiana) 

acquisition  by  AmeriTrust  Corporation,  Cleveland,  Ohio 
*Great  Western  Bank  (Phoenix,  Arizona) 

acquisition  by  Citicorp,  New  York,  N.Y. 
*NBD  Bancorp,  Inc.  (Detroit,  Michigan) 

acquisition  of  Midwest  Commerce  Corporation,  Elkhart,  Indiana 
*NBD  Bancorp,  Inc.  (Detroit,  Michigan) 

acquisition  of  Union  Bancorp  Inc.,  Grand  Rapids,  Michigan 
*Pacwest  Bancorp  (Portland,  Oregon) 

acquisition  by  KeyCorp.,  Albany,  New  York 


59,400,000 
90,000,000 
N.A. 
57,000,000 
104,000,000 
76,000,000 


Over  $5.8  Billion  of  Banking  Merger/Acquisition  Expertise 

'KBW  Client  fAt  time  of  announcement  tSince1982 

For  further  information  contact 
Harry  V.  Keefe,  Jr.  Michael  C.  Connor 

CHAIRMAN  SR.  VICE  PRESIDENT,  CORPORATE  FINANCE 

(212)  349-4321  •  (800)  221-3246 

KEEFE,  BRUYETTE  &  WOODS,  INC. 

NEW  YORK  HARTFORD 


SAN  FRANCISCO 


LONDON 
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Continued  from  page  3 

er  percentage  of  initial  bidders  winning 
than,  say,  two  or  three  years  ago,"  com- 
ments Smith  Barney's  Wagner.  "The 
pricing  has  become  preemptive." 

What  is  happening,  in  the  opinion  of 
Kamal  Mustafa,  vice  president  of  Citi- 
corp Investment  Bank,  is  giving  a  new 
meaning  to  the  term  "friendly"  takeover. 
In  the  old  days,  he  recounts,  compa- 
nies that  received  hostile  takeover  offers 
frequently  ended  up  being  bought 
anyway-but  not  by  the  original  suitor.  "It 
was  a  wide-open  game,"  he  recalls. 
"There  were  12  people  bidding  for  each 
deal."  Today,  however,  "when  some- 
body comes  at  the  company,  they  come 
in  prepared,  they  come  in  paying  the 
right  price,"  observes  Mustafa.  And  the 
target  may  not  be  eager  but,  suspect- 
ing that  it  will  eventually  have  to  work 
with  the  suitor,  is  afraid  to  put  up  much 
of  a  fuss. 

Mustafa  cites  White  Consolidated 
Industries'  recent  agreement  to  be  pur- 
chased by  Electrolux.  "I'm  reading  be- 
tween the  lines,"  he  admits,  "but  I  don't 
think  that  White  was  at  all  happy  about 
Electrolux.  If  it  were  a  year  ago,  they 
would  have  called  for  white  knights, 
and  there  would  have  been  three  Wall 
Street  firms  in  there  screaming  and 
yelling."  Yet  Electrolux  came  in  with  a 
solid,  well-prepared  offer,  notes  Mus- 
tafa, and  "White  was  unfriendly  privately 
for  a  short  while,  and  then  turned 
around  and  said  this  is  a  friendly  attempt. 
But,  frankly,  it  was  unfriendly,"  claims 
Mustafa.  "It  was  unsolicited.  You  can 
give  any  euphemism  you  want,  but  un- 
solicited means  you  walk  into  a  company 
and  say  I  want  to  buy  you  without  ever 
discussing  it  first  or  giving  the  company 
a  chance  to  tell  you  not  to  come  in." 

By  contrast,  in  the  truly  friendly  take- 
over arena,  lofty  stock  prices  are  having 
an  opposite  effect:  They  are  prompt- 
ing companies  to  consider  stock  as  the 
medium  of  payment  in  an  acquisition 
as  opposed  to  pure  cash.  "Companies 
don't  mind  running  the  printing  press 
when  their  stock  prices  are  this  high," 
comments  Joseph  Perella,  managing 
director  of  First  Boston  Corp.  This 
March,  for  instance,  Maytag  Co. 
agreed  to  buy  Magic  Chef  in  a  stock 
transaction  valued  at  about  $750  mil- 
lion. The  deal  is  significant  not  only  be- 
cause it  is  a  major  stock  transaction 
and  a  pooling  of  interests,  asserts  Over- 
lock  of  Goldman  Sachs,  which  ad- 
vised Maytag,  but  also  because  it  leaves 
Maytag  and  Whirlpool  as  the  only  ma- 
jor independent  appliance  companies  in 
the  United  States. 

"You  may  see  more  friendly  medi- 
um- and  large-size  transactions  done 
with  stock  rather  than  cash,"  predicts 
managing  director  W.  Peter  Slusser  of 
Paine  Webber,  "because  many  com- 
panies now  have  attractively  high 


"...there's  less  of  an 
incentive  or  an  opportunity 
for  some  of  the  junk-bond 
financed  bust-up  guys  to 
take  a  run  at  companies." 

price/earnings  ratios,  so  that  if  your 
stock  is  selling  at  1 5  to  20  times  earn- 
ings, you  can  afford  to  buy  somebody 
on  a  basis  that  should  be  quite  favorable 
to  you.  This  is  the  way  Litton  Industries 
and  Teledyne,  for  example,  built  them- 
selves into  huge  corporations  in  the 
1960s."  But  Slusser  believes  that  the 
vast  majority  of  such  deals  will  be 
friendly.  "Using  securities  in  unfriendly 
transactions  is  tough,"  he  points  out. 
"It  takes  60  or  1 20  days  just  to  go 
through  registration."  The  delay  can 
give  the  target  ample  time  to  defend  it- 
self. And  if  there  is  a  cash  offer  com- 
peting with  a  securities  offer,  remarks 
Slusser,  chances  are  the  cash  offer 
will  prevail. 

Nevertheless,  J.  Tomlinson  Hill,  co- 
director  of  Shearson  Lehman  Brothers's 
M&A  department,  thinks  that  the  use 
of  the  common  stock  exchange  offer  in  a 
raid  will  be  perfected  in  1 986.  "What 
you've  got,"  he  relates,  "is  the  Securities 
and  Exchange  Commission  actively 
encouraging  the  quicker  review  of  pa- 
perwork for  exchange  offers,  and  cor- 
porations using  the  exchange-offer 


technique  to  go  back  and  buy  their 
own  stock.  It's  gotten  to  the  point  whe 
an  exchange  offer  can  be  almost  on 
the  same  timetable  as  a  cash  tender 
offer."  Hill  reveals  that  Shearson  is  in 
the  market  right  now  with  client  Great 
Western,  which  is  buying  Citadel 
Holding  Corp.  in  a  $200  million  deal. 
"We're  essentially  going  aggressive 
with  a  common  stock  exchange  offer, 
he  sums  up. 


Restructurings  Continue 
Strong 

First  Boston's  Perella  sees  another 
positive  side  to  high  stock  prices:  Be- 
cause fewer  undervalued  situations 
are  available,  it  is  a  good  time  to  be 
selling.  Therefore,  he  reasons,  re- 
structuring and  divestiture  activity 
should  increase  because  companies 
will  benefit  considerably  from  these 
moves. 

Indeed,  U.S.  corporations'  urge  to 
restructure-through  divestitures,  reca 
italizations,  and  other  actions-contin- 
ues. And  behind  the  current  yen  to  shi 
assets  or  businesses  is  not  only  high 
stock  prices,  but  also  worldwide  comp 
tition.  Faced  with  increasing  competi- 
tion both  at  home  and  abroad,  compa 
nies  are  coming  to  the  conclusion  tha 
simpler  is  better,  in  the  view  of  David 
Dougherty,  senior  vice  president  of 
Bankers  Trust  Co.  "There's  a  growing 
sense,"  he  says,  "that  if  you're  not 
going  to  be  a  market  leader  and  have  r 
hope  of  becoming  one  without  em- 
ploying an  extraordinary  amount  of  ca| 
tal  as  well  as  management  attention, 
it's  probably  better  not  to  be  involved 
that  business  line."  So,  companies  ar 
concentrating  on  businesses  that  hav 
high  returns  and  growth  rates  and  sel 
ing  off  pieces  that  don't  seem  essentii 

If  global  competition  weren't  enoug 
to  motivate  corporations  to  restruc- 
ture, there's  the  desire  to  fine-tune  aft 
a  strong  wave  of  acquisitions.  And 
there  are  takeover  threats  to  worry 
about.  Indeed,  the  recent  actions  of 
acquirors  have  forced  some  companii 
to  take  drastic  action  to  get  their  stocl< 
price  up.  "If  you  look  at  what  Union  Cc 
bide  is  doing,  it's  a  very  traumatic 
thing,"  says  Michael  Zimmerman,  ma 
aging  director  of  Salomon  Brothers, 
referring  to  Carbide's  decision  to  sell  i 
prized  consumer  products  operation. 
But  "they're  doing  exactly  what  the  rai 
er  was  going  to  do,"  declares  Zimmer 
man,  "and  they're  saying  let's  do  it  ou 
selves,  for  the  benefit  of  all  the  share- 
holders, rather  than  let  GAF  do  it  for  it 
own  benefit." 

And,  of  course,  restructurings  are  ir 
vogue-they're  so  commonplace,  com 
ments  Robert  Lee,  who  is  in  charge  ol 
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You  can  call  us 
from  the  beach. 


$4,100,000,000 

credit  facilities  to 

BCI  Holdings  Corporation 

a  company  formed  by 

Kohlberg  Kravis  Roberts  &  Co. 

for  the  purchase  of 

Beatrice  Companies,  Inc. 


Citibank,  N.A. 


co-manager 


New  York,  New  York 


April  1986 


$63,000,000 

credit  facility  to 

The  Boy's  Market,  Inc. 

which  was  acquired  by 

Riordan  Freeman  &  Spogli 

and  certain  members  of  management 


provided  by 


a  bank  group  including 


Citicorp  Industrial  Credit,  agent 


Los  Angeles,  California 


April  1986 


$90,500,000 

credit  facility  to 

Blue  Tee  Corp. 

for  the  acquisition  of 
Gold  Fields  American  Industries 

an  affiliate  of 

Consolidated  Gold  Fields  PLC 


provided  by 


Citibank,  N.A. 


New  York,  New  York 


February  1986 


$26,000,000 

revolving  acquisition  credit  facility  to 

S.V.  Acquisition  Corp. 

a  company  established  by 

Summit  Ventures,  LP. 

SVEurofund.C.V. 

and  management  of 

Employee  Benefit  Plans,  Inc. 

for  the  purchase  of 

Employee  Benefit  Plans,  Inc. 

and  Its  Affiliated  Companies 

provided  by 

Citicorp  Industrial  Credit 

Harrison,  New  York 

Man  h  P)8t~, 

$120,000,000 

credit  facility  to 

MagneTek,  Inc. 

for  the  acquisition  of 

Universal  Manufacturing 
Corporation 


financing  provided  by 


a  bank  group  including 


Citicorp  Industrial  Credit 


Los  Angeles.  California 


February  1986 


$16,000,000 

revolving  credit  facility 
to  finance  the  acquisition  of 

Chas.  A.  Stevens  &  Co. 

Chicago.  Illinois 
by 

CAS  Holdings,  Inc. 

companies  owned  by 
McKinley  Capital  Group  &  Management 


provided  by 


Citicorp  Industrial  Credit 


Chicago,  Illinois 


February  1986 


ATLANTA,  GA 
1404)391-8581 


CHICAGO.  IL 
(312)  993-3232 


CINCINNATI.  OH 
(513)421-2030 


CLEVELAND.  OH 
(216)443-6770 


$93,000,000 

revolving  credit  and  term  loan  facilities  to 

Samuel  G.  Keywell  Company 
Key  Plastics,  Inc. 

and 

Key  Fasteners,  Inc. 

all  newly  formed  corporations 
from 

Key  International 
Manufacturing,  Inc. 


provided  by 


Citicorp  Industrial  Credit 


Cleveland,  Ohio 


February  1986 


CITICORPG 


LEADERS  IN  LEVERAGED  FINANCING 


DALLAS.  TX 
(214)  760-1829 


ENGLEWOOD  CLIFFS.  NJ 
(201)871-0950 


HARRISON.  NY 
(914)  899-758? 


LOS  ANGELES.  CA 
(213)  239- 1765 


NEW  YORK.  NY 
(212)  702  4835 


Citicorp  1986 


HOW  THE  BANK  OF  NEW  YORK 
CONNECTS  THE  PEOPLE  WHO  NEED  II 
WITH  THE  PEOPLE  WHO 
HAVE  IT  IN  THE  CAPITAL  MARKETS. 


As  any  successful  matchmaker  will 
tell  you,  there's  nothing  like  bringing 
together  people  with  compatible 
interests. 

Like  a  business  looking  for  a 
swap  counterparty  in  order  to 
better  manage  interest  rate  risk. 

There  are  businesses  with  min- 
imal tax  liability  in  need 
of  capital  equipment 
looking  to  be 


private  placements.  As  well  as  business^ 
looking  for  investment  opportunities 
the  private  markets. 

\buTl  find  the  Capital  Market 
Division  of  The  Bank  of  New 
York  an  ideal  intermediary  in 
all  these  situations.  Because  our 
on-going  activity  in  the  capital 

markets  of  the  world  keep 

us  constantly  apprised 
^of  who's  looking, 


m 

matched 
with  businesses 
in  need  of  tax  credits  pro- 
vided by  leverage  leases. 

Or  there  are  businesses 
looking  for  an  acquisition, 
or  to  divest  themselves  of 
operations. 

Then  there  are  businesses  interested 
in  raising  debt  and  equity  capital  through 


able  and 
w  ho's  eligible. 

"Ib  discuss  any  aspect  o 
our  capital  markets  capa- 
bilities, call  Thomas  A. 
Renyi,  Senior  Vice  Presi- 
dent', at  (212)  530-1628. 
Or  you  can  write  him  at  The  Bank  oi 
New  York,  48  Wall  Street,  THE 
New  York,  NY  10015.  BANKOF 

NEW 
YORK 


Beatrice  Companies,  Inc. 


has  been  acquired  by 


BCI  Holdings  Corporation 


a  privately  held  company  organized  by 


Kohlberg  Kravis  Roberts  &  Co 


The  undersigned  assisted  in  the  negotiations  and  acted  as  financial  advisor 
to  Kohlberg  Kravis  Roberts  &  Co.  in  this  transaction. 


Kidder,  Peabody  &  Co. 

Incorporated 
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Industries  to  Watch 


Any  truth  to  the  rumor  that  most  of  the  companies 
likely  to  be  taken  over  have  already  been  acquired?  A 
resounding  no,  from  merger  and  acquisition  experts. 
Here,  seven  prominent  M&A  chiefs  hazard  their  best 
guess  as  to  which  industries  will  be  hotbeds  of  activity 
this  year: 

Michael  Connor,  Keefe,  Bruyette  &  Woods:  "I  ex- 
pect to  see  a  very  large  number  of  bank  mergers  this 
year — more  than  last  year.  There  are  several  reasons. 
Number  one,  several  Midwestern  states  have,  or  are  in 
the  process  of,  enacting  legislation.  So  that  area  of  the 
country  has  opened  up.  Moreover,  several  states  in  the 
South  took  their  legislative  initiative  last  year,  but  there 
was  little  activity.  A  number  of  other  states,  including 
Mississippi  and  New  Jersey,  have  also  enacted  legis- 
lation. I  think  that  the  activity  will  be  broadbased.  East  of 
the  Mississippi,  obviously,  there  will  be  mergers  of 
healthy  companies.  West  of  the  Mississippi,  the  majority 
of  the  mergers  will  be  of  companies  that  are  looking  for 
some  help.  Primarily,  I  think  that  the  Southeastern  and 
Midwestern  states  will  be  very  active  on  an  interstate 
basis,  as  will  such  states  as  New  Jersey  and  Pennsylva- 
nia. And  you  may  well  be  seeing  intrastate  as  well  as 
interstate  activity." 

Stephen  Waters,  Shearson  Lehman  Brothers: 
"You'll  see  some  big  transactions  in  a  variety  of  indus- 
tries, such  as  consumer  products  and  technology.  The 
technology  business  has  been  slow  to  think  about  M&A 
on  a  large  scale,  but  some  of  its  material  business 
problems  might  be  best  solved  by  a  merger  or  an  acqui- 
sition. I  think  you'll  see  transactions  in  energy-related 
businesses,  where  people  may  be  wanting  to  consoli- 
date to  have  some  operating  synergies.  There  may  be 
a  few  interesting  consolidations  among  energy-service 
companies.  Of  course,  the  financial  community  has 
been  undergoing  regulatory  change-that  tends  to  be  a 
precondition  for  M&A  activity.  Sure,  companies  are 
being  bought  up,  but  a  nice  thing  about  the  U.S.  system 
is  that  there  always  seems  to  be  a  new  supply  of 
companies  coming  along." 

Robert  Willard,  Prudential-Bache  Securities: 
"Communications  continues  to  be  hot.  I  think  we'll  see 
a  lot  of  radio,  television  and  magazine  deals  this 
year.  Another  area  that  seems  to  be  heating  up  is  the 
beverage-franchise  area.  I  see  a  lot  of  retail,  and  a 
good  bit  of  activity  among  food  companies.  Why?  As 
the  year  goes  on,  buyers  will  become  concerned 
about  the  possibility  of  a  recession  in  1987.  They  will 
turn  to  industries  that  do  well  in  times  of  recession- 
food  companies,  beverages  and  others  that  have 
franchises.  Also,  in  times  of  high  multiples,  retail  and 
food  stocks  sometimes  lag  the  market.  Beyond  that, 
we  are  going  to  see  energy  transactions.  People  are 
saying  ii  is  one  of  the  few  areas  that  hasn't  become 
overpriced,  so  the  more  courageous  might  stick  their 
necks  out.  Clearly,  we  will  see  a  pickup  in  high-tech 
deals  this  year  There  has  been  a  consolidation  in 
many  of  the  niches,  and  even  the  most  successful 
companies  are  trying  to  team  up  with  larger  companies 
to  fund  their  growth  and  R&D." 

Kama!  Mustafa,  Citicorp  Investment  Bank:  "The 
pharmaceuticals  are  overdue.  It's  a  combination  of  gut 
feeling  and  everything  else,  but  I  think  that  this  is  an 
industry  that's  due  for  some  belt  tightening  and  rational- 
ization. Tobacco  companies  could  be  first  into  this 


area.  They  still  have  this  cash-cow  aspect,  and  they're 
not  going  to  expand  or  advertise  too  much,  because 
there  is  a  slight  trend  toward  stabilization  in  that  industry. 
They've  got  to  find  more  businesses  to  go  into,  and  are 
going  to  go  toward  a  consumer  product-that's  their 
strength.  We  also  see  a  lot  of  rationalization  in  the 
Rust  Belt.  While  people  were  stuck  on  the  glamor  deals 
and  so  forth,  the  Rust  Belt  has  been  building  itself  back 
to  strength.  The  companies  have  rationalized  their  busi- 
nesses, have  a  lot  of  cash  on  their  balance  sheets,  are 
run  very  conservatively,  and  are  now  standing  there  with 
the  ability  to  do  something.  New  life  in  the  automotive 
industry,  no  matter  how  much  it  dips  now,  is  a  brand  new 
world.  That  itself  is  going  to  give  them  a  fresh  rush,  so 
there's  going  to  be  a  lot  of  activity  there." 

W.  Peter  Slusser,  Paine  Webber:  "I  think  tobacco 
and  liquor  companies  will  continue  to  diversify  out  of 
those  businesses.  There  are  real  social  trends  in 
back  of  it:  I  think  the  use  of  strong  alcohol  and  of 
tobacco  is  going  to  decline  over  the  next  1 0  to  20 
years.  On  the  other  hand,  those  businesses  are 
extremely  profitable  and  generate  a  lot  of  cash,  and 
their  owners  and  managers  want  to  redeploy  that  cash 
into  areas  that  will  grow.  The  prime  example  is  Philip 
Morris's  acquisition  of  General  Foods.  Here  Philip 
Morris  was  extremely  profitable,  in  spite  of  all  the 
social  and  medical  problems  concerning  smoking,  and 
knew  it  would  have  to  redeploy  those  assets.  It 
realized  that  you  can't  replace  the  marketing  position  of 
General  Foods  for  anywhere  near  the  price  at  which 
you  could  buy  it.  I  think  you  may  see  other  acquisitions 
among  large  distribution  companies." 

Robert  Lee,  Dean  Witter  Reynolds:  "A  large  num- 
ber of  technology  companies  are  looking  at  ways  not 
only  to  raise  money,  but  also  to  better  get  their  product 
to  market.  Combinations  have  resulted  and  will  contin- 
ue: We  have  a  handful  of  transactions  in-house  where 
companies  are  deciding  to  combine  with  somebody  else 
for  business  purposes  as  opposed  to  financial  pur- 
poses. There  will  be  other  areas  of  consolidation  or 
redefinition.  The  health  area  is  one,  particularly  the 
HMO  market.  Health  insurance  is  another.  You  won't 
see  as  many  branded  consumer  products  companies 
done.  But  I  think  you  will  see  more  deals  in  leisure  and 
entertainment,  as  people  bet  on  the  fact  that  this  area 
is  becoming  more  important  as  our  economy  moves 
away  from  manufacturing  to  service  and  leisure  activi- 
ties. And  I  would  not  be  surprised  to  see  people  putting 
pencil  to  paper  regarding  the  oil  industry.  A  rash  of 
deals  might  occur  during  the  next  two  years,  as  acquir- 
ors go  bottom  fishing  in  the  oil  patch." 

Hamilton  James,  Donaldson,  Lufkin  &  Jenrette 
Securities  Corp.:  "I  still  think  there  are  good  values 
among  consumer  products.  I  anticipate  a  lot  of  activity 
there,  both  because  of  the  values  and  because  a  lot  of 
consumer  products  companies  have  already  been 
sold-there  will  be  divestitures.  I  would  guess  that  there 
will  be  less  activity  in  communications,  because  the 
pricing  is  so  high,  particularly  broadcasting.  And  I  would 
think  that  you'll  see  some  problem-driven  energy  M&A 
activity,  people  needing  deeper  pockets.  The  sector  of 
the  market  that  looks  the  cheapest  to  me  right  now  in 
some  ways  is  technology.  I  wouldn't  be  surprised  at 
all  to  see  a  pickup  in  technology  M&A.  It's  been 
relatively  quiet." 


What  do  GM,IBM,UTX, 
Chevron,  Mobil,  Bethlehem  Steel, 
Bank  of  America,  Chrysler,  Avon, 
Beatrice, Tribune  Company... 
and  oyer  150  other  companies 
have  in  common? 


Salomon  Brothers  M&A. 


Experience.  Judgment.  Teamwork. 


These  are  only  some  of  the  reasons  why,  in  the  past  year,  220  corporate  finance  professionals  at 
Salomon  Brothers,  working  with  50  M&A  specialists,  provided  merger,  acquisition  and  divestiture 
advice  to  more  than  160 clients  and  structured  over  100  transactions  with  a  value  in  excess  of  $35  billion. 

At  Salomon  Brothers,  we  are  committed  to  the  long  range  interests  of  our  clients  and  would 
welcome  the  opportunity  to  put  our  resources  to  work  for  you.  Please  call  Ronald  M.  Freeman, 
Managing  Director,  or  Michael  J.  Zimmerman,  Managing  Director,  at  (212)  747-7000. 


Salomon  Brothers  Inc 


Market  Makers  and  Investment  Bankers 
One  New  York  Plaza,  New  York,  New  York  10004 

Adam*  BosKin.  Chirjxn.  Dallas.  Umdnn  (.illili.in-).  I  in  Angeles.  San  Fmmran.  I  ok yo  (affiliate),  Zurich 
MfmU-i  of  Major  Securities  and  Commodities  )  \<  hanges. 
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M&A  for  Dean  Witter  Reynolds,  that  "a 
whole  group  of  corporations  that  never 
would  have  considered  restructuring  are 
now  doing  so."  Further,  corporate 
strategic  planning,  including  acquisi- 
tions and  divestitures,  is  now  a  major 
business.  "Corporations  have  depart- 
ments that  do  it,"  observes  Stephen 
Waters,  co-director  of  M&A  for  Shear- 
son  Lehman  Brothers.  "It's  a  business 
of  investment  banks,  of  a  whole  bunch  of 
law  firms,  and  of  consulting  firms.  Be- 
cause these  issues  tend  to  result  in  lots 
of  fees  and  lots  of  changes,"  con- 
cludes Waters,  "it's  worth  people  spend- 
ing the  time  to  think  about  them." 

In  addition,  Waters  senses  a  greater 
receptivity  on  the  part  of  many  corpora- 
tions to  manage  themselves  with  more 
debt.  And  the  rating  agencies,  adds  col- 
league Hill,  have  come  a  long  way  in 
the  last  two  years  in  accepting  different 
parameters  for  debt.  The  hard-and- 
fast  rules  no  longer  apply-with  the  rating 
agencies'  approval,  says  Hill,  compa- 
nies such  as  Philip  Morris  and  R.J. 
Reynolds  have  been  leveraging  up 
more  than  historically. 

Finally,  Hill  points  out  that  compa- 
nies are  being  pressured  by  sophisticat- 
ed investors  to  improve  their  perfor- 
mances and  to  better  utilize  their  assets; 
there  are  a  number  of  mutual  funds 
and  investment  companies  that  take  po- 
sitions in  companies,  he  says,  and 
then  urge  them  to  restructure.  And  re- 
structuring, adds  Prudential-Bache's 


"Out  of  the  restructuring  of  a 
good-size  company... can 

come  public  offerings,  

private  placements,  advisory 
sale  of  asset  sale  divisions; 
disposition  of  real  estate; 
sale  and  leaseback  of  real 
estate." 


Willard,  has  become  a  driving  force  not 
only  for  a  lot  of  M&A  transactions,  but 
also  for  much  of  the  corporate  finance 
business  that's  being  done  today. 
"Out  of  the  restructuring  of  a  good-size 
company,"  he  notes,  "can  come  pub- 
lic offerings,  private  placements,  adviso- 
ry sale  of  asset  sale  divisions;  disposi- 
tion of  real  estate;  sale  and  leaseback  of 
real  estate.  It's  almost  like  throwing  a 
stone  in  the  pond,"  he  says. 

Restructurings,  of  course,  are  a  pri- 
mary source  of  leveraged  buyouts,  in 
which  managements  take  control  of  a 
companyfinanced  largely  with  borrowed 
money.  But  many  investment  bankers 
believe  that  the  level  of  leveraged- 
buyout  activity,  while  remaining  high, 
will  slip  this  year.  (The  numbers  may  be 
misleading,  they  say,  because  the 
huge  buyout  of  Beatrice  Companies, 
which  is  largely  regarded  as  a  1985 
deal  but  won't  be  completed  until  this 


year,  will  likely  be  included  in  1986 
figures.) 

Inspiring  transactions,  on  one  han> 
are  the  eagerness  of  many  companie: 
divest  operations  that  don't  fit,  the  tre 
mendous  amount  of  money  that  has 
been  earmarked  for  LBOs,  the  lower 
cost  of  financing,  and  the  widespreac 
conviction  that  these  buyouts  make 
sense.  "There  are  ongoing  reasons  vs 
public  companies  in  some  cases 
should  be  private,"  Drexel's  Kay  sub 
mits,  "and  there  are  ongoing  reasons 
why  managements  in  many  cases 
should  own  divisions  privately  as  op- 
posed to  having  them  owned  by  the  c 
poration.  There  are  many  cases  in 
which  it's  appropriate  for  a  corporatior 
the  process  of  restructuring  to  move 
the  businesses  that  are  divestiture  ta 
gets  into  the  hands  of  management, 
because  they  know  the  company  bes 

These  factors,  and  others,  will  con 
tinue  to  drive  deals.  But  offsetting  the 
are  the  increase  in  stock  prices,  whic 
makes  public-company  leveraged 
buyouts  more  difficult  to  do,  and  a 
tightening  in  bank  credit  decisions.  In; 
tutions  are  becoming  increasingly 
wary  of  the  high  leverage  in  LBOs.  Y< 
the  deals  are  not  about  to  stop.  Quite 
the  contrary,  LBOs  are  accounting  fo 
larger  and  larger  share  of  the  overall 
M&A  market.  In  the  words  of  Drexel's 
Kay,  "There  is  still  a  very  strong  base 
of  transactions  that  will  transpire  stric 
on  the  basis  of  business  need  and  irr 


FIRST  QUARTER   1985    1986 


Number 
of  Deals 

Value 
(in  billions) 

Number 
of  Deals 

Value 
(in  billions) 

Merger  Transactions 

209 

$  26.09 

185 

$  25.49 

Deals  $1  billion  or  over 

7 

13.52 

3 

5.24 

Divestitures 

124 

8.95 

126 

15.63 

Leveraged  Buyouts 

14 

2.72 

14 

3.79 

Friendiy  Deals 

207 

23.60 

175 

22.58 

Unfriendly  Deals 

2 

2.49 

10 

2.91 

Equity  Deals 

74 

6.19 

50 

7.95 

Foreign  Buyers  in  U.S. 

18 

2.40 

34 

7.0 

U.S.  Buyers  Overseas 

8 

184.00 

14 

396.0 

Source:  Securities  Data  Cc. 


Quality  in  Mergers  &  Acquisitions 


Colt  Industries  Inc 

has  acquired 

Walbar,  Inc. 


PaineWebber 


Acme-Cleveland  Corporation 

LaSalle  Machine  Tool,  Inc. 
Cross  &  TreckerCorporation 

The  undersigned  assured  in  thr  ncguf i J' '•  >ns 
and  acted  as  financial  advisor  ru 
Acme-Cleveland  Cor  port  (ion. 

PaineWebber 


Fidata  Corporation 

hu  sold  all  ol  rhe  nock  of  m  trust 
accounting  subsidiary 

Fidata  Services  Incorporated 
Mellon  Bank  Corporation 


advisor  to  Fidata  Corporate 

PaineWebber 


Geo  rg  i  a-  Paci  f  i  c  Corporation 

hu  told  its  wholly-owned  subsidiary 

Exchange  Oil  &  Gas  Corporation 
Transco  Energy  Company 


PaineWebber 


American  Technologies,  Inc. 


Johnson  Controls,  Inc. 


The  undersigned  arranged  mem  nine  and  equity 
financing  and  acted  as  principal  (or 
this  leveraged  acquisition. 


PaineWebber 


Fidata  Corporation 


Fidata  Systems  Incorporated 


Mellon  Bank  Corporation 


PaineWebber 


Great  American  First  Savings  Bank 

Home  Federal  Savings 
and  Loan  Association 

Tucson,  Arizona 

We  assisted  in  initiating  this  transaction,  assisted 
in  negotiations,  and  acted  as  financial  jJvisor 
toGreat  American  First  Savings  Bank 

PaineWebber 


Barber-Colman  Company 
Indev  Control  Systems,  Inc. 


PaineWebber 


Fidata  Corporation 

hai  sold  its  subsidiary 

Fidata  Trust  Company  California 


The  Bank  of  New  York  Company,  Inc. 


PaineWebber 


Northern  Data  Systems,  Inc. 

has  been  acquired  by 

Continental  Telecom,  Inc. 


PaineWebber 


Bergen  BrunswigCorporation 

has  acquired  the  Husiness  and  Net  Assets 
of  the  Pharmaceutical  Distribution 
Operations  of  the 

Davis  Brothers  Drug  Company 


the  Davis  Brothers  Drug  Company 


PaineWebber 


Fidata  Securities  Management 
Incorporated 


Wall  Street  Data  Services,  Inc., 
The  Bank  of  New  York 

We  initiated  rhis  irjnjactinnand  acted  as  th< 
linancial  jJustx  to  Fidata  Corporation 

PaineWebber 


H.J.  Wilson  Co.,  Inc. 

has  been  acquired  by 

Service  Merchandise  Company,  Ira 


assisted  in  initiating  thi 
and  acted  as  financial  advi 
10H.J  W.lsonCa.Inc 


Paint  Webber 


Bitco  Corporation 

has  been  acquired  by 


Old  Republic  International 
Corporation 


The  undersigned  initiated  this  trans  acne 
assisted  in  the  negotiations  and  aned  a! 
financial  advisor  to  Bitco  Corporation 


PaineWebber 


Fidata  Trust  Company 
Massachusetts 


Mellon  Bank  Corporation 


PaineWebber 


Fidata  Trust  Company  New  York 


Wall  Street  Trust, 
A  Bank  of  New  York  Division 

We  initiated  this  transaction  and  acred  as 
the  financial  auvisor  to  Fidata  Corporation 


PaineWebber 


First  Savings  Association  of  Orange 


Mortgage  InvestmentCompany 
of  El  Paso,  Texas 


PaineWebber 


Friona  Industries,  Incorporated 

has  been  acquired 
by 

CHS  Holdings,  Inc. 
Valley  View  Capital  Corporation 

We  .nmated  this  transaction  and  acted  as 


PaineWebber 


Gibson-Eagan  Company 


Minnesota  Mining  & 
Manufacturing  Company 

We  initiated  this  transaction,  assisted  in  the 
negotiations  and  acted  as  financial  advisor  to 
Gibson-Eagan  Company 


PaineWebber 


Hoover  Group,  Inc. 

has  acquired  certain  businesses  I  n  in 

Johnson  Controls,  Inc. 


The  undersigned  arranged  mezzanine  andi 
financing  and  acted  as  principal  for 
rh.slever.ged.cqu.s.tKsn 


PaineWebber 


Industrial  General  Corpor; 


has  been  acquired  by 
group  of  pn< 


We  arranged  rhe  financing  and 
tu  Industrial  Irene ral  Corporation 

PaineWebber 


International  C  ustoms  Service,  Inc. 
Ryder  Freight  Management,  Inc. 

a  wholly-owned  subsidiary  ol 

Ryder  System,  Inc. 

gned  acted  as  final 
i.nal  Cimoms  Serv 

PaineWebber 


A .  Johnson  &  Co.,  Inc. 


I.D.E.  Corporation 


PaineWebber 


Knapp  King-Size  Corp. 

has  been  purchased  by  a 
company  formed  by  us  management 
and  willdo  business  aa 

Knapp  Shoes  Inc. 


PaineWebber 


Kuhlman  Corporation 

has  sold  the  assets  of  its  subsidiary 

Meier  Metal  Servicenters,  Inc. 
Metal  Service  Acquisition  Co. 


PaineWebber 


Latham  Labs,  Inc. 
Haemonetics  Corporation 

asubsid.aryof 

Lmencan  Hospital  Supply  Corporatir. 


PaineWebber 


Lyons  Falls  Pulp  &  Paper  Inc. 

Lyons  Falls  Division 
Georgia-Pacific  Corporation 


PaineWebber 


Midwest  Energy  Company 


Donovan  Companies,  Inc. 


PaineWebber 


Midwest  Energy  Company 
Iowa  Gas  Company 

a  wholly  owned  subsidiary  of 

Iowa  Resources,  Inc. 


PaineWebber 


National  Beverage  Corp. 
Shasta  Beverages,  Inc. 
Sara  Lee  Corporation 

We  provided  (manual  advisory  service 

PaineWebber 


Papercraft  Corporation 
Papercraft  Holding  Corporation 

indthemanagemrmof  Pjpercr.ft) 


PaineWebber 


Browning-Ferris  Ind 
Chemical  Services,  Inc. 

Industrial  Cleaning  and 
Bulk  Chemical  Divisions 

MainTech  International,  Inc. 

The  undersigned  assisted  in  initiating  this 

Ronussmu 


Carboline  Company 

A  subsidiary  of  Sun  Company.  Inc 


PaineWebber 


Shelby  Steel,  Inc. 

has  been  acquired  by 

O'Neal  Steel,  Inc. 


PaineWebber 


ShowBiz  Pizza  Place,  Inc. 
Brock  Hotel  Corporation 
PizzaTimeTheatre,  Inc. 


PaineWebber 


Specialists  in  Getting  Results 

PaineVfebber 

Incorporated 

W  Peter  Slusser,  Managing  Director  (212)71 3-3076 
Robert  A  Hastings,  Managing  Director  (212)  713-3080 


Clarke  Checks,  Inc. 


Metal  Box  America,  Inc. 


Thr  undet.igntd  .minced  ihu  u 
and  ictrd  »  lininojl  »d»u 
CUrke  Check*.  Inc 


Sparkman  Fnergy  Corporation 

through  a  self  lender  has  acquired 
approximately  71  t/T  ol  its  shares 
As  a  result  ..I  this  iransaclion 
The  YjnkeeCompanics,  Im 
now  owns  approximately  809f  of 
Sp.uk  man  Energy's  outstanding  shares 


Spitknon  Energy  drpurii 

ROTAKMOSLE 


Boston 
Robert  W.  Baldridge 
David  S.Collins 
(617)439-8500 


Chicago  Dallas 
JeromeJ  Cctnar         RichardJ  Hatcheti,  111 
(312)580-8320  (214)655-6976 
Donald  L  Linn. Jr. 
(214)655-6970 
All  of  the  Merger  &  Acquisition  Transact* 


Houston 

Stephen  A  Lasher 

(713)236-3171 
Joseph  M  Rault,  III 

(713)236-3467 


i  listed  abo' 


Los  Angeles 

RoyC  Turney 
(213)972-1721 
Peter  D  Tamny 
(213)972-1725 
ompleted  in  the  last  iwt 


San  Francisco 

David  T  Bates 
(415)954-5986 


Ixmdon 

Nicholas  C  Aylwin 
011-441-377-0055 
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spective  of  fluctuations  in  market  price." 
The  effect  of  high  stock  prices,  he 
maintains,  is  that  "some  of  the  fluff  may 
come  out  of  the  business." 

Others  are  more  circumspect.  Dean 
Witter's  Lee,  for  one,  envisions  fewer 
leveraged-buyout  transactions,  par- 
ticularly hostile  buyouts,  because  of 
higher  stock  prices  and  because  a  lot 
of  the  reorganizations  have  already  oc- 
curred. "The  focus  will  be  on  divisions 
of  major  conglomerates,"  he  says. 
"They  will  have  to  get  done  because 
there  is  a  large  amount  of  equity  money 
chasing  leveraged  buyout  deals." 

Bankers  Trust's  Dougherty,  for  his 
part,  expects  the  number  of  successful 
leveraged  buyouts  in  the  United 
States  to  drop  off  sharply  this  year-" As 
much  as  50%  fewer  transactions 
would  not  be  hard  to  imagine,"  he  says. 
With  stock  prices  at  such  lofty  levels, 
Dougherty  reflects,  corporate  acquisi- 
tions and  stock-for-stock-type  trans- 
actions are  likely  to  be  viewed  as  better 
transactions  for  a  divestiture.  But  he 
points  out  that  Bankers  Trust,  which  acts 
as  principal  in  some  of  these  transac- 
tions through  BT  Capital,  has  recently 
had  a  major  disposition  of  a  holding. 
So,  too,  will  the  other  leveraged-buyout 
firms,  he  suspects.  "They  will  tend  to 
look  closely  at  their  portfolios  to  see 
whether  they  would  want  to  have  an 
outright  sale  of  certain  companies,  to 
take  advantage  of  higher  stock  prices. 
So  I  think  that  we  will  see,  maybe  not  so 
many  of  the  going  private  transac- 
tions, but  the  opposite,  some  of  the  go- 
ing privates  now  going  public." 

And,  looking  to  1 987  or  perhaps  late 
1986,  Shearson's  Hill  is  convinced  that 
many  transactions  that  were  done  with 
"rose-colored  glasses"  are  going  to  be 
restructured,  resulting  in  either  the 
sale  of  entire  leveraged  buyouts  or 
pieces  of  them.  "A  number  of  the 
buyouts  that  took  place  over  the  last  two 


or  three  years  assumed  up  years  ev- 
ery year  in  terms  of  profitability,"  he  as- 
serts. What  has  happened,  though,  is 
that  a  number  of  the  LBOs  haven't  been 
able  to  sustain  the  excess  cash  flow 
that  they  anticipated.  "If  interest  rates 
start  going  the  other  way,  as  I  think 
most  people  believe  in  1986,  a  number 
of  those  leveraged  buyouts  are  going 
to  be  restructured,"  forecasts  Hill.  In  fact, 
he  suspects  that  "our  biggest  future 
opportunity  for  major  M&A  business  is  in 
essentially  restructuring  a  lot  of  the 
leveraged  buyouts  that  you  would  have 
thought  would  be  doing  swimmingly  in 
this  environment  of  low  interest  rates, 
but  in  fact  can't  afford  a  big  uptick  in 
interest  rates  and  a  cyclically." 


Exciting  Areas 

Where  will  some  of  the  excitement  be 
coming  from?  Cross-border  acquisition 
activity  is  expected  to  increase  (see 
box),  as  the  M&A  market  becomes  in- 
creasingly global.  More  and  more,  the 
search  for  the  ultimate  buyer  is  spanning 
the  world.  In  addition,  there's  been  a 
greater  focus  on  middle-market  transac- 
tions (which,  depending  on  who  is  do- 
ing the  defining,  can  encompass  deals  in 
the  $50  million  to  $1  billion  range). 

Hutton's  Good  points  to  the  recent 
rash  of  activity  involving  midsize  com- 
panies, including  Warnaco,  Maytag 
and  Alamito  Co.  "You  had  Dominion 
Textile  going  after  Avondale  Mills  for 
only  $100  million,"  he  notes,  "and  that 
was  front-page  news."  In  Good's  opin- 
ion, attention  is  shifting  to  the  middle 
market  not  only  because  there  are 
fewer  megadeals  to  talk  about,  but  also 
because  such  deals  are  on  the  rise. 
With  secondary  stocks,  for  example,  not 
running  up  as  fast  as  primary  stocks, 
"people  are  in  there  looking  for  bar- 
gains," he  says.  "Everybody  has  had 


In  the  final  analysis,  the  M& 
business  remains  healthy, 
although  it  may  be  gener- 
ating slightly  less  press. 

his  ambitions  set  on  making  that  lifetir 
purchase,  whether  it  be  a  Beatrice  or 
something  comparable,  but  the  price; 
have  just  gone  out  of  sight.  If  they  wa 
to  be  big,  they're  going  to  have  to  do  il 
chunks." 

Other  kinds  of  transactions  that  are 
likely  to  increase:  joint  ventures,  in  th 
assessment  of  Merrill  Lynch's  Miller. 
"People  can't  afford  to  buy  each  othe 
so  they're  putting  operations  togeth- 
er," he  says,  "and  are  hoping  to  reali; 
synergies  that  way." 

In  addition,  Merrill,  E.F.  Hutton, 
Shearson,  and  Drexel,  among  other 
firms,  are  more  forcefully  putting  theii 
financial  muscle  behind  deals-"whetr 
it  be  for  the  equity  portion  of  the  inves 
ment  or  for  the  financing,  or  both,"  re 
lates  Hutton's  Good.  For  example, 
Hutton  has  quietly  purchased  about ! 
billion  worth  of  companies  in  the  pasl 
18  months,  discloses  Good.  Shearsc 
for  its  part,  recently  worked  with  Gen 
eral  Felt  Industries  to  buy  Sheller-GIc 
Corp.  (The  firm  now  owns  36.5%  of 
that  company.)  "And  there  have  beei 
number  of  other  situations,"  adds 
Shearson's  Waters,  "where  we  have 
guaranteed  the  divestiture  of  a  major 
piece  of  the  business,  or  where  we  he 
guaranteed  some  financing  on  behal 
of  our  client."  He  and  Good  agree  the 
it's  important  for  their  firms  to  be  usin 
their  own  capital.  "It's  a  recognition  tl 
there  are  great  profit  opportunities  oi 
there,"  says  Good,  "and  that  you've  < 
to  add  more  than  just  execution  advk 
to  help  clients." 

In  the  final  analysis,  then,  the  M&A 
business  remains  healthy,  although  i 
may  be  generating  slightly  less  press 
"Business  was  exciting  before  the  hec 
lines  and  it  wiil  continue  to  be  excit- 
ing," asserts  First  Boston's  Perella,  w 
envisions  a  year  that  may  lag  1 985  in 
terms  of  total  volume,  but  still  exceed 
1984  s  total.  He  points  out,  too,  that 
things  could  change  at  any  time.  "Thi 
business  changes  very  rapidly,  and 
the  velocity  of  change  has  increased, 
Perella  remarks.  "You  always  look 
with  anticipation  for  the  next  day  be- 
cause you  know  something  else  is  gc 
ing  to  happen." 

Laurie  Meisler  is  a  New  York-based 
financial  writer. 
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Sara  Lee  Corporation 

has  sold 

Sav-A-Stop  Incorporated 

to 

ZF  of  Jacksonville  Inc. 

in  a  leveraged  buyout 

G L! If + Western  Industries,  Inc. 

has  sold  its  Sugar  and  Related 
Operations  to 

Flo-Sun  Land  Corporation 

and  a  Group  of  Investors  and  management 
in  a  leveraged  buyout. 

Glosser  Bros.,  Inc. 

has  been  acquired  in  a  leveraged 
buyout  by 

B.S.  Holding  Corporation 

a  company  organized  by  management 

First  National 
Supermarkets,  Inc. 

has  been  acquired  by 

FNS  Holding  Company,  Inc. 

a  new  company  organized  by  management. 

Dart  &  Kraft,  Incorporated 

has  sold  the  six  business  units  of  its 
Plastics  Specialties  Sector  to 

Plastics  Specialties  and 
Technologies,  Inc. 

in  a  leveraged  buyout. 

Fibracan  Inc. 

has  been  acquired  through 
a  leveraged  buyout  by 

Fibracan  Ltd. 

a  Canadian  Corporation  formed 
by  management  and 
Citibank  Canada 

S.  Rosenthal  &  Co., 
Incorporated 

has  been  acquired  through  a  leveraged 
buyout  by  members  of  management. 

Trina 

has  been  acquired  in  a 
leveraged  buyout  by 

Trina,  Inc. 

a  new  company  organized  by  members  of 
management,  an  Employee  Stock  Ownership  Plan 
and  European  investors. 

Specialists  in  Management  Buyouts 

Initiation,  Structuring,  Negotiations  and  Financing 


Leveraged  Buyout  Department 

Contact:  Robert  W  Willard.  Managing  Director  •  212-214-2330 


Prudential-Bache 

Securities 


. . .  the  E.F.  Hutton 
Mergers  and  Acquisitions  Group 

creates  value 
through  strategy,  tactics 
and  execution. . . 


Our  criteria  for  a  successful  acquisition  or  divestiture 
include  the  creation  of  added  value,  the  enhancement 
of  a  client's  competitive  position  on  a  long-term  basis,  and 
an  increased  likelihood  of  sustained  growth. 

We  have  the  expertise  and  the  track  record  to  provide  clients  with 
effective  advice  that  has  the  highest  likelihood  of  success. 


We  handle: 

Idea  generation  through  our  unique  Strategy  Analysis  unit 

Acquisitions 

Divestitures 

Sale  Mandates 

Accumulation  Programs 

Tender  Offer  Defense 

Asset  Redeployment 

Fairness  Opinions 

Proxy  Solicitations 

Leveraged  Buyouts 


(212)  742-2732 


Hutton 


E.F.  Hutton  &  Company  Inc. 


Partners 
in  Corpomt 
Growth 


I  decade  ago  it  would  have  been  unthink- 
able that  Zale  could  be  on  the  block.  Now 
Panadas  Peoples  Jewellers  has  put  in  a 
id.  The  Zales  say  no  way.  For  now. 

To  catch  a 
falling  star 


By  Lisa  Gubernick 

[n  his  old  age,  Morris  (M.B.)  Zale, 
85,  the  ailing  founder  of  Zale 
Corp.,  has  become  a  neutron  star, 
3urnt-out  supernova  that  keeps  on 
inning,  exerting  gravitational  pull, 
en  though  its  own  energy  is  long 
ice  spent. 


le  Corp.  Chairman  Donald  Zale 
frong  people,  wrong  price." 


The  jewelry  store  giant  (1985  reve- 
es,  $1.1  billion)  that  M.B.  Zale  built 
im  a  single  store  in  Wichita  Falls, 
x.  in  1924  has  stumbled.  A  few 
mbers  tell  the  story:  Earnings  per 
are  of  $3.20  in  fiscal  1985  (ended 
ir.  31,  1985)  are  30%  less  than  five 
ars  ago,  and  the  return  on  equity, 
\%  last  year,  is  half  of  what  it  was. 
rhe  1,600-store  Zale  corporation  is 
w  led  by  M.B.'s  son  Donald,  53, 
10  has  spent  five  years  trying  to 
;oup  lost  ground.  But  change  has 
t  come  quickly  enough  for  Zale's 
gest  shareholder,  Peoples  Jewellers 
1,  which  holds   15%   of  Zale's 


shares.  Though  Peoples,  Canada's  sec- 
ond-largest jeweler,  is  one-fifth  Zale's 
size,  its  dapper  chief  executive,  Irving 
Gerstein,  45,  is  convinced  he  can  do 
better  than  Don  Zale.  Equally  impor- 
tant, with  Peoples'  growth  ground  to  a 
halt  in  Canada,  Gerstein  wants  to  ex- 
pand into  the  U.S.  He  has  made  two 
bids  for  Zale:  $420  million  in  Febru- 
ary, upped  to  $470  million  in  March. 

So  far,  Zale's  board  has  turned  Ger- 
stein down  cold.  "It's  the  wrong  peo- 
ple, the  wrong  time  and  the  wrong 
price,"  twanged  Don  Zale,  who  pins  a 
gold  "Z"  on  his  lapel. 

Never  mind  that  the  last  bid— $38 
per  share  in  cash  plus  $7  in  a  preferred 
stock,  which  currently  gives  the  offer 
an  estimated  value  of  $43.50 — was 
$5.50  more  than  stated  book  value 
and  nearly  $10  more  than  the  stock's 
recent  price.  Never  mind  that  ana- 
lysts think  the  second  bid  was  a  fair 
deal  for  the  public.  This  is  a  family- 
controlled  company,  and  more  than 
money  is  at  stake. 

In  order  to  win  Zale,  Gerstein  must 
persuade  the  family,  which  holds  four 
of  the  five  seats  on  Zale's  executive 
committee  and  controls  33.4%  of  the 
stock,  to  go  along.  Why?  First,  Texas 
law  requires  that  66.7%  of  stockhold- 
ers approve  a  merger.  More  impor- 
tant, when  Gerstein  started  buying 
Zale  shares  in  1981,  he  signed  a  stand- 
still agreement  that  prevented  his 
buying  more  than  21%  of  the  shares 
without  an  okay  from  the  board  of 
directors. 

So  far  Gerstein's  powers  of  persua- 
sion have  come  up  short.  After  the 
initial  bid,  Don  Zale  rallied  a  score  of 
family  members  to  jointly  file  a  13D 
form,  stating  they  would  not  accept 
Peoples'  bid.  But  Zale's  future  de- 
pends on  whether  that  unity  results 
from  allegiance  to  M.B.  or  to  Don. 

Although  Don  publicly  marshaled 


the  family  forces,  it  is  M.B.,  crippled 
by  a  series  of  strokes  last  year,  who 
still  influences  the  vote  of  the  stock- 
holder who  could  determine  whether 
Zale  is  sold:  Leo  Fields.  Fields,  now  a 
director  and  once  vice  chairman,  has 
voting  power  over  more  than  10%  of 
Zale's  shares — more  than  any  other 
member  of  the  family.  Says  a  former 
senior  executive  who  knows  Fields 
well,  "Leo  does  not  want  to  tell  M.B., 
'I  sold  the  company  you  built.'  " 

No  surprise,  then,  that  Leo  won't 
publicly  criticize  Don's  stewardship. 
After  all,  he  was  raised  in  M.B.'s 
house  and  spent  most  of  his  career  at 
M.B.'s  side.  But  if  M.B.  were  no  longer 
alive,  would  it  affect  his  vote?  Replies 
Leo,  who  regularly  vacations  on  Ir- 
ving Gerstein's  boat:  "Yes." 

When  Donald  became  Zale's  chair- 
man, the  philosophy  of  the  jewelry 
business  was  simple:  You  succeeded 
if  you  had  the  bills  paid  and  more 
carats  in  stock  at  the  end  of  the  year 
than  at  the  beginning.  M.B.  not  only 
sold  jewelry,  he  made  fatter  profits  by 
manufacturing  it  as  well. 

All  that  changed  in  1981,  when  dia- 
monds and  gold  became  volatile  com- 


Ron  Watts/Firs!  Light  Toronto 


Peoples  Jewellers  President  Gerstein 
He's  not  going  away. 


modities  instead  of  sure-to-appreciate 
assets.  Just  as  Zale  was  trying  to  ad- 
just to  those  radically  shifting  eco- 
nomics, department  store  retailers 
started  courting  the  Zale  customer. 
And  they  paid  more  attention  to  what 
the  customer  wanted  than  to  what 
they  had  in  stock.  Inventory  lan- 
guished (Forbes,  Jan.  28,  1985). 

Don  was  forced  to  act.  He  switched 
the  merchandise  mix  from  one-time 
purchases  like  diamonds  to  fashion 
items  like  gold  and  colored  precious 
stones.  Meanwhile,  merchandising 
decisions  were  taken  away  from  man- 
ufacturing-oriented  executives  like 
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The  thin, 
water-resistant* 

LONGINES  lOOC 


Superb  Jewelry 
Quartz  Accuracy 
Swiss,  of  course! 

LONGINES  1000®  is  luxury  on  the 
wrist.  Jewelry  which  delivers  hair-line 
accuracy  with  the  exclusive  Longines 
movement.  The  detailed  bracelet 
drapes  about  the  wrist  softly  and 
smoothly.  The  classic  example  of  fine 
jewelry  &  Swiss  craftsmanship. 
Available  with  black  dial. 

His:  $595.    Hers:  $575. 


All  prices  manufacturer's  suggested  retail  prices. 


Leo  Fields  and  given  to  newly  hire 
executives  trained  in  the  custome 
sensitive  department-store  business 

M.B.  was  not  happy  with  trj 
changes.  Finally,  says  Don,  "I  had  \ 
tell  senior  executives,  'Your  job  is  n< 
to  wait  to  answer  M.B.  Zale 
.  .  .  questions.'  "  But  only  after  Za 
moved  to  new  headquarters  in  196 
did  M.B.'s  direct  influence  complete 
end.  "Emeritus"  executives  were  rel< 
gated  to  offices  across  the  street  froi 
the  new  headquarters.  (M.B.,  thougl 
would  have  none  of  that.  He  squatte 
in  a  windowless  office  in  the  ne^ 
digs,  moving  in  his  own  chaii 
and  desk.) 

By  1985  Don  Zale  had  flushed  oi 
nearly  all  the  old  team.  Only  one  c 
the  nine  buyers  working  for  the  com 
pany  in  1984  is  currently  employe 
there.  Says  one  former  executive 
"Sure,  things  had  to  change.  But  t 
take  the  word  of  people  who  had  bee: 
in  the  business  a  year  or  two  ove 


Says  a  Peoples  lieutenant: 
"Zale  is  not  a  problem  that 
can  be  solved  by  throwing 
money  at  it." 


those  who  had  been  involved  for  de 
cades  was  a  terrible  presumption." 

The  benefits  from  modernizatioi 
are  trickling  in — in  a  troubled  time  fo 
other  jewelers,  Zale's  third-quarte 
sales  were  up  7.5% — but  problems  re 
main.  Zale's  largest  unit,  the  Zale  Di 
vision,  only  recently  began  using  th 
daily  inventory  controls  taken  fo 
granted  by  other  retailers.  Mean 
while,  Gerstein's  bid  spurred  Zale  £i 
put  its  European  jewelry  stores  am 
the  last  of  its  nonjewelry  operation 
(primarily  drugstore/newsstands)  oi 
the  block  and  take  a  $50  millioi 
writedown  on  old  inventory. 

What  next?  Gerstein  says  he's  no 
interested  in  a  hostile  deal,  but  he  alsi 
says  he  isn't  going  away.  No  othe 
buyers  have  emerged — they're  proba 
bly  scared  by  the  problems  in  the  in 
dustry  coupled  with  those  of  the  fam 
ily..  But  the  business  has  its  appeal 
Says  one  experienced  retailer,  "If  Zal 
has  been  doing  this  well  living  in  th 
stone  age,  it  shouldn't  be  hard  ti 
squeeze  more  out  of  it." 

Can  Gerstein  come  up  with  mor 
money?  Hard  to  say.  More  to  the  poin 
are  the  thoughts  of  one  of  his  lieuten 
ants:  "Zale  is  not  a  problem  that  can  b 
solved  by  throwing  money  at  it." 

In  other  words,  whether  the  compa 
ny  will  stay  independent  for  Ion; 
probably  depends  on  the  health  of  th 
frail  old  man  who  built  it.  ■ 
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low  ZIP+4.™ 
made  this  man 
a  big  wheel  at 
Firestone. 


)  USPS  1985 


aving  $75,000 
a  year  in  mailing  costs 
lelped  Duane  Long 
steer  Firestone  on  the  road 
\o  greater  profits.  Mr.  Long, 
jf  Management  Information  Ser- 
vices, gives  much  of  the  credit  to 
IIP+4®  codes,  the  Postal  Service's 
:omputerizea  sorting  system  for 
:irst-Class  Mail? 

"Each  year,"  says  Mr.  Long, 
'we  mail  over  15  million  customer 
Dills  that  must  be  paid  within  a 
:ertain  time  period.  By  using 
!IP+4  codes,  we  insure  that  our 
Dills  sent  First-Class  Mail  reach 
Dur  customers  as  quickly  as 
Dossible.  And  that  means  better 
:ash  flow. 

"The  changeover  was  surpris- 
ngly  easy.  Our  start-up  costs 
vere  recovered  in  only  6  months. 
What's  more,  by  adding  ZIP+4 
:odes  we  identified  duplicate  and 
ncorrect  addresses,  thus  enabling 
js  to  clean  our  mailing  lists." 

To  find  out  how  ZIP+4  codes 
:an  address  the  specific  needs  of 
/our  business,  send  in  the  cou- 
Don.  For  immediate  assistance,  or 
he  number  of  your  customer 
►ervice  representative,  call 
1-800-842-9000,  ext.  240. 
Za\\  or  write  today.  It     tr  ^  ~i 
:ould  make  you  a  big      '  Jr 
vheel  in  your  company.  It^^J 

HELPING  YOU 
HELP  YOUR  BUSINESS. 


Please  check  your  line  of  business: 

□  Insurance,  □  Banking,  □  Manufacturing, 

□  Securities,  □  Utilities,  □  Education, 

□  Retail,  □  Government,  □  Publishing, 

□  Service  Company,  □  Other. 


And  check  your  yearly  First-Class  Mail 
volume:  □  Up  to  10,000,  □  10,001-50,000, 

□  50,001-100,000,  □  100,001-1,000,000, 

□  1,000,000  + 

US  POSTAL  SERVICE 
PO  BOX  2999 

WASHINGTON  DC  20013-2999 


Name  

Title  

Address, 


.Company. 


City_ 
State. 


_ZIP_ 


Abuses  going  on  in  union  benefit  funds 
are  even  harder  to  police  than  tricks  with 
pension  funds.  And  there  is  more — billions 
more — to  be  ripped  off. 

"Least-regulated 
money  in  the 
country  today" 


By  James  Cook 

ANYONE  WHO  IMAGINES  that 
U.S.  labor  unions  have 
cleaned  up  their  act  after 
the  scandals  that  rocked 
I  the  Central  States  Team- 
sters Pension  Fund  a  decade  ago  had 
better  think  again.  Nearly  $170  bil- 
lion in  employer  contributions  now 
flows  into  pension,  health  and  other 
benefit  funds  every  year,  and  opportu- 
nities for  rip-offs  on  a  grand  scale  are 
growing,  not  diminishing. 

The  $70  billion  going  into  union 
pension  and  profit-sharing  funds  is 
now  dwarfed  by  the  even  vaster  sum, 
$100  billion  or  so,  going  into  their 
health  and  welfare  funds.  And  it's  in 
the  handling  of  these  benefit  funds- — 
money  to  provide  medical  and  dental 
services,  vision  care,  life  insurance, 
legal  services — that  the  newest  scan- 
dals are  cropping  up. 

There  are  guesses  that  as  much  as 
$10  billion  is  at  risk,  but  nobody 
knows.  Says  Raymond  Maria,  the  dep- 
uty inspector  general  who  heads  the 
Labor  Department's  Office  of  Labor 
Racketeering  (see  box,  opposite): 
"Whatever  number  I  would  give  you 
would  be  too  low." 

The  trouble  spots  are  the  plans  ad- 
ministered by  the  unions  themselves, 
rather  than  insurance  companies  like 
Blue  Cross  or  Cigna — the  3,800  or  so 
jointly  administered  multi-employer 
health  and  welfare  plans  that  take  in 
roughly  $10  billion  in  employer  con- 
tributions every  year.  These  plans  are 
set  up  for  workers  in  highly  fragment- 
ed industries  like  trucking,  construc- 
tion, shipping,  hotels  and  restaurants, 
where  underworld  influence  is  espe- 
cially pronounced.  The  Department 
of  Justice  once  estimated  that  al- 
though only  400  out  of  50,000  locals 
in  the  U.S.  are  mob  dominated,  two- 


thirds  of  these  locals  are  concentrated 
in  the  Teamsters,  Longshoremen,  La- 
borers and  Hotel  &  Restaurant  Em- 
ployees unions — four  of  the  largest 
and  most  powerful  unions  in  the  U.S. 
These  four  unions  account  for  45%  of 
the  930  indictments  handed  down 
against  unions  between  1980  and 
1984,  and  one-third  of  the  convic- 
tions. Together  they  control  about 
30%  of  multiemployer  fund  assets. 

The  abuse  and  misuse  of  these 
funds  have  been  investigated  repeat- 
edly— by  the  New  Jersey  Commission 
of  Investigation,  the  Pennsylvania 
Crime  Commission,  the  Senate  Per- 
manent Subcommittee  on  Investiga- 
tions (PSI)  and,  most  recently,  the 
President's  Commission  on  Orga- 
nized Crime.  Times  change,  but  ev- 
erything goes  on  as  before. 

The  typical  benefit  fund  setup  is 
almost  an  invitation  to  larceny.  Em- 
ployers' contributions  are  sometimes 
paid  directly,  so  the  employee  never 
knows  how  much  is  being  contribut- 
ed on  his  behalf.  The  funds  them- 
selves are  run  by  boards  consisting  of 
equal  numbers  of  union  and  company 
trustees,  which  usually  means  that 
they  are,  run  by  the  unions.  Company 
trustees  have  enough  trouble  with 
their  unions  without  making  waves. 

In  most  of  these  welfare  benefit 
plans,  the  employer  contributes  so 
much  per  head,  no  matter  what  the 
claims  experience  turns  out  to  be.  The 
service  is  delivered  by  a  clinic  or  some 
other  designated  provider.  The  trust- 
ees hire  an  outside  administrator  to 
run  the  day-to-day  operation  of  the 
plan,  and  the  administrator  himself 
commonly  subcontracts  the  services 
to  a  provider,  who  hires  the  doctors  or 
dentists,  acquires  the  equipment  and 
arranges  the  necessary  administrative 
support.  Such  a  structure  provides 
endless  opportunities  to  skim,  rig 


bids,  charge  exorbitant  fees  and,  a 
too  often,  kick  back  a  portion  of  thos 
fees  to  administrators,  trustees,  unio 
officers — and  organized  crime  group 
that  sometimes  control  them  all. 

It  amounts  to  a  whole  new  bal 
game.  "The  classic  blatant  loans  thi 
never  get  repaid  are  replaced  by  muc 
more  sophisticated  crimes,"  sa> 
Dennis  Kass,  assistant  secretary  i 
charge  of  DOL's  Office  of  Pension  < 
Welfare  Benefits  Administratis 
"Service  providers  may  be  skimmin 
year  after  year  but  in  amounts  that  ai 
much  more  difficult  to  track." 

Many  such  providers  operate  n; 
tionwide,  their  tentacles  spreadin 
from  coast  to  coast,  often  along  th 
networks  established  over  the  yeai 
by  the  mob. 

Take  Angelo  Commito's  Labc 
Health  Plan,  which  runs  dental  plar 
out  of  Chicago.  According  to  tfc 
Pennsylvania  Crime  Commissioi 
which  a  few  years  ago  tracked  h 
efforts  to  expand  his  operation,  Con 
mito  first  contacted  the  local  org; 
nized  crime  group  for  financing  an 
contacts  with  union  officials.  Th; 
was  standard  procedure,  or  so  mobst* 
James  Fratianno,  now  in  the  goven 
ment's  witness  protection  progran 
maintains.  When,  according  to  th 
PSI,  an  outfit  called  Consultants  < 
Administrators,  a  Chicago-based  pr< 
vider  implicated  in  a  spectacular  Li 
borers  union  fraud,  went  after  the  Li 
Vegas  Hotel  Employees'  business, 
first  approached  the  Chicago  mob 
man  on  the  spot,  Anthony  Spilotn 
And  when  the  same  outfit  tried  to  s< 
up  a  fraudulent  dental  and  visio 
scheme  in  Florida,  it  allegedly  got  pe 
mission  from  Santo  Trafficante,  hea 
of  the  Tampa  crime  family. 

Consultants  &.  Administrators  loi 
out  in  Las  Vegas  to  a  group  of  servic 
providers — Stratum  Five  Internatioi 
al,  Associated  Health  Services  (of  111 
nois)  and  Health  Care  Benefits  Se 
vice — owned  by  two  dentists,  Chark 
Mitchell  and  Alan  Stevens.  Mitche 
and  Stevens  started  out  handling  pr< 
paid  plans  for  Commito  and  at  on 
time  reportedly  served  200  union  an 
employer  groups  on  their  own,  ii 
eluding  five  Chicago  locals  recruite 
by  Commito.  In  Las  Vegas,  accordin 
to  a  PSI  study,  Stratum  Five  Intern; 
tional  cleaned  up  on  the  deal.  "The 
could  well  be  making  profits  of  $1. 
million  on  the  $3  million  annual  ei 
penditures,  and  there  is  no  way  ( 
checking,"  the  study  concluded.  Tb 
Labor  Department  in  May  sued  tb 
fund,  the  trustees,  Stratum  Five  an 
Charles  Mitchell,  among  others,  t 
recover  the  benefit  dollars  it  claime 
had  been  misappropriated  betwee 
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10  and  1984. 

Tie  most  exhaustively  document- 
example  of  the  abuses  the  system 
1  allow  is  provided  by  the  maneu- 
s  of  one  Lawrence  Smith  and  his 
nagement  company,  Rittenhouse 
nsulting.  Smith,  who  was  not  an 
ninistrator,  an  attorney  or  a  den- 
,  had  the  contract  to  provide  dental 
vices  to  several  southern  New  Jer- 
locals  controlled  by  Philadelphia's 
mo  family,  including  Hotel  Em- 
yees'  Local  54,  which  represents 
rkers  in  Atlantic  City's  booming 
aing  industry.  Smith  got  the  cqn- 
:ts,  according  to  hitman  Charles 
en,  now  in  the  government's  wit- 
s  protection  program,  because 
ph  Natale,  a  Bruno  associate  and 
al  union  official,  would  bring  him 
und  to  various  union  heads  and  tell 


them,  "This  is  our  man,  and  he's  go- 
ing to  take  care  of  us."  Smith  also 
supposedly  took  care  of  Bruno, 
though  a  jury  acquitted  him  of  mak- 
ing such  kickbacks.  Smith  still  faces 
civil  charges  for  having  mismanaged 
the  funds. 

Larry  Smith,  however,  wasn't  the 
administrator  of  any  of  these  funds. 
He  was  simply  a  "marketing  consul- 
tant" to  HCA,  a  Chicago  firm  that 
operated  the  service  through  a  New 
Jersey  subsidiary,  North  Atlantic 
Dental  Administrators.  But  HCA 
wasn't  the  administrator,  either.  The 
administrator  was  Chicago's  William 
L.  Meyers,  Inc.,  which  administers 
the  Hotel  Workers'  funds.  Layer  upon 
layer,  like  the  contents  of  a  Chinese 
box,  with  percentages  draining  off 
with  every  new  box  you  open. 


In  the  trenches 


Nor  did  the  layers  end  with  Smith's 
consulting  firm.  The  dentist  who  pro- 
vided the  actual  service  also  contract- 
ed for  computer  services  from  a  firm 
controlled  by  Smith's  mother.  All 
told,  according  to  PSI,  Smith  and  his 
mother  appear  to  have  raked  off  at 
least  $500,000,  or  about  36%,  of  a  $1 .4 
million  fee.  In  one  nine-month  period 
in  1982,  Meyers  got  6.5%,  HCA  9.3% 
(60%  of  which  went  to  Smith),  Smith 
14%,  Smith's  mother's  company 
14.2%,  leaving  52.4%  for  the  dentist 
who  actually  provided  the  service  to 
the  union  members. 

What  helps  to  make  these  exorbi- 
tant charges  possible  is  the  inefficien- 
cy of  legitimate  providers — indeed, 
the  cost  ineffectiveness  of  the  U.S. 
health  delivery  system  in  general. 
William  Meyers  argued  before  Senate 


The  Department  of  Labor's 
104-man  Office  of  Labor 
Racketeering  has  probably  been 
more  effective  in  combating  la- 
?or  racketeering  than  any  other 
single  group  in  the  history  of 
iederal  law  enforcement.  The 
onit  was  set  up  in  1978,  when 
Congress  became  so  impatient 
with  the  department's  determi- 
lation  not  to  root  out  criminal 
abuses  in  the  labor  movement, 
10  matter  how  outrageous,  that 
it  created  the  OLR  as  a  separate 
anit,  isolated  from  political 
pressures,  inside  DOL's  newly 
:ormed  Office  of  the  Inspector 
General. 

"We  represent  the  federal 
government,  not  the  Depart- 
ment of  Labor,"  says  Deputy  In- 
spector General  Raymond  Ma- 
ria, 47,  an  exuberant,  outsized 
former  accountant  and  FBI  man 
who  has  run  the  OLR  for  the 
past  two  years.  The  OLR  spends 
a  third  of  its  time  monitoring 

internal  union  affairs  and  labor-   

management  relations,  but  its  primary  emphasis  these 
days  is  on  tracking  down  benefit-plan  abuse.  Says  Ma- 
ria: "That's  where  the  dollars  are,  that's  where  the 
unscrupulous  people  are,  and  that's  where  the  internal 
controls  are  the  weakest." 

One  reason  the  department  has  been  so  ineffective  in 
the  past,  Maria  says,  is  that  it  has  tended  to  concentrate 
on  cases  rather  than  problems.  Again  and  again  it  has 
successfully  brought  cases  against  corrupt  unions — the 
Allied  Security  Guards,  for  example,  or  the  Longshore- 
men— only  to  discover,  once  its  back  is  turned,  the 
corruption  has  occurred  a  second  and  third  time.  The 
department  has  no  enforcement  culture,  no  legacy  on 
which  to  build  a  culture. 


OLR's  Raymond  Maria 


So  he  has  been  concentrating 
on  particular  unions  and  indus- 
tries with  demonstrable  prob- 
lems— primarily  the  jointly  ad- 
ministered multi-employer 
funds  and  the  four  major  multi- 
employer unions  (Teamsters, 
Longshoremen,  Laborers,  and 
Hotel  &  Restaurant  Employ- 
ees). In  New  York  the  OLR  has 
begun  with  the  garment  indus- 
try, focusing  first  on  suspect 
sewing  contractors  and  then  on 
legitimate  jobbers  and  manufac- 
turers, as  well  as  certain  ser- 
vices— waste  removal  and 
trucking — that  are  the  life-sup- 
port systems  of  the  industry. 

"We've  adopted  an  industry 
approach  so  we'll  understand 
how  these  industries  function 
and  what  the  norm  is,  so  we  can 
detect  anomalies  that  are  indic- 
ative of  violations,"  Maria  says. 
"We're  trying  to  develop  a  diag- 
nostic capability.  Are  we  deal- 
ing with  a  symptom  or  a  basic 
  problem?  A  single  service  pro- 
vider or  one  with  subsidiaries  throughout  the  U.S.?  The 
key  is  to  know  that  industry  as  well  as  your  adversary." 

The  unions  aren't  very  enthusiastic  about  his  efforts. 
The  DOL,  they  say,  should  be  committed  to  worker 
protection,  not  enforcement.  "The  suggestion  is  that 
enforcement  is  inconsistent  with  worker  welfare,"  Ma- 
ria counters.  "But  there's  an  alarming  degree  of  corrup- 
tion out  there  and  a  lack  of  a  systematic  detection 
process.  Crime  pays.  So  someone  should  be  sampling 
on  a  continuous  basis,  demonstrating  that  if  you  violate 
the  law,  there's  a  likelihood  you'll  get  caught." 

One  possible  (and  concrete)  outcome  of  Maria's  work: 
enlisting  the  accounting  profession,  whose  auditors  are 
supposed  to  be  looking  for  violations  anyway. — J.C. 
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If  you  really  want  to 
fiijd  a  solution, 

youwgottolook 

at  all  sides 
of  the  problem. 

And  in  fact,  Businessland's  sales 
of  computer  equipment  to  larger  com- 
panies were  strong.  Yet  they  realized 
that  many  small-business  owners 
were  not  buying  computer  systems, 
even  when  the  equipment  was  badly 
needed. 

What  part  of  the  picture— what 
view,  what  vantage  point— led  GE 
Credit  to  an  answer  to  Businessland's 
problem? 

Large  companies  have  access  to  a 
substantial  corporate  line  of  credit.  But 
often,  the  only  existing  credit  line  for  a 
small  business  is  the  owner's  personal 
credit  card. 

So  the  small  businessman  needing 
several  PC's  had  to  choose  between 
obtaining  a  bank  loan  first,  or  assuming 
the  sizeable  debt  of  a  computer  pur- 
chase himself. 

After  examining  currently  available 
financing  alternatives,  GE  Credit 
realized  Businessland  could  benefit 
from  something  new  —  a  plan  they 


At  GE  Credit,  we  know  there  are 
no  shortcuts  to  solutions.  In  fact,  the 
problem  itself  can  often  be  hard  to 
recognize. 

Take  Businessland,  a  nationwide 
supplier  of  microcomputer  systems  to 
business.  At  a  time  when  PC  usage  in 


business  is  expanding  rapidly  com- 
puter dealers'  shelves  should  be  emp- 
tying practically  overnight. 


could  offer  their  smaller  customers 
that  combined  the  best  features  of  big- 
business  commercial  financing  with 
the  simplicity  and  ease  of  use  of  a  con- 
sumer credit  card. 

The  solution?  The  Business 
Revolving  Charge. 

This  unique  program  from  our 
Retailer  Financing  Department  pro- 
vides Businessland  with  a  powerful 
new  selling  tool. 

The  customer  receives  a  Business- 
land  credit  card,  with  a  line  of  credit 


in  the  company's  name.  The  card  is 
used  like  any  other  credit  card,  for  cur- 
rent and  future  purchases— but  only 
in  Businessland  computer  centers. 

The  credit  approvals,  monthly  bill- 
ing and  all  other  paperwork  are  handled 
directly  by  GE  Credit.  And  Business- 
land's  sales  force  is  free  to  sell  com- 
puters. 

A  careful  study  of  all  sides  of  the 
Businessland  situation  led  GE  Credit 
to  invent  an  answer—  one  that  we're 
now  offering  to  other  suppliers  to 
business. 

If  you're  staring  at  a  business 
problem  you  can't  get  a  handle  on  (for 
example,  did  you  realize  you've  been 
looking  at  a  computer  system  from 
several  different  angles?)  call  GE 
Credit.  We'll  help  you  find  an  answer. 

Call  tollfree:  1  (800)  243-2222  or  write: 
260LongRidgeRd.,Stamford,CT06902. 
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in  NYC:  212-265-4494. 

MERMEN  HOTELS 

Travel  Companion  of  Air  France 

Fifty  hotels  in  Europe,  Africa.  Asia, 
the  Near  East.  North  and  South 
America  and  the  Caribbean. 


investigators  that  the  6.5%  that  he 
charged  was  hardly  exorbitant  and 
what  his  contractors  charged  was 
none  of  his  business.  As  for  the  pro- 
viders, Meyers  said,  "If  I  pay  the  den- 
tist directly,  every  single  dentist  di- 
rectly, it  costs  me  about  twice  as 
much,  and  if  I  bought  insurance,  it 
would  cost  me  about  four  times  as 
much.  What  are  those  people  doing 
with  their  money?" 

If  Larry  Smith  and  his  colleagues 
took  roughly  45%  off  the  top  from 
funds  going  into  that  Atlantic  City 
hotel  workers'  health  plan,  how  egre- 
gious was  the  rip-off?  According  to 
the  Department  of  Labor,  administra- 
tive costs  should  run  no  higher  than 
7%  to  10%.  "A  warning  signal  is  over 
10%,"  says  George  Lehr,  the  former 
banker  who  cleaned  up  the  once-noto- 
rious Central  States  Teamsters  Pen- 
sion Fund  (Forbes,  May  19).  "All  of 
the  lights  and  bells  go  off  at  15%,  and 
25%  is  absurd." 

But  abuses  are  not  confined  simply 
to  health  plans.  Some  years  ago  an 
insurance  shark  named 
Louis  Ostrer  reportedly 
mulcted  60  or  70  Team- 
sters locals  from  New 
Jersey  to  California, 
Michigan  to  Florida, 
with  a  severance  pay/life 
insurance  scheme.  With 
the  funds  he  adminis- 
tered, Ostrer  bought  ex- 
pensive whole  life  rather 
than  group  insurance, 
thus  collecting  commis- 
sions ten  times  higher 
than  group  life  would 
have  yielded.  According 
to  a  Senate  subcommittee  study  of  11 
Ostrer  funds,  commissions  and  fees 
ate  up  76%,  or  $3.8  million,  of  the 
$5.1  million  collected  in  premiums 
over  a  five-year  period. 

Ostrer  was  an  amateur  compared 
with  one  Joseph  Hauser,  another  pro- 
tected government  witness,  who  at 
one  time  was  involved  in  some  20  life, 
health  and  accident  insurance  plans 
nationwide.  Hauser  would  take  over 
insurance  companies,  obtain  business 
from  unions  like  the  Laborers  and 
Teamsters  through  bribery  and  kick- 
backs, and  pocket  a  fair  portion  of  the 
$180  million  in  premiums  he  took  in 
every  year.  To  get  the  Teamsters' 
business,  Hauser  explained,  he  paid  a 
$250,000  fee  to  former  U.S.  Attorney 
General  Richard  Kleindienst  to  put  in 
a  good  word  with  Teamsters  Presi- 
dent Frank  Fitzsimmons.  Hauser  also 
agreed  to  give  the  notorious  Allen 
Dorfman,  a  Teamsters  investment  ad- 
viser and  claims  processor,  a  cut  of 
any  insurance  that  he  wrote  for  the 


"Opportunities 
to  skim,  rig  bids, 
charge  exorbi- 
tant fees  and  kick 
back  a  portion  of 
fees  to  adminis- 
trators, trustees, 
union  officers — 
and  organized 
crime  groups  that 
sometimes 
control  them," 


Hotel  Employees  Union. 

In  time,  the  premiums  he  was  get- 
ting turned  out  to  be  too  low  to  covei 
both  the  benefits  and  the  bribes  hc- 
had  to  pay  out.  Hauser  found  himsell 
paying  claims  on  his  old  business  oul 
of  the  premiums  on  the  new,  in  i 
Ponzi-like  scheme  that  left  the  last 
buyer  holding  the  bag.  When  Hauser's 
operation  collapsed,  Central  States 
Teamsters  got  stuck  for  $7  million 
"The  payoff  was  so  heavy,  the  profit 
was  very  little,"  Hauser  once  com 
plained.  "That  is  what  killed  us— 
20%  to  30%  went  to  payoffs." 

In  the  end  the  government  indictee 
Hauser,  Ostrer,  mobsters  Tony  Ac 
cardo,  Alfred  Pilotto,  Raymond  Pa 
triarca  and  Santo  Trafficante,  and  i 
half-dozen  others  for  conspiring  to  ob 
tain  kickbacks  on  insurance  schemes 
in  Chicago  and  south  Florida  and  tc 
create  a  company  that  would  cover  al 
Laborer  funds  at  first  and  eventually 
all  the  unions  in  the  U.S.  (Accardc 
was  acquitted,  but  death  and  ill  healtl 
got  Patriarca  and  Trafficante  off  th< 
hook.) 

^^^^^M  But  nothing  funda 
mental  has  changed 
There  are  still  Ostrer 
and  Hauser-lik< 
schemes  around.  "Orga 
nized  crime  elements,' 
Hauser  told  a  Senatt 
committee  three  year; 
ago,  "continue  to  com 
pletely  dominate  thi: 
area." 

In  union  after  union 
one  mob-dominated  re 
B^^^^^B  gime  is  succeeded  by  an 
other.  The  Departmen 
of  Labor  ousted  Daniel  Cunninghan 
as  head  of  the  Allied  Security  Guard: 
four  years  ago  (Forbes,  Feb.  14,  1983 
only  to  launch  a  new  case,  this  tim< 
against  Michael  Franzese,  who  acte( 
as  Allied's  counsel  and  its  agent  fo 
the  health  and  welfare  fund.  Franzese 
a  Colombo  family  associate,  investec 
$590,000  of  the  fund's  assets  u 
worthless  but  high-yielding  CDs  is 
sued  by  Leo  Bloom's  Dome  Insurant 
Co.  of  St.  Croix.  Bloom,  the  govern 
ment  charged  in  an  indictmen 
against  Franzese  and  three  othe 
union  officials,  then  kicked  back  sub 
stantial  amounts  in  cash  and  real  es 
tate  loans  to  the  union  officials. 

There  are  frauds  acquiesced  in  b] 
desperate  businessmen  in  quandarie: 
not  even  a  Solomon  could  resolve 
Thus,  consider  the  desk-drawer  labo 
contracts  some  businesses  buy  fron 
mob-dominated  independent  union: 
to  keep  bigger  but  also  mob-dominat 
ed  unions  at  bay.  "You're  dealing  wit! 
one  power  broker,"  says  DOL's  Ray 
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Plainly  for  Everyone. 

i  first  plain  paper  facsimile  that  doesn't 
come  at  a  premium. 


Jntil  now,  plain  paper  in  a  facsimile 
e  exception.  But  no  longer, 
jcing  the  FAX-610  Plain  Paper 
lile.  It  costs  no  more  than  similar 
al  units.  But  the  advantages 
M'n. 

3ecause  the  image  quality  of 
lents  you'll  get  on  plain  paper  is 
ter.  And  you  can  use  them  as 
lis.  Since  you  can  write  on  them 
st  about  anything,  and  file  them 
ndefinitely. 

ret  the  economical  FAX-610  is  no 
lane.  It  has  everything  you'd 
t  from  an  advanced  business 
fie.  Plus  it's  just  plain  smart:  with 
dialing  to  49  locations,  delayed 


transmission  with  auto  document  feeder, 
and  delayed  20-location  multiple  polling 
with  automatic  document  cutting.  And 
it's  just  plain  fast:  17  seconds  a  page* 

Finally,  the  FAX-610  is  just  plain 
affordable.  Which  looks  good  on  paper, 
and  definitely  makes  plain  old-fashioned 
business  sense. 

The  Canon  FAX-610:  The  first  plain 
paper  facsimile  that's  plainly  for  everyone. 
And  that's  just  plain  extraordinary. 

*Based  on  CCITT  No.  1  Test  Chart 


Canon  U.S.A.,  Inc.,  Facsimile  Division 
PO  Box  5210,  Clifton.  New  Jersey  07015 1-800-OK  CANON 

□  Please  send  me  more  information  about  the  Canon  FAX-610 

□  Please  have  a  salesperson  contact  me 

4KFOR06026 

NAME 


Canon 

THE  FASTEST  WORDS  IN  BUSINESS  COMMUNICATIONS. 


"ZTvTn  plain 
\{PJ  PAPER 
JU  FACSIMILE 


non  

I — i  - — ,    Come  see  the  Canon 
^^^f  .      Sammy  Davis  Jr 
V  1    \^Jl  i  Greater  Hartlord  Open 

1_N^_^^  July  3-6,  or  watch 
otvisjo        ii  on  CBS  Television 


mond  Maria,  "who,  in  fact,  has  two 
vehicles." 

And  there  are  schemes  to  under- 
state benefit  obligations.  The  Depart- 
ment of  Labor  estimates,  for  instance, 
that  the  New  York  Carpenters  lost  $5 
million  in  benefit  payments  and  the 
International  Ladies  Garment  Work- 
ers maybe  $45  million  through 
schemes  that  enable  employers  to  re- 
duce payments  they  have  contracted 
to  make  to  the  benefit  plans.  The  gov- 
ernment recently  indicted  China- 
town's Leung  family,  which  hid  $3 
million  in  sewing  work  it  did  for  other 
garment  manufacturers  and  so  avoid- 
ed making  contractual  contributions 
to  the  ILGWU  benefit  funds. 

The  Department  of  Labor,  which  is 


supposed  to  oversee  the  financial  af- 
fairs of  U.S.  labor,  is  clearly  inade- 
quate to  the  new  burden  thrust  upon 
it  by  endemic  abuse  in  the,  adminis- 
tration of  benefit  funds.  It  doesn't 
even  have  a  firm  statistical  knowl- 
edge of  what  is  going  on.  Nearly  1 
million  5500  annual  report  forms 
flooded  into  the  department  in  1985, 
but  the  reports  don't  even  ask  for  in- 
formation on  subcontractors  who  pro- 
vide most  of  the  services.  The  IRS, 
which  processes  this  inadequate 
form,  takes  at  least  18  months  to  get 
the  job  done.  That's  so  close  to  the 
three-year  statute  of  limitations  on 
prosecutions  as  to  make  the  entire 
effort  nearly  worthless.  Nor  is  that  all. 
The  DOL  monitors  770,000  pension 


plans  and  2  million  welfare-bene: 
plans  with  only  250  enforcement  pe 
sonnel.  With  limited  computerize 
filing  and  retrieval,  the  departme, 
lacks  even  the  essential  tools  thi 
would  enable  it  at  least  to  identi 
anomalies  in  fund  management. 

Without  a  better  effort  at  the  D 
partment  of  Labor  and  at  the  Justii 
Department,  we  shall  reap  a  whn 
wind.  "Folks  will  get  into  trouble 
there  is  not  good  on-site  examinatic 
and  enforcement  arms,"  says  the  Ce: 
tral  States  Teamsters'  George  Lefc 
"You've  got  tens  of  billions,  hundrei 
of  billions  of  dollars  here,  one  of  tl 
largest  blocks  around,  and  it's  tl 
least-regulated  money  in  this  count: 
today."  ■ 


Social — and  antisocial — investing 


The  trusteeship  imposed  by  the  Labor  Department  in 
the  late  Seventies  on  the  Central  States  Teamsters 
Fund  may  have  brought  most  pension  fund  trustees  to  a 
sharper  sense  of  their  responsibilities,  but  violations 
persist. 

Probably  the  most  extraordinary  pension  fund  fraud 
in  recent  years  involves  former  New  Jersey  State  Sena- 
tor David  Friedland  and  the  trustees  and  officers  of 
Teamsters'  Local  701  of  the  Mid-Jersey  Trucking  Indus- 
try. It  was  the  second  time  around  for 
701.  In  1980  Friedland  and  his  father  had 
been  found  guilty  of  taking  $360,000  in 
kickbacks  on  a  loan  they  arranged  as  co- 
counsels  to  the  union.  This  time,  accord- 
ing to  the  indictment,  the  union  turned 
over  $20  million  in  fund  assets  to  the 
Omni  Funding  Group,  a  Florida  invest- 
ment company  Friedland  had  cooked  up; 
in  exchange  Omni  agreed  to  kick  back  to 
the  union's  officials  a  share  of  its  profits. 
Omni  proceeded  to  invest  in  a  series  of 
questionable  real  estate  ventures,  in- 
cluding some  already  bankrupt  or  in  de- 
fault and  others  about  to  become  so.  But 
no  one  worried  about  that.  Borrowers 

paid  15%  of  their  loans  into  an  escrow   

account  to  be  used  to  maintain  interest  payments  if  the 
borrower  could  not  do  so.  With  the  escrow  to  draw  on, 
the  money  rolled  in  all  the  same  for  a  while,  even  after 
$4.6  million  went  into  default.  In  the  end,  Omni  itself 
declared  bankruptcy,  but  by  then,  the  government 
charges,  Friedland  and  his  cohorts  had  walked  off  with 
over  $5  million. 

Friedland's  kickbacks  came  mostly  in  cash  or  in 
stock.  But  there  are  more  subtle  ways  to  reward  clients 
for  their  patronage.  One  investment  adviser  reportedly 
paid  off  his  union  clients  by  getting  them  in  on  the 
ground  floor  with  new  stock  issues  brought  to  market 
by  the  brokers  he  dealt  with.  In  New  York,  officials  of 
the  International  Longshoremen's  Association  were 
able  to  borrow  money  at  below-market  rates  from  New 
York  and  New  Jersey  banks  where  the  union  had  funds 
on  deposit 


APM  idc  World  Photo 


David  Friedland 
Once  burned.  . 


union  funds,  including  those  of  the  Provenzano  crime 
family's  Teamsters  Local  560,  admitted  in  court  that 
probably  two-thirds  of  his  accounts  and  commissions 
generated  by  them  would  follow  the  relatives  of  some  of 
his  major  customers  to  the  brokerage  firms  those  rela- 
tives worked  for — Nunzio  Provenzano's  son  Ross,  for 
instance,  who  moved  from  Tarica  &.  Co.  to  R.W.  Press- 
prich,  to  Philips  Appel  &.  Walden,  to  Prudential-Bache. 
Said  Sass:  "It's  good  business  to  do  business  with  your 
friends." 

In  the  Eighties,  pension  fund  abuse  has 
taken  a  more  ambiguous  form — greed 
masquerading  as  social  responsibility. 
Prodded  by  the  AFL-CIO  itself,  many 
unions  have  committed  their  resources 
to  what  is  often  called  social  investing — 
investment  designed  to  end  apartheid  in 
South  Africa,  for  example,  or  provide 
low-cost  housing  and  health  care. 

However  worthy  the  stated  objectives, 
the  results  may  be  no  different  from  fi- 
nancing Las  Vegas  casinos  or  resorts  in 
the  California  desert.  With  maritime 
jobs  hard  to  come  by,  why  not  finance  a 
bulk  carrier  or  two  and  put  people  to 

  work,  as  the  Marine  Engineers  Beneficial 

Association  tried  to  do?  Because  the  bulk  carrier  mar- 
ket collapsed,  and  the  union  not  only  generated  no  jobs 
but  probably  lost  a  boodle  for  the  fund.  Why  not  offer 
10%  mortgages  to  union  members  at  a  time  when  the 
market  was  around  15%,  as  Local  675  of  the  Operating 
Engineers  did  in  Florida?  Because  that  deprives  all  the 
fund's  beneficiaries  to  -benefit  a  few. 

Under  the  Employees  Retirement  Income  Security 
Act  (ERISA),  trustees'  fiduciary  obligations  are  clear — 
to  invest  "solely  in  the  interest  of  the  participants  and 
beneficiaries"  for  the  "exclusive  purpose  of  providing 
benefits  to  participants  and  beneficiaries." 

Insertion  of  social  issues  into  investment  decisions 
clearly  makes  the  Teamsters'  George  Lehr,  for  one, 
uneasy:  "In  all  cases,  we  have  an  obligation  to  get  the 
greatest  return  possible  for  the  funds'  participants,  and  at 
the  same  time  consider  these  other  questions.  But  social 


Martin  D.  Sass,  who  managed  nearly  $450  million  in    investment  can  go  too  far  in  funds  like  these."— J.C. 
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Whatever  you  need 


The  evolutionary 
architecture 
in  a  9800. 
Loosely  coupled 
processors, 
connected  by 
buses,  lei  you 
upgrade  in 
smaller  slices 
and  process 
taster. 


That's  quite  a  promise  for  a  conventional 
mainframe  to  keep. 

Luckily,  the  new  NCR  9800  is  anything 
but  a  conventional  mainframe. 

It's  an  evolution. 

HOW  TO  BUILD  AN  EVOLUTION. 


Communication 
Subsystem 


System 
Console 


The  secret  is  architecture. 

Inside  the  9800,  we  loosely  couple 
powerful  application  processors  (these  do 
the  work),  with  data  storage  processors 
(these  manage  the  work  flow). 

What  does  this  mean  to  you? 

Say  your  business,  like  most,  processes 
its  transactions  in  peaks  and  spurts.  A  9800 
can  handle  your  work  load  better  and  ensure 
quicker  response  than  a  conventional  main- 
frame of  comparable  power. 

You  see,  we  developed  a  special 
"system  memory"  for  your  most  frequently 
used  files.  And  all  the  processors  can  share 
these  files.  Automatically.  What's  more,  the 
processors  team  up-again,  automatically- 
during  these  peaks,  so  the  system  has  the 
agility  to  process  increased  work  loads,  when- 
ever they  occur. 

Sounds  simple,  but  conventional  main- 
frames can't  do  it  unless  someone  writes 
complicated  application  software. 

With  the  9800,  it's  part  of  the  system. 

So  the  computer  is  more  efficient,  more 
economical,  and  very  flexible. 

HOW  TO  GROW  A  MAINFRAME. 

The  9800  doesn't  have  to  be  upgraded 

in  large  pieces. 

It  grows  gradually,  the  way  a  business 

grows. 

You  start  with  the  power  you  need,  and 


then  you  can  expand  in  smaller  increments 
than  with  conventional  mainframes. 

You  can  even  add  job-specific  modules 
to  handle  specific  functions. 

IT'S  MORE  FAULT-TOLERANT 
THAN  YOU  ARE. 

Conventional  fault-tolerant  systems  work 
one  of  two  ways:  Either  by  doing  the  work 
twice,  which  is  unproductive,  or  by  using  a 
software  solution  that  slows  processing  down. 

We  invented  a  more  efficient  system. 

Set  up  a  9800  for  fault-tolerance  and,  if  a 
module  fails,  other  modules  take  over  while 
continuing  to  do  their  own  jobs. 

It'll  run  during  a  processor  failure.  Or  a 
software  failure. 

It'll  even  run  during  routine  maintenance 
or  upgrading. 

It's  built  with  32-bit 
VLSI  technology  that  has 
fewer  components  than 
conventional  technology. 

So,  the  chance  of  a 
failure  inside  the  9800 
is  very  slim. 

Because  if  something  isn't  there,  it  can't 


break. 


THE  REST 


The  9800  was  built  to  be  an  excellent  on- 
line transaction  processor  and  an  excellent 
general  purpose  processor. 

So  it  can  be  tailored  to  do  both  jobs  more 
economically  than  conventional  mainframes 

It's  also  an  open  system. 

And  it  uses  SNA  and  X.25  communica- 
tions, so  it  can  work  together  with  other 
computers  you  may  already  own. 

It  comes  with  popular  software  tools,  like 
SQL  and  MANTIS,™  and  with  C,  COBOL,  and 
BASIC  languages. 

And  you  have  a  choice  of  many  ready-to- 
run  solutions  for  business. 

And  that's  everything. 

Of  course,  to  remember  it  all,  you'd  have 
to  be  a  mainframe,  too. 

So,  you  only  have  to  know  two  things: 

It's  called  the  NCR  9800.  And  our  phone 
number  is  1-800-CALL-NCR. 


NCR980QTheewlution 
of  the  mainframe. 


NCR 


As  I  See  It 


An  outgoing  Commerce  Department  trade 
negotiator  explains  why  the  rising  yen  is 
unlikely  to  do  much  soon  to  calm  U.S.- 
Japanese trade  tension. 


"Everybody  plays 
in  trade" 


By  Marc  Beauchamp 

Businessmen  and  politi- 
cians banking  on  the 
dollar's  fall  against  the 
yen  to  resolve  our  trade  prob- 
lems with  Japan  will  get  cold 
comfort  from  outgoing  Com- 
merce Department  Counselor 
Clyde  Prestowitz.  "If  the  yen 
went  to  130,  it  might  have  an 
immediate  effect,"  Prestowitz 
tells  us  as  he  cleans  out  his 
desk  at  Commerce.  "But  the 
current  exchange  rate  [around 
160  yen  to  the  dollar]  isn't  go- 
ing to  have  much  effect  on  the 
trade  deficit.  The  Japanese 
may  invest  more  in  the  U.S., 
but  that  usually  means  assem- 
bly plants,  and  they're  import- 
ing the  parts.  And  beyond  the 
exchange  rate,  there  is  not 
much  you  can  do  short  term." 

In  matters  of  U.S. -Japanese 
trade,  Prestowitz  is  worth  lis- 
tening to.  Fluent  in  the  Japa- 
nese language  and  Japanese   

business  practices,  Prestowitz  ran  a 
consulting  and  trade  company  with  a 
Tokyo  office  from  1978  to  1981,  when 
he  joined  Commerce  as  one  of  the 
U.S.'  chief  trade  negotiators.  He 
helped  convince  the  Japanese  to 
change  their  telecommunications  law 
and  streamline  telecommunications 
equipment  standards,  and  to  accept 
U.S.  copyright  protection  for  comput- 
er software. 

But  mostly  Prestowitz,  now  44,  has 
watched  as  Japan's  trade  surpluses 
with  the  U.S.  ran  from  $18  billion  in 
1981  to  $49.7  billion  last  year.  Frus- 
trated, he  announced  his  resignation 


Former 
"We'll 


trade  negotiator  Clyde  Prestowitz 
muddle  through  somehow." 


in  late  April  and  will  soon  join  the 
Smithsonian's  Woodrow  Wilson  In- 
ternational Center  in  Washington, 
D.C.  to  write  a  book. 

Underlying  Prestowitz'  belief  that 
the  U.S.  will  continue  to  run  huge 
trade  deficits  with  Japan  is  his  convic- 
tion that  U.S.  trade  policy  is  ham- 
strung by  personalities  and  politics. 
Commerce  fights  the  State  Depart- 
ment, Congress  fights  the  Adminis- 
tration, and  everybody  scorns  the  U.S. 
Trade  Representative. 

"Virtually  everybody  in  Washing- 
ton plays  in  trade,"  complains 
Prestowitz.  He  adds:  "It's  awfully 


hard  to  get  a  consensus." 

He  nods  as  we  note  that  Trade  Rep 
resentative  Clayton  Yeutter,  whos 
office  is  supposed  to  watch  over  US 
trade  interests,  was  excluded  fror 
last  month's  Tokyo  summit. 

"The  office  of  the  U.S.  Trade  Repn 
sentative  is  a  coordinator, 
Prestowitz  says.  "It  samples  th 
views  of,  say,  the  Agriculture  Depart 
ment,  the  Commerce  Departmer 
and  the  State  Department.  Bo 
Strauss  was  the  strongest  UST 
we've  ever  had,  but  if  you  compai 
Strauss  at  his  strongest  with  the  Mir 
ister  of  MITI,  it  is  to  laugh." 

Prestowitz  points  to  the  current  ar 
tidumping  cases  against  Japanes 
semiconductor  manufacturers  as  a 
example  of  the  dangers  of  having  n 
taH)u„  coherent  trade  policy.  ' 
pushed  them  [antidumpin 
cases]  through  Washingto 
solely  to  get  leverage  to  neg( 
tiate  access  to  the  Japanes 
market.  According  to  Data 
quest,  Japan  will  become  th 
world's  number  one  chip  ma: 
ket  this  year,  and  if  U.S.  mam 
facturers  don't  have  a  signif 
cant  share  of  that  market,  the 
won't  have  the  volume  to  b 
competitive." 

While  defending  themselve 
against  Prestowitz'  chip  ant 
dumping  suits,  the  Japanes 
came  to  the  table  with  a  nc 
proposal.  "So  USTR  calls  i 
Commerce  and  State  and  e\ 
erybody  and  says,  'Now  whs 
do  we  do?'  And  [Commerc 
Undersecretary  Bruce]  Smai 
down  here  says,  'We  can 
compromise  on  the  dumpin 
cases.'  That  stops  the  who! 
process,  and  we  don't  go  an) 
where."  Rather  than  becomin 
a  lever  to  increase  U.S.  sales  i 

  Japan,    antidumping  woul 

simply  protect  U.S.  chipmakers. 

Worse,  the  bureaucrats  bicker  fc 
influence  and  media  access.  "We  \i 
Commerce]  are  constantly  having  t 
develop  position  papers  and  the 
hand  them  over  to  USTR,  and  the 
dance  off  into  the  spotlights  and  th 
press  conferences.  Either  you  don 
keep  very  good  people  here  at  Con 
merce  very  long,  or  the  good  guys  hei 
say,  'You  guys  at  USTR  want  some 
thing?  Do  it  yourself.'  And  they  [s 
Commerce]  sabotage  it." 

Not  that  bureaucrats  should  be  e> 
pected  to  do  everything.  "Take  tek 
communications,"  says  Prestowit; 
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A  M0PE5T  ANNOUNCEMENT. 


In  1985,  Metropolitan  Life  led  the 
industry  for  Group  Life  Insurance 
in  force. 

You  have  to  be  humble  when  you're 
number  one.  And  you  should  never  for- 
get how  you  got  there.  The  special 
service  you  offered,  like  flexibility  of 
funding  arrangements.  Or  the  innovative 


products  you  gave  them,  like  our  Total 
Control  Account? 

We  were  a  leading  provider  of  a 
most  popular  product,  Group  Universal 
Life  Insurance.  But  hard  work  is  why 
Met  Life  led  the  industry  in  1985. 

We  humbly  look  forward  to  a  re- 
peat performance  in  1986. 


GETMET.  ITPAY5. 

Metropolitan  Life 

TAT  and  affiliated  companies 


- 1986  Metropolitan  Life  Insurance  Company,  NY,  NY 


WOODSTOCK  <oi965  United  Feature  Syndicate.  Inc 


Hartmann  believes  there's 
nothing  basic  about  basic  black. 


Black.  It's  sophisticated.  Distinctive.  Elegant.  Smart  and  sleek. 
In  short,  anything  but  basic.  That  makes  it  the  perfect 
color  for  our  executive  business  cases,  already  available  in 
cordovan,  chestnut  and  belting  leather.  We  rest  our  case. 

hflrfewc 

We  don't  cut  corners.1" 


Send  for  a  list  of  your  nearest  Hartmann 
dealers.  Dept  6132  t  1986  Hartmann 
Luggage,  Hartmann  Drive.  Lebanon, 
Tennessee  37087 


Du  Pont  TEFLON' 

waler  &  slain  repeller 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


$35,000,000 

GIANT  GROUP,  LTD. 

7%  Convertible  Subordinated  Debentures  due  April  15,  2006 

(Interest  payable  April  15  and  October  15) 


Price  100% 

plus  accrued  interest  from  April  15.  1986 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  the  undersigned 
and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


i  Drexe!  Burnham  Lambert  Jefferies  &  Company,  Inc. 

INCORPORATED  r  J 


April  23.  1986 


"We  got  the  Japanese  to  change  the 
laws  and  reduce  the  number  of  stai 
dards.  We're  going  to  sell  them  moi 
gear.  But  the  trade  deficit  in  telecoir 
munications  will  grow,  not  shrink- 
not  because  we  failed  in  negotiation 
but  because  of  the  way  businesss  i 
done  in  Japan  and  the  difficulty  ou' 
siders  have  in  entering  Japan." 

The  brunt  of  Prestowitz'  messag 
falls  especially  on  those  who  believ 
U.S. -Japanese  trade  turbulence  can  h 
calmed  with  such  short-term  policie 
as  currency  intervention.  "The  agree 
ment  [at  the  Tokyo  summit]  on  moc 
erating  exchange  rates  is  positive, 
Prestowitz  allows.  "But  when  yoi 
have  a  surplus  of  very  cheap  capita 
and  there's  no  danger  your  company  i 
going  to  be  taken  over  by  some  jun 
bond  outfit  if  its  shares  drop  a  fei 
points,  it's  much  easier  to  take  th 
long-term  view.  If  you  get  into  a  slug 
ging  match  in  something  like  sem: 


"If  you  compare  our  stron- 
gest Trade  Representative 
to  the  Minister  of  MIT  I, 
it  is  to  laugh." 


conductors,  where  the  only  questio: 
is  who  can  spend  more  longer,  th 
Japanese  can  win  every  time." 

No,  Prestowitz  is  not  preachin 
doom  and  gloom.  "We'll  muddl 
through  somehow,"  he  says.  To  mak 
the  muddle  more  manageable 
Prestowitz  would  like  to  see  the  in: 
position  of  a  consumption  tax  (t 
stimulate  savings)  and  the  creation  c 
a  Department  of  Trade  &  Industry  t 
centralize  trade  policy. 

Most  of  all,  however,  Prestowit 
hopes  the  business  and  political  con: 
munities  will  acknowledge  that  rad: 
cal  shifts  in  the  global  economy  sine 
the  1950s  now  demand  a  compreher 
sive  reexamination  of  our  entire  atti 
tude  toward  trade.  Prestowitz  say: 
"Since  the  war  we've  been  the  leade 
of  the  free-trade  system.  But  we'r 
facing  a  kind  of  trade  relationshi 
with  countries  in  Asia  and  elsewher 
that  was  not  contemplated.  For  a  Ion 
time  the  sheer  dominance  of  the  U.S 
economy  allowed  us  to  accept  the  ui 
equal  trading  relationship.  But  as  w 
decline  relatively  in  weight  in  th 
trading  system,  we're  less  able  to  cai 
ry  the  costs  of  some  of  the  inequal 
ities  in  the  relationships." 

Academic  economists  and  Admin 
istration  free-traders  may  not  lik 
such  talk  from  a  seasoned  trade  negc 
tiator.  But  foolish  are  the  general 
who  ignore  the  daily  intelligenc 
from  the  trenches.  ■ 
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The  acquisition  of  art  is  itself  an  art. 


Only  one  bank  can  give  serious  collectors 
both  the  professional  art  market  advice  and  ready 
capital  they  require  —  Citibank  Private  Banking 
&  Investment. 

Our  unique  Art  Advisory  Service  is  just 
one  example  of  how  Citibank  Private  Banking 
&  Investment  can  meet  the  complex  and 


unusual  needs  of  the  successful  entrepreneur. 

In  major  cities  around  the  country,  our 
relationship  managers  can  respond  quickly 
and  confidentially  to  everything  from  lending 
against  illiquid  assets  to  portfolio  management 
to  administering  compli-  f\lTID  A  hiS&i 
cated  estates  and  trusts.  Of  I  IDMIM\%0 
PRIVATE  BANKING  &  INVESTMENT 


Fluent  in  the  ways  of  the  affluent™ 

libank.  NA  Member  FDIC 


"Mazda  is  known  rag 

FOR  BREAKING  NEW  GROUND'' 


Today  its  a  sports  car 
so  advanced  its  rear  wheels 

ACTUALLY  HELP  YOU  STEER 


the  concept  of  rear- wheel 
steering  leaves  you  a  little 
zzled,  you're  in  good  company. 
:ause  until  recently  even  the 
rld's  largest  automakers  con- 
ered  this  highly  sophisticated 
hnology  simply  a  theoretical 
ssibility.  Yet  in  designing  the 
v-generation  RX-7,  Mazda 
jineers  have  taken  a  major  step 
/ards  turning  that  possibility 
d  reality. 

For  beneath  the  RX-7's 
nning  shape,  you'll  find  the 
namic  Tracking  Suspension 
item.  Under  cornering  loads, 
5  unique  rear  suspension 
omatically  adjusts  rear  wheel 
mment  to  help  you  steer 
ough  turns.  The  result?  More 
le,  more  precise  handling, 
d  a  sports  car  that  responds 
four  commands  as  though  it 
i  anticipated  them. 

HAPING  THE  FUTURE  OF 
rHE  AUTOMOBILE-ONE 
NNOVATION  AT  A  TIME. 

As  remarkable  as  the 
namic  Tracking  Suspension 
stem  is,  it's  merely  one  expres- 
n  of  Mazda's  commitment  to 
tovations  in  technology. 

Innovations  like  the  rotary 
;ine— this  century's  only  new 
duction  automobile  power 
nt.  Others  had  explored  its 
relopment  before,  only  to 
ne  away  empty  handed.  But 
ough  six  years  of  patient 
earch,  Mazda  engineers 
ved  the  riddles  of  the  rotary. 
?n  continued  to  make  refine- 
nts  which  have  led  today  to 
at  may  be  the  ideal  sports  car 
ver  plant. 


TURN. 

Yet  a  still  higher 
level  of  rotary  engine 
sophistication  and 
performance  is  on  the 
horizon.  For  with  the 
recent  introduction 
of  the  experimental 
MX-03,  Mazda 
engineers  have  un- 
veiled the  world's 
first  three-rotor 
rotary  engine.  This 
advanced  two-stage-       ,  new 
turbocharged,  intir-  techn°l°S™ 
cooled  power  plant  produces  a 
remarkable  315  horsepower.  More 
than  some  pure  race-car  engines. 

And  to  help  tomorrow's 
drivers  handle  this  level  of  power, 
Mazda  engineers  have  also  en- 
dowed the  MX-03  with  a  revolu- 
tionary, electronically  controlled, 
speed-sensing,  4-wheel  steering 
system.  Providing  an  exceptional 
combination  of  high-speed  sta- 
bility and  unprecedented  low- 


Construction  of  Mazda's  new  $450  million 
plant  in  Flat  Rock,  Michigan  is  continuing 
on  schedule  with  equipment  already  being 
installed  in  the  paint  shop.  In  addition,  hir- 
ing procedures  have  begun  with  an  astound- 
ing 143,000  people  requesting  application 
forms  for  3,000 jobs.  Automobile  production 
is  scheduled  to  begin  in  the  fall  of  1987. 


Mazda  RX-7— a  combination  of  innovative 
produces  a  new  level  of  sports  car  performance. 

speed  maneuverability,  the  sys- 
tem represents  nothing  less  than 
a  quantum  leap  in  the  science  of 
vehicle  dynamics. 

TECHNOLOGY  DESIGNED 
TO  ENHANCE  THE  LIVES 
OF  THOSE  IT  TOUCHES. 

Over  the  years,  Mazda  has 
followed  many  paths  in  its 
pursuit  of  innovation.  Yet  the 
true  goal  of  this  pursuit  has  not 
simply  been  technology  for  its 
own  sake.  Instead,  Mazda's  goal 
has  been  to  develop  technologies 
that  will  enrich  people's  lives  by 
making  its  vehicles  easier  and 
more  fun  to  drive.  And  that's  one 
path  from  which  Mazda  will 
never  stray. 

For  a  free  copy  of  the  1985 
Mazda  Annual  Report  and/or 
your  choice  of  a  1986  RX-7,  626, 
323  or  B2000  product  catalog, 
write  to:  Mazda  Report /Catalog 
Offer,  Box  5960-CO,  Orange,  CA 
92668.  Or  call  this  toll-free 
number:  800-521-1055 


A  Canadian  showman  is  remaking  the  U.S. 
movie  house  industry  on  the  simple  con- 
cept that  theater  should  he  theater. 

Garth  Drabinsky's 
pleasure  domes 


Ron  WattVFirst  Light  Toronto 


Odeon's  Drabinsky  in  front  of  his  theater  at  Toronto's  Canada  Square 
ie&otng  experience  should  itself  be  part  of  the  attraction. 


By  Alex  Ben  Block 

F|  orbes  readers  of  a  certain  ag 
may  remember  when  going  b 
the  movies  meant  more  thai 
just  catching  the  latest  flick.  Did 
young  woman  not  grow,  shall  we  say 
warmer  when  her  date  paid  the  extr 
two  bits  each  for  seats  in  the  loge 
What  boy  did  not  feel  more  like  a  mai 
when  the  Roxy's  head  usher,  outfittd 
in  his  smart,  military-looking  uni 
form,  tore  up  his  tickets  and  intonec 
"And  for  a  selection  of  the  bette 
seats,  take  the  grand  stairway  to  you 
left."  A  75-cent  ticket  bought  th 
working  man  an  evening  under  gildei 
dome  ceilings  fit  for  Kublai  Khan.  Es 
cape  from  harsh  reality  began  as  sooi 
as  the  customer  passed  the  door. 

Speed  now  to  the  present.  You  ar 
in  the  Cineplex  Odeon  theater,  ii 
midtown  Toronto's  Canada  Square  oi 
fice  complex.  No  ordinary  late-20th 
century  movie  house,  this.  The  spa 
cious,  circular  art  deco  lobby  has 
polished  granite  floor  and  recesses 
lighting,  highlighted  by  a  thin  band  c 
neon  around  the  ceiling  dome 
Framed  paintings  and  posters  decc 
rate  the  walls.  To  the  left  a  charmin 
cafe  with  marble  tables,  jaunty  re> 
chairs,  thick  carpets,  pretty  girls  an 
their  dates  reading  the  papers,  sippin 
espresso  and  munching  croissan 
sandwiches  and  fresh  pastries.  Beyon 
is  a  choice  of  eight  first-run  films  i 
view  in  wide,  plushly  appointed  audi 
toriums  seating  150  to  325  people. 

Cost  of  admission  to  this  theatei 
as-theater:  $6,  highest  in  town — bu 
what's  an  extra  dollar  for  an  armful  c 
warm  girl  and  all  that  ambience? 

With  475  screens  in  Canada  and  66 
in  the  U.S.,  Cineplex  Odeon  has  rapid 
ly  become  one  of  the  largest,  and  mos 
profitable,  North  American  movi 
circuits.  The  man  behind  it  is  Gartl 
Drabinsky.  Now  37,  Drabinsky  wa 
only  9  when  Bogie  died.  But  he' 
building  a  screen  empire  on  a  percep 
tion  dating  to  the  1920s  and  1930s 
that  the  moviegoing  experienc 
should  itself  be  part  of  the  attractior 
Don't  look  for  hoi  polloi  in  Drabins 
ky's- theaters.  He  has  cut  bargain  mat 
inees,  group  discounts  and  some  dis 
counts  for  senior  citizens — not  be 
cause  he  is  an  ogre,  but  because  the 
don't  fit  with  the  fantasy. 

Drabinsky  was  the  first  to  charge  $i 
for  admission,  in  many  areas,  pricin, 
his  tickets  well  above  the  competi 
tion  in  all  markets  save  New  Yorl 
City  and  Los  Angeles.  "And  for  a  se 
lection  of  the  better  seats.  .  .  ." 

But  aren't  videocassettes  and  al 
those  TV  channels  blacking  out  mov 
ie  house  screens  across  the  land?  No 
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r  ie/fff  paper  from  4  separate  trays  ? 

lot  of  big  copiers  are  all 
im  and  no  brains.  Not 
lew  Sharp  SF-9500 
sole  copier, 
ve  it  an  original  and  it 
Dses  the  best  paper 
.  Is  your  copier  smart 
jgh  to  do  that?  y~ 

r 


Pick  the  paper  size  your- 
self and  the  Sharp  SF-9500 
decides  what  size  the  copy 
should  be.  Does  your  copier 
have  what  it  takes  to  do  that? 


Can  it  tell  a  bad  original  from  a  good  one? 

Does  it  automatically 
adjust  for  exposure?  Copy 
50  pages  a  minute?  Carry 
2550  sheets  all  at  once?  The 
Sharp  SF-9500  does. 


harp  Electronics  Corp. 


It  even  has  the  sense  to  turn 
itself  off  when  it  runs  out  of 
toner.  Does  yours? 


Can  it  give  you  a  choice  of  4  colors  ? 

One  last  question.  Do  you 
know  how  much  you  could 
save  your  company  by 
choosing  the  Sharp  SF-9500? 
Call  1-800-BE-SHARP  or 
your  local  Sharp  dealer  for  a 
price  our  competitors  don't 
have  the  guts  to  copy. 

Copiers,  Audio,  A/V  Equipment,  Banking  Systems, 
Broadcast  Cameras,  Calculators,  Cash  Registers, 
Computers,  Electronic  Components.  Electronic 
Typewriters,  Facsimile,  Medical  Products,  Microwave 
Ovens,  Televisions,  Vacuum  Cleaners,  Video  Recorders 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS  ™ 


Drabinsky's  screens.  The  VCR  is  kill- 
ing off  the  older  neighborhood  the- 
aters that  used  to  play  movies  on  sec- 
ond and  third  run.  Theatrical  distribu- 
tion is  now  mainly  a  business  of  first- 
run  only,  which  lends  itself  to  the 
kind  of  classier,  capital-intensive  the- 
aters Drabinsky  operates. 

When  Drabinsky  opens  a  new  the- 
ater, he  does  so  with  a  splashy  by- 
invitation-only  party,  usually  with  a 
few  celebrities  on  hand.  This  isn't  a 
movie  house.  This  is  a  happening. 

On  revenues  last  year  of  $123  mil- 
lion, Cineplex  Odeon,  which  trades 
on  the  Toronto  exchange  at  around 
$14,  earned  $9  million  (all  figures  in 
U.S.  dollars  at  current  rates  of  ex- 
change). By  the  end  of  this  year,  says 
Drabinsky,  revenues  will  exceed  $350 
million.  Return  on  shareholders'  eq- 
uity is  likely  to  exceed  1985's  32% — 
and  that  itself  was  more  than  double 
the  industry  average. 

Merrill  Lynch  predicts  that  by  1988 
Cineplex  revenues  will  exceed  $650 
million.  Current  cash  flow:  just  over 
$2  per  share. 

Drabinsky  has  caught  the  eye  of 
some  pretty  smart  backers.  Canada's 
Charles  and  Edgar  Bronfman,  and  as- 
sociated companies,  put  up  some 
money  and  now  own  just  under  16% 
of  the  stock.  New  York's  Odyssey 
Partners,  including  Leon  Levy  and 
Jack  Nash,  also  backed  him  but  re- 
cently sold  out.  Says  Roy  Furman,  of 
Furman  Selz  Mager  Dietz  &  Bimey, 
Cineplex  Odeon's  investment  banker: 
"A  lot  of  people  maintain  if  you  have 
the  right  movie,  it's  enough.  Garth 
knows  that's  a  great  misconception." 

Two  of  Hollywood's  smartest  busi- 
nessmen, MCA  Chairman  Lew  R. 
Wasserman  and  President  Sidney  Jay 
Sheinberg,  have  joined  the  circle  of 
Drabinksy  admirer-backers.  In  a  deal 
that  closed  May  23,  MCA  invested 
about  $75  million  for  one-third  of 
Cineplex  Odeon,  with  an  option  to 
buy  up  to  50%  for  another  $75  million 
(in  MCA  stock)  within  42  months — 
even  though  Canadian  laws  make  it 
impossible  for  MCA  to  exercise  ma- 
jority control.  MCA  has  already  made 
a  paper  profit  of  over  $55  million  on 
its  investment  and  is  likely  to  exer- 
cise its  remaining  options  early. 

Drabinsky,  whose  father  ran  a  mod- 
est air-conditioner  installation  busi- 
ness, has  always  been  a  hustler,  in  the 
positive  sense  of  the  word.  As  a  boy  he 
had  polio  and  was  confined  to  bed 
much  of  the  time  from  age  3  to  12. 
Chronically  overweight  and  burdened 
with  a  pronounced  limp,  he  nonethe- 
less became  a  student  leader  and 
champion  debater  in  bis  Toronto  liigh 
school,  a  brilliant  law  student,  a  pro- 


ducer of  various  stage  shows  and  later 
six  movies  (including  Tribute  with 
Jack  Lemmon),  none  of  which  did 
very  well  at  the  box  office.  He  made 
money  as  an  entertainment  attorney 
and  real  estate  investor  in  Toronto. 

In  1978  Drabinsky  hooked  up  with 
crusty "  Canadian  exhibition  veteran 
Nathan  Aaron  (Nat)  Taylor,  now  80, 
to  start  Cineplex.  Taylor  claims  to 
have  opened  the  world's  first  multi- 
ple-screen theater,  in  Ottawa  in  1948. 
He  wanted  to  build  theaters  with  a 
dozen  or  more  screens  in  each  but 
couldn't  find  backing. 

Drabinsky  came  in  with  a  little 
money  and  a  lot  of  energy,  and  the 
first  Cineplex  opened  in  a  Toronto 


Multiplex 


The  leading  North  American 
exhibitors  are  on  a  building 
binge.  These  new  theaters 
have  many  more  screens. 


□  General  Cinema  Corp. 

■  Cineplex  Odeon  Corp. 

□  United  Artists  Communications,  Inc. 

■  AMC  Entertainment,  Inc. 

□  Famous  Players 


1,400 


Number  of  screens 


79     '80    '81    '82    '83     '84    '85  '86 

Estimate. 


shopping  mall  in  1979,  playing  most- 
ly art  films.  Three  years  and  dozens  of 
screens  later,  they  opened  a  14-screen 
multiplex  in  Los  Angeles'  Beverly 
Center.  Confounding  the  experts,  the 
Beverly  Center  Cineplex  now  has  the 
highest  per-seat  return  of  any  U.S. 
theater,  according  to  Drabinsky. 

Despite  that  success,  Cineplex  was 
in  trouble.  The  distributors  weren't 
giving  Taylor  and  Drabinsky  first-run 
films  to  screen  in  Canada.  For  50 
years  Canadian  exhibition  had  been 
dominated  by  two  theater  chains — 
Gulf  &  Western's  Famous  Players  and 
independent  Odeon  Theaters. 
Charges  Taylor:  "Famous  Players  and 
Odeon  told  the  distributors  that  if 
they  gave  films  to  Cineplex  on  first 


run,  'We  won't  play  them.'  " 

Without  first-run  films,  Cinepl 
was  in  trouble.  In  1982,  when  D 
binsky  took  Cineplex  public  in  1 
ronto,  the  company  lost  about  $ 
million  on  revenues  of  about  $1* 
million.  Taylor  was  scared.  But,  D 
binsky  figured,  what  were  film  d 
tributors  compared  to  polio? 
slashed  Cineplex'  overhead  and  reli 
on  Pan  Canadian,  an  independent  d 
tributor  he  started  in  1979,  whi 
gave  Cineplex  at  least  a  few  films. 

Then  he  began  compiling  da 
showing  how  Hollywood  parceled  o 
movies  in  Canada  without  compe 
tive  bidding.  His  legal  training  helpe 
Drabinsky  passed  on  the  data  to  Car 
da's  Combines  Investigati 
Branch,  similar  to  the  U.S.  Justi 
Department's  antitrust  divisio 
In  December  1982  the  Canac 
ans,  always  unhappy  about  U. 
"cultural  imperialism,"  eager 
sued  the  Hollywood  distrib 
tors  over  their  Canadian  pra 
tices.  Six  months  later  the  di 
tributors  signed  a  consent  d 
cree  that  opened  films 
competitive  bidding. 

Those  were  rough  tactics,  b 
business  rarely  is  gentle.  "Son 
people  are  burned  by  his  [Di 
binsky 's]  brashness,"  says  C 
nadian-born  Al  Waxman,  wl 
plays  Lieutenant  Samuels  ( 
Cagney  &  Lacey.  "There's  no  se 
denial.  He  stands  up  and  say 
'Here's  what  I'm  doing.'  Th< 
he  does  it." 

At  this  juncture  luck  plays 
role  in  Drabinsky's  next  produ 
tion.  In  1982  the  controllii 
stockholder  of  the  Odeon  cha 
had  died.  His  heirs  couldr 
cope  with  competitive  biddii 
for  films,  and  Odeon  began  lc 
ing  money.  In  June  1984  Di 
binsky  acquired  Odeon  for 
bargain  $22  million,  only  $ 
million  cash.  That  quickly  added  2! 
screens  to  Drabinsky's  chain. 

With  665  of  its  1,140  screens  in  tl 
U.S.,  Cineplex  is  this  country 
fourth-largest  exhibitor  and  Canada 
largest.  Drabinsky  says  he  plans 
buy  or  build  hundreds  more  screens 
both  countries.  These  will  give  hi 
still  more  clout  with  distribute 
who  now  like  to  open  major  filn 
with  a  "wide  break" — that  is,  simv 
taneously  at  2,000  theaters — and  th< 
pull  out  quickly  if  box  office  receip 
disappoint. 

Drabinsky's  success,  remembe 
traces  beyond  financial  acumen  to  h 
showman's  instinct  that  moviegoei 
like  restaurant  clients  and  depai 
ment  store  shoppers,  come  to  be  e: 
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AT&T  IS  IN 

SPUR 
MOMENT 


ight  now,  you  can 
ck  up  your  phone 
id  set  up  a  crystal- 
ear  conference  call 
minutes. 

AT&T  ALLIANCE8 
econferencing  Service 
ikes  it  easy. 

You  need  no  special 
lipment  or  hookup.  Just  a 
ich-tone  telephone  with  a 
and  a  LI. 

Simply  call 
700+456-1000+andfol- 
f  the  step-by-step  recorded 
tructions.  They  go  like  this: 
Enter  the  total  number  of 

•  locations,  including 
it  own. 

Dial  the  first  number. 

•  United  States: 

!"□□□  +  □□□-□□□□ 

ernational: 

2E+ 


Country  Code  +  City  Code 
4-  Local  Number 


ien  the  party  answers,  press 
:o  add  them  to  the  call. 
Repeat  step  2  for  remaining 
•  telephone  numbers. 


(If  you  need  assistance,  press 
ED  for  an  operator.) 

4 To  add  yourself  to  the 
•  conference,  press  S. 

5 To  end  the  call, 
•  everyone  simply 
hangs  up.  \^ 

If  youd  like,  you  can 
have  an  operator  set  up 
the  call  for  an  additional  A 
charge.  Just  dial  ' 
1800  544-6363. 

Either  way,  you  pay  for 
ALLIANCE  Teleconferencing 
Service  only  when  you  use  it, 
with  charges  clearly  itemized 
on  your  monthly  bill. 

And  you  can  use  the 
service  24  hours  a  day,  7  days 
a  week. 

What's  more,  ALLIANCE 
Service  lets  you  talk  with  as 
few  as  2  or  as  many  as  58  other 
people,  almost  anywhere  in 
the  world. 

And  because  it  was  spe- 
cifically designed  for  tele- 
conferencing, it  gives  you 
crystal-clear,  distortion-free 
long  distance  connections. 


AT&T  ALLIANCE 
Teleconferencing  Service. 
Another  reason  why  AT&T 
is  the  right  choice. 

"Hold  on,  George,  Milt  and  Eric, 
while  I  add  on  Peter  in 
Poughkeepsie  and  Linda 
in  London!' 

For  more  informa  - 
I  tion,  talk  with  your 
account  executive  at 
1  \  AT&T,  or  any  one  of 
our  sales  specialists 
at  1 800  222-0400. 


AT&T 

The  right  choice. 


r 
i 


AT&T  ALLIANCE* 
Teleconferencing  Service  ' 
I  For  fast,  crystal-clear  conference  calls:  I 
0+700+456-1000 


36  AT&T  tAvailable  in  most  US  locations  Special  rates  apply 


Remarriage 


World's  most 
comfortable  suit- 
anywhere! 

Life  puts  you  over  the  hurdles  every 
day.  Grab  a  littie  comfort  with  the 
world's  most  comfortable  suit-the 

Sansabelt  Suit."  It's  the  only  suit  with 
the  famous  patented  waistband. 

You  get  legendary  comfort  plus  fine 
tailoring  and  rich  fabrics. 

SANS  BELT 

gjJAYMAR  RUBY.  INC. 

Michigan  City.  Indiana       ©  1986 


Back  in  the  1940s,  when  movies 
were  still  the  nation's  chief 
form  of  mass  entertainment,  the 
Justice  Department  ruled  that 
moviemakers  couldn't  own  movie 
theaters  and  vice  versa.  There  fol- 
lowed a  massive  restructuring  of 
the  film  business.  But  now,  slowly, 
the  production  and  exhibition  ends 
of  the  business  are  coming  back 
together  again.  MCA,  with  its  50% 
(including  options)  stake  in  Cine- 
plex  Odeon,  is  not  the  only  Holly- 
wood studio  returning  after  38 
years  to  the  film  exhibition  busi- 
ness. Last  September  Coca-Cola's 
Columbia  Pictures  paid  $19.9  mil- 
lion for  the  58%  of  New  York's 
Walter  Reade  theater  chain  it 
didn't  already  own.  In  early  May, 
The  Cannon  Group,  which  already 
owns  587  screens  in  Europe,  an- 
nounced plans  to  pay  up  to  $55 
million  (including  assumed  debt) 
for  Commonwealth  Theaters,  with 
425  screens  in  the  Midwest. 

Is  this  legal?  The  1948  Para- 
mount Consent  Decrees,  signed  by 
seven  Hollywood  studios,  prohibit- 
ed companies  that  made  movies 
from  showing  movies.  But  neither 


tertained  by  the  environment  as 
much  as  to  buy  the  goods.  That  is  why 
Drabinsky  gladly  spends  around  $2.75 
million  when  he  builds  one  of  his 
pleasure  domes,  as  against  $1.75  mil- 
lion for  a  no-frills  six-screen  theater. 
A  simple  principle:  Extra  in,  extra  out. 

"People  don't  just  like  coming  to 
our  theaters,"  says  Drabinsky.  "They 
linger  afterward.  They  have  another 
cup  of  cappuccino  in  the  cafe  or  sit 
and  read  the  paper.  We've  created  a 
more  complete  experience,  and  it 
makes  them  return  to  that  location." 

The  new  linkage  with  MCA  en- 
ables Drabinsky  to  push  his  theater- 
as-theater  concept  even  further.  In 
June  1987  Cineplex  and  MCA  will 
open  a  17-screen  complex  in  Univer- 
sal City,  Calif. — a  sort  of  cinema 
Bloomingdale's  offering  classic  and 
new  films.  Next  could  come  a  Canadi- 
an Universal  Studios  Tour,  modeled 
after  MCA's  highly  lucrative  Univer- 
sal Studios  tour,  using  Cineplex'  To- 
ronto International  Studios,  Canada's 
largest  production  facility.  Drabinsky 
denies  he  intends  to  move  his  whole 
operation  to  the  U.S.  but  does  say  he 
will  list  Cineplex  Odeon  on  a  major 
U.S.  stock  exchange  later  this  year. 

You  don't  move  this  fast  without 


MCA  nor  Columbia  owned  the 
aters  at  the  time  and  so  did  not  sign 
the  decree.  Cannon  Group  is  a 
newcomer  and  also  didn't  sign. 

The  studios  argue  that  by  own- 
ing theaters  they  can  guarantee  the 
highest  quality  presentation  of 
movies,  the  key  to  luring  people 
away  from  their  TV  sets  and  VCRs 
and  back  to  theaters.  Frank  Man- 
cuso,  chairman  of  Paramount  Pic- 
tures, says  the  studios  want  in- 
creased control  over  not  just  the- 
aters but  pay  TV,  home  video  and 
broadcasting  as  well.  "What  you're 
seeing  is  an  ongoing  return  to  verti- 
cal integration,"  says  Mancuso. 

But  going  back  into  theaters 
would  require  Paramount  and  oth- 
er studios  to  somehow  void  the 
1948  consent  decrees.  Could  that 
be  done?  Absolutely,  says  Jack  Va- 
lenti,  president  of  the  Motion  Pic- 
ture Association  of  America.  Va- 
lenti  says  his  group  was  recently 
told  by  U.S.  Justice  Department  of- 
ficials that  the  1948  consent  de- 
crees are  outdated,  and  if  anyone 
spends  the  money  to  challenge 
them,  the  antitrust  division  won't 
argue.  Times  change. — A.B.B. 


courting  trouble,  and  Drabinsky's 
current  trouble  comes  from  the  ally 
that  helped  him  beat  the  Hollywood 
distributors  in  1982:  the  Canadian 
government.  A  recent  federal  task 
force  report,  endorsed  by  Ottawa's 
Federal  Communications  Minister, 
called  for  a  Canadian  takeover  of 
movie  distribution  and  worried  about 
integration  of  film  production,  distri- 
bution and  exhibition  facilities — a 
thinly  veiled  attack,  in  short,  against 
Drabinsky.  Cineplex'  recent  lawsuit 
against  Paramount  Pictures  over  Ca- 
nadian distribution  rights  to  films 
from  the  new  De  Laurentiis  Enter- 
tainment Group  can  only  call  even 
more  attention  to  Drabinsky's  grow- 
ing power  in  distribution  as  well  as 
exhibition.  Drabinsky,  who  has  called 
for  increased  Hollywood  investment 
in  Canadian-theme  movies,  retorts: 
"The  envy  and  jealousy  is  something 
that  always  prevails  in  small-minded 
people,  maybe  more  so  in  the  Canadi- 
an context  because  of  the  relative  in- 
security of  the  country." 

Talk  like  that  won't  make  Dra- 
binsky popular  with  Canada's  cultur- 
al elite.  But  they'll  still  come,  sip  cap- 
puccino, chat  and  catch  a  flick  in 
comfort,  complaining  all  the  while.  ■ 
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Own  your  trucks  and 
you'll  depend  on  a  local  garage 
or  dealership  for  service.  You 
wont  be  able  to  predict  costs, 
downtime,  and  your  delivery 
schedules  may  suffer. 

Own  your  own  shop  and 
by  the  time  you've  finished  man- 
aging, staffing  and  equipping  it, 
you're  in  the  trucking  business, 
which  isn't  necessarily  where 
you  want  to  be. 

That's  why  you  should  rely 
on  Ryder. 

Because  we  offer  two  ways 
to  help.  Ryder  Programmed 
Maintenance  for  those  who 
choose  to  own  or  finance-lease 
their  fleet.  Or  Ryder  Mainte- 
nance as  part  of  a  Full-Service 
Lease.  Either  way,  we  handle 
everything  involved  in  keeping 
your  vehicles  on  the  road. 


You  get  fuel  at  below 
retail,  oil,  lubricants,  parts  and 
24-hour  service.  We  even  extend 
our  liability  insurance  coverage 
to  lease  customers  and  provide 
substitute  vehicles  to  help  keep 
all  your  deliveries  on  time.  And 
to  top  it  off,  your  trucks  are 
maintained  by  the  best  person- 
nel in  the  industry:  Ryder  Cer- 
tified Mechanics. 

So  whether  your  operation 
is  large  or  small,  whether  you 
want  us  to  handle  your  trans- 
portation operation  completely 
or  just  your  maintenance,  Ryder 
can  help. 

Call  Ryder  today  at  1-800- 
446-5511.  Because  Ryder  thinks 
truck  maintenance  is  none  of 
your  business.  It's  ours. 

[Si  RYDER.THE  RIGHT  MOVE. 

A  Ryder  System  Company. 

©Ryder Truck  Rental  Inc..  1986 


In  the  National  Football  League,  clubs  always  search  for  a  competitive  edge. 
i  their  choice  of  plays.  And  in  their  choice  of  players.  "In  choosing  a  league- wide 
omputer  system,"  says  John  Schoemer,  NFL  Treasurer  and  CFO,  "we  looked 
;>r  a  vendor  who  could  provide  the  instantaneous,  controlled  and  secure  com- 
lunications  we  needed.  A  communications  network  that  helps  keep  clubs  com- 
etitive  by  making  information  available  to  each  one  simultaneously.  Digital  came 
ut  on  top." 

At  NFL  headquarters,  Digital  computers  store  such  up-to-the-minute  data  as 

WBy  tii  4  A  communications 


|;| !  J     network  to  give  all  28 

NFL  clubs  instantaneous 
information  on  more  than 


irlftS!?  two  thousand  players!5 

Dday's  complex  player  contracts,  their  complete  performance  stats  and  their 
vailability  Clubs  can  access  it  all  via  their  own  Digital  computers.  "Digital  Field 
ervice  teams,"  notes  Mr.  Schoemer,  "are  already  linking  clubs  onto  the  network." 

According  to  Mr.  Schoemer,  Digital's  style  of  computing  excelled  in  the  three 
reas  most  crucial  to  the  NFL.  "For  communications,  an  open-ended  growth  path 
nd  an  abundance  of  available  software,  there  was  one  clear  winner  -  Digital. 

To  get  your  competitive  advantage  now,  write  to: 
)igital  Equipment  Corporation,  200  Baker  Avenue,  West 
loncord,  MA  01742.  Or  call  your  local  sales  office. 


ta 


D 


Mgital  Equipment  Corporation  1986  UiKit.il  and  the  Digital  logo  are  trademarks  of  Digital  Equipment  Corporation. 
JFL  Properties,  Inc.  1984. 


The  Up  &  Comers 


Stars 


Sometimes  you  find  the  best  companies  are 
created  not  for  profit  but  for  love.  Such  is 
the  case  with  Dr.  Bernard  Salick  and  his 
Salick  Health  Care,  Inc. 


A  personal  affair 


By  Ellen  Paris 


Revolutionaries,  Joseph  Con- 
rad  observed,  are  motivated 
less  by  ideology  than  by  a 
sense  of  personal  grievance.  The  same 
could  probably  be  said  of  many  entre- 
preneurs. It  can  certainly  be  said  of 
Dr.  Bernard  Salick,  founder  and  chair- 
man of  Beverly  Hills-based  $13  mil- 
lion (revenues)  Salick  Health  Care. 

In  1983  Salick's  daughter  Elizabeth, 
then  6,  was  diagnosed  as  having  bone 
cancer.  Grief-stricken,  Salick  began 
asking  about  different  treatment  facil- 
ities. The  one  mentioned  most  fre- 
quently was  New  York 
City's  Memorial  Sloan-Ket- 
tering,  where  cancer  patients 
can  receive  chemotherapy  on 
an  outpatient  basis  rather 
than  in  the  hospital.  That 
seemed  to  Salick  like  a  less 
disruptive  way  to  treat  can- 
cer— particularly  for  a 
child — than  hospitalization. 

But  Salick  then  discovered 
that  at  Sloan-Kettering,  as  at 
other  hospitals  and  federally 
designated  cancer  centers 
with  outpatient  programs, 
the  doors,  essentially,  were 
open  only  8  to  5,  Monday 
through  Friday.  Even  depart- 
ment stores  kept  better 
hours  than  that.  If  a  patient 
could  still  %vork  or  attend 
school?  Toe  bad.  The  patient 
would  have  to  change  his  or 
her  schedule  for  the  staff's 
convenience.  Any  complica- 
tions at  night  or  on  week- 
ends generally  had  to  be  han- 
dled at  the  local  emergency 


room  by  doctors  who  were  not  cancer 
specialists. 

Salick,  now  46,  was  at  the  time 
operating  24-hour-a-day  kidney  dialy- 
sis treatment  centers.  As  physician, 
businessman  and  parent,  he  saw  an 
obvious  extension  of  his  dialysis  work 
into  the  cancer  treatment  field. 

"Most  patients  prefer  to  be  at  home 
with  their  families  if  they  can,"  says 
Salick.  "I  know  from  personal  experi- 
ence. Both  [cancer  and  kidney]  dis- 
eases are  chronic  and  require  sophisti- 
cated care,  so  it  makes  sense  to  run  a 
24-hour  outpatient  operation." 

In  December  1984  Salick  signed  an 


Dr.  Bernard  Salick 
Around-the-clock  cancer  care. 


agreement  with  Los  Angeles'  presti- 
gious Cedars-Sinai  Medical  Center  to 
operate  and  develop  an  around-the- 
clock  outpatient  cancer  center.  In  July 
1985  Salick  took  over  Cedars'  existing 
radiation  therapy  department  and  in- 
terim space  for  chemotherapy,  lab, 
pharmacy  and  support  services.  He 
used  Cedars'  equipment  and  hired  its 
staff.  He  also  hired  as  medical  director 
Dr.  Gerald  Rosen,  who  had  been  in 
strumental  in  developing  the  day-care 
program  at  Sloan-Kettering. 

Demand  was  so  great  for  his  new 
service,  Salick  also  recently  signed  a 
50/50  joint  venture  with  Beverly 
Hills-based  American  Medical  Inter 
national,  Inc.  to  develop  at  least  three 
cancer  center  networks.  The  first  will 
be  at  AMI's  Parkway  Regional  Medi- 
cal Center  in  Miami  and  at  North 
ridge  Hospital  in  Fort  Lauderdale.  Af 
filiated  smaller  centers  will  be  built  at 
five  of  AMI's  community  hospitals  in 
nearby  towns  like  Palm  Beach  and 
Hialeah.  Salick  says  he  is  able  to  at- 
tract top  doctors  to  his  centers  by 
offering  offices,  examination  rooms 
and  specialized  staff  at  a  minimal 
cost,  no  small  inducement  to  hard- 
pressed  private  practitioners,  for 
whom  it  would  cost  around  $750,000 
to  purchase  one  CAT  scan  machine. 

Salick  and  AMI  split  the  costs  of 
setting  up  the  centers  and  split  the 
profits  evenly.  In  addition,  Salick  re- 
ceives a  management  fee.  Patients 
pay  Salick  as  little  as  $25  for  each  use 
of  the  center;  the  fee  includes  the  ser- 
vices of  an  on-site  psychiatrist,  social 
worker  and  dietitian.  Patients  also 
pay  for  lab  tests,  drugs,  radia- 
tion treatments,  chemo- 
therapy and  prostheses.  Sa- 
lick estimates  that  a  serious- 
ly ill  patient  who  comes  in 
40  to  80  times  a  year  can  run 
up  annual  bills  ranging  from 
$50,000  to  $225,000,  depend- 
ing on  the  type  of  cancer  and 
treatment  required.  In  most 
cases  those  boggling 
amounts  are  covered  by  in- 
surance. In  fact,  the  carriers 
usually  prefer  outpatient 
treatment  because  it  helps 
contain  high  medical  costs. 
As  Dr.  Vincent  DeVita,  di- 
rector of  the  National  Cancer 
Institute,  recently  put  it: 
"Freestanding  cancer  centers 
may  be  the  missing  ingredi- 
ent in  cancer  treatment." 

Now  Salick  hopes  to  estab- 
lish outpatient  cancer  treat- 
ment centers  at  other  major 
teaching  hospitals  in  metro- 
politan areas,  along  the  Ce-' 
dars-Sinai  line.  "We  come  in 
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IHI  lOk  I  "l^^m^^l  l^  A  lot  of  engineering 
I  KJ\Z  WUI  I  I  IvJI  I  calls  itself  Gentian. 

•  •  •   To  appreciate  the 

jnqineennq  is  a  seessSs 

\J  f     -     .  V/  look  at  the  1986 Vs 

>eautifu  thina 

rwv^ Wl  11  Wl  1 1  111  "M  Sedan.  Its  fuel- 
vjv .      |_       I  ^1  in  jected^^ngine,  designed 

Dn^MOIfl  for  Autobahn  driving,  has  5 
^v/l  IV^IVJ*  cylinders.  Result:  It  runs 
100  th  and  quiet  and  delivers  all  the  power  you'll  need. 
The  Quantum  GL  Sedan  has  a  patented  track-correct - 
j  rear  axle.  Result:  Improved  road  handling  on  curves. 
Our  engineers  also  gave  the  Quantum  GL  stretch-out 
ominess  and  luxurious  appointments.  Then  they  finished 
vith  an  attention  to  detail  that  was  positively.. .well, 
3rman.  And  after  all  that,  they  did  one  thing  more: 

^1^!)!^?  Introducing  the  1986 V2 

*  ^de'ifdrle.W  Ouamum  gL  Sedan. 


"You  know,  we  have  5,0 


Agency  Group 

Net  Written  Premium  per  Agent 


 1 

1981  $169,507 

1985 

$399,972  j 

Agents 

1981 

10,619 

1985  *,bTZ 

It  wasn't  an  easy  decision.  Shrink  our 
independent  agency  network  by  more 
than  fifty  percent.  And  say  goodbye  to 
$264  million  in  property/casualty  pre- 
miums as  a  result. 

But  we  saw  in  the  early  1980s  that 
Continental  needed  fewer,  stronger 
agents.  We  also  needed  more  distribu- 
tion channels. 

These  needs  became  our  key  to  a 
whole  new  strategy  for  future  growth. 


The  strategy  is  working.  Today  we 
have  developed  close,  long-term  tie 
with  a  handpicked  group  of  profit- 
oriented  agents.  We  supply  them  wi 
the  sort  of  assistance  in  marketing,  a 
mation,  finance  and  training  that  he 
them  be  more  competitive. 

In  turn,  they  provide  us  with  a  big 
share  of  their  best  business.  In  fact, 
we're  getting  more  premium  reveni 
less  cost,  from  this  smaller  agency  f< 


er  agents  now  than  in  1981." 


3  were  five  years  ago-a  trend  that 

ect  will  continue. 

e  also  opening  new  distribution 

■Is,  such  as  financial  institutions, 

'er  groups,  and  associations,  to 

nent  our  refocused  agency 

k. 

ave  made  other  changes  in  keep- 
i  our  new  corporate  strategy, 
xganizing  our  resources  to  better 
ational  insurance  brokers  and 


otographed  at  Continental's 
world  headquarters  in  New  York  City's 
financial  district. 


their  customers,  expanding  our  life  and 
health  business,  and  developing  new 
products  and  services  for  promising 
niche  markets. 

We  believe  today's  Continental  has  . 
the  future  covered.  To  learn  more,  ask 
for  our  latest  annual  report.  Write  to 
The  Continental  Corporation,  Department 
RC,  Corporate  Communications, 
180  Maiden  Lane,  New  York,  New  York 
10038.  Or  telephone  (212)  440-7747. 


continental 
Insurance. 

We  have  the  future  covered.' 


.1 


sieve  Leorur 


Accel  Telecom  Partners'  Dixon  Doll 

"The  hottest  area  in  telecommunications  today. 


and  put  up  all  the  money  and  bring  in 
the  latest  state-of-the-art  equipment, 
work  with  their  staff  and  integrate  our 
own  specialists,  and  they  get  a  share 
of  the  profits  at  no  risk,"  says  Salick, 
adding:  "In  an  academic  institution,  a 
cancer  center  is  a  great  fundraising 
tool." 

Last  year  Salick  decided  to  build  a 
$12  million  freestanding  cancer  cen- 
ter on  the  campus  of  Cedars,  with  its 
own  entrance.  To  raise  the  money,  he 
sold  35%  of  the  company  to  the  pub- 
lic in  March  1985,  for  around  $15  mil- 
lion. The  stock,  which  went  out  at  14, 
rose  to  23,  split  3-for-2  last  August 
and  has  since  pulled  back  to  \9Vi  on 
the  old  stock,  13  adjusted. 

For  its  fiscal  year  ending  Aug.  31, 
earnings  were  $1.5  million  on  sales  of 
$13.3  million.  For  six  months  ended 
Feb.  28,  earnings  were  $1.1  million  on 
revenues  of  $9.2  million. 

Salick's  2.8  million  shares  are  cur- 
rently worth  around  $36  million. 

But  remember,  this  venture  was 
born  more  for  love  than  for  profit. 
Bernard  Salick's  office  is  filled  with 
pictures  of  his  three  children.  One 
shows  his  daughter  Elizabeth,  now  9. 
She  has  lost  a  leg,  but  she's  riding  a 
horse.  Today,  she  has  completed  her 
treatment.  Her  father  says,  "She  is 
doing  fine,  absolutely  fine." 


The  Up  &  Comers 


Ideas 


With  too  much  venture 
money  chasing  too  few  deals, 
funds  specializing  in  one 
industry  may  fare  better. 

Networking's 
networker 


By  Geoffrey  Smith 

Vultures  may  be  circling  over  the 
high-tech  venture  capital  battle- 
field, but  there  still  are  those  who 
dream  of  backing  another  Rolm 
Corp.,  which  sold  to  IBM  for  $1.2  bil- 
lion in  1 984.  Venture  capital  is  matur- 
ing, not  retreating. 

One  capitalist  hoping  to  back  Son  of 
Rolm  is  telecommunications  consul- 
tant Dixon  Doll.  Doll,  43,  brings  to 
the  table  $65  million — all  targeted  for 


telecommunications  ventures — and  a 
strong  belief  that  specialized  venture 
capital  funds  like  his  will  become 
more  common  as  the  rate  of  techno- 
logical change  accelerates. 

"The  traditional  generalist  ap- 
proach no  longer  works,"  he  argues. 
"Telecommunications  may  be  one  of 
the  two  or  three  biggest  industries  in 
the  country  by  the  year  2000.  By  defi- 
nition that  will  attract  a  crowd  and 
put  a  premium  on  having  a  lot  of 
industry  expertise  and  contacts." 

Doll  earned  his  Ph.D.  in  electrical 
engineering  at  the  University  of 
Michigan  in  1969.  He  then  spent  eight 
years  teaching  at  IBM's  elite  Systems 
Research  Institute  in  Manhattan.  An 
energetic  man,  he  was  acting  as  a  full- 
time  telecommunications  consultant 
at  the  same  time. 

By  1980  Doll  had  taken  some  of  his 
consulting  profits  and  begun  invest- 
ing in  promising  telecommunications 
startup  companies,  putting  around 
$250,000  in  each.  Among  those  in- 
vestments: Bridge  Communications 
(which  makes  software  to  link  dis- 
similar devices  on  local  area  net- 
works), Network  Equipment  Tech- 
nologies (integrated  voice,  video  and 
data  communications  for  wide  area 
networks)  and  Doelz  Networks  (wide 
area  network  data  communications). 

'Network  management,"  says  Doll 
of  his  portfolio,  "is  the  single  hottest 
area  in  telecommunications  today." 

On  deal  after  deal,  Doll  found  him- 
self running  into  James  Schwartz  and 
Arthur  Patterson,  veterans  of  Citicorp 
Venture  Capital  and  Fred  Adler's  Ad- 
ler  &  Co.,  who  now  have  their  own 


$72  million  venture  pool  called  Acce 
(a  reference  to  musical  parlance  fo 
"pick  up  the  pace"). 

After  Morgan  Stanley  took  Bridgi 
Communications  public  in  Apri 
1985,  and  with  Network  Equipmen 
already  booking  $17  million  worth  o 
business  for  fiscal  1986,  Doll 
Schwartz  and  Patterson  decided  t< 
join  forces.  Their  vehicle:  Accel  Tele 
com  Partners  of  New  York.  Twi 
months  ago  Doll  raised  another  $4( 
million  from  backers  including  thi 
pension  funds  of  Dow  Chemical,  thi 
State  of  Michigan,  Citibank,  AT&T 
GTE,  and  corporate  investors  Bell  At 
lantic,  U.S.  West,  Northern  Telecon 
and  Hasler  of  Switzerland. 

Which  entrepreneur  will  get  thi 
friendliest,  which  the  frostiest,  hear 
ings  from  Doll?  "We're  trying  to  sta; 
away  from  the  commodity  segment 
like  modems,  PC  peripherals,  micro 
computer  software,  disk  drives,  basii 
telephone  equipment,  low-end  ke^ 
systems,"  Doll  says.  If  he  has  it  right 
dozens  of  such  hardware-oriente< 
companies  as  Paradyne,  General  Da 
tacom,  Micom,  Seagate  Technologies 
and  Tandon  are  in  for  more  rougl 
sailing  in  the  years  ahead. 

Then  what  is  Doll  looking  to  back 

"We're  looking  for  things  like  soft 
ware  that  will  run  on  many  differen 
computers  in  a  company  network,  ad 
dressing  one  machine's  incompatibil 
ity  with  another,"  says  Doll.  "Also 
the  business  machines  and  PBXs  ii 
most  offices  were  not  designed  for  thf 
really  high  speeds  that  transmissioi 
facilities  integrating  voice,  data  an( 
video  must  have.  One  of  our  portfolic 
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Naisbitt 


High  Tech  meets  High  Touch  in  a  perfectly 
reproduced  color  copy.  And  that  is  the  beauty  of 
Toshiba  digital  technology 

Digital  technology  allows  the  microprocessor 
in  Toshiba's  full  color  copier  to  continuously  monitor 
the  printed  image.  So  nothing  can  be  lost  in  trans- 
mission. Yet  the  copier  controls  are  so  simple,  you 
get  top-quality  copies  the  very  first  time  you  use  it. 

Digital  technology  enhances  every  product  we 
create.  From  medical  equipment  to  home  electronics, 
office  automation  to  heavy  electric  equipment. 

Over  100  years  of  technological  innovation  has 
made  Toshiba  the  ninth  largest  electric  and  electron- 
ics manufacturer  in  the  world.  Creating  products 
that  improve  the  quality  of  our  lives. 

That  is  the  challenge  of  tomorrow. 

A  Megatrend. 


In  Touch  with  Tomorrow 

TOSHIBA 


The  Up  &  Comers 


Lessons 


Ready  to  ask  venture  capitalists  into  you 
company?  First,  read  the  following. 

The  unacceptable 
face  of  venture 
capitalists 


investments  [Phoenix  Telecom,  of 
Rochester,  N.Y.]  has  a  set  of  software 
products  that  will  be  used  by  the  Bell 
operating  companies  and  indepen- 
dents to  keep  track  of  their  trouble- 
shooting histories,  their  cable  records 
and  things  like  that." 

Note  that  Doll  is  looking  for  tele- 
communications software  products 
that  solve  an  existing  problem  and  so 
would  have  a  realistic  chance  of 
quickly  winning  market  acceptance. 
True,  backing  such  products  amounts 
to  betting  on  upstarts  competing  in 
the  no-man's-land  between  IBM  and 
AT&T.  But  Doll  sees  only  opportuni- 
ty in  that  apparently  dangerous  ter- 
rain, in  part  because  he  sees  no  clear 
winner  yet  in  the  struggle  between 
the  giants.  Doll  believes  that  as  the 
boundaries  between  their  traditional 
industries  disappear,  both  companies 
are  finding  it  difficult  to  adjust  to  a 
rapidly  changing  marketplace  and  are 
thus  creating  niches  for  quick-witted 
entrepreneurs. 

"AT&T  is  trying  to  add  voice  fea- 
tures to  the  PC  and  link  it  up  to  the 
PBX,  where  they're  strong,"  says  Doll. 
"But  I  am  told  they  lost  anywhere 
from  $700  million  to  $1  billion  in 
customer  premises  equipment  last 
year.  Now  they've  started  offering 
long-distance  discounts  with  the  pur- 
chase of  their  PC."  (AT&T  declines  to 
comment.) 

Not  that  IBM  has  fared  much  bet- 
ter. "There  are  estimates  that  they 
lost  tens  of  millions  in  Rolm  because 
AT&T  has  started  a  price  war  to  buy 
back  market  share.  What  IBM  really 
bought  in  Rolm  was  expertise  in  voice 
communication. 

"In  the  next  few  months  you're  go- 
ing to  see  unusual  things  like  tele- 
communications joint  ventures  put- 
ting their  [IBM's]  name  on  other 
companies'  equipment  just  as  they 
did  in  PCs,  and  for  the  same  reason: 
They  are  late.  There's  a  long  history  of 
things  they  have  not  done  a  good  job 
at  in  the  field,  like  PBX." 

Responds  an  IBM  spokesman:  "We 
don't  break  out  results  for  Rolm.  But 
telecommunications  is  a  highly  com- 
plex field  and  PBX  is  only  one  part  of 
it.  We  have  chosen  to  focus  on  items 
like  local  area  networks,  modems,  all 
kinds  of  controllers,  network  manage- 
ment, all  kinds  of  software." 

Could  an  entrepreneur  really  hope 
to  start  another  Rolm  today?  "Defi- 
nitely," replies  Doll,  not  at  all  reluc- 
tant to  do  a  little  self-promotion,  "if 
he  picked  unmet  customer  needs  and 
came  to  people  like  ourselves." 

In  other  words,  venture  capital  is 
not  backing  off.  It  has  just  become 
more  selective. 


By  Phyllis  Herman 

IF  VENTURE  CAPITALIST  Dixon  Doll 
(see preceding  story )  has  heated  your 
entrepreneurial  juices  to  the  point 
where  you're  thinking  of  quitting  that 
salaried  job  and  starting  up  something 
of  your  own,  the  following  cautionary 
tale  will  come  in  handy.  It  is  about  a 
young  Silicon  Valley  entrepreneur 
who  has  founded  two  companies.  The 
second  is  doing  very  well,  thank  you. 
But  in  the  first,  his  venture  capitalist 
backers  kicked  him  out  after  four 
years  on  the  job,  and  with  scant  re- 
ward for  his  troubles. 

The  entrepreneur  in  question  is 
Gordon  Campbell,  now  42.  In  1981 
Campbell  quit  as  head  of  marketing  at 
Intel  to  start  Seeq  Technology,  maker 
of  state-of-the-art  electronically  eras- 
able read-only  memory  chips 
(EEROM).  Campbell  launched  Seeq 
with  money  from  San  Francisco's 
Kleiner  Perkins,  a  group  of  well-re- 
garded venture  capital  partners  that 
also  backed  such  winners  as  Genen- 
tech  and  Compaq. 

Despite  product  delays  caused  in 
part  by  Intel's  lawsuit  against  Camp- 
bell and  Kleiner  Perkins  (eventually 
settled  out  of  court),  Seeq  went  public 
two  years  later.  Campbell's  shares 
were  worth  about  $2.7  million.  By 
October  1984,  when  the  venture  part- 
ners forced  Campbell  out  and  Camp- 
bell was  legally  able  to  unload  his 
shares,  they  were  worth  $750,000. 

What  happened?  That  depends  on 
whom  you  listen  to.  One  thing  that 
rubbed  his  backers  the  wrong  way  was 
Campbell's  freewheeling  style.  He 


Chips  founder  Gordon  Campbell 
No  more  small  slices. 


liked  to  throw  lavish  Christmas  pa 
ties  for  his  workers,  for  example,  con 
plete  with  entertainers  like  Ra 
Charles.  The  Kleiner  Perkins  fellov 
thought  Campbell  was  playing  a  b 
too  freely  with  their  money,  especia 
ly  when  the  company  was  late  gettir 
its  product  into  the  market. 

Campbell,  not  surprisingly,  set 
things  differently.  When  the  ventui 
capital  partners  sold  off  most  of  the 
Seeq  holdings,  Campbell  demandc 
that  they  resign  from  the  board.  The 
refused,  and  instead  they  forced  hii 
out.  "The  Seeq  deal  was  a  classic  vei 
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WOULD  YOUR 
SANK  DO  AS  WELL 
ON  THIS  TEST? 


Circle  all  the  people  it  takes  to  approve  a  loan. 

Chbirnioh  &  Chief  Executive  Officer 

President  &  Chief  Operating  Officer 

Senior  Vice  President,  Credit  Policy  Officer 

Senior  Vice  President 
Country  Risk  Policy  Executive 


Senior  Vice  President  &  General  Counsel 


Senior  Vice  President 
Sector  Credit  Executive 

Senior  Vice  President,  Team  Leader 


Executive  Vice  President 
Sector  Executive 


Vice  President  for  Credit.  U  S 

Vice  President,  Loan  Pricing  Executive 

Vice  President 
Financial  Planning  Executive 

Vice  President 
Deputy  Credit  Supervising  Officer 


Assistant  Treasurer 
Documentary  Control  Unit 

Manager 
Disbursement  Services  Division 


How  many  people  sign  oft  on  a  deal  at 
i  bank" 

At  Canadian  Imperial  Bank  Group, 
e  signatures  may  be  all  that's  needed: 

Our  Account  Officer. 

Our  Vice  President  for  Credit,  U.S. 

And  our  Senior  Vice  President,  U.S. 

With  us,  it  takes  fewer  people  to 
ove  a  loan  than  at  most  major  banks.  So 
:an  respond  to  you  quicker. 


But  it's  not  only  the  number  of  names 
that  appear  that's  important.  It's  whose  names. 

They're  all  senior  management.  Backed 
by  the  resources  of  one  of  the  10  largest  banks 
in  North  America. 

So  give  your  present  bank  this  little  test. 

And  if  they  need  more  names  than 
we  do  to  approve  a  loan,  you  only  need  to 
remember  one  name.  Ours. 

PUT  US  TO  THE  TEST. 


<ji>  Canadian  Imperial  Bank  Group 


)86     Canadian  Imperial  Bank  ol  Commerce  •  Canadian  Imperial  Bank  of  Commerce  (New  York]  •  Canadian  Imperial  Bank  of  Commerce  (California) 


If  you  think 
this  is  all 
Coleman  does, 
you're  not 
evenwarm. 


You're  cold. 


Most  people  know  Coleman  makes 
lanterns.  What  they  don't  know  is  we  also 
make  home  heating  and  air  condi- 
tioning. Some  of  the  most  efficient  cost 
effective  in  the  world.  For  even  more 
surprises,  call  1-800-328-4646,  ext.  163. 
(In  MN,  1-800-752-4242,  ext.  163). 

NYSE  symbol:  CLN 


ture  capital  startup,"  Campbell  re- 
lates, doodling  on  the  napkin  in  front 
of  him.  "When  we  went  to  see  the 
venture  capitalists,  they  told  us, 
'What  you  probably  want  is  a  small 
company  in  which  you  keep  a  quarter 
of  the  pie.'  They  convinced  us  we'd  be 
better  off  with  a  thin  slice  of  a  very  big 
pie.  Literally,  that  was  the  way  it  was 
explained  to  us."  As  a  result,  by  the 
time  Seeq  went  public,  Campbell 
owned  just  328,000  shares  out  of  13.2 
million  outstanding. 

Settling  for  2.5%  of  his  company, 
says  Campbell,  was  a  fatal  mistake. 
Why?  Campbell  didn't  control  his 
company,  the  venture  capitalists  did, 
and  could  take  the  easy  course — boot 
him  out.  Even  without  its  founder, 
Seeq  has  not  exactly  prospered.  In  the 
12  months  to  September  1985,  Seeq 
lost  $12.8  million  and  recently  traded 
at  23/b,  compared  with  7Vi  when 
Campbell  departed. 

It's  hard  to  keep  an  entrepreneur 
down.  Two  months  after  leaving  Seeq 
Campbell  started  Chips  &  Technol- 
ogies Inc.  in  his  Los  Altos,  Calif,  liv- 
ing room.  Chips  produces  a  series  of 
chip  sets  that  integrates  the  insides  of 
the  IBM  PC  AT  into  a  few  large-scale 
integrated  circuits,  thus  enabling  IBM 
competitors  to  produce  cheaper, 
smaller,  higher-performance  versions 
of  IBM-compatible  equipment. 

"IBM  builds  their  PC  AT,  their  top- 
of-the-line  personal  computer  model, 
with  about  100  semiconductor  chips 
plus  memory,"  says  Campbell,  with 
evident  self-satisfaction.  "What  we're 
headed  for  is  the  ability  to  do  what  the 
IBM  chip  set  does,  but  with  9  LSI 
[large-scale  integrated]  chips  and  1 1 
SSI  [small-scale]  chips.  That'll  bring 
the  costs  way  down  and  will  allow  the 
little  guys  to  compete  with  IBM." 

This  year  more  than  600,000  of 
IBM's  80286  PC  units  will  be  sold  by 
IBM,  but  almost  as  many  compatible 
units  will  also  be  marketed.  Campbell 
expects  his  chip  sets,  which  he  sells  at 
$50  a  set,  to  go  into  more  than  one 
quarter  of  those.  Seeq  has  also  devel- 
oped the  first  compatible  chip  set  for 
enhanced  graphic  display.  Despite  the 
worst  downturn  ever  in  the  semicon- 
ductor industry,  Chips  sold  $4.3  mil- 
lion worth  of  chip  sets  in  the  most 
recent  quarter  and  turned  profitable 
within  12  months  of  starting. 

To  start  Chips  &  Technologies, 
Campbell  again  approached  venture 
capitalists.  More  than  50  turned  him 
down.  Had  Campbell's  reputation 
preceded  him?  Absolutely.  But  Camp- 
bell says  it  was  the  old  story.  "The 
venture  capitalists  were  looking  for  a 
bargain,  and  we  didn't  want  to  be  that 
bargain,"  he  says.  If  anything,  Camp- 


bell thinks  the  venture  boys'  dema: 
have  grown  more  onerous:  "Two 
three  years  ago,  when  venture  cap 
valuations  were  sky-high,  they  mi, 
have  accepted  less  for  their  dollar, 
not  now.  If  you  want  to  see  a  clas 
company  structured  by  venture  ca 
tal,  get  a  copy  of  the  Cypress  [Sei 
conductor  Corp.]  prospectus.  That 
Kleiner  Perkins,  Sevin-Rosen  d< 
The  founder,  T.J.  Rodgers,  is  be 
built  up  as  the  next  Jerry  Sanders  [ 
celebrated  chairman  of  Advanced  I 
cro  Devices].  But  when  you  look  C2 
fully,  there  will  be  close  to  30  mill: 
shares  out,  and  T.J.  has  less  than  2" 
Rather  than  settle  again  for  a  sir 
of  his  company,  Campbell  turned 
private  investors,  including  a  Silic 
Valley  real  estate  operator  and  f< 
Japanese  companies.  They  put  up  $ 
million  in  return  for  just  35%  of  j 
company.  Chips'  49  employees  o 
64%,  including  Campbell's  26 
There  was  no  higher  authority 


"We're  headed  for  the 
ability  to  do  in  20  chips 
what  IBM  does  in  a 
hundred." 


challenge  Campbell  when,  to  c< 
brate  its  recent  success,  he  gav< 
$5,000  computer  system  to  each 
Chips'  employees. 

Naturally,  the  investment  bank 
are  now  climbing  over  each  other 
take  Chips  &.  Technologies  pub 
dangling  the  promise  of  getting 
much  as  $15  million  for  only  10% 
the  company.  Campbell  hopes  to  t< 
the  company  public  in  a  year. 

Profit  margins  for  chips  are  high 
when  they  first  hit  the  market.  1 
with  excess  capacity  in  the  chipm 
ing  industry,  Campbell  decided  to  t 
prefabricated  chips — rather  than  bu 
his  own  fabrication  facilities.  T 
kept  his  capital  requirements  do\ 
But  it  also  means  that  even  if  Car 
bell  achieves  market  dominance 
the  non-IBM  segment  of  the  markt 
he  risks  price-cutting  by  competit 
with  their  own  wafer  plants. 

Here,  Campbell  argues,  is  yet  i 
other  reason  to  be  wary  of  venti 
capitalists.  "Our  motivation  is  to  l 
as  little  capital  as  possible,"  he 
plains.  "The  reason  venture  fur 
spend  megabucks  on  companies 
that  they  want  to  get  through  the  p 
liminary  stages  as  quickly  as  possi 
to  get  to  high  enough  revenue  lev 
to  take  the  company  public  and  c; 
out."  Words  to  remember  when  ini 
ing  the  venture  capital  people  ii 
your  company.  ■ 
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typestyles.    With  bi-directional  pri 


typestyles.    With  bi-directional  printing  from  memory,  th< 

24  characters  per  second,  almost  silt 


Canon's  AP  500  will  get  the  work  out  fast. 
One  way  and  the  other. 


he  Canon  AP  500  typewriter — designed  to  be  faster,  more  advanced  and  easier  to  use  than  ever  before. 
3r  example,  it  has  bi-directional  letter-quality  printing  from  memory  at  a  fast  24  characters  per  second.  A  large 
"ection  memory  and  a  bright  39-character  display  to  help  catch  errors  and  make  changes  quickly.  It  also  has 
tic  page  numbering,  centering,  indenting,  bold  face,  decimal  tab,  line  framing  for  charts  and  two-column 
[.  Plus  it  can  accommodate  the  exciting  optional  Spell  Checker  with  90,000  dictionary  words.  Almost  twice 
/as  IBM. 

he  AP  500  can  also  perform  an  incredible  array  of  complicated  text-editing  tasks.  With  a  24K  internal 
y  that  can  be  expanded  up  to  32K,  it  stores  up  to  16  pages  of  text  for  frequently  used  paragraphs,  phrases 
Iresses.  Revisions  are  easy  with  features  such  as  global  search  and  replace. 

Of  course,  the  AP  500  isn't  the  only  example  of  the  new 
technology  from  Canon.  Our  AP  400  is  an  efficient, 
versatile  electronic  for  offices  of  all  sizes.  It  has  a 

39-character  LCD  display,  2K  correction  memory  and 
phrase  memory  plus  it's  upgradable  to  adapt  to  your 
typing  needs. 

And  our  AP  550,  the  ultimate  in  electronics, 
m  be  equipped  with  an  extraordinary  64K  of 
memory  to  meet  even  your  most 
challentiinu  needs. 

The  AP  500,  400  and  550.  Three 
reasons  why  Canon  will  remain  the  fastest 
growing  name  in  office  typewriters. 
For  more  information,  call 


1-800-453-1900. 


Canon 


THK  FASTEST  GROWING  NAMK 
IN  OFFICE  TYPEWRITERS. 


Canon  U.S.A..  Inc.,  One  Canon  Plaza.  Lake  Success.  NY  1 1042 
©  1986  Canon  U  S  A  ,  Inc 
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Come  see  the  Canon  Sammy  Davis,  Jr  Greater  Hartford  Open.  ^$^^(^^0!^^^ 
July  3-6.  or  watch  it  on  CBS  Television  sw 


Retailer  Masatoshi  Ito  in  his  new  Oshman's  porting  floods  shop  in  Toky  o's  Harajuku  district 

"Americans  taught  us  how  to  market  products,  but  they  are  the  worst  in  doing  marketing  themselves. 


Copying  U.S.  retailing  concepts  has  helped 
Masatoshi  Ito  become  a  billionaire.  So  why 
wont  he  buy  more  U.S.  goods? 

A  form 
of  flattery 


By  Andrew  Tanzer 


WHEN  INFORMED  TALK  turns  tO 
the  world's  richest  people, 
Tokyo's  Masatoshi  Ito  is  rare- 
ly mentioned.  He  should  be:  This  ob- 
scure Japanese  retailer  is  worth  a  cou- 
ple of  billion  dollars.  Not  yen,  dollars. 

The  publicity-shy  Ito,  62,  is  not  a 
celebrity  even  in  Japan,  but  Japanese 
love  his  Ito-Yokado  superstores — a 
sort  of  Sears-cum-Safeway — and  the 


7-Eleven  convenience  store  and  Den- 
ny's restaurant  chains  he  has  success- 
fully transplanted  from  the  U.S. 

Ito  is  the  founder,  president  and 
leading  stockholder  of  Ito-Yokado 
Co.,  Japan's  second-largest  and,  for 
seven  years  running,  most  profitable 
retailer.  Ito's  empire  includes  super- 
markets, restaurants,  and  depart- 
ment, discount,  convenience,  special- 
ty and  general  merchandising  stores. 
In  the  financial  year,  ended  in  Febru- 


ary 1986  Ito-Yokado  netted  $177 
lion  on  revenues  of  $6.7  billion.  Tl 
figures  include  sales  and  earn 
from  majority-held  7-Eleven  }i 
and  Denny's  Japan. 

All  told,  the  retail  businesses 
has  started  have  a  market  value  of 
billion,  second  among  the  world': 
tailers  only  to  Sears,  Roebuck.  Th 
family's  shares  plus  other  im 
ments  easily  top  the  $2  billion  m 

A  retailing  pioneer?  Far  from  it 
made  his  money  by  imitating  ra 
than  by  innovating.  Most  of  his  m 
marketing  concepts — such  as  su 
markets,  mass  merchandising,  coi 
nience  stores  and  family-style  res 
rants — were  borrowed  from  the 
Ito  wasn't  even  the  first  to  bring  tl 
to  Japan.  Like  Matsushita  in  elect 
ics,  Ito-Yokado  seldom  starts  first, 
usually  ends  first.  Ito  is  brillian 
taking  American  retailing  cone 
and  adapting  them  to  the  Japai 
lifestyle,  refining  them  as  the  soc 
matures. 

Ito  was  not  born  to  wealth.  Im 
cably  dressed  in  a  red  paisley  tie 
gray  pin-striped  suit  matching 
graying  hair,  he  discusses  the  diffi 
early  years.  After  graduating  fro: 
commercial  high  school  in  Yokoh; 
(since  converted  to  a  city  college) 


There's  no  fat 


new  UPS  Next  Day  You  see,  the  UPS  system 

and  Next  Day  Ait  operates  so  efficiently,  we  can 

:  first  glance,  practi-  deliver  our  Letter  and  Pak 

ical  to  our  competi-  for  far  less  than  other  compa- 

light  envelopes.  nies  charge. 
:he  differences  are  Yet  we  still  manage  to 

e  substantial.  provide  you  with  services  no 

^Service  to  Hawaii  requires  one  additional  day  (f  >  United  Pattrl  Service  o|  Amenta.  1983 


one  else  offers.  Such  as  over- 
night delivery  to  every  single 
address  in  the  48  states, 
Hawaii**  and  Puerto  Rico. 

So  if  you  would  like 
to  cut  the  fat  out  of  your  over- 
night shipping  expenses,  use 


the  UPS  Next  Day  Air  Letter 
and  Pak. 

The  overnight 
reducing  plan  that 
really  works. 
We  run  the  tightest  ship  in 
the  shipping  business.. 


Smallest 
wonder 


(Actual  size) 


The  picocassette,  by  Dictaphone,  is  the  world's 
smallest  cassette  -  yet  capable  of  recording  up 
to  60  minutes  of  your  biggest  ideas. 

It's  designed  exclusively  for  our  smallest, 
most  advanced  portable  dictation  unit  ever- 
the  new  Exec  "  recorder.  And  together  they 
bring  a  whole  new  dimension  to  dictation.  Now 
small  has  it  all. 

r  LET'S  TALK  PICODICTATION." 

I  Call  toll  free  1-800-342-8439 

I  Or  write  to:  Dictaphone  Corporation 


120  Old  Post  Road 
Rye.  N.Y.  10580 
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Company. 
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DICTAPHONE*  Exec  and  PicoDictahon  are  trademarks  of 
Dictaphone  Co  ?  Rye,  NY  {1985  Dictaphone  Corp.  J 
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|tp  Dictaphone 

A  Pimey  Bowes  Company 
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working  a  brief  stint  at  Mitsubishi 
Heavy  Industries,  he  went  off  to  war 
in  1944.  After  the  war  Ito  went  to 
work  with  his  mother  and  elder  broth- 
er in  a  66-square-foot  clothing  store  in 
Tokyo,  which  replaced  one  destroyed 
by  an  American  firebombing  raid  dur- 
ing the  war. 

By  1960  Ito  was  in  sole  control,  and 
the  hole-in-the-wall  had  grown  into  a 
$3  million  company.  That  year  Ito, 
who  doesn't  speak  English,  made  his 
first  and  perhaps  most  important  of 
many  trips  to  the  U.S.  "Around  this 
time,  terms  like  supermarkets,  chain 
and  self-service  stores  were  being  in- 
troduced to  us  by  NCR  [National 
Cash  Register],"  he  says.  NCR,  of 
course,  wanted  to  sell  cash  registers  to 
a  society  that  was  then  still  abacus- 
equipped.  Japan's  retail  industry  was 
polarized  between  mom-and-pop 
stores,  which  even  today  account  for 
99%  of  the  country's  1.7  million  retail 
outlets,  and  venerable  department 
stores  like  Mitsukoshi,  which  were 
exclusively  in  big  cities. 

Ito  visited  NCR  in  Dayton,  Ohio 
and  inspected  some  of  America's 
great  retail  chains,  including  Sears, 
J.C.  Penney,  A&.P  and  Safeway.  "I 
learned  that  once  there  is  a  mass-ori- 
ented society,  those  kinds  of  stores 
can  flourish,"  he  explains.  "I  was  con- 
fident they  could  be  transplanted  to 
Japan." 

Back  in  Japan,  Ito  moved  quickly  to 
open  a  chain  of  superstores  in  the 
Tokyo  area.  These  carry  a  full  range  of 
food,  apparel  and  household  goods  of 
generally  lesser  quality  and  lower 
price  than  merchandise  found  in  de- 
partment stores.  A  few  years  earlier, 
Isao  Nakauchi,  the  founder-president 
of  Daiei,  still  Japan's  largest  retailer, 
had  embarked  on  a  similar  campaign 
in  the  Osaka  area. 

By  1965,  the  year  Ito  changed  the 
company's  name  to  Ito-Yokado,  he 
had  opened  8  superstores;  today  there 
are  126. 

Ito  built  his  early  superstores  near 
railway  stations  close  to  Tokyo.  But 
with  the  eye  of  a  sociologist,  he  antic- 
ipated the  effects  of  suburbanization 
and  the  spread  of  automobile  owner- 
ship and  began  situating  new  stores  in 
neighboring  prefectures,  where  land 
was  cheaper.  Even  today  Yokado 
stores  tend  to  be  bigger,  farther  from 
the  stations  and  offer  more  parking 
spaces  than  competitors  like  Daiei 
and  Seiyu.  An  older  generation  of  Jap- 
anese trudged  from  one  neighborhood 
mom-and-pop  store  to  another  every 
week  for  noodles  and  vegetables  and 
shampoo.  The  younger  generation 
prefers  to  do  its  week's  shopping  in  a 
single  store  that  is  equipped  with 


plenty  of  parking  space. 

Ito  quickly  adapted  the  lai 
American  retailing  techniques, 
eluding  a  market-dominance  strat 
of  concentrating  stores  in  a  relatil 
limited  area.  This  system  results 
easier  name  recognition,  often  cro' 
out  competitors,  and  increases  m 
agement,  distribution  and  advertis 
efficiency. 

Good  retailer  that  he  is,  Ito  pre: 
to  invest  his  capital  in  goods  and  si 
fixtures,  leasing  land  and  buildii 
This  often  enables  the  company 
obtain  better  sites,  because  some  ] 
anese  landlords  are  reluctant  to 
land  at  any  price. 

It  also  helps  explain  why  Ito- 
kado,  with  a  1:3.7  debt-to-equity 
tio,  has  probably  the  soundest  bala 
sheet  in  the  industry.  Ito  was  the  f 
Japanese  retailer  to  tap  foreign  cap 
markets  (22%  of  its  shares  are  helc 

"People  get  easily  bored 
with  things,"  says  Ito.  So 
shook  up  the  company. 

foreigners),  and  funded  growth  of 
rapidly  expanding  7-Eleven  and  D 
ny's  subsidiaries  by  listing  tl 
shares  on  the  Tokyo  Stock  Exchar 
Ito-Yokado  manages  to  combine  a  J 
anese-style,  long-term  view  of  bi 
ness  with  an  American  attention 
quarterly  profits.  Its  return  on  eqi 
of  13.6%  is  almost  double  the  ind 
try  average,  and  return  on  assets 
7.2%  is  double  the  runnerup's. 

While  Japanese  consumers  lo 
what  Ito  did,  the  politicians  were  1 
happy.  Like  farmers,  small  retar 
pull  the  strings  of  Liberal  Democr; 
Party  politicians  at  the  local  lc 
Legislation  passed  in  1974  and  si 
ened  in  1979  tightly  regulates 
opening  of  stores  with  floor  space  1 
ger  than  5,000  square  feet. 

The  protectionist  law,  which  sh; 
ly  curbed  new  chain-store  openii 
in  effect  gives  small  retailers  v 
power.  Every  time  Ito-Yokado  wa 
to  open  a  store,  it  engages  in  five  to 
years  of  "consensus-building"  v* 
the  tyrannical  local  merchants,  v 
determine  floor  space,  store  ho 
(stores  are  generally  forced  to  close 
7  p.m.)  and  annual  holidays.  Suj. 
stores  are  usually  forced  to  sul 
space  within  the  store  to  local  sn 
retailers. 

Growth  slowed  for  Ito-Yokado 
the  early  1980s.  The  anti-bigness  h 
were  a  factor,  but  there  were  ot 
problems.  Explains  Ito:  "The  mar 
has  become  highly  segmented,  as 
the  U.S.  Product  life  cycles  have 
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We  edged  out  the  competition 
with  better  solutions  for 
every  application* 


enting  the  Tandy®  line 
Il-compatible  computers 

Radio  Shack  Computer  Cen- 
^ou  won't  find  just  any  com- 
,  you'll  find  the  right  computer. 

rica's  #1  PC  compatible 

oking  for  a  complete,  low-cost 
)OS®  system?  The  Tandy  1000 
npatible  with  the  IBM®  PC,  so 
are  thousands  of  programs  for 
o  choose  from.  Plus,  the  1000 
s  complete  with  its  own  Desk- 
®  6-in-l  software. 

PC/XT's  "mirror  image" 

3  Tandy  1200  works  like  an 
PC/XT — but  costs  much  less. 
200  runs  the  same  top-name 
are  and  supports  the  same 
vare  as  the  PC/XT.  So  if  you're 
ly  using  one  or  more  IBM 
in  your  office,  the  Tandy  1200 


lets  you  expand  for  less — and  con- 
tinue using  the  same  software. 

The  graphics  advantage 

Searching  for  a  high-powered 
computer  with  advanced  graphics 
capabilities?  Take  a  good  look  at  the 
affordable  Tandy  2000.  The  Tandy 
2000  gives  you  the  high-resolution 
graphics  you  need  to  create  razor- 
sharp  graphs  and  diagrams  in  a  bril- 
liant array  of  colors. 

The  new  Tandy  3000 

Introducing  a  powerful  computer 
that's  the  affordable  alternative  to 
the  IBM  PC/AT.  The  Tandy  3000 
has  the  power  you  need,  and  it's 
compatible  with  PC/AT  and  PC/XT 
software.  And  with  the  forthcoming 
XENIX®  operating  system,  two  to 
six  users  will  be  able  to  use  the 
3000  simultaneously. 


Discover  the  power  and  afforda- 
bility  of  the  Tandy  3000  and  all  of 
our  MS-DOS  computers  today. 

Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shack  stores  and  dealers. 

Radio  /hack 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 

Send  me  an  RSC-16  Computer  Catalog. 


Radio  Shack.  Dept.  86  A-535 
300  One  Tandy  Center,  Fort  Worth.  TX  76102 

Name  


Company . 
Address  _ 

City  

State   


.ZIP. 


Phone . 


sskMate/Registered  TM  Tandy  Corp.  IBM/Registered  TM  International  Business  Machines  Corp.  MS-DOS  and  XENIX/Registered  TM  Microsoft  Corp. 


CSX  Takes  Control  Of  Its  Future  With  A  Bold  New 
Plan  For  Building  Shareholder  Value. 

CSX  has  now  entered  a  new  era  of  growth  potentic 
Today  this  $1 1  billion  giant  is  gaining  even  greater  strength 
leader  in  Transportation,  Energy  Technology  and  Proper 

CSX  Transportation  provides  custom-made  rail, 
barge,  truck  and  warehouse  services  to  help  shippers  re< 
markets  across  the  country  and  around  the  world. 

CSX  Energy  directs  activities  in  oil  and  gas  explore 


development,  operates  natural  gas  pipelines,  and 

ages  CSX- owned  coal  reserves. 
CSX  Technology  is  a  leader  in  computer  information 

ces,  with  telecommunications  systems  which  include  the 

>n's  most  extensive  fiber  optics  network. 
CSX  Properties  is  a  major  developer  of  real  estate  interests 
For  more  information  on  the  new  growth  potential  of 

Corporation,  write:  CSX  Corporate  Communications, 

tox  C-32222,  Department  B-4,  Richmond,  VA  23261. 


CSX 

CORPORATION 

Transportation 
Energy 
Technology 
Properties 


come  much  shorter.  People  get  easily 
bored  with  things." 

So  Ito  shook  up  the  entire  company. 
He  weeded  out  slower-selling  items: 
From  1982  to  1985  inventory  turn- 
over speeded  up  to  18.4  days  from 
25.8.  Profits  began  rising  again  in 
1983  and  last  fiscal  year  were  up  19% . 
As  is  fitting,  given  Ito's  early  indoctri- 
nation by  NCR,  his  company  is  by  far 
the  most  extensive  user  of  point-of- 
sale  terminals  in  Japan  (8,000  NCR 
units)  and  was  the  first  to  encode  all 
merchandise  with  bar  codes  (between 
them,  Ito-Yokado  and  7-Eleven  ac- 
count for  about  70%  of  the  point-of- 
sale  systems  in  use  in  Japan).  Ito  says 
that,  unlike  in  the  U.S.,  where  point- 
of-sale  terminals  are  used  mainly  to 
raise  productivity  at  the  cash  register, 


about  $15  million  this  year.  The  first 
store  was  opened  in  1974,  after  Seiyu 
had  flopped  with  its  own  Family  Mart 
chain  of  convenience  stores. 

But  Ito  had  spotted  a  market  seg- 
ment largely  ignored  by  the  retailing 
industry — the  young,  urban  working 
population.  He  targeted  his  7-Eleven 
stores  at  the  swelling  ranks  of  work- 
ing wives  and  single  men  living  alone 
(the  young  were  delaying  marriage)  in 
the  cities.  In  short,  people  with  no 
time  to  shop  in  department  or  super- 
stores that  close  by  7  p.m.,  or  the  tiny, 
cluttered,  expensive,  poorly  stocked 
mom-and-pop  outfits  that  generally 
shut  by  8  p.m. 

Today  schoolchildren,  housewives 
and  just  about  everybody  shops  in  7- 
Eleven.  Kids  stop  there  on  the  way  to 


there  was  a  market  for  a  moderal 
priced  ($5  an  average  meal)  subur 
family  restaurant  with  plenty  of  ps 
ing.  When  Japanese  eat  out,  they  1 
eating  Western  food,  and  the  yoi 
enjoy  the  relaxed,  casual  "Americ; 
atmosphere  of  Denny's. 

Like  a  student  who  never  st| 
studying,  Ito  the  merchant  contin 
to  pick  up  new  retailing  ideas  in 
U.S.  Every  year,  when  he  makes 
pilgrimage  to  Wall  Street  to  addi 
security  analysts,  he  takes  time  ou 
visit  stores  around  the  country.  L 
year  Ito  licensed  the  Oshman's  nai 
from  Houston's  Oshman's  Sport 
Goods  Inc.,  and  quickly  opened  t 
Oshman's  stores,  one  of  them  in 
Robinson's  department  store.  1 
Robinson's  name  is  also  licensed,  fr 


Photos  bv  Kaku  Kunu  Gamnu 


A  traditional  Japanese  mom-and-pop  greengrocer  (left)  and  one  of  Ito-Yokado's  competing  7-Eleiens 
Commercially  and  politically,  Ito's  7-Eleven  strategy  was  a  brilliant  success. 


he  uses  the  system  for  inventory  con- 
trol and  daily  analysis  of  which  prod- 
ucts are  selling  and  which  are  not. 

The  handling  of  7-Eleven  represents 
Ito  the  sociologist  and  manager  at  his 
best.  The  chain  of  2,725  stores  is,  sim- 
ply, a  phenomenon  in  Japan  and,  de- 
spite many  competitors,  has  come  to 
symbolize  convenience  stores  for  Jap- 
anese. Ito  is  opening  at  least  300  new 
franchises  a  year. 

The  subsidiary  is  obscenely  profit- 
able. It  accounts  for  7%  of  Ito-Yoka- 
do's revenues  and  29%  of  earnings, 
forecast  to  rise  to  38%  by  1989.  Sales, 
$2.8  billion  in  fiscal  1986,  are  growing 
20%  a  year,  and  profits  25%.  One  of 
the  highest-priced  issues  on  the  To- 
kyo Stock  Exchange,  7-Eleven  Japan's 
stock  sells  at  over  65  times  next  year's 
earnings. 

hi  1972,  the  first  time  Ito  ap- 
proached Dallas-based  Southland,  he 
was  rebuffed;  the  next  time,  through 
the  trading  company  C.  Itoh,  he 
worked  out  a  licensing  agreement,  and 
still  pays  Southland  a  royalty  of  0.6% 
of  gross  sales.  That  should  be  worth 


school  to  buy  a  lunchbox  and  on  the 
way  home  for  drinks  and  school  sup- 
plies. Bachelors  grab  a  bite  at  the  con- 
venience store  on  the  way  home  from 
work.  The  chain  is  a  major  vendor  of 
magazines  and  is  forcing  bookstores 
to  extend  hours. 

Ito's  7-Eleven  strategy  was  a  bril- 
liant success,  both  commercially  and 
politically.  The  1,000-square-foot 
stores  are  too  small  to  be  restricted 
under  the  Large-Scale  Retail  Store 
Law,  so  mom-and-pop  shops  have  ei- 
ther to  fight — and  invariably  lose — or 
join  7-Eleven.  Ito  took  small  retailers, 
often  with  a  bleak  future,  and  con- 
verted them  into  7-Eleven  franchi- 
sees. In  the  early  years,  half  were  li- 
quor store  owners.  The  strategy  al- 
lowed the  parent  company  to  blanket 
the  country  quickly  at  a  minimum 
investment. 

Denny's  Japan  also  demonstrates 
Ito's  Midas  touch.  He  was  not  the  first 
to  open  a  chain  of  family-  or  coffee- 
shop-style  Western  restaurants.  With 
more  women  working  and  dad  spend- 
ing a  bit  more  time  with  the  family, 


Associated  Dry  Goods. 

As  a  man  who  has  imported 
many  ideas  from  the  U.S.,  will  Ito 
the  future  import  more  U.S.-m; 
goods?  Can  he  help  Japan  shrink 
embarrassingly  favorable  trade  1 
ance?  Ito  is  skeptical.  He  is  scath 
in  his  criticism  of  U.S.  compari 
peddling  products  in  Japan.  "I  hate 
say  this,  but  although  Americ; 
have  taught  us  how  to  market  pr 
ucts,  they  are  the  worst  in  doing  m 
keting  themselves." 

For  example,  he  says,  Ito  bi 
chicken  in  quantity  from  the  U.S.,  1 
American  producers  refuse  to  sup 
him  with  special  cuts  for  the  Japan 
market.  "They  don't  want  to  take  I 
trouble  because  the  [U.S.]  domes 
market  is  big  enough,"  he  snaps.  "1 
the  Thais  will  try  to  meet  our  requi 
ments."  Ito-Yokado  estimates  tl 
6%  of  sales  are  imported  product 
including  American  goods. 

Interesting,  isn't  it?  The  Japan 
love  our  ideas  and  grasp  them  eagei 
But  they  don't  want  to  buy  what 
make.  ■ 
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DRIVER  COCKRIT  [ 

This  is  where  you  perform, 
accompanied  by  an  advanced 
technology  concert  sound  system. 
Optional  glove-soft  leather  is  the 
ultimate  touch.  I 


STANDING  START 

0-50   5.27  sec. 

0-60  7.33  sec. 

1/4  mile  15.60  sec. 

BRAKING 

60-0  3.15  sec. 

Distance   122.73  ft. 

0-60-0   10.48  sec. 

LATERAL  ACCELERATION 
150  ft.  radius  0.875  g 


*Dala  Jrom  independent  testing. 
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Politicians  don't  always  do  well  when  they 
go  into  business,  but  apparently  Hushang 
Ansary  has  transferable  skills. 


Creative 
financing 


By  Allan  Dodds  Frank 


When  Forbes  last  visited 
Hushang  Ansary,  in  1975, 
the  dapper  international  busi- 
nessman-diplomat was  sitting  on  top 
of  the  world.  His  title:  Minister  of 
Economics  &  Finance  for  Iran.  His 
job:  managing  the  rapidly  growing  $41 
billion  economy  of  a  country  that  was 
then  emerging  as  a  Middle  East  pow- 


er. Today  the  economy  of  Iran  is  in 
ruins,  and  the  58-year-old  Ansary  is 
just  another  multimillionaire  refugee 
from  the  Ayatollah  Khomeini. 

Down,  perhaps,  but  apparently  not 
out.  Officially  a  resident  of  fashion- 
able Oyster  Bay,  Long  Island,  N.Y., 
where  he  maintains  a  six-bedroom 
mansion  owned  by  a  Netherlands  An- 
tilles corporation  he  controls,  Ansary 
expects   to   become   a  naturalized 


Iran  's  Hushang  Ansary  and  Secretary  of  State  Henry  Kissinger  in  1975 
A  blue-ribbon  board  has  stirred  SunResorts  stock. 


American  citizen  this  month. 

Meanwhile,  and  in  keeping  I 
the  spirit  of  the  times,  he  has  1 
promoting  a  company  that  has  on 
the  season's  hotter  over-the-cou 
stocks,  SunResorts  NV.  Ansary's 
is  to  pump  up  its  stock,  fatter 
treasury  and  get  into  the  take 
game.  "We're  seriously  thin 
about  a  major  acquisition,"  says 
"These  are  the  days  of  lever, 
buyouts,  and  it  depends  on  how 
ative  a  mind  you  have  and  how  rr 
assistance  you  can  get  from  ini 
ment  banking  firms  in  order  to  rr 
mize  the  benefit  of  every  dollar 
company  has  at  its  disposal."  M 
ing?  Meaning  that  borrowing  bi 
the  name  of  the  game. 

Just  what  is  SunResorts  that  it 
start  borrowing  on  a  suitably  lai 
scale?  Crisply  packaged  by  Am 
and  underwriter  D.H.  Blair  & 
SunResorts  is  two  hotels,  a  casino 
a  car  rental  agency  on  the  Caribt 
tax  haven  island  of  St.  Maai 
(Forbes,  Apr.  7).  Ansary  believes 
can  give  a  glow  of  profitability 
company  that  for  much  of  its  16-' 
history  has  known  little  but  los 
Can  he  succeed  where  other  nota 
have  been  burned?  It's  a  long  sho' 
SunResorts  ope 
in  1970  as  Island  C 
Enterprises,  a  coi 
minium  project  foi 
ed  by  Henry  Ford  II 
other  Ford  executi 
As  inflation  took  o 
the  Seventies,  Can 
an  tourism  weake 
while  operating  c 
climbed.  Seven  y 
after  launching 
project,  most  of  the 
tial  investors  sold 
Island  Gem  kept  lo 
money,  and  by  1982 
new  managen 
bailed  out. 

It  was  then  thi 
company  surf; 
called  Yorkshire 
which  ex-Finance  A 
ister  Ansary  hac 
stake.  Yorkshire  e1 
tually  bought  88% 
the  project  for  a  t 
investment  of  at 
$2. 6  million  in  cash 
assumption  of  S 1 .8 1 
lion  in  notes.  As  pa] 
the  terms  for  tal 
over,  Yorkshire  foi 
people  who  had  ] 
chased  apartments 
the  project  to  accep 
duced  revenue-shar 
Instantly,  the  cj 
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made  the  complex  world  of  communica- 
asier  to  deal  with.  We're  the  companies 
3ritech. 

ody  understands  communications 
We  send  more  messages  to  more 
in  more  ways  than  any  other  company 
^egion. 

ody  offers  a  broader  scope  of  services. 
3  virtually  nothing  we  can't  provide  for 
ivement  of  information.  Everything  from 
atics  and  digital  technology  to  Yellow 
directories  that  reach  millions  of 
s  each  day. 

can  count  on  us  to  meet  your  future 
as  well.  Nobody  is  moving  faster  than 
:ech  to  bring  more  and  newer  com- 
Btions  services  to  our  region.  Nobody  is 
3  a  bigger  investment  to  accomplish 
irpose.  Some  $3.7  billion  during  the  last 
ars. 


We're  the  Bell  companies  of  Illinois,  Indiana, 
Michigan,  Ohio  and  Wisconsin.  We  also  serve 
you  through  leading  companies  in:  Cellular 
mobile  phone  service.  Voice  and  data  products 
and  systems.  Computer  software.  Lease 
financing.  Directory  publishing.  And  technol- 
ogy development. 

The  companies  of  Ameritech  are  taking 
the  worry  out  of  communications.  Our  cus- 
tomers can  be  positive  about  the  products 
and  services  we  provide. 

Let  us  help  you,  too.  Contact  any  of  our 
companies  directly  or  phone  us: 
1  800  562-2444. 


jfH  mm  mm  mmmmmm^mmammmmm^iim  m 


AMERICAN  INFORMATION  TECHNOLOGIES 

Helping  you  communicatee 


C 1986  Ameritech 


Pan  Am  Present 

A  Richer 
Experience. 


For  First  &  Clipper  Class  Passengers: 
A  PrivateTerminal  In  Newark. 


You  won't  be  checking  in  at  our  new 
Terminal;  ive'll  do  it  for  you. 


Beginning  May  23,  Pan  Ann's  new  First 
&  Clipper  Class  Terminal  at  JFK  will  offer 
you  a  level  of  comfort  and  service  more 
reminiscent  of  a  fine  European  hotel 
than  an  airport. 

Here,  instead  of  standing  in  long 
lines,  you'll  relax  in  a  big,  comfortable 
chair,  while  we  take  care  of  all  your 
travel  needs— everything  from  checking 
in  to  reserving  rental  cars  and  hotel 
rooms. 


✓lore  LuxuryThan  Ever 
i  First  Class. 


/er  the  next  few  months, 

also  be  making 
e  First  Class  sections  on  all 
ir  747s  nothing  less  than 
and-new. 
With  bright  new 
teriors. 
?gant  new 
ina  and 
verware. 
novative  new 
?nus.  And  much 
3re. 

Including  new  leather-and-sheepskin 
?eperette®  seats  so  supple  and  soft,  they  literally 
)ld  themselves  to  your  body. 


Our  new  First  Class 
Sleeperette  seat  will  cradle 
you  in  buttery-soft  glove 
leather  and  plush  sheepskin. 


Upper,  on  all  our  747s, 
new  tweed  seats  will  be 
nged  six-across,  as  before, 
\ve  you  more  room  to  work 
•lax. 


More  Comfort  Than  Ever 

In  Clipper  Class. 

Our  Clipper®  Class,  too,  will  be 
renewed  and  made  better  in 
virtually  every  way.  With 
beautiful  new  cabins. 
Delicious  new  cuisine.  And 
big,  handsome  new 
tweed  seats,  arranged  six- 
across  to  give  you  more 
room  to  work  or  relax. 
So  fly  with  us  soon— to  Europe, 
South  America,  Africa,  or  across  the 
U.S.  And  get  the  treatment  you 
so  richly  deserve. 


The  ulimate  lift  to  the 
airport:  our  free 
helicopter  snuttle. 


EanAnOfbu  Can't  Beat  The  Experience? 


MINOLTAS  LINE  OF  OFFICE  MACHINES 
MAKES  YOUR  LIFE  EASIER 
NO  MATTER  WHAT  TOUR  LINE 


From  butchers  and  bakers  and  candlestick  makers  to  doctors  and  lawyers  and  Indian  chiefs,  any 
office  can  take  life  a  lot  easier  by  taking  advantage  of  Minolta  office  machines. 

There's  our  whole  range  of  Beta  zoom  copiers,  for  example,  that  are  packed  with  advanced  auto- 
matic features.  Which  means  that  the  office  works  harder  while  the  office  help  goes  on  to  other  things. 
There's  even  our  EP  50  personal  copier  that  saves  you  money  as  well  as  time,  because  the  copies 
cost  a  lot  less  than  those  from  other  personal  copiers. 

Minolta  makes  typing  easier  too.  Our  electronic 
typewriters  are  loaded  with  convenience  features 
that  make  old-fashioned  electrics  look  just  like 
what  they  are:  obsolete. 

And  for  the  ultimate  ease  in  getting  words  on  paper, 
there's  our  incredible  PCW-1  Office  System.  It's  a  word 
processor,  an  electronic  typewriter  and  a  personal 
computer  all  in  one.  And  it's  not  just  easy  to  use.  It's  also 
easy  to  learn. 

Call  1-800-526-5256.  In  New  Jersey,  ^ 
(201)  342-6707.  Or  to  see  our  full  line,  il^Bt  lo  rnirMn  INI  TLJir  ^rr,rr 

make  a  beeline  to  your  Minolta  dealer.        s=       YOUR  FRIEND  IN  THE  OFFICE. 


MINOLTA 


©  1985  Minolta  Corporation 


PAPER  FOR 
MILLIONS  OF 


v  of  Mullet  Bay 

spends  on  how  creative  a  mind  you  have." 


s  earnings  outlook  improved.  To 
take  the  resort  public,  Yorkshire 
:ed  as  an  investor  Philip  David,  a 
ssor  of  urban  development  at 
whose  brother  is  J.  Morton  Da- 
hairman  of  D.H.  Blair  &  Co.  In 
1985  Yorkshire  sold  18%  of  its 
s  to  David  for  $1.25  per  share, 
g  him  an  overall  interest  of  10% 
rship  in  the  resort.  Yorkshire 
restated  the  previous  three  years' 
cials,  producing  record  earnings 
e  nine  months  ending  May  1985, 
ngaged  D.H.  Blair  &  Co.  to  take 

1  Gem  public  as  SunResorts  last 
mber. 

t  Blair  offering  was  ingenious.  In 
eal  SunResorts  sold  only  in  $7 
s,"  each  good  for  two  shares  of  a 
:lass  of  common  stock  with  lim- 
iting rights,  priced  at  about  $3 
plus  a  warrant  to  buy  more, 
s  appeal  of  the  warrant?  Exercis- 

allows  a  holder  to  purchase  an 
ional  share  of  common  at  $4.75 
n  one  year,  complete  with  its 
additional  warrant — this  one  to 
lase  yet  another  share  of  com- 
at  $6.75  within  five  years.  What 
:ns  if  the  stock  does  well?  Some 
?rint  in  the  offering  allows  the 
any  to  snatch  back  the  warrants 
mere  25  cents  apiece  on  30  days' 
e,  provided  the  holders  do  not 
ise  them  first — a  kick-in-the- 

incentive  to  buy  more  stock 

2  the   warrants'   value  drops 

ly. 

a  fully  diluted  basis,  this  "fish 
r"  financing  could  raise  about 
million  for  SunResorts,  while 
lg  Yorkshire  still  in  control, 
50%  of  the  equity  but  70%  of  the 
g  rights. 

w  you  see  what  Hushang  Ansary 
s  when  he  talks  about  "creative 


financing." 

The  units  sold  out,  but  the  stock 
languished  just  above  the  offering 
price  until  mid-March  of  this  year.  It 
took  off  in  April  after  Ansary  tapped 
his  gilt-edged  old-boy  network  and 
unveiled  a  new,  blue-ribbon  board  of 
directors  including  Henry  Kissinger; 
Edward  Palmer,  former  Citibank  ex- 
ecutive committee  chairman;  and  Al- 
exander Trowbridge,  National  Associ- 
ation of  Manufacturers  president. 

The  combination  of  big-league 
board  names,  plus  the  attraction  of 
the  complex  equity  structure,  has 
more  than  doubled  the  price  of  Sun- 
Resort's  stock  in  the  past  few  months, 
giving  the  company  a  paper  value  of 
nearly  $50  million,  while  making  the 
Ansary  group's  controlling  interest 
worth  almost  $25  million — more 
than  five  times  its  original  invest- 
ment. Nice  return,  that,  for  a  bit  of 
paper  shuffling  and  window  dressing. 

Yet  so  Byzantine  has  the  equity 
structure  of  SunResorts  become  that 
Nasdaq  bid-and-asked  marketmakers 
now  offer  a  veritable  smorgasbord  of 
quotations  in  the  company's  thinly 
traded  securities:  common  stock,  re- 
cently trading  at  about  63/s  bid,  6% 
asked;  warrants,  6  bid,  7l/i  asked;  and 
units,  18 'A  bid,  20  asked. 

Why  would  Kissinger  and  the  oth- 
ers lend  their  names  to  this  small- 
time Caribbean  hotel  stock  deal?  An- 
swers banker  Palmer,  "You're  talking 
to  a  guy  who  knows  less  about  SunRe- 
sorts than  anybody  in  the  world.  An- 
sary asked  me  to  do  it  as  a  personal 
favor.  Dr.  Kissinger's  involvement  is 
exactly  the  same  as  mine." 

It  begins  to  look  as  if  Ansary  knows 
well  how  to  operate  in  the  American 
version  of  a  Middle  Eastern  souk — the 
wonderful  world  of  Wall  Street.  ■ 


Mead's  complete  line  of  bond  and  copier 
Business  papers  is  among  the  most  popular  today. 
A  great  way  to  start  your  business  day. 


(Tfeod 

Business  Papers 

Mead  Paper/Courthouse  Plaza/Dayton,  Ohio  45463 


OUR 
APPROACH 
TO  BUILDING 
IS  INHUMAN. 


Our  computer-aided  design  systems 
and  computer-controlled  manufactur- 
ing processes  help  eliminate  costly 
human  error  in  today's  buildings. 
This  computerized  approach  allows 
us  to  hold  up  our  high  standards 
for  safe  and  efficient  build- 
ings, while  we  hold  down 
your  costs. 

Call  today  for  your 
FREE  BROCHURE  of 
Butler®  exclusives. 
1-800-421-2769 

Exclusive  computer  designs 
that  save  you  money. 

Only  from  your  Butler  Builder? 
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Six  years  after  Barry  Sullivan  took  the 
helm,  First  Chicago  is  still . . . 


More  promise 
than  performance 


By  Barry  Stavro 

Barry  Sullivan  had  a  taste  of 
the  sporting  life  as  a  basketball 
star  at  Georgetown  University 
in  the  1950s.  Playing  in  front  of  rowdy 
crowds,  he  developed  a  thick  skin, 
and  that  has  come  in  handy  during 
Sullivan's  six  years  as  chairman  at 
First  Chicago  Corp.,  where  the  bank's 
performance  hasn't  exactly  won  him 
a  standing  ovation.  "Let  me  tell  you 
why  I  don't  care  [about  critics],"  Sulli- 
van says.  "I  played  basketball  and  I 
was  lucky  enough  to  learn  that  you 
don't  play  for  the  cheers  or  the  boos. 
People  have  excessively  focused  on 
[our]  two  bad  games." 

Those  two  bad  games,  as  he  calls 
them,  were  doozies.  In  the  third  quar- 
ter of  1984,  $278  million  worth  of 
First  Chicago's  loans  went  bad — part 
of  $686  million  in  loan  losses  in  the 
past  two  years.  Sullivan  claimed  at 
the  time  that  it  was  a  "one-time 
event."  But  only  a  few  months  later 
First  Chicago's  investment  in  Banco 
Denasa,  a  small  ($180  million  assets) 
Brazilian  bank,  began  unraveling.  By 
the  end  of  last  year  First  Chicago  had 
written  off  $131  million  (pretax)  on  its 
Brazilian  folly.  That  left  1985  earn- 
ings at  $169  million,  or  $2.84  per 
share,  a  0.43%  return  on  assets,  com- 
pared with  $86  million,  or  $1.19  per 
share  in  1984. 

Only  three  years  ago  Sullivan — 
then  three  years  into  his  stewardship 
— said  his  goal  was  for  First  Chicago 
to  rank  in  the  top  half  of  the  money 
center  banks  in  return-on-assets  per- 
formance by  mid-decade.  But,  of  the 
ten  biggest  banks  last  year,  only  Bank- 
America  Corp.  ;  which  lost  $337  mil- 
lion) had  a  poorer  ROA. 

Still,  Sullivan  says,  First  Chicago  is 
within  sight  of  his  bank's  goal,  earn- 
ing 15%  on  equity.  "We're  clearly  go- 


ing to  do  that  in  the  next  two  years," 
he  says.  Sullivan's  confidence  stems 
from  a  reorganization  in  April,  when 
he  merged  his  corporate  lending  unit 
with  his  smaller  investment  banking 
group.  Why?  To  throw  more  talent  at 
his  big  corporate  customers  and  de- 
velop more  investment  banking  ser- 
vices. Last  year  First  Chicago  handled 


Steve  Leonard 


First  Chicago's  Barry  Sullivan 
Betting  on  investment  banking. 


16  merger  and  acquisition  deals,  and 
Sullivan  hopes  First  Chicago  will  turn 
into  an  important  player. 

Unfortunately,  he  will  have  plenty 
of  formidable  competition,  not  only 
from  such  established,  aggressive  in- 
vestment bankers  as  Goldman,  Sachs 
and  Morgan  Stanley,  but  also  from 
such  power  banks  as  J. P.  Morgan  and 
Bankers  Trust,  which  are  reorganizing 
along  similar  lines. 

Sullivan,  of  course,  hasn't  lost  them 
all.  Two  years  ago  he  made  a  good 
move  when  he  bought  American  Na- 
tional Corp.  in  Chicago  for  $275  mil- 
lion. American  National  specializes 


in  the  thriving  middle  market,  li 
ing  to  small  companies,  those  \ 
sales  of  up  to  $1 15  million.  Amen 
National  holds  about  20%  of  the  C 
cago  area  market  and  earned  a  ret 
$42  million  last  year.  It  also  show 
17.5%  return  on  equity  over 
years — high  for  a  bank. 

Sullivan  wants  to  buy  other  mid 
market  banks.  After  July  1,  whet 
linois'  interstate  banking  law  ,t 
into  effect,  he  can  go  shopping 
neighboring  states.  The  only  prob 
is  paying  for  it. 

First  Chicago's  stock,  trading 
cently  at  32,  is  still  at  a  discount  tc 
$34.62-per-share  book  value.  But  b 
ing  another  bank  in  a  seller's  mai 
would  dilute  First  Chicago's  eqi 
and  probably  its  earnings.  Succes: 
mergers  and  acquisitions  would  I 
big  help  here,  because  the  fee  incc 
produces  earnings  gains  and  h« 
buoy  the  stock.  But  these  gains 
better  come  quickly:  The  reconfigi 
tion  of  midwestern  banking  ough 
be  pretty  much  settled  within  twc 
three  years  and  the  best  potential 
quisitions  will  be  spoken  for. 

For  now,  one  of  First  Chicaj 
earnings  kicks  comes  from  cr< 
cards.  It  is  the  fifth-biggest  card  iss 
in  the  country.  Because  of  those  a 
(and  their  19.8%  interest  rate),  c 
sumer  loans  produced  a  $65  mill 
profit  last  year.  But  credit  card  groi 
figures  to  slow  a  bit  now  that  Sear 
further  saturating  the  market  with 
Discover  card.  First  Chicago  r 
have  to  lower  its  card  rates  to  s 
competitive,  which  would  nan 
margins. 

This  year  some  analysts  say  F 
Chicago  could  earn  a  record  $4.2 
share,  $250  million.  The  bank's  v 
ture  capital  portfolio  of  140  stock 
including  midwestern  retailers 
manufacturing — still  has  sc 
oomph  left.  It  added  $121  millior 
pretax  profits  last  year.  Remain 
worries  are  the  bank's  Latin  Am 
can  loans  ($1.7  billion  at  risk  in  Br 
and  Mexico),  plus  enough  shaky  ei 
gy  loans  to  increase  the  bank's  n 
performing  assets  in  the  first  quar 

Sullivan  emphasizes  that  his  b; 
exceeds  the  Comptroller  of  the  C 
rency's  6%  primary  capital-to-as! 
ratio  requirement;  it  was  7.67%  at 
end  of  the  first  quarter  and  is  $ 
rising.  "We're  going  to  continue 
build  safety  until  the  marketpl 
says,  'You  guys  are  so  strong  yoi 
impregnable,'  "  he  says. 

No  question:  Sullivan  is  playir 
nimble  game.  But  as  any  sports  fan 
investor,  knows,  what  matters  is  \* 
and  losses.  Sullivan's  team  has  ye 
bring  home  the  trophy.  ■ 
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On  the  Docket 


nt  to  protect  yourself  in  case  of  a  law- 
\?  Heres  one  way  not  to  do  it. 


Pyramid 
play 


By  Lisa  Gnbernick 


W  hen  you  grow  up  a  share- 
■  cropper's  son  like  I  did,  you 
I  make  a  list  of  things  you 
want  to  do  for  the  rest  of  your 
didn't  want  to  farm."  So  says 
id  Stonecipher,  48,   of  Ada, 

and  if  things  keep  going  as 
lave  for  him  in  the  last  few 

he  will  undoubtedly  never 
:o  trail  along  behind  another 
pulling  mule  as  long  as  he 

cofounder,  chairman  and 
executive  officer  of  Pre-Paid 

Services  Inc.,  Stonecipher 
es  over  one  of  the  nation's 
t-growing  companies  in  the 
:ld  of  legal-expense  coverage, 
cs  to  Pre-Paid,  he  is  now  a 

millionaire  25  times  over, 
ng  on  the  popularity  of  a 
hat  sells  legal  insurance  to 
who  fear  for  themselves  and 
savings  in  America's  tide  of 
its. 

irly  12  million  people  have 
form  of  legal  insurance  cover- 
p  from  1.5  million  prior  to  1978, 
number  of  big-name  companies 
ling  BankAmerica  Corp., 
sson  Corp.  and  Montgomery 

&  Co.  have  moved  into  the 
5ut  Pre-Paid's  growth  (1985  rev- 
,  $19.8  million)  outpaces  them 
by?  Stonecipher's  secret  is  what 
company   calls  "multilevel 

but  what  might  be  more  accu- 
described  as  plain  old  pyramid- 
•elling. 

lecipher  peddles  insurance  the 
onway  pushes  soap — chain-let- 
fle.  Nearly  90,000  people  have 
>55  apiece  for  the  privilege  of 


selling  Pre-Paid  policies  to  friends, 
neighbors  and  anyone  who  will  buy 
them.  Buyers  often  become  Pre-Paid 
salespeople,  and  whenever  they  in 
turn  sell  policies,  a  part  of  the  com- 
mission flows  back  to  the  salespeople 
who  originally  recruited  them.  The 
game  is  not  just  to  sell  policies  but  to 


Pre-Paid  Legal  Services'  Stonecipher 
"I  didn't  want  to  be  a  sharecropper." 

recruit  salespeople. 

Such  a  selling  structure  requires 
endless  enthusiasm,  and  Stonecipher 
excels  at  providing  it.  The  company 
logo,  a  gold  lady  of  justice,  gleams  from 
his  lapel  as  he  expounds  with  evangeli- 
cal fervor  on  Pre-Paid's  importance. 
"There  are  140  million  Americans  for 
whom  legal  problems  could  mean  fi- 
nancial disaster,"  he  says.  "Pre-Paid 
provides  peace  of  mind." 

Peace  of  mind,  presumably,  is  why 
some  172,000  people  signed  up  for 
such  coverage  last  year.  But  peace  of 
mind  is  apparently  not  what  they  get. 
For  an  average  annual  cost  of  $140, 
Pre-Paid  covers  legal  defense  costs  for 
everything  from  speeding  tickets  to 


vehicular  manslaughter  to  IRS  audits. 
Members  can  even  select  their  own 
attorneys. 

But  members  are  reimbursed  for 
only  one  half-hour's  worth  of  consul- 
tations with  an  attorney  on  any  given 
subject  during  any  three-month  peri- 
od. Facing  a  tax  audit?  Unless  it  goes 
to  trial  (only  about  3%  actually  end 
up  in  court),  Pre-Paid  pays  only  $250 
per  case.  Moreover,  many  other  Pre- 
Paid  benefits  duplicate  standard 
homeowner  and  automobile  coverage. 

A  good  deal?  Other  plans  provide 
unlimited  phone  consultations  with 
preselected  attorneys,  plus  follow-up 
letters  and  calls  as  well  as  discounted 
attorneys'  fees,  should  actual  repre- 
sentation be  needed — and  all  for 
about  the  same  premium  as  charged 
by  Pre-Paid.  No  surprise,  then,  that 
Pre-Paid's  renewal  rate  is  abysmal. 
Only  about  20%  of  the  members  last 
more  than  five  years. 

In  fact,  fully  one-third  of  Pre-Paid's 
profits  do  not  come  from  policy  pre- 
miums at  all,  but  rather  from  the 
$55  fees  charged  sales  recruits  for 
"training."  Contemplating  what  this 
means  for  Pre-Paid's  future,  one  ana- 
lyst asks:  "What  is  going  to  happen 
five  years  from  now,  when  the  only 
way  to  keep  growing  is  to  recruit 
the  entire  population?" 

Though  the  stock  is  flying  high 
on  its  business  concept — it  has  re- 
cently been  trading  over-the- 
counter  at  16  a  share,  or  100  times 
1985  earnings — the  balance  sheet 
remains  shaky.  Thanks  to  stun- 
ningly large  71%  upfront  commis- 
sions paid  on  each  policy  sold,  cash 
flow  in  1985  ran  $7.5  million  in  the 
red — or  nearly  40%  of  entire  gross 
revenues  and  more  than  triple  the 
rate  sustained  in  1984.  To  keep  the 
firm  thriving,  Atlanta-based  broker 
Robinson  Humphrey  last  year 
raised  $4.1  million  in  debt,  and 
more  could  be  on  the  way.  Mean- 
_  while,  plans  are  afoot  to  sell  up  to 
$20  million  in  new  stock  later  this 
year  to  raise  more  cash. 

What  will  the  company  do  with  it? 
It  seems  that  $200,000  or  so  of  this 
year's  budget  has  already  been  ear- 
marked for  an  official  biography  on 
Stonecipher  to  motivate  employees 
for  the  future.  "We're  going  to  be  the 
American  Family  Life  of  legal  insur- 
ance," he  burbles,  referring  to  the  $1 
billion  (1985  revenues)  company  that 
has  made  its  name  selling  cancer  in- 
surance. Stonecipher  is  more  right 
than  he  knows.  AFL's  cancer  insur- 
ance, after  all,  is  no  great  bargain, 
either,  largely  offering  superfluous 
coverage  that  duplicates  the  benefits 
in  a  good  major  medical  policy.  H 
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DODGE  LANCER 

5  50  PROTECTION'.  STANDARD 


DODGE  LANCER. 
THE  AFFORDABLE 

FAMILY  SEDAN 
WITH  THE  HEART 
OF  A  SPORTS  CAR, 


If  you're  in  need  of 
a  family  sedan,  but 
your  heart's  in  a 
■sports  car,  take 
heart.  Because  Dodge 
Lancer  is  the  family 
sedan-that's  hidden  a 
sports  car  inside. 
Standard  features 
include:  v 


2.2  liter  EFI  engine. 
Precise  power 
steering  and  brakes. 
Front-wheel  drive. 
Precision  balanced, 
suspension. 
Halogen  head- 
lamps. 

Tinted  glass  all 
around. 

Hatchback  versatil- 
ity and  fold-down 
rear  seat.  ■ 
Tachometer.  ^ 
gauge  alerts.  % 
message  q 


Front  center 
console  with 
storage  box. 


Dodge 


leasing' 
Lancer. 


AN  AMERICAN 
REVOLUTION 


fZVfpkfiWer  ■■'qtfftfab.  first.  See  5/50  limited  warranty  at  dealer.  Excludes  leases.  Res 
ira)ppiy,   +?Bqse  sticker  price  excludes  lax  and  destination  charges.  Styled  steel  w-hee's 
$60'estra:   .   . ■  '  .  BUCKLE  UP  FOR 


Taxing  Matters 


mid  the  cost  of  designing  a  panty  hose 
zkage  be  treated  like  the  cost  of  a  truck? 
\  IRS  has  so  ruled,  and  the  consumer 
)ducts  companies  are  screaming. 

L'eggs  on 
their  faces 


By  Laura  Saunders 


fW  ho  would  think  the  addi- 
m  tion  of  two  words  to  a  panty 
■  hose  label  could  reverse  70 

of  tax  law?  Yet  that  is  what 
j  to  have  happened  in  an  extraor- 
i  case  pitting  the  Internal  Reve- 
ervice  against  Sara  Lee  Corp.  and 
.ee's  L'eggs  panty  hose  division. 

IRS  ruling  stands,  the  decision 
ost  General  Foods,  RJR  Nabisco, 
;r  &  Gamble  and  scores  of  other 
imer  products  companies  dearly. 
i  horror  show,"  says  David  Til- 
ist,  a  New  York  City  lawyer 
epresents  a  food  industry  group, 

L'eggs  ruling. 

issue  is  whether  companies 
d  capitalize  or  expense  the  costs 
signing  product  packaging.  For 
urposes,  companies  prefer  ex- 
ig  costs  to  capitalizing  them: 
:r  expenses  reduce  current  in- 
taxes.  The  IRS,  naturally,  wants 
to  capitalize  costs, 
ew  years  back  Sara  Lee  (then 
>lidated  Foods)  added  a  line  of 
>  with  a  girdle  attached  to  the 

hose.  It  put  the  words  "control 
an  the  L'eggs  label  but  did  not 
;e  the  label  or  the  unique  egg- 
d  container  in  any  other  way. 
i  Lee  deducted  the  costs  of  the 
"control  top"  package  design, 
seems  reasonable.  After  all,  tax 
lys  the  costs  of  keeping  a  busi- 
going  are  ordinary  expenses, 
i  are  fully  deductible.  The  law 
nly  costs  of  acquiring  long-term 
— equipment,  say,  or  trade- 
5 — must  be  capitalized,  and  then 
:ized  over  the  asset's  useful  life, 
ig  the  words  "control  top"  to  the 
»  package  surely  seems  a  case  of 


L'eggs  on  display 

A  rotten  tax  ruling  Jot  packagers. 

maintaining  an  existing  product  line. 

But  the  IRS  saw  it  differently.  In  the 
course  of  a  Sara  Lee  audit  still  in  pro- 
cess, agents  said  that  changing  the 
L'eggs  label  in  effect  redesigned  the 
package,  and  that  package  designs  or- 
dinarily last  several  years.  Therefore  a 
package  design  is  a  long-term  asset, 
like  a  truck.  Therefore — Q.E.D. — the 
costs  of  package  design  must  be  capi- 
talized, not  expensed.  Therefore  no 
current  deduction.  Sorry. 

Worse,  the  IRS  decreed  that  since 
no  one  knows  what  the  useful  life  of  a 
package  will  be,  the  design  cost  can- 
not even  be  amortized  until  the  de- 
sign is  "abandoned."  Unfortunately, 
the  IRS  neglected  to  specify  what 
"abandoned"  means. 

The  L'eggs  ruling  has  corporate  tax 
people  up  in  arms.  "It's  too  drastic  a 
change  in  the  way  they've  treated 
these  expenses  ever  since  1913  [when 
the  income  tax  was  enacted],"  com- 
plains RJR  Nabisco  tax  manager 
Thomas  Chrosniak.  Besides  Sara  Lee, 
companies  grappling  with  the  IRS 
over  this  issue  include  RJR  Nabisco, 
Philip  Morris,  CPC  International  and 


Coca-Cola.  Such  companies  spend  as 
much  as  $30  million  a  year  on  pack- 
age design.  One  tax  manager  thinks 
the  ruling  could  cost  his  firm  $15  mil- 
lion a  year  in  extra  taxes. 

The  new  ruling  could  have  an  enor- 
mous effect  on  Coca-Cola.  In  1985  the 
company  stopped  making  "old 
Coke,"  brought  out  "New  Coke" 
cans,  then  reissued  old  Coke  in  "Coke 
Classic"  cans. 

Will  the  IRS  hold  that  Coke  Classic 
cans  constitute  a  brand-new  packag- 
ing design,  expenses  of  which  may  not 
be  deducted?  Says  Dallas  Hurston,  di- 
rector of  taxes  for  the  company,  "We 
brought  these  issues  up  with  the  IRS 
industry  specialist,  and  he  could  not 
give  us  any  answer.  That's  because 
there  is  no  answer." 

With  so  much  tax  money  at  stake, 
the  affected  companies  and  the  IRS 
will  fight  out  the  L'eggs  ruling  in  tax 
court,  unless  the  IRS  reverses  itself. 
Observers  feel  if  the  IRS  established  a 
reasonable  "useful  life"  for  package 
designs  and  allowed  their  costs  to  be 
amortized  over,  say,  five  years,  then 
the  IRS  could  very  well  win. 

An  IRS  victory  here  could  be  bad 
news  for  advertisers  and  publications 
that  solicit  advertisements,  including 
Forbes.  "If  package  design  expenses 
must  be  capitalized,  why  not  advertis- 
ing expenses?"  asks  Coke's  Hurston. 
The  IRS  seems  to  be  taking  the  line 
that  if  advertising  helps  to  build  good- 
will, then  why  not,  in  the  name  of 
consistency  if  not  common  sense, 
force  companies  to  capitalize  all  or 
part  of  their  advertising  expenditures? 

One  version  of  Senator  Bob  Pack- 
wood's  (R-Ore.)  tax  reform  proposal 
would  have  made  companies  capital- 
ize 20%  of  advertising  expenses.  That 
proposal  was  killed,  but  the  L'eggs 
ruling  could  achieve  the  same  end 
through  a  different  door. 

But  the  L'eggs  ruling  has  even 
broader  implications.  If  package  de- 
sign and  advertising  expenses  must  be 
capitalized,  shouldn't  all  sales  efforts 
be  capitalized,  at  least  in  part,  so  as  to 
match  income  and  expense?  Don't 
think  that  is  so  farfetched.  Recently 
departed  IRS  Chief  Counsel  Fred 
Goldberg,  now  with  New  York's  law 
firm  of  Skadden  Arps  Slate  Meagher  & 
Flom,  warns  the  IRS'  current  philoso- 
phy is  to  explore  that  frontier.  "What 
about  the  guy  who  sells  a  five-year 
equipment  lease?"  says  Goldberg. 
"Should  his  salary  be  written  off  over 
the  life  of  the  lease?" 

Given  that  the  IRS  is  concerned  noi 
with  producing  income  but  with  tax- 
ing income,  it  should  surprise  no  one 
if  dangerous  ripples  from  the  L'eggs 
ruling  quickly  spread.  ■ 
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Special  Advertising  Supplem 


MANUFACTURING  TECHNOLOGY 

to  Business  Strategy 


Prepared  by 

Yanl<eeGroup 


tree. 
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The  Need  for  a  Strategic  Goal:  Manufacturing  technology  should  not  be  a  goal  in  its 
it  is  a  tool  to  achieve  a  goal.  Without  a  strategic  purpose,  technology  is  powerless. 
Driven  by  a  strategic  vision  and  implemented  in  concert  with  philosophy  change,  te 
nology  can  be  used  to  attack  the  competition. 


General  Electric  Steam-Turbine  in 
Schenectady,  winner  of  the  CASA  Lead 
award  (the  highest  recognition  for  excellence 
in  computer-integrated  manufacturing), 
began  its  multimillion-dollar  plant  and  busi- 
ness renovation  because  it  saw  its  market 
changing  from  a  product  to  a  service  busi- 
ness. In  a  service  business,  it  saw  that 
tracking  business  from  customer  quote 
through  shipment  of  a  finished  product 
would  be  key  to  being  able  to  compete.  GE 
initially  laid  out  a  10-year  plan,  keeping  in 
mind  its  overall  goal  but  defining  the  priori- 
ties and  phases  needed  to  reach  that  goal. 

What  is  most  important  to  the  corpora- 
tion's ability  to  retain  its  customer  franchise? 
>s  the  objective  to  remain  or  become  the  low- 
cost  producer?  To  meet  customers' 
demands  for  consistent  quality?  To  be  first  to 
market  with  new  products?  In  all  of  these 


cases,  manufacturing  is  a  gating  factor  to 
corporate  performance.  If  manufacturing 
cannot  perform,  the  corporation  does  not 
perform. 

Of  course,  the  benefit  most  critical  to  a 
company's  success  is  not  necessarily  the 
only  one  that  is  desirable  or  achievable.  A 
balance  is  required:  A  company  may  have 
difficulty  being  the  lowest-cost  producer  and 
offering  the  broadest  range  of  products.  Yet, 
in  practice,  the  benefits  of  developing  a 
strategy,  examining  the  manufacturing 
process  and  deploying  strategic  automation 
are  inseparable;  for  example,  reduced  costs 
will  often  be  a  byproduct  of  tighter  quality 
control.  Focusing  on  achieving  these  strate- 
gically critical  benefits  is  the  place  to  start 
the  planning  process. 

Manufacturers  need  a  vision  of  where  they 
ought  to  be-looking  at  changes  in  philoso- 


phy and  possibilities  in  technology,  but  r 
important,  looking  ahead  to  what  they  e) 
the  business  environment  to  be.  These  [ 
have  to  be  flexible  enough  to  adapt  to 
changing  realities.  For  example,  10  year 
.ago,  not  many  plants  looked  at  energy- 
management  systems,  but  with  rising  er 
costs,  they  have  become  a  major  opporl 
nity  for  cost  savings.  GE  has  a  10-year  p 
that  is  revised  every  two  years. 

Within  any  particular  plant,  an  automa 
project  should  be  held  up  against  the  fra 
of  the  larger  plan.  What  is  this  purchase 
buying  me  in  terms  of  my  strategic  goal; 
One  major  automotive  parts  supplier  hai 
several  million  dollars  budgeted  for  its  p 
automation  in  1985,  but  stepped  back  a 
realized  it  hadn't  examined  what  was  ne 
in  its  factories.  It  put  a  hold  on  spending 
while  it  examined  where  it  ought  to  be. 


■■ 

In  your  office,  you  find  the 
following: 

1 .  a  contract  that  has  to  be 
across  the  country  overnight 

2.  500  lbs  of  transistors  that 
have  to  be  in  Tokyo  by  the 
end  of  the  week 

You  may  make  one  phone  call. 
Who  do  you  call? 

a.  Federal  Express8 

b.  UPS* 

c.  Emery® 

d.  an  executive  recruitment  firm 


You'd  like  to  develop  Tierra 
del  Fuego  as  a  major  new 
market.  To  do  so,  you  must 
have  your  samples  there  in 
time  for  the  yam  fiesta. 
Who  can  get  them  there? 

a.  Purolator® 

b.  Federal  Express® 

c.  Emery5 

d.  Federales  Espresso 


omething  to 
't  kremembe 
^^You  do 


You've  shipped  something  to 
Asia,  but  you  can't 
where,  exactly, 
remember  that 
you  shipped  it 
with  the  company 
that  can  trace  by 
computer  virtually  anywhere 
in  the  world.  Now,  can  you 
remember  who  you  used? 

a.  DHL"  c.  Emery" 

b.  Federal  Express' d.  Beatric  e4 


MARCH 
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You're  a  small  shipper.  Well,  you're  not  really 
that  small,  but  you  don't  ship  a  lot  every  night. 
Except  some  times,  of  the  year,  when  everyone 
wants  your  business.  You're  tired  of  being 
pushed  around.  Who  will  give  you  a  discount 
on  shipping  as  little  as  one  large  item  a  month? 

a.  Airborne1  c.  Federal  Express" 

b.  Emery"  d.  Rambo 


You've 
read  about 
cash  flow  in 
business  magazines, 
and  you  want  some.  One 
of  the  companies  below  can  help 
you  get  some  by  giving  you  your 
volume  shipping  discount  every 
night,  instead  of  at  the  end  of  the 
month.  Which  one? 

a.  UPS '     c.  Let's  Make  a  Deal 

b.  Emery"  d.  Federal  Express1 


■ 


en  you  call  your  local  air- 
ping  expert  with  an  impor- 
question,  who  do  you  get? 

>ur  local  air-shipping  expert 
)mebody  with  a 
nphis  accent 
Dusy  signal 
uzak 


Who  has  the  most  experience 
in  the  air  shipping  business? 

a.  Federal  Express" 

b.  People  Express" 

c.  American  Express" 

d.  Emeiy" 


7 

How  many  different  air- 
shipping  companies  does 
your  company  use  every 
night? 

a.  one 

b.  four 

c.  six 

d.  How  many  are  there? 


one  air-shipping  company  can  handle  virtu- 
ny  size,  weight  or  shape  package  and  get  it 
'here  in  the  world.  Can  you  tell  which  it  is  by 
)gan?  (Note:  not  a  trick  question). 

ly  tool  around  with  anyone  else? 
/ernight,  not  overprk  ed. 
>m  the  biggest  to  the  smallest,  it's  as  good 
>re,  just  call  us. 

thout  chemicals,  lite  itself  would  be  impossible. 


One  of  these  companies  goes  by  the  real  name 
of  the  real  person  who  runs  it.  Do  you  know 
the  real  thing  when  you  see  it? 

a.  Emery®  (John  Emery) 

b.  Federal  Express*  (Fred  X.  Press) 

c.  Airborne"  (Charles  "Airborne"  Smythe  III) 

d.  UPS*  (Joe  UPS) 

TIME'S  UP.  FOR  THE  CORRECT  ANSWERS, 
PLEASE  TURN  THE  PAGE... 


Answers 

i    Only  one  air-shipping  company  in  the  world  can 
'  get  heavyweight  or  lightweight  shipments  just 

about  anywhere  in  the  world,  fast.  If  your  answer 

was  "Emery,"  you're  right. 
H   If  you  have  to  get  something  to  a  really  out-of-the- 
'  way  place  in  a  hurry,  you  can't  miss  if  your  answer 

to  this  was  (c),  Emery, 
fl  Many  air-shipping  companies  have  computerized 

tracking.  But  one  has  a  tracking  system  that  keeps 

track  of  shipments  by  computer  network  once 

they've  left  the  continental  U.S.  Emery. 

When  you  call  your  local  Emery  expert,  you're  talk- 
'  ing  to  a  person  you  know,  rather  than  an  anonymous 

central  information  clearing  center.  So  when  you 

have  a  problem,  you'll  know  exactly  who  to  call  for 

the  solution. 

C   You  want  experience?  Is  forty  years'  worth  enough? 

'  Thafs  how  much  Emery  has. 
0   If  you're  using  more  than  one  air-shipping  company, 
J '  you're  not  shipping  as  efficiently  as  you  could  be. 
Yet  only  one  air-shipping  company  can  handle 
virtually  any  size,  or  weight  urgent  shipment 


you've  got.  Emery  again. 


"I  Your  Emery  representative  can  give  you 
'  information  on  how  you  can  get  a 
discount  on  shipping  as  little  as 
one  large  item  a  month 


0   Lots  of  air-shipping  companies  give  discounts.  Most 
make  you  wait  for  your  savings.  With  Emery,  you 
can  estimate  your  approximate  volume  and  get 
your  discount  computed  on  the  spot.  So  every  night 
you're  using  your  money,  instead  of  lending  it  to 
someone  else.     "  ■ 

Q   By  now,  you  know.  Ifs  Emery.  Virtually  any  size,  any 
weight,  anywhere,  just  call  Emery.  Ifs  as  g<xxl  as  there, 
in   When  you've  made  something  you're  proud  of, 
you  put  your  name  on  it.  In  this  case,  the  name 
is  Emery. 

CONGRATULATIONS. 

You've  passed  the  test.  You're  an  air-shipping  ace. 
Send  us  the  coupon  below.  We'll  send  you  a  certificate 
and  button  attesting  to  your  skill  and  knowledge  in  the 
rarefied  atmosphere  of  air  shipping.  And  if  you  have  any 
question  at  all  about  air  shipping  that  this  test  hasn't 
helped  answer,  call  1-800-HI  EMERY.  We'll  help 
you  make  your  next      air-shipping  mission  a  victory. 


AIR  COURIER -AIR  CARGO  •  WORLDWIDE 

ITS  AS  GOOD  AS  THERE. 
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on  Starts  in  the 
ition 

issue  in  shaping  a  manufacturing 
f  strategy  that  is  driven  by  a  busi- 
jgy  is  that  business  strategy  and 
;hnology  are  frequently  compart- 
i  in  an  organization.  Thus,  plan- 
ieciding  on  such  a  strategy  is 
ver  50%  of  respondents  to  a 
ikee  Group  survey  in  manufactur- 
Dlanning  diff  iculties  as  the  major 
n  implementing  computers  in 
uring,  and  as  many  cited  organiza- 
Dersonnel  issues  as  contributing  to 
iculties. 


y  Is  Specific 

strategic  issues  are  specific  to  each 
each  organization  and  each  site.  In 
Yankee  Group  survey,  for  example, 
the  semiconductor  manufacturers 
mproving  quality  as  the  key  way  in 
omputers  in  manufacturing  could 
iprove  their  competitive  position; 
amed  cost.  In  contrast,  only  5%  of 
tive  manufacturers  named  quality 
as  the  key  competitive  lever;  45% 
cost. 

iugh  key  strategic  choices  may  be 
/  industry,  each  organization  has  to 
its  position  in  that  industry:  its 
;es,  capabilities,  existing  facilities,  as 
its  future  goals.  To  be  truly  competi- 
>u  have  to  do  something  different  from 
our  competition  is  doing, 
eral  Motors  is  working  to  transform  its 
ng  environment  so  that  it  can  build  in 
ise  to  order.  The  ideal  is  to  be  able  to 

0  your  automotive  showroom,  order  a 
levette  with  AM/FM  radio  and  sunroof, 
at  order  transmitted  to  the  factory, 

led  with  other  cars  that  need  sunroofs, 
hip  to  the  dealer  in  a  week.  GM  needs 
one  better  on  the  Japanese  and  other 
ast  competition.  With  Japanese  carma- 
currently  enjoying  a  $2,000-per-car 

1  advantage,  price  is  not  the  place  in 

i  to  compete.  GM  can  offer  freedom  of 

;e  and  quick  delivery. 

in  organization  and  its  people  are 

ed  into  small  fiefdoms,  no  computer, 
area  network,  or  any  other  kind  of 
lology  will  integrate  them.  The  strategy, 
xamination  of  the  manufacturing  pro 
and  the  planning  for  that  future  are 
!  important  than  any  technology.  Yet, 


although  the  ideas  of  integration  and  flow 
manufacturing  are  not  technology-driven, 
technology  can  help  achieve  these  and  other 
strategic  goals. 

The  Promise  of 

Computer-Integrated 

Manufacturing 

Part  of  the  promise  of  computer-integrated 
manufacturing  is  in  the  word  "integrated." 
With  the  option  of  using  computers  to  inte- 
grate our  manufacturing  facilities,  we  can 
make  choices  about  how  to  automate  strate- 
gically. 

In  U.S.  manufacturing  companies  in 
particular,  the  automation  of  information  will 
be  increasingly  important  in  order  to  achieve 
the  integrated  facility.  Differences  in  organi- 
zational structure,  work  rules  and  culture 
and  existing  information  structures  will  all 
contribute  to  the  importance  of  information 
automation  in  the  United  States  as  com- 
pared with  some  overseas  competitors.  The 
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number  of  microprocessing  devices  on  the 
shop  floor  creates  an  opportunity,  which,  if 
leveraged  appropriately,  can  help  companies 
build  a  competitive  advantage. 

During  the  course  of  an  automation  proj- 
ect at  an  oil  refinery,  the  project  manager 
discovered  that,  in  fact,  existing  systems 
were  not  being  calibrated  accurately  much  of 
the  time.  Some  operators  who  thought  they 
understood  the  process  actually  did  not.  One 
of  the  major  benefits  of  the  project  was 
gaining  control  of  a  process  the  company 
did  not  know  was  out  of  control. 

Market  Trends 

The  Yankee  Group  expects  the  U.S.  mar- 
ket for  computers  used  in  manufacturing 
facilities  to  grow  from  $4.98  billion  in  1985 
to  $12.83  billion  in  1990.  The  need  for 
flexible  automation  will  make  the  manufac- 
turing computer  market  a  relatively  high- 
growth  area  during  the  late  1980s. 
Computer  intelligence  along  with  communi- 


Dana  Corporation  Uses  SBI's  Total  Systems  Approach 
to  Gain  Production  Control 


Problem:  Moving  to  a  just-in-time  environ- 
ment was  a  goal  for  the  newest  regional 
assembly  plant  of  Dana  Corporation's  Spicer 
Heavy  Axle  Division.  Located  in  Lancaster, 
Penn.,  the  $10-million  facility  covers 
230,000  square  feet  of  floor  space.  Its 
simple  structure  and  no-frills  appearance 
belie  the  sophisticated  computer-automated 
assembly  line  in  place,  one  of  the  first  of  its 
kind  in  North  America.  "Our  assembly 
process  is  quite  complex,"  explains  Joe 
Stephenson,  plant  manager  of  the  high-tech 
facility.  "Each  axle  coming  down  the  line  is 
different.  We  needed  to  come  up  with  a 
method  to  be  sure  the  right  components 

ere  assembled  on  the  right  axle.  Our  goal 
was  to  seize  control  of  the  factory  floor  and 
everything  touching  the  production  pro- 
cess." 

Solution:  A  major  tool  used  to  gain  control 
of  the  process  is  a  bar  coding  system 
developed  by  SBI  Corporation  of  Fort 
Wayne,  Ind.  A  systems  integrator  backed  by 
George  E.  Mendenhall  and  Franklin  A. 
Johnson,  SBI  custom-designed  for  Dana  a 
Computer  Aided  Parts  Identification  Tracking 
and  Assembly  Verification  System  to  control 
materials  and  the  assembly  process.  SBI 
was  selected  for  its  total  systems  approach. 
"Other  vendors  were  trying  to  sell  us  a 
hardware  package,"  Stephenson  says. 
"They  weren't  interested  in  working  with  us 
from  a  systems  standpoint."  SBI's  philoso- 
phy is  to  understand  first  the  goals  and 
environment  of  a  client  and  then  develop 
together  the  manufacturing  information 


system  necessary  to  support  the  facility. 
Only  after  this  are  the  hardware  and  soft- 
ware needs  determined.  These  are  then 
incorporated  into  a  comprehensive  and 
cohesive  system  that  can  be  implemented  in 
stages  as  priorities,  cost-benefit  analyses 
and  market  demands  allow.  Implementation 
of  phase  two  is  still  under  way— total  inven- 
tory control.  When  completed,  all  parts 
received  at  Dana  will  be  bar-coded  by  the 
vendor  and  recorded  by  scanner  into  the 
Dana  system.  This  will  tell  not  only  what  is 
in  stock,  but  where  it  is  located  and  how 
long  it  has  been  there. 

Resolution:  There's  no  lack  of  enthusiasm 
on  Stephenson's  part  for  the  SBI  system. 
Dana's  just-in-time  environment  is  evi- 
denced by  excellent  delivery  schedules,  high 
quality  control,  reduced  paperwork,  efficient 
training  of  floor  personnel  and  immediate 
on-line  decision  information.  Because  of  its 
speedy  implementation,  Spicer  Heavy  Axle 
Division's  high-tech  facility  now  serves  as  a 
prototype  for  other  Dana  plants. 


SBI  s  bar  coding  system  Is  used  at  Dana  to  seize 
control  ot  the  factory  floor. 
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Emery's  Worldwide  Coverage  and  Next-Day  Service  Give  Manufacturers  a  Competitive  Edge 


Yankee  Group  Interviews  John  C.  Emery,  Jr. 

Q:  Mr.  Emery,  how  does  a  fast  air-freight 
carrier  help  manufacturing  companies 
today? 


A:  There  are  a  number  of  services  we  can 
provide  a  manufacturer.  We  give  the  manu- 
facturer reliable  transit  times,  both  domesti- 
cally and  internationally.  For  shipments 
traveling  via  Emery  from  the  supplier  to  the 
assembly  plant,  the  manufacturer  can  be 
assured  that  its  production  time  tables  will 
not  be  interrupted. 
I'll  give  you  an  example.  Emery  works 

•  closely  with  the  automobile  industry.  We 
have  found  that  over  the  years  there  are 

•  situations  involving  tight  manufacturing 
deadlines.  In  those  circumstances  when 
materials  are  due  to  arrive  late  from  parts 

•  suppliers,  or  materials  need  to  be  re-ordered 
from  suppliers  due  to  quality  discrepancies, 
Emery  is  there  to  provide  delivery  enabling 
production  to  remain  on  schedule. 

Emery  has  built  a  reputation  of  reliable, 
cost -efficient  service.  Oftentimes,  we  find 
ourselves  picking  up  a  shipment  at  4  p.m. 
from  an  automotive  parts  supplier  in  Michi- 
gan and  delivering  it  to  an  assembly  plant  in 
Louisiana  for  the  7  a.m.  shift  the  next  day. 

Q:  There  appears  to  be  a  growing  trend  of 
using  fast  freight  carriers  like  Emery  for 
just-in-time  situations.  Why? 

A:  Emery  provides  reliable  transit  times  so  a 
manufacturer  knows  its  schedule  will  be 
met.  Emery  also  provides  a  back-up  delivery 
system  for  a  manufacturer  in  case  the 
schedule  is  thrown  off  by  production  delays. 
In  effect,  we  are  a  scheduling  partner  and 
doctor  as  we  ensure  that  the  manufacturing 
process  remains  healthy  regardless  of  an 
unexpected  mishap. 

But  there  is  also  a  third  important  applica- 
tion of  Emery's  services  in  the  information 
systems  area.  We  recently  solved  what  was 
becoming  a  major  billing/inventory  problem 
for  American  Express. 

American  Express  was  growing  quickly 
due  to  its  recent  acquisitions.  As  a  result, 
its  traffic  department  was  in  transition. 
Shipments  were  being  processed  from  as 
many  as  five  different  buildings.  The 


John  C.  Emery.  *. 
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company's  billing  department  often  was 
unable  to  identify  the  source  of  the 
outgoing  shipments  as  each  company/ 
department  followed  its  own  shipping 
formats.  American  Express  was  forced  to 
pay  expensive  overhead,  wasting  precious 
manhours  to  trace  shipment  orders  and 
allocate  correct  charges  to  appropriate 
departments. 

Our  Technical  Support  Group  went  to 
American  Express,  assessed  the  situation 
and  implemented  some  information  con- 
trols. Emery's  PC  Manifest  System,  a 
unique  personal  computer  software  package 
designed  by  Emery,  was  placed  in  a  central 
location  and  used  to  develop  a  customized 
billing  and  tracking  system  for  all  of  Amex's 
shipments.  It  eliminated  standard  airbills  by 
producing  a  shorter,  more  easily  coded 
manifest  and  label. 

An  important  feature  here,  which  many 
manufacturers  can  take  advantage  of,  is  the 
ability  to  track  recurring  consignees.  Ameri- 
can Express  is  able  to  combine  orders  from 
its  numerous  departments  for  its  common 
consignees.  Substantial  savings  are  pro- 
vided by  charging  solely  for  aggregate 
shipment  weight  on  the  combined  order 
rather  than  for  separate  shipments. 

As  you  can  see,  Emery's  PC  Manifest 
System  helped  a  major  corporation  stream- 
line its  billing  operations  and  realize  the 
importance  of  an  integrated  shipping  opera- 
tion. This  type  of  streamlining,  inventory 
and  cost  control  will  give  any  manufacturer 
the  opportunity  to  establish  reliable  sched- 
ules, save  money  and  build  that  savings  into 
the  final  product,  thereby  retaining  and,  in 
some  cases,  regaining  a  competitive  edge 
over  many  of  the  less  expensive  imported 
products  on  the  market  today. 

Q:  How  are  your  air-shipping  services  cost 
justified  from  a  manufacturing  viewpoint? 

A:  Although  we  are  very  competitively 
priced,  the  primary  reason  we  are  chosen  by 
countless  manufacturing  companies  is 
reliable  service.  Of  course  manufacturers 
are  price  sensitive,  but  their  number  one 


concern  is  top  quality  service.  Why?  Just 
measure  the  cost  of  shipping  parts  over- 
night against  the  cost  of  closing  down  an 
assembly  plant,  or  missing  one  shift  of 
production  time  because  a  critical  part  has 
not  arrived.  As  I  said  earlier,  we  are  partners 
with  manufacturers,  helping  them  meet  their 
critical  schedules.  And  at  certain  times  we  | 
are  doctors,  supplying  the  fast,  predictable 
delivery  of  parts  when  a  problem  arises  that 
may  be  out  of  the  manufacturer's  control. 
Finally,  we  are  problem  solvers  providing 
current  information  technologies,  like 
Emery's  PC  Manifest  System,  to  customers 
allowing  them  greater  cost  savings  and 
more  efficient  control  over  the  shipping 
process. 

Q:  What  kinds  of  controls  are  used  to  track 
and  ensure  timely  delivery? 

A:  We  have  a  very  elaborate  tracking  sys- 
tem called  EMCON.  Here's  how  it  works. 
EMCON  stands  for  Emery  Control.  Every 
Emery  office  in  the  world  is  on-line  with  the 
main  data  bank  in  Wilton,  Conn.  Updates  on 
all  packages,  prices  or  route  segments  are 
automatic.  When  you  ship  a  package, 
everything  about  that  package— the  ship- 
ment number,  the  size,  weight,  contents, 
price,  shipper's  name/address,  consignee, 
destinations  and  rates— is  entered  into  the 
computer  at  various  points  during  its  transit. 
We  can  trace  any  package  in  the  world 
immediately,  from  any  office  in  the  world. 
For  some  manufacturers,  there  are  special 
handling  instructions.  By  feeding  this  valu- 
able information  into  the  computer,  we  are 
able  to  ensure  proper  handling  and  on-time 
delivery. 

I  might  add  that  we've  occupied  a  leader- 
ship position  with  manufacturers  for  40 
years.  A  lot  of  our  success  is  due  to  our 
efforts  to  foster  a  partnership  with  each 
account.  We  can  provide  any  service  and 
ship  virtually  any  size,  any  weight,  anywhere 
in  the  world.  We  plan  to  continue  our  full- 
service  promise  and  expand  operations  to 
meet  the  ever-changing  manufacturing 
environment. 


fir 


MIR  MANUFACTURING  SOFTWARE  IS  TAKING 
THEIR  ECONOMIC  SYSTEM  OUT  OF  THE  RED. 


h  And  some  of  the  top  people  in 
Republic  have  realized  their  backs 
lewall. 

did  they  come  to7  Manasement 
erica,  Inc.  After  all,  it  takes  more 
isive  labor  and  material  costs  to 


compete  in  the  twentieth  century. 

It  takes  a  complete  mainframe  manufac- 
tures resource  plannins  system.  Like  ours. 

Which  offers  products  that  other  software 
companies  don't.  And  includes  INFORMATION 


technology  that  allows  all  your  existing  or 
new  software  systems  to  talk  to  one  another. 

For  more  information,  you  cai  i  talk  to 
people  in  the  Peoples  Republic  Or  talk  to 
people  at  MSA.  Namely  Robert  Carpenter 


xvce  America,  Inc 
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cations  capability  plays  an  essential  role  in 
strategic  automation.  Without  computers 
and  communications,  only  hard  automation 
or  islands  of  automation  are  possibly 

On  the  shop  floor,  flexibility  and  integration 
will  continue  to  be  the  watchwords.  Robotics 
suppliers  are  going  to  have  to  pay  more 
attention  to  systems  integration:  first  m  the 
limited  sense  of  building  robotic  systems  by 
perfecting  connecting  sensors,  fixtures 
controllers,  arms  and  end  effectors;  and 
second  by  building  robotic  systems  that  can 
be  easily  integrated  into  larger  manufactur- 
ing systems.  Flexible  assembly  and  manu- 
facturing systems  will  be  served  by  a  variety 
of  intelligent  material-handling  systems 
A  key  issue  in  manufacturing  automation 
'  is  information  management,  in  particular, 
applications  development.  The  major 
responsibility  and  burden  of  application 
software  falls  on  the  user.  Because  each 
manufacturing  facility  is  laid  out  differently, 
each  organization  should  have  its  own 
specific  automation  strategy.  Commercial 
software  for  the  shop  floor  is  in  an  embry- 
onic  state,  and  data  communications  is  just 
beginning  to  be  a  viable  option.  Standards  in 
data  communications  (particularly  the  Manu- 
facturing Automation  Protocol)  will  help  to 
ease  some  of  the  burden,  but  users  must 
also  make  careful  choices  in  operating 
systems,  database  management  and  the 
user  interface  in  order  to  deliver  information 

instead  of  just  data. 
As  we  move  more  and  more  to  a  flow 

environment,  one  where  materials  arrive  and 
are  worked  on  "just-in-time,"  and  as  we 
become  more  and  more  computerized,  the 
criticality  of  certain  aspects  of  the  business 
will  increase.  Thus,  opportunities  exist  in 
overnight  delivery  and  guaranteed  shipping 
as  well  as  software  that  manages  the  inter- 
face between  shippers,  customers  and 
suppliers.  Corporations  can't  just  stop 
integration  at  the  factory  floor;  they  will  look 
beyond  it  to  the  total  manufacturing  enter- 
prise From  customer  order  to  product 
delivery,  information  about  each  activity  in 
the  manufacturing  organization  needs  to 
flow  to  other  activities.* 


••Case  Studies:  IMt.g  Manufacturing  Technology  to  Business 
Strategy"  was  prepared  tor  FORBES  by  the  Manufacturing 

Boston-based  research  and  consulting  firm  MAPS  w^oldrts 
next  Manutactunng  Automation  Summrt  Conference,  devoted  to 
"Organizing  lor  Computerlnteg-ated  Manutactunng,  in  Dallas 
on  October  16-17, 1986. 

Designed  by  Hoashi  Studio,  Inc. 
Illustration  by  Peter  Miller 


Spartan  Mills  Steps  Up  Information  Management 
with  Burroughs  Mainframes 


Problem:  Spartan  Mills,  based  in  Spartan- 
burg, S.C.,  processes  cotton  fibers  into 
yarns,  textile  fabrics,  home  furnishing 
constructions  and  health  care  products.  The 
company  has  5,000  employees  and  1 1 
plants  throughout  the  Carolinas  and  Geor- 
gia. Like  many  plant  operations  in  the  textile 
industry,  Spartan  Mills  relied  on  manual 
methods  for  production  planning,  schedul- 
ing and  decision  making.  As  a  result,  Spar- 
tan had  a  difficult  time  gathering  and 
analyzing  data.  The  company  realized  that  it 
needed  to  automate  its  manufacturing 
information  system  in  order  to  control 
production  and  provide  its  management 
with  timely  information  for  decision  making. 

Solution:  Spartan  Mills  has  installed  a 
production  planning  and  control  system 
based  on  computers  from  Burroughs  Corpo- 
ration. The  company  is  using  seven  Bur- 
roughs A3  entry-level  mainframes  to  build  a 
distributed  processing  network.  One  A3  is  at 
Spartan's  corporate  headquarters,  along 
with  a  central  programming  staff.  The  other 
six  mainframes  are  located  throughout 
Spartan's  manufacturing  operations,  where 
each  computer  will  serve  approximately  two 
plants.  According  to  Gene  McTeer,  director 


of  information  services  at  Spartan  Mills, 
'  'This  is  a  computer  network  for  use  by 
plant  management,  and  not  strictly  MIS 
DP  professionals,  which  means  that  proo 
tion,  customer  relations  and  business 
problems  can  be  resolved  locally  and  moi 
efficiently."  For  example,  at  King  Finishin 
Spartan's  dyeing  and  finishing  plant  in 
Dover,  Ga.,  the  plant  manager  receives  a 
daily  status  report  of  plant  operations.  If 
there  is  a  production  delay,  prompt  action* 
can  be  taken  to  correct  the  problem  or  thi 
customer  can  be  advised  of  the  delay 
immediately. 

Resolution:  The  Burroughs  network  bene-| 
fits  Spartan  Mills  company-wide.  Each 
Spartan  plant  can  now  easily  plan  and 
schedule  personnel  to  meet  various  produc| 
tion  requirements,  compare  quoted  prices 
from  different  vendors,  with  each  other  anc 
with  past  prices,  and  get  quick  and  accurati 
inventory  reports.  All  this  information  is 
accessed  by  the  corporate  host,  which  then 
provides  financial  analyses  and  develop- 
mental applications  for  strategic  planners. 
According  to  Youel  "Hap"  Hilsman,  vice 
president  of  finishing,  "We  couldn't  be  as 
competitive  without  our  new  computer 
system." 


•  Dresser  Manufacturing  Hones  Competitive  Edge  with 
MSA  Manufacturing  Software 


Problem:  On  the  eve  of  Dresser  Industries' 
100th  anniversary,  management  was  looking 
+    to  resolve  some  critical  problems  affecting 

the  competitive  performance  of  its  Bradford, 
•    Penn. -based  Dresser  Manufacturing  Divi- 
sion. This  division  manufactures  pipe 
couplings,  valves  and  related  products  for 
the  gas  and  water  industries.  Plant  equip- 
ment and  methods  were  outmoded.  Only 
20%  of  the  inventory  had  part  numbers, 
and  on-time  delivery  was  abysmally  low. 

Solution:  After  reviewing  software  pack- 
ages from  several  vendors,  Dresser  selected 
the  Manufacturing  Expert  Series  from 
Management  Science  America,  Inc.  (MSA). 
The  Manufacturing  Standards  Module  of  the 
MSA  solution  was  particularly  useful  in 
aiding  management  in  consolidating  13  § 
different  departmental  bills-of-material 
(BOM)  into  one  standard,  company-wide 
BOM,  and  in  standardizing  routings,  work- 
center  definitions,  and  engineering  change 
notice  activity.  Standardization  permitted 
Dresser  to  improve  greatly  the  speed  and 
accuracy  of  moving  new  orders  out  of 
engineering  and  into  production. 


Resolution:  Since  implementing  the  M 
system.  Dresser  has  cut  manufacturini 
times  in  half  and  inventory  levels  30% 
Productivity  has  risen  25%  and  on-tim 
delivery  has  improved  65%. 

"When  we  started  this  project,"  say: 
Rene  Al,  vice  president  of  operations  fc 
division,  "we  had  65%  of  our  working 
capital  tied  up  in  inventory.  We  are  aim 
get  that  down  to  35%.  By  reducing  inv 
ries,  we  can  generate  enough  cash  for 
capital  improvements  in  other  areas."  I 
important,  since  Dresser  has  boosted  c 
time  delivery  and  improved  customer 
service,  it  is  now  booking  orders  that  it 
to  lose  to  the  competition. 


  '  Bresseittonu1ac 


THE 

MENDENHALL-JOHNSON 
PROCESS 


A  Strategic  Guide  for  the 
factory  of  the  future. 


The  assembly  systems  of  tomorrow  are 
>day.  Taking  place  in  the  United  States, 
and  Japan.  Where  the  most  aggressive  and 
icated  corporations  have  developed  sys- 
lat  utilize  their  people  to  capitalize  on  tech- 

These  new  systems  mean  that  new  pro- 
an  be  introduced  very  quickly  to  respond  to 
demands.  While  adding  the  flexibility  to  mix 
is  and  optimize  production.  Labor  costs  and 
d  to  offshore  production,  will  diminish.  Inven- 
ts wil  be  reduced.  And  quality  will  improve. 

The  tactics  are  strikingly  similar.  Based 
ippropriate  balance  between  people  and  the 
Dls  of  automation,  these  organizations  are 
ng  performance  goals  that  were  unheard 
e  past.  And  that  set  the  new  standard  for 
re. 

The  question 
'When  will  it  hap- 
because  the  fac- 
the  future  is  here 
n.  The  question  is 
ion  you  can  take 
ige  of  its  benefits 
r  corporation  can 
securely  in  the 
And  SBI  Cor- 
n  can  help. 

We  can  give 
e  confidence  to 
the  tough  deci- 
equired  to  imple- 
hange.  With  the 
mhall-Johnson 
s. 

Others  will 
ell  you  hardware, 
you  to  figure  out 


how  to  integrate  it  into  your  system.  We  start  by 
understanding  your  philosophy,  environment,  and 
goals.  Then,  together,  we'll  develop  a  manufacturing 
assembly  system.  And  finally,  a  determination  of 
automation  levels,  and  the  hardware  and  software 
needed  to  achieve  them. 

The  Mendenhall-Johnson  Process  will 
define  the  dynamics  of  your  organization.  Visualize 
the  outcome  of  change.  Show  both  near  and  long- 
term  benefits.  Map  the  pathways  for  imple- 
mentation. And  you  don't  have  to  be  either  a  com- 
puter or  automation  expert  to  understand  us. 

We've  developed  strategies  for  leading 
corporations  in  the  United  States.  Operations  that 
are  now  taking  advantage  of  the  competitive  edge 
and  tactical  superiority  that  automated  assembly 
can  provide.  We  can  do  the  same  for  you. 

Your  first  step 
might  be  a  contact  with 
our  Resource  Center 
where  we  can  demon- 
strate the  step  by  step 
process  of  manu- 
facturing assembly  sys- 
tems. And  where  we'll 
also  offer  educational 
and  training  programs,  a 
simulation  of  your  envi- 
ronment, and  displays  of 
hardware  and  software 
appropriate  for  your  envi- 
ronment. 

Call  or  write  SBI  Cor- 
poration today.  Because 
if  you're  not  planning 
your  factory  of  the  future 
now  you  could  be  left  in 
the  past. 

1-800-262-9743 

In  Indiana  (219)  432-3232 


SBI  CORPORATION 

7337  West  Jefferson  Boulevard 
Fort  Wayne,  Indiana  46804 


Expanding 
your  computer 
system 

shouldn't  be 

harder 
"^expanding 

your 
business. 


©  1986  Burroughs  Corp. 


If  you  think  bringing  i 
business  is  difficult,  try  bi 
ing  in  a  larger  computer  s; 
to  handle  that  business. 

Unless  your  compute 
company  designs  system; 
growth  in  mind,  you'll  hav 
reprogram  all  the  data  froi 
old  system  to  run  on  your 
system.  An  undertaking  t 
could  drag  on  for  more  th; 
year  and  cost  hundreds  of 
sands  of  dollars. 

For  Burroughs  users 
ever,  this  problem  simply 
not  exist.  Thanks  to  our  c 
efficient  A  Series— a  wide 
range  of  mainframes  desij 
not  only  to  cost  less  to 
run  and  require  fewer  sup 
people,  but  also  to  allow  c 
users  to  increase  progran 
power  up  to  70  times  with 
expensive  reprogramminj 

And  Burroughs  softw 
grows  as  easily  as  our  sys 
All  our  key  line  of  busines 
software  packages  (for  fir 
manufacturing,  health 
care  and  distribution)  are 
ular.  So  you  can  start  wit! 
few  functions  and  just  adc 
as  you  need  them. 

Which  means  that  wi 
Burroughs,  you'll  be  able 
a  lot  of  energy  into  expani 
your  business.  And  almos 
none  into  expanding  your 
puter  system. 

Burroughs 


Numbers  Game 


oat  do  open  marriages  and  the  account- 
?  rules  for  changes  in  foreign  exchange 
tes  have  in  common? 

Plenty  of 
opportunity 
to  fool  around 


By  John  Heins 


WW  ith  the  dollar  off  sharply 

U  against  most  major  foreign 

m  currencies,  investors  in  U.S. 

:inational  corporations  are  al- 

y  getting  good  news.  Thanks  to 

ailing  dollar,  IBM's  year-end  1985 

kholders'  equity  account  rose  by 
billion.  Exxon's  equity  jumped 

1  million,  Ford  Motor's  $395  mil- 
More  such  tidings  will  follow 

ughout  the  year,  reflecting  the 

it's  drop  since  December. 

lese  equity  increases  stem  not  so 

h  from  greater  competi- 

less  overseas  as  from 

accounting  rules  that 
companies    how  to 

date  foreign  currencies 
dollars.  The  rules  are 

odied  in  the  Financial 

Hinting  Standards 

d's  Statement  52,  effec- 
since  1983.  FASB  52, 

may  recall,  replaced  the 

aright  bizarre  FASB  8. 

,  FASB  52  produces  its 
odd  results. 

ike  those  boosts  to 
eholder  equity  reported 
5M,  Exxon  and  Ford,  big 
tinationals  all.  But  Tex- 
Hewlett-Packard  and 
fsler  also  run  large  for- 
operations.  Yet  none  of 
e  firms  reported  an  eq- 
increase  from  currency 
station, 
hat  gives? 

ader  FASB  52,  manage- 
ts  have  considerable 
ray  in  choosing  where  to 
i  currency  translation 
s  and  losses.  FASB  52 


says  management  must  designate  for 
each  of  its  foreign  operations  the 
"functional"  currency  in  which  that 
subsidiary  does  business.  Several  fac- 
tors are  considered.  What  currency 
are  most  of  the  sales  and  expenses  in? 
Is  management  judged  on  foreign-cur- 
rency sales  or  on  performance  trans- 
lated back  into  dollars?  How  autono- 
mous is  the  foreign  sub?  And  so  on. 
Note  that  management  can  specify 
the  dollar  as  the  functional  currency. 

"Within  rather  broad  parameters," 
says  Peat,  Marwick,  Mitchell  partner 
James  Weir,  choosing  the  functional 


currency  "is  basically  a  management 
call."  So  much  so,  in  fact,  that  Tex- 
aco, Occidental  and  Unocal  settled  on 
the  dollar  as  the  functional  currency 
for  most  of  their  foreign  operations, 
whereas  competitors  Exxon,  Mobil 
and  Amoco  chose  primarily  the  local 
currencies  as  the  functional  curren- 
cies for  their  foreign  businesses. 
Now  for  translating  the  financials. 
Converting  the  income  statement 
is  straightforward  enough.  Say  the 
West  German  subsidiary's  1984  reve- 
nue was  DM  600  million  and  ex- 
penses were  DM  420  million,  and 
there  were  three  marks  to  the  dollar. 
Then  sales  would  convert  to  $200 
million,  expenses  to  $140  million,  in- 
come to  $60  million. 

But  suppose  in  1985  the  dollar  drops 
to  a  dollar-to-mark  rate  of  1:2.  Then 
sales  are  $300  million,  expenses  $210 
million,  income  $90  million — same 
mark  sales  and  expenses,  but  $30  mil- 
lion more  profit.  Thus  did  IBM  report 
an  extra  $140  million  in  earnings  in 
this  year's  first  quarter — 23  cents  a 
common  share.  That  allowed  IBM's 
earnings  to  increase  3%,  rather  than 
fall  11%,  from  a  year  earlier. 

Translating  the  balance  sheet  gets  a 
little  hairier.  Let's  assume  our  Ger- 
man subsidiary  has  assets  of  DM  900 
million  and  liabilities  of  DM  600  mil- 
lion. Equity:  DM  300  million.  With 
the  dollar-to-mark  at  1:3,  that  equity 
translates  to  $100  million.  Fine.  But 
now  the  dollar  drops  to  $1:DM  2. 
Nothing  has  changed  in  Germany. 

But  now  the  subsidiary's  eq- 
uity is  $150  million. 

Question:  How  tc  ac- 
count for  that  extra  $50  mil- 
lion in  equity?  (If  you  an- 
swer, "Look,  the  gain  isn't 
real,  so  let's  ignore  it,"  your 
mind  is  not  tidy  enough  to 
be  an  accountant's.) 

This  is  where  FASB  52's 
choice  of  functional  curren- 
cy comes  in.  If  management 
chooses  a  local  currency — 
marks,  say — as  its  function- 
al currency,  gains  and  losses 
from  translating  foreign  as- 
sets and  I  labilities  go  into  a 
separate  account  in  share- 
holders' equity.  You  don't 
get  those  crazy  swings  in 
net  income  you  got  from 
FASB  8. 

Take  Exxon,  where  most 
foreign  operations  are 
deemed  to  operate  in  the  lo- 
cal currency.  The  falling 
dollar's  effect  on  foreign  as- 
set and  liability  translations 
meant  Exxon  added  $332 
million  to  equity  in  the  first 
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The  secret  of  Partagas  is  a 
living  Cuban  legend 


His  name  is  Ramon  Cifuentes.  And  like 
his  father  before  him,  Partagas  Premium 
Cigars  are  his  life. 

Long  ago,  he  made  them  in  Cuba. 
Today,  more  than  20  years  after  his  exile, 
he  carries  on  his  family's  unique  tradition 
in  the  Dominican  tobacco  center  of 
Santiago. 


It  takes  almost  three  years  to  turn  the 
finest  tobaccos  in  the  world  into  a  Partagas. 
Each  of  them  is  made  entirely  by  hand. 
And  from  its  priceless  Cameroon  wrapper 
to  its  rich  aroma,  a  Partagas  is  unlike 
anything  your  senses  have  ever  experienced. 

Ramon  Cifuentes  will  have  it  no 
other  way. 


PARTAGAS 


©  Cifuentes  Y  Cia  1986 


Tick,Tick,Tick. 

Imagine  living  with  a  potential  time  bomb  inside  you.  That's  exactly  what 
it's  like  for  the  thousands  of  sons  and  daughters  of  Huntington's  Disease  victims. 

They  wait.  Hoping  that  the  50/50  odds  of  inheriting  this  terrifying,  fatal 
illness  fail  in  their  favor.  With  no  possible  way  of  knowing  if  and  when  it  will  strike. 

Until  the  bomb  goes  off 
Give  generously  to  the  National  Huntington's  Disease  Association. 

Help  make  this  generation  its  last. 

HD  National  Huntington's  Disease  Association  128A  East  74  Street,  NY,  N  Y.  10021 


quarter  of  this  year.  Had  Exxon  used 
dollar  as  functional  currency,  FASI 
says  it  would  have  had  to  credit 
$332  million  balance  sheet  adjustn 
to  earnings.  Even  after  taxes  and  ot 
adjustments,  Exxon's  first-quarter 
would  have  jumped  some  10% . 

Confused?  You  aren't  alone.  "5 
denly  people  are  going  to  be  se« 
book  values  going  up,  and  nobody  < 
be  able  to  figure  out  why,"  says 
penheimer  &.  Co.  analyst  Norr 
Weinger.  "It  didn't  come  through, 
earnings.  It  didn't  come  through 
sales  of  stock.  It  came  through  in  I 
idiot .  .  .  uh  .  .  .  [he  pauses]  ...  in  I 
bookkeeping  entry." 

What  happens  should  the  do 
rise?  Then  companies  using  local « 
rencies  for  functional  currency  m 
make  negative  translation  adji 
ments  to  equity.  By  the  end  of  IS 
when  the  dollar  was  strong,  Ford  I 
tor's  cumulative  negative  adjustm 
had  reached  $1.4  billion.  (It  has  si 
come  down  to  $970  million.)  Ni 
however,  that  reducing  Ford's  eqi 


"Nobody  is  happy  with  tht 
system,**  says  Oppen- 
heitner's  Weinger,  "hut  as 
long  as  everybody  is  equa 
unhappy,  it's  okay.** 


artificially  boosted  Ford's  return 
equity  from  25.9%,  without  the 
justment,  to  29.5%  for  1984.  Mob 
cumulative  negative  adjustment  ol 
billion  gave  it  a  9.3%  ROE  in  19 
rather  than  8.1%  without  the  adji 
ment.  Unrealistic?  Of  course.  But  t 
accounting  is  not  always  consist 
with  economic  reality. 

Should  the  dollar  rise  again,  com 
nies  using  the  dollar  as  their  functi 
al  currency  may  have  to  take  big 
unreal,  charges  against  earnings,  i 
earnings  can  be  hit  even  if  the  do 
falls,  depending  on  a  company's  asi 
liability  mix.  Consider  Pan  / 
which  uses  the  dollar  as  functio 
currency.  Pan  Am  has  a  large  amo 
of  yen-denominated  debt  but,  a 
selling  its  Pacific  operations  to  Ui 
ed,  few  offsetting  yen  assets.  The  c 
lar's  fall  against  the  yen  increased 
dollar  value  of  the  yen  debt,  fore 
Pan  Am  to  take  a  $17  million  cha 
against  first-quarter  income. 

But  don't  jump  on  the  accountai 
Whatever  its  weaknesses,  FASB  5! 
a  major  improvement  over  FASB 
Oppenheimer's  Weinger  puts  it  al 
witty  perspective  when  he  says:  "1 
body  is  happy  with  the  current  s 
tem,  but  as  long  as  everybody  is  eqi 
ly  unhappy,  it  [FASB  52]  is  okay." 


This  space  contributed  oy  publisher 
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FORBES,  JUNE  2,  IS 


PRINTERS' 
PROGRESS 


For  what  you 
used  to  pay  for 
a  9 -pin  printer 


now,   you  can  buy 
our  fully-featured 
24-pin  printer. 


tew  Pinwriter™  P6,  P7  series  dot  matrix  printers  are  the  first  24-pin  printers  that  list  for  as  little 
99.  Or  about  what  you  would  have  paid  for  an  ordinary  9-pin  printer  a  year  ago. 
ow,  that's  progress.  Especially  when  you  consider  our  new  printers  have  an  advanced  24-pin 
lead.  And  print  data  at  2 16  characters  per  second  and  crisp, dense  letter-quality  at  up  to  65  cps. 
ctually  these  new  Pinwriter  dot  matrix  printers  surpass  every  other  printer  in  their  price  range. 
:ir  combination  of  speed,  graphics  resolution,  the  number  of  built-in  fonts  and  low  noise  level, 
one  of  which  will  surprise  you  if  you  know  NEC  printers.  Because  nobody  does  more  with  24- 
chnology  than  NEC.  In  fact,  we  now  have  more  24-pin  printer  models  than  any  other 
ifacturer. 

)  if  you're  looking  for  a  printer  that  will  do  more  and  do  it  better,  just  progress  to  your  NEC 
r  and  you'll  get  it  for  less  than  you  imagined. 

)u  can  see  the  Pinwriter  P6,  P7  and  our  other  24-pin  printers  at  your  local  dealer.  For  more 
nation,  call  1-800-343-4418  (in  MA  617-264-8635).  Or  write:  NEC  Information  Systems, 

Dept.  1610,  1414  Massachusetts  Ave.,  Boxborough,  MA  01719. 

NEC  PRINTERS.  THEY  ONLY  STOP 
WHEN  YOU  WANTTHEM  TO. 


ters  and  Commumratiorrc 


NEC 

NEC  Information  Systems,  Inc. 


C  Corp 


WE'RE  A  LITTLE 
BIT  DIFFERENT 

THAN  MOST  MEW 
COMPANIES. 


Most  new  companies  don't  expect  sales  of  $3.5  billion 
their  first  year. 

Most  new  companies  don't  begin  operations  as  the 
ader  in  their  industry. 

Most  new  companies  don't  begin  among  the  top  quarter 
the  Fortune  500. 

But  then,  most  new  companies  don't  begin  the  way 
ivistarhas. 

On  February  20th,  International  Harvester  became 

ivistar™  International  Corporation. 

As  Navistar,  we  began  with  an  asset  that  the  past  five 

ars  have  taught  us  to  value  greatly. 

Strength. 

Today,  we're  the  number  one  manufacturer  of  medium 
id  heavy-duty  trucks. 

Our  products  are  known  for  high  quality  and  low 
st  of  ownership.  Experts  around  the  world  point  to  our 
lgineering  as  the  epitome  of  excellence. 
Our  employees,  all  15,000,  are  graduates  of  the  most 
manding  school  of  all.  Adversity 
We  turned  our  company  around  by  meeting  customer 
needs  with  superior  products  and  innovative  services. 

(And  by  continuing  to  serve  the  customer  better, 
improve  quality  and  enhance  productivity,  we'll 
continue  to  prosper. 

Of  course,  like  every  new  company,  we  face  challenges. 
But  we  believe  few  companies,  new  or  established,  are 
prepared  for  them  as  we  are. 

NAVISTAR 

The  rebirth  of  International  Harvester. 


TO  INSURE  THE  TOES,  GO  TO  LONDON 
TO  PROTECT  THE  TEETH,  COME  TO  DELTA  \ 

You  know  where  a  famous  ballerina  would  go  to  insure  her  toes.  \ 
But  you  may  not  know  where  15  million  Americans  in  over  18  \ 
thousand  companies  go  to  protect  their  teeth.They  come  to  Delta  \ 
Dental.  Delta  is  Americas  first,  leading  and  largest  dental  carrier. 

Whether  you're  the  president  of  your  company  or  just  starting  out,  you 
should  know  90%  of  major,  painful  and  expensive  dental  problems  can 
be  prevented  by  regular  professional  care.  And  after  that  when  trouble 
comes,  big  or  small,  Delta  is  the  best  friend  your  teeth  can  have. 

You  should  also  know  Delta  offers  you  and  your  company  the  most 
sophisticated  cost-containment  system  in  the  business. 

To  find  out  why  a  Delta  Dental  Plan  is  remembered  long  after 
a  small  raise  is  forgotten,  call  1-800-441-3434.  We'll  send 
you  10  solid  reasons.  Until  then,  stay  on  your  toes. 


The  Delta  Dental  Plan 

Americas  First,  Leading  and  Largest 


The  compensation  of  chief  executives  is  fascinating  stuff 
to  be  sure.  But  first,  lets  take  a  look  at  some  of  the  folks 
who  take  home  the  really  big  bucks. 


Phe  Babe  Ruth  syndrome 


ock  star  Michael 
Jackson  will  col- 


lar lect  $10  million  from  PepsiCo  over  the  next 
three  years  for  doing  three  60-second  commer- 
^■cials.  That's  more  than  the  top  executive  offi- 
if  PepsiCo  earn  annually,  and  amounts  to  the  quite 
lerable  sum  of  $55,556  a  second.  Nevertheless,  retir- 
;psiCo  Chairman  Donald  Kendall,  who  was  paid  a 
$1.8  million  in  1985,  isn't  complaining.  "Everyone 
s  very  excited,"  Kendall  said  at  the  recent  annual 
ng.  "We  think  it's  going  to  be  very  positive." 
:re's  a  point  to  be  made  here:  It's  not  just  that  rock 
television  personalities  and  Wall  Street  dealmakers 
iutrageous  rewards  for  their  efforts.  The  real  point  to 
isped  is  that  the  people  who  run  our  major  corpora- 
while  scarcely  in  want,  are  at  best  in  the  middle 
of  the  big  earners  in  our  society.  Most  of  them  are 


By  Janet  Bamford 


not  even  rich  on  the  scale  of 
  richness  that  breeds  Thor- 
oughbred racehorses,  sails  yachts  and  collects  costly  art. 

Outearning  the  boss  happens  every  day  in  the  corporate 
world,  all  the  way  from  the  lower  ranks,  where  hourly 
workers  on  overtime  can  take  home  more  than  their 
salaried  supervisors,  to  sales  reps  who  can  buy  and  sell 
their  sales  managers,  right  on  up  to  the  executive  suite. 
Thanks  to  exercising  stock  options,  IBM  Senior  Vice  Presi- 
dent George  Beitzel,  for  example,  collected  $3  million  in 
1985;  Chairman  John  Akers  received  only  $736,000. 

In  the  corporate  world,  sales,  of  course,  is  the  traditional 
field  of  the  big  earners.  Smallish  AGS  Computers,  for 
example,  is  a  $280  million  computer  hardware  and  soft- 
ware firm  that  last  year  paid  an  executive  vice  president 
twice  what  it  did  its  chairman  and  its  president.  Anthony 
Stepanski  made  over  $600,000  last  year,  while  Chairman 
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Jem  Tjctucr  Focus  < 


"  A 


Lawrence  Schoenberg  and  President  Joseph  Abrams  each 
made  a  little  over  $300,000.  "I  have  not  been  close  to  being 
the  highest-paid  person  for  ten  years,"  says  Schoenberg 
cheerfully. 

Nothing  terribly  new  here.  More  than  half  a  century  ago 
a  club  official  reminded  baseball  great  Babe  Ruth  that  he 
made  more  that  year  than  President  Herbert  Hoover  did. 
Ruth  quipped  back:  "I  had  a  better  year  than  he  did." 

Comdisco,  a  computer  leasing  and  tax  shelter  firm,  also 
pays  its  staff  well.  In  1985  founder  and  Chairman  Ken 
Pontikes,  who  is  paid  S250,000  plus  a  commission  of  4% 
on  the  first  $20  million  of  pretax  earnings  and  1%  there- 
after, made  SI. 4  million.  He  was  outearned  by  Frank 
Trznadel,  a  senior  vice  president  whose  SI 50,000  base 
salary  was  boosted  to  $2.1  million  by  his  bonus  and  stock 
options.  Trznadel's  compensation  also  put  him  well  above 
Executive  Vice  President  Michael  Brown.  "We're  a  little 
like  the  securities  industry,"  says  Pontikes.  "We  have  a  fee 
business  and  pay  people  who  can  arrange  deals." 

Comdisco's  compensation  notions  do  raise  some  hack- 
les with  shareholders,  however.  When  it  became  public  in 
1982  that  four  of  Comdisco's  executives  had  been  paid 
over  SI  million  each,  a  shareholders'  lawsuit  was  prompt- 
ly filed,  charging  excess  compensation.  Comdisco  settled 
the  suit;  among  the  provisions  was  a  cap  on  certain  offi- 
cers' compensation.  Ken  Pontikes  cannot,  for  example, 
make  more  than  S2  million  in  a  year. 


Xeu  York  Knicks  star  center 
Patrick  Euing's  contract  is  worth 
an  estimated  $16  million  over  six 
years;  Gulf  &  Western  Chairman 
Martin  Daiis  (above)  was  paid 
$12  million  last  year 

Ah,  Wall  Street.  Martin  Shafiroff,  a  Manhat 
based  Shearson  Lehman  Brothers  broker,  repoi 
ly  generated  in  excess  of  S10  million  in  g 
commissions  last  year;  his  take  was  in  the  m 
borhood  of  40%.  (Neither  Shafiroff  nor  the  I 
would  comment.'  That's  more  than  Peter  Col 
Shearson  Lehman  chairman  (S2.9  million 
Tames  Robinson,  American  Express  chain 
(S 1 .86  million!,  earned  in  1985. 

The  top  three  brokers  at  Merrill  Lynch  last 
each  earned  well  over  SI  million  m  comi 
sions — in  the  same  neighborhood  as  Chain 
William  Schreyer  (SI. 6  million!  and  Chief  Op< 
ing  Officer  Daniel  Tully  (SI. 3  million). 

Few  begrudge  these  producers  their  rewj 
"Are  you  asking  if  I'm  jealous?"  asks  one  Man 
tan  brokerage  house  branch  manager.  "I  1 
some  of  the  highest  earners  in  the  country  r. 
Don't  feel  sorry  for  me.  I  do  fine."  (He  gets  b' 
about  S400,000.) 

Real  estate,  of  course,  has  also  been  hot  lately.  Will 
Meyersohn,  a  45-year-old  Miami  agent  with  Merrill  L> 
Realty,  sold  over  SI 9.6  million  of  real  estate  last  year.  1 
earned  him  over  S700,000  in  commissions,  according 
survey  by  Real  Estate  Salespeople,  a  trade  publication.  1 
doesn't  even  include  the  estimated  $700,000  he  stanc 
collect  on  one  sale  alone — a  340-acre  estate  in  Bisc* 
Bay  that  sold  for  S22.5  million.  "I'm  very  good  at  moti 
ing  myself,"  says  Meyersohn.  Merrill's  Dakin  Ferris, 
was  chairman  of  the  firm's  real  estate  group  until  last  J 
earned  only  S60 1,400  last  year. 

Mergermania  also  has  helped  to  line  a  lot  of  executi 
pockets,  in  salary  as  well  as  stock  options.  "In  corp 
tions,  I  like  to  say  that  you  find  people  making  more  i 
their  bosses  when  they're  hired,  fired  or  acquired," 
Michael  Emig,  a  compensation  consultant  with  the  W 
Co.  "If  they're  hired,  and  it  takes  an  amount  to  att 
them;  if  they're  fired,  and  they  receive  a  generous  se 
ment;  or  if  their  company  is  acquired,  and  the  two  fi 
have  different  salary  structures." 

If  you're  lucky  enough  to  turn  the  head  of  a  comj 
owner  or  founder  who  is  looking  for  a  new  number 
you  can  often  name  your  own  ticket — and  even  take  hi 
more  than  he  does.  Robert  Swanson,  one  of  Genente 
founders  and  now  chief,  made  $285,000  last  year.  That 
far  less  than  the  S421,000  he  paid  G.  Kirk  Raab,  whor 
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.an  Express  Chairman  James  Robinson 
;)  earned  $1.86  million  but  was  out- 
by  Peter  Coheti  ($2.9  million),  chief  of 
on  Lehman  Brothers,  owned  by  AmEx 

away  from  Abbott  Laboratories.  Cetus,  the 
rnia  biotechnology  firm,  brought  in  Dr. 
t  Fildes  as  president  and  chief  operating 
:  in  1982.  Fildes,  now  chief  executive  offi- 
lade  $280,000  last  year,  while  Dr.  Ronald  Cape, 
er  and  chairman,  earned  only  $255,000. 
don  Corp.  recruited  two  ex-IBM  executives  last  No- 
ix  with  lucrative  contracts.  Dan  Wilkie,  now  Tandon 
ent,  has  a  contract  with  a  base  salary  of  $270,000,  an 
it  sign-on  bonus  of  $100,000,  relocation  benefits  and 
idized  mortgage  loan,  as  well  as  a  golden  parachute, 
l,  if  activated,  will  pay  three  times  his  annual  salary. 
5parky)  Sparks  set  up  IBM's  personal  corn- 
distribution  network  and  did  a  stint  at 
aq  as  marketing  vice  president  before  join- 
mdon  as  a  senior  vice  president.  Sparks 
$200,000  annually,  a  hiring  bonus  of 
)00  and  $31,000  toward  relocation.  Both 
lutearned  Sirjang  Tandon's  $275,000  com- 
tion  as  chairman. 

don,  of  course,  is  not  just  being  generous: 
mer  of  9.3%  of  the  company's  stock,  he 
ienefit  handsomely  if  his  new  associates 
at. 

ilarly,   Warren  Buffett   paid  Berkshire 


~>mputers  Chairman  Laurence 
iberg  ( left )  earned  $308, 756;  half 
zh  as  Executive  Vice  President 
iy  Stepanski,  with  $616,731 


Hathaway  Vice  President  Michael  Goldberg  $600,000 
last  year,  while  his  own  compensation  was  a  mere 
$100,000.  And  Leon  Hess'  $200,000  compensation  is 
lower  than  that  of  the  other  four  officers  listed  in  the 
Amerada  Hess  proxy  statement.  (Their  pay  ranged  from 
$310,000  to  $485,000.) 

Acquisitions  can  bring  about  strange  compensation  ar- 
rangements. At  Minneapolis'  Norwest  Corp.,  a  $21  billion 

Alon  Reininger/Contact 
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(assets)  bank  holding  company,  Vice  Chairman  Richard 
Levitt  earned  over  $780,000  last  year,  while  his  boss, 
Chairman  and  Chief  Executive  Officer  Lloyd  Johnson, 
made  $632,610.  How  come?  When  Norwest  acquired  the 
consumer  finance  company  Levitt  headed  in  1982,  it 
agreed  to  continue  to  pay  him  no  less  than  what  he  would 
have  been  paid  had  he  remained  at  the  helm  of  the  inde- 
pendent corporation. 

When  the  acquisitions  are  on  a  grand  scale,  so  are  the 
salary  distortions.  By  the  time  General  Electric  absorbs 
both  RCA  and  Kidder,  Peabody,  chances  are  pretty  good 
that  GE  Chairman  John  Welch  (who  earned  $1.6  million 
last  year)  may  not  even  be  on  the  list  of  the  corporation's 
top  ten  money  earners. 

As  commercial  banks  have  expanded  into  trading  and 
have  begun  building  their  investment  banking  capability, 
they,  too,  are  finding  they  have  to  pay  the  going  rates  to 
attract  the  top  talent.  New  York's  Chemical  Bank  refuses 
to  comment  on  the  compensation  package  that  was  put 
together  to  lure  Timothy  Tabor  to  run  the  bank's  arbitrage 
operations;  sources  say  that,  with  incentives,  it  could  top 
Chairman  Walter  Shipley's  $1  million. 

"At  Bankers  Trust,"  says  Thomas  Parisi,  a  senior  vice 


president,  "in  the  mid-1970s  we  made  a  judgment  th 
order  to  build  a  trading  operation,  we  had  to  pay  com 
sation  that  would  be  equal  to  Salomon  Brothers  and  C 
man,  Sachs.  Several  people  made  more  than  the  chair) 
and  the  president  this  past  year  in  trading  and  investrj 
banking  areas.  (Bankers  Trust  Chairman  Alfred  Britta; 
made  $1.4  million  in  1985.)  That's  not  a  big  deal  arc 
here  anymore." 

Surprisingly,  as  a  stockholder  of  a  public  company, 
can  never  really  know  for  sure  who  the  top  earners  ar< 
Securities  &.  Exchange  Commission  regulations 
stand,  companies  have  to  disclose  only  what  the  topi 
corporate  officers  made  (if  they  were  paid  over  $60,1 
But  there  can  be  armies  of  nonofficers,  especially  in 
sports,  sales,  entertainment  and  communications  fit 
who  make  more,  sometimes  much  more,  than  the  gi 
the  top. 

"I  think  probably,  when  the  SEC  regulations  were  1 
ten,  the  assumption  was  the  officers  of  the  corpora 
were  the  best-paid  people,"  says  Joel  Seligman,  a  Gej 
Washington  University  law  professor  who  wrote  a  his 
of  the  SEC.  The  assumption  is,  to  put  it  mildly,  utterly 
of  date.  ■ 


Anchor,  dunk  or  joke 


Chief  executives  of  publicly  held  sports,  entertain- 
ment and  communications  companies  are  almost 
always  outearned  by  the  hired  help.  CBS  Chairman 
Thomas  Wyman,  for  example,  made  $1.1  millionin  1985, 
about  half  what  Dan  Rather  pulls  in  for  anchoring  the 
evening  news.  Even  Phyllis  George,  who  was  released 
from  CBS  Morning  Neivs  last  year  after  nine  months  on  the 
job,  still  collects  just  under  $1  million  a  year  and  will 


continue  to  collect  about  the  same  in  1987. 

Even  a  local  news  anchor  on  ABC's  New  York  statio 
outearns  Thomas  Murphy,  chairman  of  Capital  Citie: 
ABC  (who  earned  $709,000),  and  John  Sias,  new  ABi 
president  (who  earned  $575,000  in  1985).  Recently  fire 
Roger  Grimsby  was  getting  over  $700,000  a  year  unt 
released;  he  has  another  year  on  his  contract. 

Plenty  of  jocks  make  more  than  the  owners  of  the: 
teams.  Patrick  Ewing,  the  7-foot  sensation  of  the  Ne1 
York  Knicks,  makes  an  average  $2  million-plus  a  yea 
G&W  Chairman  Martin  Davis  made  $1.2  million  i 
1985.  Atlanta  Braves  outfielder  Dale  Murphy  earns  $1. 
million;  Braves  owner  and  Turner  Broadcasting  Systei 
head  Ted  Turner  made  a  bit  over  $300,000  last  year. 

At  RCA,  soon  to  be  owned  by  GE,  no  one  earns  moi 
than  the  redoubtable  Johnny  Carson,  who  keeps  his  ei 
wives  in  ermine,  thanks  to  a  reported  annual  comper 
sation  of  $5  million.  Even  former  fill-in  Joan  Rivers  hi 
been  touched  by  Midas;  her  new  contract  with  Rupe: 
Murdoch's  Fox  Broadcasting  Co.  is  said  to  be  worth  $1 
million  over  three  years,  which  puts  her  in  the  highei 
echelons  of  Murdoch's  multiple  mastheads  and  organ 
zation  charts.  As  they  say:  You  have  got  to  spen 
money  to  make  money. — J.B. 


Fox 

Broadcasting 's 
neu- superstar 
Joan  Rivers  (left) 
will  make  an 
estimated  $10 
million  oi  er  tlyree 
yean.  Neus 
America,  which 
owns  Fox.  paid 
Clxiirnian  Rupert 
Murdoch 
$530,000  last 
year 

wmmmmmammm 


148 


FORBES,  TUNE  2,  1 


YOU  KNEW  SPRINT  WENT 
TO  THE  COUNTRY 
SO  WHICH  ONE  DID  YOU  HAVE 

IN  MIND? 


GTE  Sprint  can  now  connect  you  with  the  countries  you're  most 
y  to  call,  all  over  the  world.  The  United  Kingdom,  Hong  Kong, 
xalia,  and  Argentina  to  name  a  few 

You'll  find  that  our  fast  access  and  clear  overseas  connections  are 
:  up  there  with  AT&T's.  Only  our  charges  aren't. 
So  call  (800)  521-4949  right  now.      4  ■  ■  *  cooi/vr 
out  how  much  we're  saving  you       iTH  £>r*rfiiwt 

e  countries  you  have  in  mind.      You've  got  the  future  on  the  liner 


CA  (714)  660  8999  •Atlanta.  OA  (404)  843  0100  •  Boston.  MA  (617)  933  7771  •  Chicago.  1L  (312)  364-4600  •  Cleveland.  OZ/(216)  642  0180  •  Dallas,  TX  (214)  387  4686  • 
'(313)827  4900  •  Honolulu.  ///(808)  528  2000  •  Houston.  TX  (713)  777  3600  •  Kansas  City.  KS  (913)  451  8700  •  Los  Angeles.  CA  (213)  515-5353  •  New  York.  NY  (212) 
•  Philadelphia.  PA  (215)  568  4338  •  Phoenix.  AZ  (602)  956  6200  •  San  Francisco.  CA  (415)  571-8700  •  Seattle.  WA  (206)  621  7600  •  Washington,  D  C  (703)  486-8330 
E  Spnnl  <h>Sprint  is  a  trademark  of  GTE  Sprint  Communications  Corp. 


Running  a  large  corporation 
carries  lots  of  rewards.  Mega- 
money  is  sometimes,  but  not  al- 
ways, one  of  them. 


How  much  the 
bosses  earned 

in  1985 


By  William  G.  Flanagan 

Some  top  corporate  executives  dread  this  issue  of 
Forbes.  Would  you  like  your  annual  compensation 
shouted  to  the  world? 
But  others,  aware  that  in  a  capitalist  society  money  is  an 
important  report  card,  delight  in  scoring  high  in  the  annual 
compensation  competition.  Former  Norton  Simon  chief 
David  J.  Mahoney,  no  stranger  to  the  upper  rungs  of  the  hit 
parade,  once  explained  why:  "If  the  company  doesn't  get  it, 
the  stockholders  don't  get  it,  I  don't  get  it." 

Certainly  there  is  less  hysteria  than  there  used  to  be 
about  the  sums  pocketed  by  the  men  who  run  America's 
largest  corporations.  (The  Washington  Post's  Katharine 
Graham,  Liz  Claiborne's  Elisabeth  Ortenberg  and  Golden 
West  Financial's  Marion  O.  Sandler  are  the  only  women 
among  the  793  listed.)  If  you  compare  their  earnings  with 
the  sums  paid  jocks,  entertainers  and  TV  personalities  and 
some  negligence  lawyers  (see  box,  p.  148),  most  chief  execu- 
tives would  score  in  the  middle  ranks  at  best.  Median 
compensation — including  salary  and  stock  gains — was 
$620,000.  You  can't  accumulate  the  capital  it  takes  to  be 
truly  rich  on  the  aftertax  savings  from  that. 

But  others  made  more  than  17  times  that,  measuring 
their  annual  take  in  eight  digits,  and  some  of  them  seem 
decidedly  defensive  about  it.  Their  fear  is  that  stockhold- 
ers, who,  after  all,  own  the  companies,  may  judge  that  they 
aren't  getting  their  fair  share  of  the  corporate  kitty.  The 
need  to  make  those  judgments,  of  course,  is  why  the 
Securities  &  Exchange  Commission  requires  the  five  high- 
est-paid officers  in  a  public  company  to  make  their  com- 
pensation known  in  the  first  place. 

Exactly  how  responsible  top  corporate  executives  are  for 
their  companies'  revenues  and  profits  remains  a  matter  of 
intense  debate.  There  are  the  Lee  Iacoccas  and  Fred  Smiths 
and  the  An  Wangs  and  Sam  Waltons  and  Charles  Lazaruses 
who  either  founded  or  resurrected  from  oblivion  Chrysler, 
Federal  Express,  Wang  Labs,  Wal-Mart  and  Toys  "R"  Us. 
They  are  their  companies;  it's  reasonable  to  suppose  that 
someone  else  in  their  place,  even  at  $1  a  year,  would 


punish  earnings  more  than  those  companies  would  save  ii 
annual  compensation.  There's  also  the  share  value  of  tb 
stock.  Under  Iacocca,  for  example,  Chrysler  was  one 
selling  as  low  as  $3  per  share;  it's  now  around  $37.  An 
Iacocca's  total  compensation  in  1985  (most  of  it  in  stocl 
gains)  amounts  to  only  about  7  cents  a  share. 

Are  there  objective  criteria  by  which  to  judge  the  valu 
of  an  executive's  performance?  Plotting  compensation  vei 
sus  sales,  for  example,  or  profits,  or  stock  performance? 

In  terms  of  sales,  these  chief  executives  gave  stockhold 
ers  the  most  sales  bang  per  buck  of  compensation:  IBM' 
John  F.  Akers  earned  $736,000  last  year,  while  IBM's  sale 
were  over  $50  billion;  GM's  Roger  Smith  earned  $1. 
million  against  sales  of  $96  billion;  Texaco's  John  K 
McKinley  made  $1.24  million  against  sales  of  $46.2  bil 
lion.  Testing  top  executives'  cost  against  sales  may  be  ai 
interesting  exercise,  but  it's  hardly  decisive.  Companie 
are  run  for  profits,  not  just  to  see  how  big  they  can  become 

What  about  plotting  compensation  against  profits,  then 
After  all,  the  chief  executive  who  earns  the  least  whili 
generating  the  most  profits  would  seem  to  be  giving  share 
holders  the  very  best  deal  of  all. 

At  first  blush,  this  yardstick  appears  to  make  sense 
Enter  IBM's  John  F.  Akers  again,  whose  company  reportei 
profits  of  $6.55  billion,  against  his  salary  of  $736,000.  Th 
second-best  executive  bargain,  on  the  earnings  test,  wa 
Warren  Buffett,  whose- Berkshire  Hathaway  shareholder 
paid  him  only  $100,000  while  the  company  earned  $43( 
million  in  profits  on  $940  million  in  sales. 

But  then  things  get  a  little  flaky.  Also  ranking  in  the  to] 
chief  executive  bargains  is  Long  Island  Lighting's  Willian 
J.  Catacosinos,  who  earned  only  $219,000  while  the  utility 
generated  $524  million  in  profits.  But  try  to  convince  Lilc< 
shareholders  they  got  a  good  deal.  The  troubled  utility 
isn't  paying  dividends  on  its  common  stock,  is  awash  ii 
lawsuits  resulting  from  a  hurricane  last  year  and  can't  ge 
permission  to  operate  its  $4.5  billion  Shoreham  nuclea 
plant.  Would  anyone  seriously  argue  that  Catacosinos  ii 
truly  a  better  bargain  for  shareholders  than  Iacocca,  simpb 
because  the  former  got  a  tinier  share  of  overall  corporati 
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afits  last  year  than  the  latter? 

Stock  performance?  That's  the  silliest  yardstick  of  them 
.  True,  the  runup  of,  say,  Chrysler  does  indeed  indicate 
iat  the  boss  has  been  doing,  but  Iacocca  drew  his  big 
ward  last  year,  while  Chrysler  stock  has  been  performing 
;11  for  several  years.  And  consider  those  poorly  run 
mpanies  whose  shares  rose  only  because  they  had  been 
iding  well  below  book  value  and  became  hot  targets  for 
quisitions.  The  inept  managers  who  allowed  the  compa- 
to  founder  in  the  first  place  often  wind  up  with  hefty 
)ck  gains,  golden  parachutes  and  other  benefits  while 
ig-term  shareholders  receive  only  a  one-time  windfall 
at  may  not  make  up  for  years  of  poor  earnings. 
Absent  a  successful  tender  offer  for  the  U.S.  economy  by 
e  U.S.S.R.,  determining 
iat  an  executive  is  worth 
11  remain  the  province  of 
mpensation  committees, 
ter  all,  they  have  to  face 
e  lawsuits  when  stock- 
ilders  think  things  are  out 
whack.  (And  sue  they  do. 
ch  stockholders'  lawsuits 
;  hardly  uncommon.) 
Whatever  chief  execu- 
tes make,  they  seldom 
ake  it  for  very  long,  un- 
>s  they  are  the  founders, 
ley  are  a  lot  like  baseball 
ayers — with  no  guarantee 
how  long  they  will  be  at 
e  top  of  their  game.  (The 
erage  major-league  sala- 
by  the  way,  was 
71,000  in  1985.)  And  it 
n  take  quite  a  while  be- 


The  25  best-paid 
chief  executives  in  the  U.S. 

Rank 

Chief  executive/company 

Total  comp 
($000) 

1 

Lee  Iacocca/Chrysler 

$11,499 

2 

T  Boone  Pickens/Mesa  Petroleum 

9,877 

3 

Thomas  Spiegel/Columbia  S&L 

9,032 

4 

Stephen  D  Hassenfeld/Hasbro 

4,764 

5 

Anthony  J  F  O'Reilly/HJ  Heinz 

4,093 

6 

George  T  Scharffenberger/Home  Group 

3,945 

7 

Kenneth  L  Lay/Enron 

3,794 

8 

Robert  Anderson/Rockwell  Intl 

3,666 

9 

Clifton  C  Garvin  Jr/Exxon 

3,625 

10 

Terrence  A  Elkes/Viacom  International 

3,587 

11 

Steven  J  Ross/Warner  Communications 

3,524 

12 

David  S  Lewis/General  Dynamics 

3,376 

13 

John  H.  Gutfreund/Phibro-Salomon 

3,108 

14 

Joseph  B  Flavin/Singer 

2,997 

15 

Roy  A  Anderson/Lockheed 

2,994 

16 

Charles  S  Locke/Morton  Thiokol 

2,991 

17 

Gilbert  G  Roessner/Cityfed  Financial 

2,980 

18 

Charles  Lazarus/Toys  "R"  Us 

2,928 

19 

Richard  K  Earner/National  Medical 

2,899 

20 

Alan  C  Greenberg/Bear,  Stearns 

2,889 

21 

Richard  M  Furlaud/Squibb 

2,780 

22 

Edward  L  Hennessy  Jr/Allied-Signal 

2,755 

23 

E  Mandell  De  Windt/Eaton 

2,626 

24 

William  Jovanovich/Harcourt  Brace 

2,597 

25 

Peter  T  Buchanan/First  Boston 

2,563 

Industry  group  codes 


The  numbers  below  correspond  with  the  industry  group  codes  that 
follow  company  names  in  the  tables  that  begin  on  page  153. 


.  1. 

Aerospace  and  defense 

17. 

Food  distributor 

2. 

Air  transport 

18. 

Food  processor 

3. 

Apparel  and  textiles 

19. 

Health 

4. 

Automotive 

20. 

Heavy  equipment 

5. 

Banks 

21. 

Insurance 

6. 

Beverages  and  tobacco 

22. 

Leisure  and  recreation 

7. 

Chemicals 

23. 

Metals 

8. 

Coal 

24. 

Natural  gas 

9. 

Communications  media 

25. 

Oil 

10. 

Computers  and  electronics 

26. 

Packaging 

11 

Construction 

27. 

Paper 

12 

Consumer  products 

28. 

Retailing 

13 

Diversified  companies 

29. 

Services 

14 

Electrical  equipment 

30. 

Surface  transportation 

15 

Electric  utilities 

31. 

Telecommunications 

16 

Financial  services 

fore  a  chief  executive  gets  to  the  top;  most  have  been  with 
their  companies  more  than  20  years,  and  six  out  of  seven 
are  over  50  years  old. 

There  has  been  something  of  a  youth  movement  afoot  in 
recent  years;  roughly  100  chief  executives  are  under  50. 
David  Blackford  of  Far  West  Financial  is  a  mere  37;  Genen- 
tech's  Robert  A.  Swanson  is  38;  Fidelcor's  Harold  W.  Pote 
is  39.  The  man  with  the  best  "age-wage"  ratio  is  Columbia 
Savings  &  Loan's  Thomas  Spiegel,  40,  who  collected 
$9,032,000  in  1985.  That  works  out  to  $225,800  for  each 
year  of  his  life. 

Armand  Hammer  remains  the  nation's  most  senior 
chief  executive.  Hammer,  who  celebrated  his  88th  birth- 
day last  month,  earned  $1.15  million  in  1985  for  running 

Occidental  Petroleum. 

Assuming  one  wants  to 
get  to  the  top  of  the  corpo- 
rate heap,  which  is  the  best 
path?  Finance.  Of  the  793 
executives  on  the  following 
pages,  all  of  them  running 
companies  that  made  one  or 
more  of  the  Forbes  500s 
lists,  145  had  backgrounds 
in  banking  and  another  112 
in  finance. 

It  also  helps  to  pick  the 
right  industry.  Such  as  finan- 
cial services,  where  the  me- 
dian compensation  for  chief 
executives  was  $1.6  million 
last  year.  Ten  of  the  15  n.ade 
more  than  $1  million,  with 
Phibro-Salomon's  John  H. 
Gutfreund  leading  the  pack 
with  $3.1  million.  ■ 
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Who  Gets  The  Most  Pay 


What  the  numbers  mean 

In  compiling  the  tables  that  follow,  Forbes  ranks  the  chief  restrictions  in  1985,  thrift  plan  contributions  and  ol 

executives  of  the  793  largest  companies  in  the  U.S.,  as  listed  benefits.  Stock  gains  include  net  value  realized  in  shi 

in  The  Forbes  500s  issue  (Apr.  28).  The  rankings  are  based  on  or  cash  from  the  exercise  of  stock  options  and/or  st) 

total  compensation.  Forbes  defines  salary  and  bonus  to  in-  appreciation  rights  granted  in  prior  years.  Rank  in 

elude  all  salary  and  bonus  payments  in  1985,  whether  paid  in  dustry  ranks  the  chief  executive's  total  compensai 

cash  or  deferred,  as  well  as  directors'  fees  and  commissions,  relative  to  others  in  his  industry  group.  Industry  gn 

Other  includes  payments  made  under  long-term  compensa-  codes  following  company  names  are  identified  in 

tion  plans,  restricted  stock  awards  vested  or  released  from  box  on  page  151. 


Who  makes  what 

 Compensation  ($000)  Tenure  (years) 

salary  and  stock  Rankin  with  as  Bu 

Rank               Company/industry  Chief  executive/age  bonus  other  gains       total  industry  firm  CEO  back) 

80             Abbott  Laboratories/ 19  Robert  A  Schoellhom/57  1,063  29  583       1,674  6  of  30  12  Tec 

140                Advanced  Micro/ 10  Walter  J  Sanders  HI/49  1,190  1,190  6  of  32  17  17  Fi 

367                Aetna  Life  &  Cas/21  James  T  Lynn/59  601  67  668  18  of  38  8  1 

694            Affiliated  Bshs  Colo/ 5  Leo  Hill/62  284  20  3         307  158  of  192  22  3  Adminis; 

236                   HFAhmanson/5  Richard  H  Deihl/57  659  231  890  31  of  192  36  2  B 

227             Air  Prods  &  Chems/  7  Edward  Donley/64  897  15  912  6  of   17  43  12  Tec 

376                       Albertson's/ 17  Warren  E  McCain/60  656  656  14  of  26  34  9  Ope: 

316                   Alco  Standard/27  Ray  B  Mundt/57  739  21  —         760  6  of   14  16  6  Opei 

434        Alexander  &  Alexander/21  John  A  Bogardus  Jr/58  565  14  579  22  of  38  35  Insi 

114          Alexander  &  Baldwin/30  Robert  J  Pfeiffer/66  849  108  370       1,327  5  of   14  26  6  Ope: 

154                        Alleghany/23  Fred  M  Kirby/66  683  397  1,079  1  of   15  28  18  Invej 

87             Allegheny  Beverage/17  Morton  M  Lapides/57  1,550  30  —       1,580  3  of  26  26  20  Tec 

385       Allegheny  International/ 13  Robert  J  Buckley/62  573  71  644  24  of  30  14  11  Ope: 

761                 Allegheny  Power/ 15  Klaus  Bergman/55  211  211  60  of  75  14  1 

375                Allied  Bancshares/  5  Gerald  H  Smith/55  225  24  409         658  60  of  192  27  14  B 

22                     Allied-Signal/ 13  Edward  L  Hennessy  Jr/58  1,219  117  1,419      2,755  1  of  30  F 

184                      Allied  Stores/28  Thomas  M  Macioce/6 7  960  27  987'  14  of  41  26  14 

461                                Alltel/31  Weldon  W  Case/65  450  —  96         546  14  of    16  26  26  Ope: 

 1 

355                              Alcoa/23  Charles  W  Parry/61  667  25  —         691  4  of   15  38  3  Ope: 

480                            AMAX/23  2Pierre  Gousseland/64  505  12  517  9  of   15  37  9  Teo 

491                    Amerada  Hess/25  'Philip  Kramer/65  485  24  509  26  of  36  17  4  Adminis 

142                American  Brands/ 13  Edward  W  Whittemore/63  1,140  30  —       1,170  12  of  30  39  5  Mai 

33                    American  Can/26  4William  S  Woodside/64  1,260  5  885       2,150  1  of     6  36  6  Ope 

108         American  Continental/ 5  Charles  H  Keating  Jr/63  1,375  —       1,375  12  of  192  10  10 

212           American  Cyanamid/ 19  George  J  Sella  Jr/57  732  8  201         940  14  of  30  31  3  Ope 

499               American  Electric/ 15  Willis  S  White  Jr/59  494  10  503  10  of   75  37  10  Tec 

59              American  Express/ 16  James  D  Robinson  111/50  1.800  55  —       1,855'  5  of   15  15  9  F 

42               American  Family/21  John  B  Amos/62  2,011  54  —      2,065  2  of  38  31  31  F< 

American  Fletcher/ 5  Frank  E  McKinney  Jr/47  377  5  ',754       2,136  3  of  192  18  13  B 

i72              American  General/21  Harold  S  Hook/54  904  138  —       1,042  9  of  38  15  7  Ins 

739             American  Greetings/ 9  Irving  I  Stone/ 7 7  250  250  21  of  21  62  26  Adminis 

101         American  Home  Prods/19  John  W  Culligan/69  1,058  363  —       1,420  8  of  30  49  5  Mai 

270           American  Info  Tech/31  William  L  Weiss/57  789  42  —         830  7  of   16  35  2  Ope 

51           American  Intl  Group/21  Maurice  R  Greenberg/61  750  —  1,195       1,945  3  of  38  25  19  Ins 

487  American  Medical/ 19  Walter  L  Weisman/51  513  —  —         513  27  of  30  16  1  Ope 

NOTE:  For  explanation  of  industry  group  rankings,  see  page  151     'Figures  are  for  year  ended  1/31/85    2Succeeded  bv  Allen  Born,  1/6/86.    Succeeded  bv  Leo 

1/8/86.    "Succeeded  by  Gerald  Tsai  Jr,  5/1/86. 
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FORBES  IUNE 


Compensation  ($000) 

Tenure  (years) 

Company/industry 

1  hif't  PVPrnfivp/Q Of 

salary  and 
bonus 

other 

stock 
gains 

total 

Rank  in 
industry 

with 
firm 

as 
CEO 

Business 
background 

^Jose  J  Dedeurwaerder/53 

357 

13 

— 

371 

18  of  18 

4 

1 

Operations 

American  Natl  Ins/2.1 

urson  L-  L-iay/bo 

334 

56 

— 

391 

28  of  38 

15 

8 

Administration 

American  Petrofina/2.5 

Dint  r\  Maair/cc 

370 

11 

— 

381 

32  of  36 

30 

3 

Technical 

Amor  Cfc  I    VlftJ  ^ 

Amer  >cil  ria/  d 

M  ,,,,1,    TVT   ID    ,      .1  /  fT  1 

Morns  inj  oroad/Dl 

341 

— 

71 

412 

119  of  192 

29 

21 

Finance 

A.iTi*'ricii n  Savings/  5 

J.    iTlUltdll/  JO 

353 

353 

1,11  ~i  i 

142  or  192 

13 

6 

Banking 

American  Security/  5 

uaniei )  Laiianan  ill  /i)4 

359 

— 

9 

367 

135  of  192 

3 

1 

Banking 

American  Standard/ 11 

U/Illlnm    D    D,.,,,l    /  1 

William  d  Boyu/oZ 

616 

107 

63 

786 

4  of  16 

11 

1 

Technical 

American  Stores/28 

Lennie  S  Skaggs/62 

646 

— 

— 

6466 

24  of  41 

41 

20 

Retailing 

American  lei  c>.  iei/oi 

Charles  L  Brown/64 

1,315 

380 

— 

1,695 

1  of  16 

40 

7 

Operations 

I*»rn,'  \!  1'irrptl  1 

jerry  v  jarren/jH- 

506 

21 

244 

771 

4/  or  192 

12 

2 

Banking 

Ames  uept  Mores/zo 

HerDert  ixilman/ol 

472 

— 

— 

4727 

30  of  41 

28 

5 

Technical 

Amfac/ 13 

Kaipn  A  van  Ursuel//U 

450* 

— 

— 

450 

29  of  30 

40 

1 

Insurance 

Amoco/25 

Richard  M  Morrow/60 

1,113 

49 

963 

2,125 

4  of  36 

38 

2 

Technical 

A  VII)  in 

Walter  r  KabD/oi 

457 

499 

— 

956 

14  of  32 

33 

4 

Finance 

AMD/  9 

DnKprt  I    f'r  mil  ill    t  1 

663 

581 

1,Z44 

1  of  14 

13 

1 

Finance 

AmSouth  Bancorp/  5 

John  w  wooas/34 

454 

— 

— 

454 

105  of  192 

16 

14 

Banking 

Analog  Devices/ 10 

Kay  Mata/Di 

358 

— 

— 

358 

28  of  32 

21 

21 

Founder 

Anderson,  Clayton/ 18 

w  renton  tjuinee  )t/do 

335 

2 

— 

337 

20  of  24 

10 

1 

Marketing 

Anheuser-Busch  Cos/  6 

August  A  Busch  111/49 

1,206 

1,218 

2,424 

1  of  9 

29 

11 

Operations 

Apple  Coroputer/10 

Inrnn  Cr-n llf>\7 /,4  7 

junn  jcuiiey/'r/ 

1,054 

i  nc/i 

1,U34 

i  o  n 
1U  or  61 

3 

3 

Marketing 

Archer  Daniels/ 18 

Dwayne  O  Andreas/68 

801 

— 

— 

801 

12  of  24 

15 

15 

Finance 

Arizona  Bancwest/  5 

Donald  B  Tostenrud/61 

450 

8 

1,079 

1,538 

8  of  192 

26 

8 

Finance 

A  _1- 1  >  /'I  /I 

Arkla/24 

1  nomas  r  McLarty  1  ll/4t J 

392 

8 

— 

400 

19  of  23 

2 

1 

Administration 

Annco/23 

Robert  t,  Bom/bo 

414 

31 

446 

1 1  of  15 

29 

1 

Technical 

Armstrong  World  Inds/11 

Joseph  L  Jones/63 

443 

1 

47 

4y  l 

L  L  OI  ID 

38 

2 

Operations 

Ashland  Oil/25 

lohn  R  Hall/53 

740 

11 

— 

751 

20  of  36 

28 

4 

Operations 

Associated  Dry  Goods/28 

loseph  H  Johnson/64 

696 

4 

223 

923 

19  of  41 

9 

2 

Operations 

Atlantic  City  Electric/ 15 

t  Douglas  Huggard/52 

170 

2 

— 

172 

71  of  75 

31 

1 

Technical 

Atlantic  Richfield/25 

Lodwnck  Jn  Cook/58 

733 

— 

53 

786 

16  of  36 

29 

1 

Operations 

Automatic  Data/29 

josn  a  weston/b/ 

390 

203 

CO  I 

7   r*t  1 

I  01  / 

15 

3 

Operations 

Avnet  /10 

Anthony  R  Hamilton  M 

806 

— 

895 

1,701 

2  of  32 

29 

6 

Marketing 

Avon  Products/12 

Hicks  B  Waldron/62 

684 

75 

— 

759 

10  of  15 

2 

2 

Marketing 

AZP  Group/ 15 

Keith  L  Turley/63 

353 

9 

— 

362 

25  of  75 

34 

12 

Administration 

Baker  International/25 

Earnest  H  Clark  Jr/59 

823 

9 

87 

919 

12  of  36 

38 

21 

Technical 

Bally  Manufacturing/22 

Kobert  t  iviullane  Jr/54 

1,210 

118 

l,3Zo 

d  or  13 

13 

6 

Administration 

Baltimore  G&E/15 

Bernard  C  Trueschler/63 

385 

41 

— 

426 

16  of  75 

38 

6 

Technical 

Banc  One/  5 

John  B  McCoy/43 

492 

— 

— 

492 

95  of  192 

19 

2 

Banking 

Banco  Popular  PR/  5 

Rafael  Carrion  Jr/71 

229 

43 

— 

272 

173  of  192 

53 

29 

Banking 

BancOklahoma/  5 

Leonard  I  Eaton  Jr/51 

283 

28 

311 

156  of  192 

14 

7 

Banking 

Bancorp  Hawaii/  5 

Frank  |  Manaut/oz 

350 

16 

63 

1  HI 

4JU 

1  14  01  1VZ 

35 

5 

Banking 

Bank  of  Boston/  5 

William  L  Brown/64 

538 

43 

581 

73  of  192 

37 

3 

Banking 

Bank  of  New  England/  5 

Walter  I  Connolly  Ir/58 

564 

564 

80  of  192 

25 

Banking 

Bank  of  New  York/  5 

John  Carter  Bacot/53 

728 

298 

77 

1,103 

18  of  192 

26 

4 

Finance 

Bank  of  Virginia/  5 

Frederick  Deane  Jr/59 

496 

194 

165 

855 

34  of  192 

32 

12 

Finance 

Bank  South/  5 

Robert  P  Guyton/49 

372 

372 

132  of  192 

5 

4 

Banhing 

r  explanation  of  industry  group  rankings,  see  page  151     'Annualized  current  salary 
^Figures  are  for  year  ended  1/31/85.    "Succeeded  by  Ronald  R  Sloan,  5/12/86. 

^Succeeded  by  Jo; 

eph  E  Cappy, 

3/21/86. 

''Figures 

are  for  year  ended 

UNE  2,  1986 
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TRADELINK5M-automated 

short-term  investing 


ChemLink 
pulls  it  all  together. 

ChemLink  is  well  known  as  the 
widely  used  electronic  balance  report- 
ing system.  But  it's  much  more  than 
that.  ChemLink  is  your  gateway  to  all 
the  treasury  and  cash  management 
services  you  see  here,  and  many 
others.  It  is  a  secure,  easy-to-access 
system  for  initiating  and  tracking  all 
your  banking  transactions.  And 
ChemLink  is  available  via  the  tech- 
nology you  choose. 

From  originating  funds  transfers  to 
monitoring  securities  movements,  the 
only  name  you  need  to  know  is 
ChemLink. 

Contact  our  specialists  in  New  York, 
Delaware,  Chicago,  Dallas  or  San  Fran- 
cisco. They'll  show  you  how  ChemLink 
can  pull  it  all  together  for  you  in  a  way 
no  other  system  can. 


CkemicalBaink 


Who  Gets  The  Most  Pay 


Compensation  1$000) 

Tenure 

(years) 

Rank 

Company/industry 

Chief  executive/age 

v  1 1  i  r\/  q  n 
9aldiy  all 

bonus 

d 

other 

stock 
gains 

total 

Rank  in 
industry 

firm 

CEO 

■ 

■ 

bad 

438 

BankAmerica/  5 

Samuel  H  Armacost/47 

575 

575 

75  of 

192 

24 

5 

106 

Bankers  Trust  NY/  5 

Alfred  Brittain  111/63 

940 

322 

1 1 7 

1,379 

11  of 

192 

39 

11 

650 

Banks  of  Mid-America/  5 

John  W  McLean/64 

338 

12 

349 

145  of 

192 

18 

18 

I 

214 

Barnett  Banks  Fla/  5 

Charles  E  Rice/50 

658 

12 

270 

940 

29  of 

192 

20 

6 

1 

178 

Bausch  &  Lomb/19 

Daniel  E  Gill/50 

600 

423 

1,024 

12  of 

30 

7 

5 

273 

Baxter  Travenol  Labs/ 19 

Vernon  R  Loucks  Jr/51 

794 

31 

825 

17  of 

30 

20 

6 

Ma 

473 

BayBanks/  5 

William  M  Crozier  ft/53 

365 

27 

137 

530 

84  of 

192 

22 

11 

I 

20 

Bear  Stearns  Cos/ 16 

Alan  C  Greenberg/59 

2,889* 

2,889 

2  of 

15 

37 

8 

Inve 

308 

Becton  Dickinson/ 19 

Wesley  J  Howe/65 

670 

107 

777 

18  of 

30 

37 

11 

Admini 

229 

Bell  Atlantic/3 1 

Thomas  E  Bolger/58 

711 

198 

909 

4  of 

16 

43 

2 

Admini 

287 

BellSouth/31 

)ohn  L  Clendenin/52 

745 

56 

801 

8  of 

16 

30 

2 

Op< 

261 

Beneficial  Corp/ 16 

Finn  M  W  Caspersen/44 

838 

17 

855 

11  of 

15 

14 

9 

361 

Bergen  Brunswig/ 19 

Emil  P  Martini  Jr/57 

683 

683 

22  of 

30 

34 

17 

Tc 

790 

Berkshire  Hathaway/ 13 

Warren  E  Buffett/55 

100 

100 

30  of 

30 

21 

16 

Inv« 

597 

Best  Products/28 

Andrew  M  Lewis/40 

400 

400 

34  of 

41 

17 

2 

R 

447 

Bethlehem  Steel/23 

'Donald  H  Trautlein/59 

542 

26 

568 

8  of 

15 

9 

6 

417 

Beverly  Enterprises/ 19 

Robert  Van  Tuyle/73 

598 

598 

25  of 

30 

14 

11 

Admini 

683 

Big  Three  Industries/25 

Harry  K  Smith/74 

315 

o 

318 

36  of 

36 

60 

22 

Adminij 

526 

Black  &  Decker/ 12 

'"Laurence  J  Farley/50 

471 

471 

13  of 

15 

7 

3 

522 

H&R  Block/ 16 

Henry  W  Bloch/63 

471 

4 

475 

15  of 

15 

30 

30 

374 

Boatmen's  Bancshares/  5 

Donald  N  Brandin/64 

659 

659 

59  of 

192 

30 

13 

1 

73 

Boeing/  1 

"Thornton  A  Wilson/65 

998 

2  1 
o  1 

0/*+ 

1,703 

7  of 

14 

43 

17 

Te 

471 

Boise  Cascade/27 

John  B  Fery/56 

480 

D\J 

530 

9  of 

14 

29 

13 

Pro 

85 

Borden/ 18 

Eugene  J  Sullivan/65 

1,039 

44 

522 

1,605 

2  of 

24 

40 

6 

65 

Borg- Warner/ 13 

l2James  F  Bere/63 

736 

14 

1,056 

1,806 

6  of 

30 

25 

14 

Pro 

626 

Boston  Edison/ 15 

Stephen  J  Sweeney/57 

368 

368 

24  of 

75 

32 

2 

Te 

472 

Bo  water/2  7 

Anthony  P  Gammie/51 

496 

La 

1  L 

530 

10  of 

14 

31 

3 

Pro 

720 

Branch  Corp/  5 

L  Vincent  Lowe  Jr/50 

261 

l  7 

277 

170  of 

192 

24 

4 

1 

69 

Bristol-Myers/ 19 

Richard  L  Gelb/62 

1,179 

55 

546 

1,780 

5  of 

30 

36 

14 

Admini 

696 

Brooklyn  Union  Gas/24 

Eugene  H  Luntey/65 

290 

17 

307 

20  of 

23 

38 

1 

Te 

330 

Brown-Forman/  6 

W  L  Lyons  Brown  Jr/49 

718 

i  s 

1  o 

736 

7  of 

9 

25 

10 

Ma 

250 

Brown  Group/28  Bernard  A  Bridgewater  Jr/52 

712 

i  Z 

1  M-O 

870 

20  of 

41 

7 

4 

Admini 

49 

Browning-Ferris  Inds/29 

Harry  J  Phillips  Sr/56 

461 

1,jZj 

1,986 

1  of 

7 

15 

8 

1 

58 

Brunswick/22 

Jack  F  Reichert/55 

733 

1  137 

1,870 

4  of 

13 

28 

4 

Ma 

498 

Burlington  Inds/  3 

William  A  Klopman/64 

440 

63 

503 

5  of 

5 

40 

9 

Ma 

137 

Burlington  Northern/30 

Richard  M  Bressler/55 

1,060 

i 

1 DU 

1,222 

7  of 

14 

6 

6 

173 

Burroughs/ 10 

W  Michael  Blumenthal/60 

925 

1,042 

12  of 

32 

6 

5 

Admini 

534 

Cabot/25 

Robert  A  Charpie/60 

450 

o 

456" 

28  of 

36 

17 

17 

Te 

359 

CalFed/  5 

George  P  Rutland/54 

649 

38 

687 

55  of 

192 

4 

1 

I 

754 

California  First  Bank/  5 

Seishichi  Itoh/51 

217 

6 

222 

184  of 

192 

14 

1 

I 

320 

Campbell  Soup/ 18 

R  Gordon  McGovern/59 

650 

9 

100 

759 

13  of 

24 

30 

5 

Ma 

343 

Capital  Cities/ ABC/  9 

Thomas  S  Murphy/61 

625 

84 

709 

14  of 

21 

31 

19 

Admini 

201 

Capital  Holding/21 

Thomas  C  Simons/57 

943 

16 

959 

1 1  of 

38 

8 

8 

In 

668 

Carolina  Power  &  Lt/15 

Sherwood  H  Smith  Jr/51 

326 

9 

335 

32  of 

75 

21 

6 

511 

Carson  Pirie  Scott/28 

Peter  S  Willmott/49 

399 

91 

490 

29  of 

41 

3 

3 

NOTE:  For  explanation  of  industry  group  rankings,  see  page  151.  'Annualized  current  salary.  'Succeeded  by  Walter  F  Williams,  3/1/86.  '"Succeeded  by  I 
Archibald,  3/20/86.    "Succeeded  by  Frank  A  Shrontz,  4/28/86.    ^Succeeded  by  Clarence  E  Johnson.  4/22/86. 


"To  turn  General  Cinema  into  a  billion  dollar  company,  we've  had 
to  take  some  chances.  But  not  with  our  insurance.  That's  why  we  believe 
in  Liberty.  Liberty  Mutual  isn't  a  here  today  gone  tomorrow  company.  They've  got 
strong  financial  reserves  we  can  bank  on,  and  a  proven  track  record  dating  back  75  years. 
And  we've  been  part  of  that  track  record  since  1972.  They've  learned  our  business, 
understand  our  risks  and  work  with  us  to  solve  problems. 
We  couldn't  ask  for  more'.' 

AMERICA  BELIEVES  IN 
LIBERTY  MUTUAL  INSURANCE. 


LIBERTY 
MUTUAL  Mtfffi 

©  Liberty  Mutual  Insurance  Group/Boston 
tch  "The  Statue  of  Liberty"  Wednesday,  July  2  on  your  local  Public  Television  Station.  Funded  by  Liberty  Mutual  Insurance  Company. 


Who  Gets  The  Most  Pay 


Compensation  ($000) 



Tenure  (years) 

Rank 

Company/industry 

Chief  executive/age 

salary  and 
bonus  other 

stock 
gains 

total 

Rank  in 
industry 

with 
n  rm 

as 
CEO 

- 

n 
D 

back 

322 

Carter  Hawley  Hale/28 

Philip  M  Hawley/60 

645 

2 

109 

756 

22  of  41 

28 

9 

Ri 

520 

Carteret  Savings/  5 

Robert  B  O'Brien  Jr/51 

479 



479 

99  of  192 

11 

1 1 

j 

497 

Castle  &  Cook/ 18 

David  H  Murdock/62 

504 

504 

17  of  24 

4 

1 

Inve 

569 

Caterpillar  Tractor/20 

George  A  Schaeter/58 

419 

8 

427 

9  of  11 

35 

1 

 1 

562 

CBI  Industries/ 1 1 

William  A  rogue/oo 

434 

16  of  16 

4 

156 

CBS/  9 

Thomas  H  Wyman/56 

1,030 

35 

1,065 

9  of  21 

6 

6 

Ma 

46 

Celanese/  7 

John  D  Macomber/58 

1,077 

14 

919 

2,010 

3  of  17 

13 

8 

Adminis 

428 

Centel/31 

Robert  P  Reuss/68 

571 

14 

585 

12  of  16 

13 

13 

Opa 

536 

Centerre  Bancorp/  5 

Clarence  C  Barksdale/54 

434 

17 

4 

454 

103  of  192 

27 

8 

E 

529 

Centex/ 11 

Paul  R  Seegers/56 

436 

30 

466 

13  of  16 

24 

7 

1 

585 

Central  &  South  West/ 15 

Durwood  Chalker/62 

378 

32 

411 

19  of  75 

36 

6 

Te 

542 

Central  Bancorp/  5 

Oliver  W  Birckhead/64 

450 

450 

108  of  192 

35 

14 

E 

188 

Central  Bancshares/  5 

Harry  B  Brock  Jr/60 

449 

531 

980 

24  of  192 

15 

15 

r 

496 

<  Yntrai  Fidplitv  Rznks/  5 

Carroll  L  Saine/52 

425 

12 

68 

505 

90  of  192 

29 

5 

I 

784 

Central  Hudson  G&E/15 

"Theodore  J  Carlson/66 

160 

160 

73  of  75 

18 

11 

Ope 

ill  j8 — ^jiiJ^ 

The  wages  of  success 

Lee  lacocca's  total  compensation  of  $11.4  million,  which  led 
all  the  rest  last  year,  works  out  to  about  7  cents  per  Chrysler 

,k„r„      Ir,    n.  „    .,nn-c    (    l,         ■  l„r   ,.*,„„  1,    ... .  I  „  , ,  ,J     1     H  f\f\C7. 

iii.iic.  in  lire  ycais  v^iupi 

CI 

rv  ganicu  i,/uu/i, 

775 

Central  III  Pub  Svc/15 

Donald  G  Raymer/61 

191 

192 

68  of  75 

38 

5 

Ope 

518 

CenTrust/  5 

David  L  Paul/46 

473 

12 

485 

97  of  192 

2 

2 

Inve 

253 

Champion  Intl/27 

Andrew  C  Sigler/54 

793 

74 

866 

5  of  14 

29 

11 

525 

Charter  /25 

"Alexander  P  Zechella/65 

318 

153 

471 

27  of  36 

7 

3 



Te 

115 

Chase  Manhattan/  5 

Willard  C  Butcher/59 

1,040 

272 

1,312 

15  of  192 

39 

6 

F 

190 

Chemical  New  York/  5 

Walter  V  Shipley/50 

700 

279 

979 

25  of  192 

29 

2 

E 

327 

Chesebrough-Pond's/  7 

Ralph  E  Ward/65 

561 

184 

745 

7  of  17 

39 

18 

Ma 

116 

Chevron/ 25 

George  M  Keller/62 

1,158 

149 

1,307 

8  of  36 

38 

5 

Te 

1 

Chrysler/  4 

Lee  Iacocca/61 

1,617 

22 

9,809 

11,449 

1  of  18 

7 

6 

Ope 

387 

Chubb/21 

Henry  U  Harder/61 

570 

72 

643 

19  of  38 

37 

5 

In; 

157 

Cigna/2 1 

Robert  D  Kilpatrick/62 

750 

314 

1,064 

8  of  38 

32 

10 

In; 

649 

Cincinnati  Financial/21 

lohn  J  Schiff/70 

350 

350 

32  of  38 

7 

1 

Ins 

719 

Cincinnati  G&E/15 

William  H  Dickhoner/64 

234 

44 

278 

47  of  75 

45 

10 

Te 

233 

Circle  K/17 

Karl  Eller/58 

320 

580 

900 

8  of  26 

2 

2 

Ma 

614 

Citadel  Holding/  5 

Gerald  D  Barrone/55 

368 

10 

379 

128  of  192 

31 

1 

E 

198 

Citicorp/  5 

John  S  Reed/47 

935 

35 

970 

26  of  192 

21 

1 

E 

450 

Citizens  &  So  Ga/  5 

Bennett  A  Brown/57 

337 

174 

55 

565 

79  of  192 

31 

8 

B 

133 

Citizens  Fidelity/  5 

I  David  Grissom/47 

456 

772 

1,228 

17  of  192 

13 

9 

348 

City  National/  5 

Bram  Goldsmith/ 63 

701 

701 

53  of  192 

11 

11 

i 

CityFed  Financial/  5 

,5Gilbert  G  Roessner/68 

581 

88 

2,311 

2,980 

2  of  192 

45 

16 

B 

601 

''Cleveland  Electric/15 

Robert  M  Ginn/62 

337 

23 

32 

392 

21  of  75 

37 

7 

Te 

555 

Clorox/12 

Charles  R  Weaver/57 

418 

24 

442 

14  of  15 

32 

1 

Ma 

617 

Coast  S&L  Assn/  5 

Ray  Martin/50 

377 

377 

129  of  192 

27 

2 

B 

267 

Coastal  Corp/25 

OscarS  Wyatt  Jr/61 

842 

842 

14  of  36 

30 

30 

F 

27 

Coca-Cola/  6 

Roberto  C  Goizueta/55 

1,433 

453 

480 

2,365 

2  of  9 

31 

5 

Tei 

NOTE 
Alfred 

For  explanation  o!  industry  group  rankings,  see  page  151     "Succeeded  by  John  E  Mack  III.  4/1/86    "Succeeded  by  D  Thomas  Mi 
I  Hedden,  4/10/86    ,6Merged  with  Toledo  Edison  to  form  Centerior  Energy.  4/29/86 

odj  l  1 

/86  "Succei 

Compensation  ($000)  Tenure  (years) 


Company/industry 

Chief  executive/age 

salary  and 
bonus 

other 

gains 

total 

Rank  in 
industry 

with 
firm 

as 
CEO 

Business 
background 

Coleco  Industries/22 

Arnold  C  Greenberg/53 

411 

— 



411 

12  of  13 

20 

13 

Legal 

Colgate-Palmolive/ 1 2 

Reuben  Mark/47 

748 

23 

— 

771 

9  of  15 

23 

'2 

Marketing 

Collins  &  Aikman/  3 

Donald  F  McCullough/61 

692 

1 

— 

693 

3  of  5 

40 

25 

Marketing 

Colorado  Natl  Bkshs/  5 

Will  F  Nicholson  Jr/58 

224 

— 

13 

237 

180  of  192 

16 

1 

Banking 

Colt  Industries/  4 

David  I  Margolis/56 

1,142 

59 

892 

2,093 

2  of  18 

23 

2 

Finance 

Columbia  Gas  System/24 

John  H  Croom/53 

400 

19 

— 

419 

18  of  23 

32 

1 

Marketing 

Columbia  S&L/  5 

Thomas  Spiegel/40 

3,960 

5,072 

— 

9,032 

1  of  192 

9 

9 

Finance 

Combined  Intl/21 

Patrick  G  Ryan/49 

450 

63 

— 

513 

23  of  38 

22 

3 

Insurance 

Combustion  Eng/20 

Charles  E  Hugel/57 

749 

59 

— 

809 

6  of  11 

3 

2 

Operations 

Comdisco/29 

Kenneth  N  Pontikes/46 

1,401 

9 

— 

1,409 

3  of  7 

16 

16 

Marketing 

Comerica/  5 

Donald  R  Mandich/60 

430 

— 

— 

430 

113  of  192 

35 

5 

Banking 

Commerce  Bcshs/  5 

James  M  Kemper  Jr/64 

193 

8 

— 

201 

187  of  192 

39 

19 

Banking 

Commerce  Clearing/  9 

Richard  T  Merrill/58 

297 

29 

— 

326 

20  of  21 

33 

6 

Administration 

Commerce  Union/  5 

Dennis  C  Bottorff/41 

260 

123 

377 

759 

49  of  192 

17 

1 

Banking 

Commonwealth  Ed/ 1 5 

James  J  O'Connor/49 

383 

— 

— 

383 

23  of  75 

22 

6 

Administration 

Community  Psych  Ctrs/19 

James  W  Conte/58 

575 

30 

1,370 

1,975 

4  of  30 

17 

9 

Administration 

ConAgra/ 18 

Charles  M  Harper/58 

875 

507 

— 

1,382 

4  of  24 

11 

10 

Administration 

Conifer  Group/  5 

17William  D  Ireland  Jr/63 

342 

5 

— 

348 

147  of  192 

22 

13 

Banking 

Consolidated  Edison/ 15 

Arthur  Hauspurg/6 1 

449 

157 

— 

606 

3  of  75 

17 

4 

Technical 

Consol  Freightways/30 

Raymond  F  O'Brien/64 

658 

200 

928 

1,786 

4  of  14 

28 

9 

Finance 

Consol  Natural  Gas/24 

George  J  Tankersley/65 

620 

170 

158 

948 

4  of  23 

19 

7 

Operations 

Consolidated  Papers/27 

George  W  Mead/58 

323 

13 

— 

336 

14  of  14 

33 

20 

Operations 

Consumers  Power/ 15  William  T  McCormick  Jr/41 

320* 

— 

— 

320 

37  of  75 

8 

1 

Technical 

Continental  Bancorp/  5 

Roy  T  Peraino/58 

512 

50 

154 

716 

52  of  192 

28 

16 

Finance 

Continental  Corp/21 

John  P  Mascotte/47 

508 

22 

72 

602 

20  of  38 

5 

3 

Insurance 

Continental  Illinois/  5 

John  E  Swearingen/67 

600 

6 

— 

606 

67  of  192 

1 

1 

Administration 

Continental  Telecom/31 

John  N  Lemasters/52 

659 

230 

— 

888 

5  of  16 

2 

1 

Technical 

Control  Data/ 10 

18William  C  Norris/74 

535 

— 

— 

535 

24  of  32 

28 

28 

Founder 

Cooper  Industries/20 

Robert  Cizik/55 

848 

- 

— 

848 

5  of  11 

24 

11 

Finance 

Adolph  Coors/  6 

William  K  Coors/69 

387 

— 

387 

9  of  9 

46 

25 

Technical 

CoreStates  Financial/  5 

G  Morris  Dorrance  Jr/63 

595 

51 

171 

817 

38  of  192 

34 

17 

Finance 

Corning  Glass  Works/ 19 

James  R  Houghton/50 

607 

23 

421 

1,051 

1 1  of  30 

23 

3 

Administration 

CPC  International/ 18 

James  R  Eiszner/58 

495 

79 

26 

601 

15  of  24 

22 

1 

Technical 

Cray  Research/ 10 

John  A  Rollwagen/45 

497 

10 

681 

1,188 

7  of  32 

10 

5 

Marketing 

CrossLand  Savings/  5 

Luke  A  Baione/65 

331 

— 

— 

331 

152  of  192 

40 

13 

Finance 

Crown  Central  Pet/25 

Henry  A  Rosenberg  Jr/56 

530 

14 

— 

544 

25  of  36 

33 

15 

Administration 

Crown  Cork  &  Seal/26 

John  F  Connelly/81 

216 

1 

— 

217 

5  of  6 

29 

29 

Sales 

Crown  Zellerbach/27 

William  T  Creson/56 

520 

10 

892 

1,422 

2  of  14 

9 

4 

Technical 

CSX/30 

Hays  T  Watkins/60 

1,018 



1,065 

2,083 

1  of  14 

37 

15 

Finance 

Cullen/Frost  Bankers/  5 

Thomas  C  Frost/58 

302 

22 

324 

153  of  192 

36 

15 

Banking 

Cummins  Engine/  4 

Henry  B  Schacht/51 

693 

727 

412 

1,832 

4  of  18 

21 

16 

Administration 

Cyclops/23 

William  H  Knot  11/61 

558 

71 

629 

6  of  15 

19 

13 

Legal 

Dana/  4 

Gerald  B  Mitchell/58 

933 

72 

260 

1,265 

6  of  18 

42 

6 

Operations 

Dart  &  Kraft/ 18 

John  M  Richman/58 

955 

35 

990 

5  of  24 

31 

7 

Legal 

Data  General/10 

Edson  D  de  Castro/47 

375 

1,305 

1,680 

3  of  32 

18 

18 

Founder 

For  explanation  of  industry  group  rankings,  see  page  151  'Annualized  current  salary.  17Succeeded  by  Kenneth  Mcllraith,  1/1/86.  18Succeeded  by  Robert  M  Price, 
5. 
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Who  Gets  The  Most  Pay 


Compensation  ($000) 

Tenure  (years) 

Rank 

Company/industry 

Chief  executive/age 

salary  an 
bonus 

i 

other 

stock 
gains 

total 

Rank  in 
industry 

with 
firm 

3S 

CEO 

Busin 
backgrot 

751 

Dauphin  Deposit/  5 

John  D  Wickert/63 

228 

— 

— 

228 

183  of 

192 

12 

6 

Bank 

130 

Dayton-Hudson/28 

Kenneth  A  Macke/47 

991 

248 

— 

1,239 

10  of 

41 

24 

2 

Retail 

595 

Deere/20 

Robert  A  Hanson/61 

401 

— 

— 

401 

10  of 

11 

36 

3 

Market 

732 

Delmarva  Power  &  Lt/15 

Nevius  M  Curtis/56 

257 

— 

— 

257 

51  of 

75 

7 

4 

Admimstrat 

223 

Delta  Air  Lines/  2 

David  C  Garrett  Jr/63 

472 

454 

926 

2  of 

14 

39 

8 

Operati 

517 

Deluxe  Check/  9 

Eugene  R  Olson/60 

372 

59 

53 

485 

18  of 

21 

42 

8 

Market 

723 

Deposit  Guaranty/  5 

Emerson  B  Robinson  Jr/43 

263 

10 

— 

273 

172  of 

192 

18 

2 

Bank 

540 

Detroit  Edison/ 15 

Walter  J  McCarthy  Jr/61 

385 

67 

— 

452 

13  of 

75 

22 

4 

Operati 

265 

Diamond  Shamrock/25 

William  H  Bricker/54 

844 

— 

— 

844 

13  of 

36 

17 

9 

Market 

323 

Digital  Equipment/ 10 

Kenneth  H  Olsen/60 

755 

— 

— 

755 

19  of 

32 

28 

28 

Foun 

193 

Dillard  Dept  Stores/28 

William  T  Dillard  Sr/71 

943 

30 

— 

973 

16  of 

41 

47 

47 

Foun 

35 

Walt  Disney/22 

Michael  D  Eisner/44 

2,124 

7 

— 

2,131 

3  of 

13 

2 

1 

Operati 

598 

Dominion  Bankshares/  5 

Warner  N  Dalhouse/52 

355 

11 

34 

400 

123  of 

192 

30 

4 

Market 

636 

Dominion  Resources/ 15 

William  W  Berry/54 

357 

2 

— 

359 

26  of 

75 

29 

3 

Techn 

134 

RR  Donnelley/  9 

John  B  Schwemm/52 

589 

197 

441 

1,227 

7  of 

21 

21 

2 

Le 

508 

Dover/ 13 

Gary  L  Roubos/49 

485 

7 

— 

492 

28  of 

30 

15 

5 

Operati 

112 

Dow  Chemical/  7 

Paul  F  Oreffice/58 

992 

8 

335 

1,334 

4  of 

17 

33 

8 

Fina 

118 

Dow  Jones/  9 

Warren  H  Phillips/60 

607 

500 

177 

1,284 

4  of 

21 

39 

11 

journal] 

749 

Downey  Savings  &  Loan/  5 

Gerald  H  McQuarrie/65 

236 

— 

— 

236 

181  of 

192 

28 

8 

Foun 

648 

"DPL/15 

Peter  H  Forster/44 

346 

5 

— 

351 

28  of 

75 

13 

1 

Operati 

671 

Dresser  Industries/25 

John  J  Murphy /54 

331 

— 

— 

331 

33  of 

36 

34 

2 

Operati 

82 

Dreyfus/ 16 

Howard  Stein/60 

1,391 

239 

— 

1,630 

7  of 

15 

31 

16 

Investm 

45 

EI  du  Pont/25 

20Edward  G  Jefferson/64 

1,016 

49 

959 

2,024 

5  of 

36 

35 

5 

Techn] 

639 

Duke  Power/ 15 

William  S  Lee/57 

271 

85 

— 

356 

27  of 

75 

31 

4 

Techn 

290 

Dun  &  Bradstreet/  9 

Charles  W  Moritz/49 

SO!) 

— 

800 

11  of 

21 

25 

1 

Market 

706 

Duquesne  Light/ 15 

21  John  M  Arthur/63 

288 

1 



289 

43  of 

75 

41 

17 

Operati 

32 

E-Systems/  1 

John  W  Dixon/66 

1,703 

12 

458 

2,173 

5  of 

14 

24 

17 

Administrat 

406 

Eastern  Air  Lines/  2 

Frank  Borman/58 

365 

246 

611 

5  of 

14 

16 

10 

Techn] 

515 

Eastern  Gas  &  Fuel/24 

William  J  Pruyn/63 

485 

— 

— 

485 

16  of 

23 

34 

8 

Fina 

230 

Eastman  Kodak/22 

Colby  H  Chandler/61 

905 

— 

— 

905 

6  of 

13 

35 

2 

Techn] 

23 

Eaton/ 10 

22E  Mandell  de  Windt/65 

1,147 

822 

657 

2,626 

1  of 

32 

44 

16 

Operati 

563 

Jack  Eckerd/28 

Stewart  Turley/51 

420 

11 



430 

33  of 

41 

19 

11 

Administrat 

240 

EG&G/  1 

Dean  W  Freed/63 

618 



266 

884 

12  of 

14 

15 

3 

Techni 

708 

El  Paso  Electric/ 15 

Evern  R  Wall/53 

285 





285 

44  of 

75 

29 

10 

Technj 

155 

Emerson  Electric/ 14 

Charles  F  Knight/50 

1,075 

— 

— 

1,075 

1  of 

5 

13 

12 

Administrat 

425 

Emhart/20 

Peter  L  Scott/59 

588* 





588 

7  of 

11 

1 

1 

Techni 

34? 

Engelhard/23 

Orin  R  Smith/50 

700 

_ 

_ 

700 

3  of 

15 

14 

2 

Administrat 

7 

"Enron/24 

Kenneth  L  Lay/44 

737 

3,056 

_ 

3,794 

1  of 

23 

2 

2 

Techni 

248 

Enserch/24 

William  C  McCord/58 

675 

115 

87 

878 

7  of 

23 

37 

15 

Techm 

177 

Entex/24 

Jackson  C  Hinds/64 

393 

11 

621 

1,024 

3  of 

23 

17 

14 

Lt 

52 

Equitable  Bancorp/  5 

H  Grant  Hathaway/58 

643 

1,291 

1,934 

4  of 

192 

31 

4 

Bank 

460 

Equitable  Resources/24 

Donald  I  Moritz/59 

329 

222 

550 

14  of 

23 

34 

8 

Le 

394 

Ethyl/  7 

Floyd  D  Gottwald  Jr/63 

608 

22 

630 

11  of 

17 

43 

16 

Administrat 

398 

Ex-Cell-O/  1 

E  Paul  Casey/56 

605 

15 

620 

14  of 

14 

36 

4 

Administrat 

9 

Exxon/25 

Clifton  C  Garvin  Jr/64 

1,454 

64 

2,107 

3,625 

2  of 

36 

39 

10 

Techm 

NOTE:  For  explanation  of  industry  group  rankings,  see  page  151     'Annualized  current  salary 
5/5/86.    "Succeeded  by  Welsey  W  von  Schack,  1/1/86.    "Succeeded  by  James  R  Stover,  4/23/86. 

''Formerly  Dayton  Power  &  Light.    ^Succeeded  by  Richard  E  Heck 
■"Formerly  Internorth. 
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COAL 


lights  our  nights  &  brightens  our  future! 


We  sit  atop  some  of  the  world's, 
greatest  coal  deposits. .  .which  fuel 
about  95%  of  the  electricity  we 
generate.  In  fact,  we  supply  almost 
15  billion  kilowatt-hours  of 
electricity  per  year  in  three  dynamic 
states,  without  nuclear  and  with 


about  5%  hydro,  oil,  gas,  and 
geothermal.  And  that's  just  one 
reason  our  nights  and  future  are 
bright.  Another  is  the  dividend  we 
have  paid  every  quarter  since  1946. 
We  anticipate  that  1986  will  be  no 
exception. 


mi 


Who  Gets  The  Most  Pay 


Compensation  ($000) 

Tenure  (years) 

Rank 

Company/industry 

Chief  executive/age 

salary  and 
bonus 

other 

stock 
gains 

total 

Rank  in 
industry 

with 
firm 

as 
CEO 

Busil 
backgro 

501 

Far  West  Financial/  5 

David  E  Blackford/37 

490 

12 

— 

501 

91  of 

192 

2 

1 

Banl 

516 

Farm  &  Home  Savings/  5 

C  A  Duncan  Jr/69 

485 

— 

— 

485 

96  of 

192 

40 

30 

Administra 

332 

Farmers  Group/21 

Richard  G  Lindsley/64 

663 

67 

— 

730 

15  of 

38 

35 

7 

Insura 

600 

Federal  Express/  2 

Frederick  W  Smith/41 

389 

6 

— 

395 

YL  or 

1  A 

15 

15 

Foui 

488 

Fedl  Natl  Mortgage/ 16 

David  O  Maxwell/56 

501 

10 

- 

511 

1 O  OI 

1  C 

5 

5 

L 

92 

Federated  Dept  Stores/28 

Howard  Goldfeder/60 

755 

10 

746 

1,511 

7  of 

41 

39 

5 

Retai 

266 

Fidelcor/  5 

Harold  W  Pote/39 

467 

70 

308 

844 

35  of 

192 

14 

2 

Banl 

531 

Fifth  Third  Bancorp/  5 

Clement  L  Buenger/60 

336 

30 

95 

461 

101  of 

192 

16 

5 

Banl 

477 

FinI  Corp  of  America/  5 

William  J  Popejoy/48 

522 

— 

— 

522 

OD  OI 

1 

1 

Banl 

283 

Fin  Corp  Santa  Barbara/  5 

Philip  R  Brinkerhoff/43 

769 

40 

— 

808 

*HJ  OI 

lyz 

1 

1 

Fins 

711 

Fireman's  Fund/21 

John  J  Byrne/54 

283 

— 

— 

283 

34  of 

38 

1 

1 

Insura 

523 

Firestone/  4 

John  J  Nevin/59 

460 

12 

— 

472 

15  of 

18 

6 

5 

Marke 

506 

First  Alabama  Bcshs/  5 

Willard  L  Hurley/59 

411 

12 

73 

496 

94  of 

192 

28 

2 

Banl 

168 

First  American/  5 

Kenneth  L  Roberts/53 

430 

168 

456 

1,054 

IV  OI 

lyz 

10 

9 

Ban! 

707 

First  Bncp  of  Ohio/  5 

Howard  L  Flood/52 

190 

— 

96 

286 

loo  OI 

23 

1 

Banl 

307 

First  Bank  System/  5 

Dewalt  H  Ankeny  Jr/53 

576 

17 

185 

778 

46  of 

192 

18 

1 

Banl 

25 

First  Boston/ 16 

Peter  T  Buchanan/51 

2,300 

263 

— 

2,563 

3  of 

15 

29 

3 

Investn 

763 

First  Capital/  5 

Frank  R  Day/48 

203 

6 

— 

210 

186  of 

192 

28 

10 

Banl 

362 

First  Chicago/  5 

Barry  F  Sullivan/55 

638 

45 

— 

683 

56  of 

192 

5 

5 

Banl 

746 

First  Citizens  /  5 

Lewis  R  Holding/58 

234 

5 

— 

239 

179  of 

192 

32 

28 

Fins 

503 

First  City  Bancorp/  5 

James  A  Elkins  Jr/67 

500 

— 

— 

500 

92  of 

192 

44 

23 

Banl 

561 

First  Columbia  Finl  5 

Bob  R  Baker/49 

200 

234 

— 

434 

112  of 

192 

20 

3 

Banl 

718 

First  Commerce  /  5 

Ian  Arnof/46 

279 

— 

— 

279 

169  of 

192 

7 

3 

Banl 

738 

First  Empire  State/  5 

Robert  G  Wilmers/52 

251 

— 

— 

251 

177  of 

192 

3 

3 

Banl 

148 

First  Executive/2 1 

Fred  Carr/55 

1,13624 

— 

— 

1,136 

7  of 

38 

11 

11 

Fins 

445 

First  Federal  Mich/  5 

James  A  Aliber/60 

363 

8 

198 

568 

77  of 

192 

29 

9 

Banl 

272 

First  Fidelity  Bncp/  5 

Robert  R  Ferguson  Jr/62 

559 

11 

258 

828 

36  of 

192 

36 

13 

Banl 

791 

First  Florida  Banks/  5 

A  Bronson  Thayer/46 

g2S 

— 

— 

8 

192  of 

192 

4 

3 

Fins 

539 

First  Hawaiian/  5 

John  D  Bellinger/63 

453 

— 

— 

453 

106  of 

192 

44 

16 

Banl 

91 

First  Interstate  Bncp/  5 

Joseph  J  Pinola/61 

920 

76 

541 

1,537 

9  of 

192 

10 

8 

Banl 

624 

First  Jersey  Natl/  5 

Thomas  J  Stanton  Jr/66 

369 

— 

— 

369 

133  of 

192 

32 

1 

Banl 

321 

First  Kentucky  Natl/  5 

A  Stevens  Miles/56 

379 

13 

366 

758 

50  of 

192 

32 

11 

Ban! 

682 

First  Maryland  Bncp/  5 

Charles  W  Cole  Jr/50 

318 

— 

— 

318 

154  of 

192 

25 

2 

Banl 

735 

First  Natl  Cincinnati/  5 

Oliver  W  Waddell/55 

250 

4 

— 

254 

176  of 

192 

29 

2 

Banl 

628 

First  of  America  Bank/  5 

Daniel  R  Smith/52 

319 

48 

— 

367 

136  of 

192 

30 

1 

Ban) 

566 

First  Pennsylvania/  5 

George  A  Butler/58 

424 

5 

— 

429 

115  of 

192 

36 

6 

Banl 

533 

First  RR  &  Banking/  5 

Charles  B  Presley/ 

375 

26 

60 

461 

i02  of 

192 

32 

10 

Banl 

646 

First  Security/  5 

Spencer  F  Eccles/51 

343 

10 

— 

353 

143  of 

192 

27 

5 

Banl 

663 

First  Tennessee  Natl/  5 

Ronald  Terry/55 

273 

65 

— 

338 

151  of 

192 

29 

12 

Banl 

364 

First  Union/  5 

Edward  E  Crutchfield  Jr/44 

638 

39 

677 

57  of 

192 

21 

2 

Banl 

693 

First  Virginia  Banks/  5 

Robert  H  Zalokar 

295 

12 

307 

157  of 

192 

30 

1 

Banl 

335 

First  Wachovia/  5 

John  G  Medlin  Jr/52 

560 

38 

126 

725 

51  of 

192 

27 

9 

Banl 

657 

First  Wisconsin/  5 

Hal  C  Kuehl/63 

325 

18 

343 

149  of 

192 

38 

0 
0 

Banl 

716 

FirsTier/  5 

John  D  Woods/56 

236 

43 

279 

167  of 

192 

10 

10 

Banl 

254 

Fleet  Financial/  5 

J  Terrence  Murray/46 

623 

30 

211 

865 

33  of 

192 

23 

4 

Fins 

NOTE:  For  explanation  ot  industry  group  rankings,  see  page  151.    "Figures  are  for  year  ended  12/31/84. 

2SDirector's  fee  only 
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Experienced  shippers  know  that  CF  Air  Freights  AM  Service  means  just  that.  It  provides  next 
ling  delivery  to  thousands  of  locations  throughout  the  United  States.  From  the  moment  you 
is,  youll  be  served  by  a  network  of  110  domestic  terminals  and  Customer  Service  Specialists 
rery  major  commerce  center.  We'll  provide  complete  control  to  expedite  your  shipment 
pick-up  to  delivery 

When  the  right  place  is  air  miles  away  and  the  only  right  time  is  before  noon  the  next  day 
ight  company  is  CF  Air  Freight. 


OCCASIONALLY,  A  MOTOR  CAR  SO  PERFECTLY  BALANCES  I 
DIMENSION  AND  PROPORTION  THAT  IT  BECOMES  A 
WORK  OF  ART.  INTRODUCING  THE  CORVETTE  CONVERTIBI 


Who  Gets  The  Most  Pay 


Compensation  ($000) 

Tenure  (years) 

Rank 

Company /industry 

Chief  executive/age 

salary  and 
bonus 

other 

stock 
gains 

total 

Rank  in 
industry 

with 
firm 

as 
CEO 

Busin 
backgrov 

281 

Fleming  Cos/ 17 

Richard  D  Harrison/63 

711 

6 

92 

809 

12  of 

26 

32 

20 

Le 

717 

Florida  Federal  S&L/  5 

"Raleigh  W  Greene  Jr/59 

279 

— 

— 

279 

168  of 

.92 

33 

18 

Lt 

721 

Florida  Natl  Banks/  5 

John  D  Uible/50 

277 

— 

— 

277 

171  of 

192 

9 

2 

Bank) 

530 

Florida  Progress/ 15 

Andrew  H  Hines  Jr/63 

462 

— 

— 

462 

12  of 

75 

34 

13 

Techni 

542 

Fluor/ 11 

David  S  Tappan  Jr/64 

450 

— 

— 

450 

14  of 

16 

34 

1 

St 

56 

PMC/ 13 

Robert  H  Malott/59 

833 

1,069 

— 

1,902 

4  of 

30 

33 

14 

Operati 

637 

Food  Lion/ 17 

27Ralph  W  Ketner/65 

328 

31 

— 

358 

22  of 

26 

28 

28 

Foun 

76 

Ford  Motor/  4 

Donald  E  Petersen/59 

1,437 

1 

255 

1,693 

5  of 

18 

36 

1 

Administrat 

232 

Fort  Howard  Paper/27 

Paul  J  Schierl/51 

564 

53 

286 

903 

4  of 

14 

22 

11 

Lt 

702 

Fourth  Financial/  5 

Jordan  L  Haines/59 

293 

4 

297 

164  of  192 

24 

Administrat 

556 

FPL  Group/ 15 

Marshall  McDonald/68 

347 

94 

441 

15  of 

75 

14 

Admmistrat 

404 

Freeport-McMoRan/  7 

James  R  Moffett/47 

595 

18 

613 

12  of 

17 

16 

Techni 

616 

Fremont  General/21 

James  A  Mclntyre/53 

378 

378 

29  of 

38 

22 

9 

Final 

340 

Fruehauf/  4 

Robert  D  Rowan/64 

698 

16 

714 

12  of 

18 

30 

12 

Final 

431 

GAF/11 

Samuel  J  Heyman/69 

567 

14 

581 

9  of 

16 

47 

24 

Techni 

■rl^%-  r  -  *                   Youth  vs.  experience 

. .  .           4          David  Blackford,  37,  of  Far  West  Financial  is  the  youngest 
^M^SSr.  J^?         \  tfr*  ~              cn'ef  executive  on  the  FORBES  list  of  best-paid  bosses.  The 
ZW^3t%^&                                oldest:  Armand  Hammer,  88,  of  Occidental  Petroleum. 

— ~"^_.~V "" "    —  ~         —  -  ^-fe"-".- — 

105 

Gannett/  9 

Allen  H  Neuharth/62 

1,333 

48 

1,381 

3  of 

21 

23 

13 

Journal 

415 

GATX/30 

James  J  Glasser/52 

479 

121 

600 

12  of 

14 

24 

7 

Le 

187 

Geico/21 

William  B  Snyder/56 

386 

14 

581 

980 

10  of 

38 

9 

1 

Market 

386 

Gelco/29 

N  Bud  Grossman/65 

630 

13 

643 

6  of 

7 

29 

29 

Foun 

481 

GenCorp/  4 

A  William  Reynolds/53 

333 

183 

517 

14  of 

18 

1 

1 

Administrat 

708 

Genentech/19 

Robert  A  Swanson/38 

285 

285 

30  of 

30 

10 

10 

Foun 

435 

General  Cinema/  6 

Richard  A  Smith/61 

578 

1 

578 

8  of 

9 

39 

39 

Administrat 

12 

General  Dynamics/  1 

28David  S  Lewis/68 

1,062 

25 

2,289 

3,376 

2  of 

14 

15 

15 

Techn 

84 

General  Electric/ 13 

John  F  Welch  Jr/50 

1,463 

35 

117 

1,614 

7  of 

30 

25 

5 

Techa 

192 

General  Mills/ 18 

H  Brewster  Atwater  Jr/55 

2S 

361 

976 

7  of 

24 

> 

5 

Market 

57 

General  Motors/  4 

Roger  B  Smith/ 60 

1,655 

47 

198 

1,900 

3  of 

18 

36 

5 

Fina 

660 

General  Public  Utils/15 

William  G  Kuhns/64 

340 

340 

29  of 

75 

30 

19 

Finai 

514 

General  Re/21 

Frank  W  Munson/58 

487 

487 

25  of 

38 

32 

2 

Insura. 

408 

General  Signal/ 10 

David  T  Kimball/58 

601 

8 

608 

22  of 

32 

13 

2 

Administrat 

453 

Genuine  Parts/28 

Wilton  Looney/67 

561 

561 

26  of 

41 

47 

24 

Operati 

234 

Georgia-Pacific/ 1 1 

T  Marshall  Hahn  Jr/59 

577 

128 

189 

894 

2  of 

16 

11 

3 

Techni 

656 

Gerber  Products/ 18 

William  L  McKinley/62 

285 

7 

54 

346 

19  of 

24 

35 

1 

Operad 

202 

Giant  Food/ 17 

Israel  Cohen/73 

959 

959 

7  of 

26 

50 

8 

Foun 

303 

Gibraltar  Financial/  5 

Herbert  J  Young/54 

424 

356 

780 

44  of  192 

33 

24 

Administrat 

296 

Gillette/ 12 

Colman  M  Mockler  Jr/56 

753 

36 

789 

8  of 

15 

28 

11 

Fin  a. 

647 

GlenFed/  5 

Raymond  D  Edwards/67 

343 

10 

352 

144  of  192 

40 

21 

Market 

554 

Golden  West  Fin!/  5 

"Herbert  M  Sandler/ 54 

442 

442 

1 1 1  of  192 

22 

22 

Foun 

216 

BF  Goodrich/  4 

John  D  Ong/52 

471 

17 

451 

939 

8  of 

18 

25 

6 

Ls 

186 

Goodyear/  4 

Robert  E  Mercer/62 

984 

984 

7  of 

18 

39 

3 

Administrat 

356 

Gould/ 10 

'"William  T  Ylvisaker/62 

682 

8 

689 

21  of 

32 

18 

18 

Administrat 

NOTE:  For  explanation  o!"  industry  group  rankings,  see  page  151.    Succeeded  by  Eric  Stattin.  4/1/86.    ^Succeeded  by  Tom  Smith.  1/1/86. 
1/1/86.    "Office  jointly  held  with  Marion  O  Sandler.    '"Succeeded  by  James  F  McDonald.  4/29/86. 

Succeeded  by  Stanley  C  Pi 
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Compensation  ($000) 

Tenure  (years) 

Company /industry 

Chief  executive/age 

salary  and 
bonus  other 

stock 
gains 

total 

Rink  in 
industry 

with 
firm 

as 
CEO 

Business 
background 

WR  Grace/ 13 

1  Peter  Grace/73 

955 

129 

~ 

13  of 

30 

49 

40 

Finance 

WW  Grainger/ 14 

David  W  Grainger/58 

500 

81 

JO  1 

2  of 

5 

36 

12 

Administration 

Gt  Am  First  Savings/  5 

Gordon  C  Luce/60 

495 

8 

54 

JJ  / 

82  of 

192 

16 

16 

Administration 

Great  A&P  Tea/ 17 

lames  Wood' '56 

1,815 

— 

499 

.,114 

1  of 

26 

6 

6 

Retailing 

Great  Lakes  Fedl  S&L/  5 

Roy  E  Weber/57 

232 

— 

232 

182  of 

192 

35 

16 

Banking 

Gt  Northern  Nekoosa/27 

William  R  Laidig/59 

298 

8 

41 

13  of 

14 

36 

1 

Production 

Gt  Western  Financial/  5 

James  F  Montgomery/51 

1,032 



319 

1  ,JJ  1 

13  of 

192 

10 

7 

Finance 

f*rpvhmifiH  /  -^0 
uicniuuuui  >  "  j 

JUIIII    V*     I  CC13/   1  ~ 

866 

— 

195 

8  of 

14 

22 

4 

Administration 

Grumman/  1 

lohn  C  Riprwirth/69 

530 

— 

123 

13  of 

14 

13 

1 1 

Finance 

GTE/3 1 

Theodore  F  Brophy/63 

1,037 

19 

1,056 

2  of 

16 

28 

10 

Legal 

Ci u j r jn t t't'  FinJiicul  5 

I  PWIH  *S  I    Hltll  fif-i 

363 



138  of 

192 

40 

19 

Banking 

Gulf  &  Western  Inds/16 

Martin  S  n»vi«/S9 

lilalllll  J  L/a  ¥13/  J7 

1,238 

9 

1 ,  --4 

9  of 

15 

28 

3 

Marketing 

Gulf  States  Utilities/ 15 

Dr  Paul  W  Mm  rill  5  1 

388 

10 

49 

447 

14  of 

75 

8 

4 

Administration 

Halliburton/25 

Thomas  H  Cruikshank/55 

600 

210 

810 

15  of 

36 

17 

3 

Legal 

Hammermill  Paper/27 

W  Craig  McClelland/52 

208 

8 

191 

407 

12  of 

14 

21 

1 

\  V 1 11  1  1  [  1  1  >  lltillUU 

VI  1 1  lii m  1 1\ v mnvirn  i\t\ 
T>  1 1 1 1  ii  1 1 1  JlJVdIlUVIt.II/UO 

630 

35 

1,932 

2  of 

21 

39 

31 

Administration 

Harris  Corn/ 1 fi 

3lIn«ipnri  A  Rnvd/AS 

862 

— 

862 

16  of 

32 

24 

8 

Technical 

Harsrn/ 1  ^ 

Ipfrrpv  I  Rn  rripp  /  A  A. 

\  v  1 1 1  t  >    f  DUIUKC/  UH- 

459 

5 

103 

568 

26  of 

30 

32 

9 

Finance 

HartfnrH  NIntinnal/  ^ 

llal  11UIU  l^ollUllnl/  O 

Rnhprr  I  IMpwpII/A^ 

AUUCIl  Li  I^CVrtll/  Ou 

495 

— 

327 

822 

37  of 

192 

40 

10 

Banking 

Hasbro/22 

Stephen  D  Hassenfeld/44 

1,138 

— 

4,764 

1  of 

13 

22 

6 

(~")ru*r  ■!  t  i  nn  q 
^   1  -  1 . 1 1  i 1  1 1 1  > 

HI  Hcin/  IS 

IIP    I  IL  III/  lo 

Anthnnv  I  F  O'Rpillv/SO 

910 

1,065 

2,118 

4  093 

1  of 

24 

17 

6 

Legal 

Hen  nick  7 

A  lpvannpr  F  larrn/f^fi 
fUC  AOUtlCI   t    VJloH.il/  UU 

866 

107 

973 

5  of 

17 

44 

8 

Technical 

Hprclipv  Fnttne/  1  R 
nuMK  v  ruuus/  10 

rVHIIalU  /»  Z-l  111111  CI  111  a  11/  Jt 

525 

311 

836 

10  of 

24 

28 

2 

Operations 

Hewlett-Packard/ 10 

John  A  Young/54 

860 

83 

298 

1  241 

5  of 

32 

27 

8 

Technical 

Hibernia/  5 

Martin  C  Miler/51 

636 

13 

649 

62  of 

192 

LA 

1Z 

Banking 

Hilton  Hotels/22 

Barron  Hilton/58 

617 



617 

9  of 

13 

31 

20 

Administration 

Holiday/22 

Michael  D  Rose/44 

562 

7 

569 

10  of 

13 

12 

5 

Operations 

Home  Federal  S&L/  5 

Kim  Fletcher/58 

440 

8 

448 

109  of 

192 

35 

17 

Finance 

Home  Group/21  George  T  Scharffenberger/67 

1,170 

2,775 

3  945 

1  of 

38 

20 

20 

V  7|  'L  1  .11  II  )  1  >  a 

Homestake  Mining/23 

Harry  M  Conger/55 

280 

— 

280 

15  of 

15 

1  o 

7 
f 

Technical 

Honeywell/ 10 

Edson  W  Spencer/60 

789 



789 

17  of 

32 

31 

11 

Horizon  Bancorp/  5 

William  J  Shepherd/60 

291 

215 

135 

641 

64  of 

192 

21 

10 

Ron  vinrr 
I'll  1 1  K  1 1  It, 

George  A  Hormel/18 

Richard  L  Knowlton/54 

570 

11 

580 

16  of 

24 

37 

4 

\A  ■irl/'pfino 

i  M  ,  1  1  h  I.  1  1  1  1  l_, 

Hospital  Corp/ 19 

Dr  Thomas  F  Frist  Jr/47 

250 

345 

779 

1  374 

9  of 

30 

17 

3 

Founder 

Household  International/ 16 

Donald  C  Clark/54 

1,031 

62 

con 
39U 

1,683 

6  ol 

15 

ir\ 
oU 

6 

Finance 

Houston  Industries/ 15 

Don  D  Jordan/54 

495 

16 

511 

9  of 

75 

29 

9 

Legal 

Howard  Savings  Bank/  5 

Donald  F  McCormick/55 

330 

18 

_ 

348 

146  of 

192 

12 

3 

1  >.i  1  1  K  1  1  It, 

Hughes  Tool/25 

William  A  Kistler  Jr/59 

425 

10 

435 

30  of 

36 

39 

1 

A  i\  x~r~i  inicrrafinn 

■  \  ■- 1  1  1  1  1  1  1  1     1  1  , 1  I  U  1 1  1 

Humana/ 19 

David  A  Jones/54 

628 

113 

741 

19  of 

30 

24 

24 

Founder 

Huntington  Bcshs/  5 

Frank  Wobst/52 

569 

19 

411 

999 

23  of 

192 

11 

5 

Banking 

EF  Hutton  Group/ 16 

Robert  Fomon/61 

1,200 

14 

1,214 

10  of 

15 

35 

15 

Investment 

IC  Industries/ 13 

William  B  Johnson/67 

1,050 

205 

591 

1,847 

5  of 

30 

20 

20 

Legal 

ICH/21 

Robert  T  Shaw/52 

 32 

38  of 

38 

21 

11 

Insurance 

Idaho  Power/ 15 

Robert  J  O'Connor/58 

148 

8 

156 

74  of 

75 

34 

1 

Legal 

Illinois  Power/ 15 

Wendell  J  KeIley/60 

291 

1 

292 

41  of 

75 

36 

19 

Technical 

For  explanation  of  industry  group  rankings,  see  page  151.    "Succeeded  by  John  T  Hartley,  4/1/86. 
paid  to  management  consulting  hrm  in  which  CEO  has  an  interest. 
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SHERATON 


IF  YOU  WANT  MORE  FROM 
YOUR  HOTEL,  JOIN  THE  CLUB. 

INTRODUCING  SHERATON  CLUB  INTERNATIONAL5." 

The  first  worldwide  frequent  guest  program 
built  around  your  needs  and  dreams. 

MORE  RECOGNITION.  Club  members  get  up- 
graded accommodations  whenever  available 
at  check-in.  You  choose  your  own  check-out 
time  up  to  4  PM.  And  enjoy  other  benefits. 

MORE  REWARDS.  You  earn  award  points  for  free 
Sheraton  vacations,  worldwide  travel,  or 
fabulous  merchandise  from  our  Club 
Boutique  Collection* 

ENROLL  NOW.  It  costs  $25  to  enroll  in  the  Club. 
Join  now  and  you'll  receive  a  bonus  package 
with  special  offers  worth  more  than 
ten  times  the  fee. 
For  full  details  and  immediate  enrollment  in 
Sheraton  Club  International  call: 

800-228-5002. 

Major  credit  cards  honored. 

Sheraton 

•Merchandise  avaiatteln  US  and  Canada  only.  The  hospitality  people  Of 

Sheraton  Club  International  is  a  registered  service  mark  of 

The  Sheraton  CorpCTation.  I  '  I  "  I  ' 

©1986  The  Sheraton  Corporation  111 


IN  THE 

CONTINENTAL  U.S.: 
ALASKA: 

Anchorage  Sheraton 
Anchorage  Hotel 

ARIZONA: 

Tucson,  Sheraton 
Tucson  El 
Conquistador  Golf 
and  Tennis  Resort 

CALIFORNIA: 

SOUTHERN  CALIFORNIA 
Los  Angeles. 

Miramar  Sheraton  Hotel 

Sheraton  Grande 

Hotel 

Sheraton  Plaza/TN 
La  Reina  w 
Sheraton  Premiere 
Hotel 

Sheraton  at 
Redondo  Beach 
(Opening  Winter  1987) 
Sheraton  Universal 
Hotel 

Palm  Springs, 
Sheraton  Plaza 
Palm  Springs  Resort 
and  Racquet  Club 

San  Diego/Harbor  Island. 
Sheraton  Grand 
on  Harbor  Island 
Sheraton  Harbor 
Island  Hotel 

NORTHERN  CALIFORNIA 
Monterey,  Sheraton 

Monterey 
San  Francisco. 

Sheraton  at 

Fisherman's  Wharf 

Sheraton  Palace  Hotel 

COLORADO: 
Denver.  Sheraton  /t\ 

Denver  Airport  w 
Steamboat  Springs, 

Sheraton  Village 

Inn  &  Conference 

Center 

CONNECTICUT: 
Hartford,  Sheraton 

Hartford  Hotel 
Stamford,  Sheraton 

Stamford  Hotel  & 

Towers 

DISTRICT  OF 
COLUMBIA: 
Sheraton  Carlton  Hotel 
The  Sheraton 
Grand  on  Capitol  Hill 
Sheraton 
Washington  Hotel 

FLORIDA: 

Miami  Beach/Bal  Harbour, 

Sheraton  Bal  Harbour 
Orlando/Disney  World, 

Sheraton  World 
Palm  Coast, 

Sheraton  Palm 

Coast  Resort 

GEORGIA: 
Savannah,  Sheraton 
Savannah  Resort 

ILLINOIS: 

Chicago,  Sheraton  Plaza 

LOUISIANA: 
New  Orleans. 

Sheraton  New  Orleans 

Hotel  &  Towers 

MARYLAND: 
Baltimore,  Sheraton 
Inner  Harbor  Hotel 

MASSACHUSETTS: 
Boston,  Sheraton 

Boston  Hotel  &  Towers 

MISSOURI: 

St  Louis.  Sheraton 

St.  Louis  Hotel 

Sheraton  West  Port  Inn 


NEW  JERSEY: 
East  Rutherford, 
Sheraton 
Meadowlands  H< 
(Opening  Sept.  1 

NEW  YORK. 

New  York,  St.  Regis 
Sheraton  Hotel 
The  Sheraton 
Centre  Hotel  & 
Towers 
Sheraton  City 
Squire 

Sheraton  Russel 
Hotel 

NORTH  CAROLINA 

Greensboro. 
Sheraton 
Greensboro  Hot< 

OKLAHOMA: 
Tulsa,  Sheraton 
Kensington  Hote 

PENNSYLVANIA: 

Philadelphia, 
Sheraton 
Society  Hill 
(Opening  July  19 

TENNESSEE: 
Nashville,  Sheraton 
Music  City  Hotel 

TEXAS: 

Dallas.  Sheraton 
Dallas  Hotel  & 
Towers 
Sheraton  Park 
Central  Hotel  & 
Towers 

UTAH: 

Salt  Lake  City. 
Sheraton  Triad 
Hotel  &  Towers 

VIRGINIA: 
Richmond.  The 
Jefferson  Sherat 
Hotel  (Now  Oper 

WASHINGTON: 
Seattle.  Seattle 

Sheraton  Hotel  8 

Towers 

IN  HAWAII: 

Hawaii,  Sheraton 

Royal  Waikoloa 

Hotel 
Kauai,  Sheraton 

Coconut  Beach 

Hotel 

Sheraton  Kauai 
Hotel 
Sheraton 
Princeville  Hotel 

Maui,  Sheraton  Mat 
Hotel 

Molokai,  Sheraton 
Molokai  Resort 

Oahu.  Royal  Hawaii 
Hotel 
Sheraton 
Makaha  Resort 
and  Country  Clut 
Sheraton 
Moana  Hotel 
Sheraton  Princes 
Kaiulani  Hotel 
Sheraton 
Waikiki  Hotel 
Surf  rider  Hotel 

IN  CANADA: 
NOVA  SCOTIA: 
Halifax.  Halifax 
Sheraton 

ONTARIO: 

Toronto.  The 

Sheraton  Centre 
Hotel  &  Towers 

QUEBEC: 

Montreal.  Le  Centre 
Sheraton  Hotel  & 
Towers 


And  other  fine  locations  worldwide. 


/HEN   IT  COMES  TO  BUSINESS 


JON  CITY  SQUIRE,  NEW  YORK  /  MIDTOWN  LOCATION  IN  THE  HEART  OF  MANHATTAN'S  EXCITING  THEATRE  DISTRICT  /  720  NEWLY  RENOVATED  ROOMS 


OME      TO  SHERATON 


At  Sheraton,  we  know  you  need  more  than  a  place  to  stay 
when  you  travel  on  business.  You  need  a  hotel  that  has  made 
a  commitment  to  the  business  traveler.  Sheraton  has  made  that 
commitment. 

SHERATON  BOSTON  HOTEL  &  TOWERS,  Massachusetts:  Adjacent 
to  the  Prudential  Center,  this  hotel  features  an  indoor/outdoor 
pool,  exclusive  Towers  accommodations,  and  a  fashionable 
Back  Bay  location,  with  many  renowned  restaurants. 

THE  SHERATON  CENTRE  HOTEL  &  TOWERS,  New  York:  This  midtown 
Manhattan  hotel,  conveniently  located  near  Broadway's 
many  theatres  and  excellent  restaurants,  offers  regular  fine 
accommodations  and  luxury  Towers  accommodations. 

SHERATON  CITY  SQUIRE,  New  York:  Located  near  Rockefeller 
Center  in  the  theatre  district,  with  an  exercise  center  and  a  glass- 
enclosed  indoor  pool. 

SHERATON  HARTFORD,  Connecticut:  Centrally  located  with 
direct  access  to  the  exciting  Civic  Center. 
SHERATON  STAMFORD  HOTEL  &  TOWERS,  Connecticut:  Brand-new 
luxury  hotel  with  a  private  pool,  a  health  club,  and  exclusive  Towers 
accommodations,  conveniently  located  near  the  business  district. 


SHERATON 

(>L*l>B 

INTERNATIONAL 

C.  U.  MOORE 

Cfil23MSb 

The  Sheraton  Corporation 


JOIN  SHERATON 
CLUB  INTERNATIONAL5" 

The  world's  most  rewarding  guest 
recognition  and  award  program. 
Call  800-228-5002. 


Sheraton 

The  hospitality  people  of 

ITT 

800-325-3535 

Or  call  your  Travel  Agent. 


r 


Who  Gets  The  Most  Pay 


Compensation  ($000)   Tenure  (years) 


salary  and 

stock 

Rank 

in 

with 

as 

Busin 

Rank 

Company/industry 

Chief  executive/age. 

bonus 

gains 

indust 

r '  1;  (\ 

backgroi 

180 

Illinois  Tool  Works/20 

John  D  Nichols/55 

435 

569 

1,004 

1  of 

11 

6 

4 

Operati 

619 

Imperial  Corp  of  Am/  5 

Kenneth  J  Thygerson/4 1 

375* 

375 

130  of  192 

1' 

1 

Fina 

441 

Indiana  National/  5 

Thomas  M  Miller/56 

432 

10 

130 

572 

76  of  192 

31 

5 

Bank 

222 

w                 fin         1  i-in 

Ingersoll-Rand/20 

1  nomas  A  Holmes/ 62 

7C  7 

for 

1  /U 

077 

yz/ 

2  of 

11 

1L. 
OO 

c 
3 

Operati 

553 

iniana  Meei/zo 

Ffank  W  Luerssen/58 

420 

14 

9 

443 

12  of 

15 

34 

3 

Techn 

640 

Intel/ 10 

Gordon  E  Moore/57 

355 

1 

356 

29  of 

32 

17 

11 

Foun 

474 

Interco/13 

Harvey  Saligman/47 

525 

525 

27  of 

30 

10 

3 

Administrat 

643 

InterFirst/  5 

Robert  H  Stewart  111/60 

350 

4 

354 

140  of  192 

35 

2 

Bank 

779 

Intergraph/ 10 

lames  W  meacuocK/r>2 

I/O 

1  7C 

32  of 

32 

1 7 
1  / 

1  7 
1  / 

Foun 

oil 

1JJ1V1/  1U 

PUIIII  F  aKcIS'   '  1 

736 

736 

20  of 

32 

25 

1 

^Aarkei 

633 

Intl  Flavors  &  Frags/  7 

Eugene  P  Grisanti/57 

351 

11 

362 

16  of 

17 

26 

1 

Le 

342 

Intl  Minerals  &  Chem/  7 

George  D  Kennedy/60 

699 

1 1 

710 

8  of 

17 

15 

2 

Administrat 

691 

Intl  Multifoods/18 

Andre  Gillet/59 

296 

13 

309 

21  of 

24 

35 

2 

Administrat 

244 

International  Paper/26 

John  A  Georges/55 

zoo 

0  An 
zuu 

oou 

3  of 

6 

7 

/ 

1 

Techn 

//s 

lOWa-lllinOlS  ljOl.E./Z4 

carry  »_  u  unen/Dy 

1  70 

0 

1  8.5 

23  of 

23 

OA 
ZO 

0 
z 

Fina 

730 

Ipalco  Enterprises/ 15 

Zane  G  Todd/62 

262 

262 

50  of 

75 

35 

10 

Operati 

285 

Irving  Bank/  5 

Joseph  A  Rice/61 

808 

808 

41  of  192 

19 

2 

Final 

98 

ITT/13 

Rand  V  Araskog/54 

1,003 

79 

362 

1,445 

9  of 

30 

19 

6 

Administrat 

389 

1U  International/13 

John  Gilray  Christy/53 

641 

641 

25  of 

30 

14 

5 

Operati 

Jo 

James  River  Corp  Va/27 

d  i  en  ton  5  tiaisey/jy 

Q 

1  5  70 

O  1  fM 

1  of 

14 

i  7 

i  / 

1  7 

1  / 

Foun 

135 

Jefferson-Pilot/21 

W  Roger  Soles/65 

770 

455 

1,225 

6  of 

38 

39 

18 

Investm 

301 

|im  Walter/ 13 

Joe  B  Cordell/58 

724 

61 

785 

22  of 

30 

27 

2 

Fina 

147 

Johnson  &  Johnson/ 12 

James  E  Burke/61 

998 

149 

1,148 

2  of 

15 

33 

9 

Market 

235 

Johnson  Controls/29 

Fred  L  Brengel/63 

881 

9 

890 

4  of 

7 

38 

19 

S> 

43 

K  mart/Zo 

Bernard  M  Fauber/63 

900 

O  O 

lo 

1    1  1  1 
I,  ill 

2,050 

4  of 

41 

44 

6 

Retai 

586 

Kaiser  Alum  &  Chem/23 

Cornell  C  Maier/61 

408 

408 

13  of 

15 

36 

13 

Operati 

740 

Kansas  City  P&L/15 

Arthur  J  Doyle/63 

246 

3 

249 

53  of 

75 

13 

6 

L« 

765 

Kansas  Gas  &  Elec/15 

Wilson  K  Cadman/58 

203 

203 

63  of 

75 

35 

5 

Administral 

747 

Kansas  Power  &  Light/24 

William  E  Wall/58 

235 

3 

238 

22  of 

23 

11 

10 

U 

ZOO 

Kellogg/ 1  O 

William  t  LaiVlotne/5y 

0  1  n 
0 1U 

nn 

zy 

u  3  0 
8Jy 

9  of 

24 

ac 
oo 

7 

/ 

Markei 

771 

Kemper  /21 

Joseph  E  Luecke/59 

192 

3 

195 

37  of 

38 

34 

7 

In  sura 

764 

Kentucky  Utilities/ 15 

William  B  Bechanan/60 

205 

1 

205 

62  of 

75 

37 

7 

Techn 

548 

Kerr-McGee/25 

Frank  A  McPherson/53 

437 

10 

447 

29  of 

36 

26 

3 

Techn 

416 

KeyCorp/  5 

Victor  J  Riley  Jr/54 

598 

598 

69  of  192 

22 

12 

Fina 

7  ^  n 
z*.u 

Kiade/  lo 

rred  K  Sullivan//! 

780 

155 

935 

18  of 

30 

0  0 

11 

1 0 
11 

Fins 

205 

Kimberly-Clark/ 1 2 

Darwin  E  Smith/60 

938 

16 

954 

4  of 

15 

28 

14 

L 

125 

Knight-Ridder/  9 

Alvah  H  Chapman  Jr/65 

813 

4 

435 

1,253 

6  of 

21 

25 

10 

Operati 

704 

Koppers/  7 

Charles  R  Pullin/62 

288 

4 

292 

•17  of 

17 

40 

4 

Administra 

166 

Kroger/ 17 

Lyle  Everingham/60 

718 

336 

1,055 

6  of 

26 

39 

8 

Retai 

™258  ~ 

Lear  Siegler/13 

Robert  T  Campion/65 

860 

860 

19  of 

30 

28 

15 

Fin; 

578 

Leaseway  Transport/30 

Gerald  C  McDonough/58 

419 

419 

14  of 

14 

6 

3 

Fin; 

242 

JJbbey-Owens-Ford/20 

"Don  T  McKone/64 

450 

433 

883 

4  of 

11 

37 

7 

Administra. 

759 

Life  Investors/21 

Robert  D  Ray/70 

217 

217 

36  of 

38 

3 

3 

Insur; 

96 

Eli  Lilly/ 19 

Richard  D  Wood/59 

815 

434 

210 

1,459 

7  of 

30 

36 

13 

Marke 

146 

Limited/28 

Leslie  H  Wexner/,48 

907 

242 

1,148 

11  of 

41 

22 

22 

Fou: 

NOTE:  For  explanation  of  industry  group  rankings,  see  page  151.    "Annualized  current  salary    "Succeeded  by  Darryl  F  Allen.  4/17/86. 


Compensation  ($000)  Tenure  (years) 


PiHittisnv/ i  n  n  1 1  cti*v 
^uuiyaiiy  /  liiuus  li  y 

Cniei  executive/age 

salary  and 
bonus 

other 

stock 
gains 

total 

Rank  in 
industry 

with 
firm 

as 
CEO 

Business 
background 

LIN  Broadcasting/42 

Donald  A  Pels/58 

790 

8 

798 

12  of 

21 

17 

17 

Legal 

Lincoln  National  /21 

Ian  M  Rolland/53 

501 

501 

24  of 

38 

30 

9 

Insurance 

Litton  Industries/ 13 

Fred  W  O  Green/65 

1,189 

34 

1,223 

11  of 

30 

23 

4 

Technical 

Liz  Claiborne/  3 

EiisaDetn  urtenoerg/o/ 

625 

625 

4  of 

5 

10 

10 

Founder 

^Rnv  A  A nHprertn /  A^ 
au>  j\  /\iiuc r*>un/ oj 

0  1  fi 
yio 

lo 

z,uou 

4  of 

14 

29 

8 

Finance 

Loews/21 

Laurence  A  Tisch/63 

679 

21 

699 

17  of 

38 

26 

25 

Finance 

Long  Island  Lighting/ lb 

William  J  Catacosinos/56 

213 

6 

219 

59  of 

75 

7 

2 

Technical 

Longs  Drug  Stores/28 

Robert  M  Long/48 

301 

8 

309 

38  of 

41 

25 

9 

Retailing 

T  nrol  1 

Bernard  L  Schwartz/60 

QQA 

884 

11  of 

14 

14 

14 

Administration 

T  nnitiana  Rnnrcniirpc/  ■> 
LUUIMallfl  Dalltilialt  3/  J 

9flf! 

ZU\J 

zu 

zzu 

185  of 

192 

zo 

ZD 

Banking 

Louisiana  Land/25 

Ernest  L  Williamson/61 

579 

96 

675 

22  of 

36 

32 

2 

Administration 

Louisiana-Pacific/ 1 1 

Harry  A  Merlo/61 

550 

139 

689 

5  of 

16 

36 

12 

Marketing 

Louisville  G&E/15 

Robert  L  Royer/58 

171 

1 

172 

72  of 

75 

37 

7 

Technical 

LOWe  S  L-OS/Zo 

Leonard  G  Herring/59 

441 

441 

32  of 

41 

30 

7 

Finance 

LTV/23 

D'lvtnAnn  A  H  i\j  1  7 

ivd  y  in  uiiu  /\  n.  a  y  /  o  r 

MZ 

/  ou 

2  of 

15 

1 1 
1 1 

o 

Administration 

Lubnzol/  7 

Lester  E  Coleman/55 

499 

17 

26 

542 

14  of 

17 

31 

8 

Technical 

T       _1  C  j  /IT 

Lucky  Stores/ 17 

John  M  Lilhe/49 

396 

396 

19  of 

26 

7 

1 

Operations 

Mack  Trucks/  4 

John  B  Curcio/52 

300 

127 

427 

16  of 

18 

19 

2 

Marketing 

Macmillan/  9 

Edward  P  Evans/44 

/no 

ouy 

1U 

620 

16  of 

21 

6 

6 

Administration 

RH  Marv/98 

931 

1  175 

2  106 

3  of 

41 

37 

c 

J 

Retailing 

Manufacturers  Hanover/  5 

John  F  McGillicuddy/55 

942 

942 

27  of 

192 

27 

7 

Banking 

Manufacturers  Natl/  5 

Dean  E  Richardson/58 

369 

1 

369 

134  of 

192 

32 

13 

Banking 

Manville/ 1 1 

John  A  McKinney/62 

638 

638 

7  of 

16 

34 

9 

Legal 

Mapco/z£> 

James  E  Barnes/52 

odV 

z 1 

1  7 
1  / 

OOO 

21  of 

36 

a 
o 

L 

Operations 

Marine  /  5 

VrcUTgc  tv  Midler/ n_ 

362 

667 

1  029 

22  of 

192 

l  n 

1  w 

Q 
O 

Banking 

Marine  Midland  Banks/  5 

John  R  Petty/56 

653 

127 

780 

45  of 

192 

9 

3 

Finance 

Marion  Laboratories/ 19 

Fred  W  Lyons  Jr/5 1 

565 

26 

591 

26  of 

30 

18 

2 

Administration 

Marriott/22 

J  Willard  Marriott  Jr/54 

797 

797 

8  of 

13 

30 

13 

Administration 

Marsh  &  McLennan  Cos/21 

John  M  Kegan  jr/65 

1, 1  ID 

4y  / 

ouz 

4  of 

38 

40 

lo 

Insurance 

Marsnaii  &  lisiey/  d 

John  A  Puelicher/65 

of  0 

l,ZJO 

1 

7  of 

192 

&CI 
*+u 

Zo 

Banking 

Martin  Marietta/  1 

Thomas  G  Pownall/64 

936 

936 

10  of 

14 

23 

4 

Marketing 

Maryland  National/  5 

Alan  P  Hoblitzell  Jr/55 

439 

4 

443 

110  of 

192 

29 

3 

Banking 

Masco/ 1 1 

Richard  A  Manoogian/49 

842 

30 

872 

3  of 

16 

28 

18 

Administration 

Mattel/22 

Arthur  S  Spear/65 

788 

74 

ooi 

7  of 

13 

2-1 

1 1 

Operations 

/May  Uept  stores/28 

uaviu  l.  rarreii/Do 

87^ 

1  z 

1  UU 

1  0d736 

13  of 

41 

30 

7 

Retailing 

Maytag/ 12 

Daniel  J  Krumm/59 

470 

329 

798 

7  of 

15 

33 

12 

Marketing 

MCA/22 

Lew  R  Wasserman/73 

509 

30 

539 

11  of 

13 

49 

39 

Sales 

McDonald's/ 17 

Fred  L  Turner/53 

550 

30 

480 

1,059 

4  of 

26 

30 

12 

Retailing 

McDonnell  Douglas/  1 

Sanford  N  McDonnell/63 

1,050 

958 

2,008 

6  of 

14 

37 

14 

Technical 

McGraw-Hill/  9 

Joseph  L  Dionne/53 

425 

141 

566 

17  of 

21 

20 

3 

Operations 

MCI  Communications/31 

William  G  McGowan/58 

645 

645 

10  of 

16 

17 

17 

Founder 

McKesson/ 19 

Neil  E  Harlan/65 

811 

20 

47 

878 

15  of 

30 

12 

2 

Finance 

MCorp/  5 

Gene  H  Bishop/56 

476 

45 

521 

86  of 

192 

11 

11 

Banking 

Mead/27 

Burnell  R  Roberts/59 

626 

8 

745 

1,379 

3  of 

14 

19 

4 

Finance 

Mellon  Bank/  5 

J  David  Barnes/57 

740 

77 

817 

39  of 

192 

30 

5 

Banking 

;or  explanation  of  industry  group  rankings,  see  page  151  "Succeeded  by  Lawrence  O  Kitchen,  1/1/86.  "Succeeded  by  Frank  J  Tasco,  1/16/86. 
s  are  for  year  ended  1/31/85. 
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Who  Gets  The  Most  Pay 


Rank 


Company /industry 


salary  and 

Chief  executive/age      bonus  other 


Compensation  ($000) 


stock 
gains 


total 


Rank  in 
industry 


Tenure  (years) 
with  as 
firm  CEO 


221 


Mefvil!e/28 


Francis  C  Rooney  Jr/64 


746 


182 


928       18  of  41 


33 


22 


370 


MeraBank/  5 


Gene  E  Rice/56 


640 


26 


666 


58  of  192  32 


448 


Mercantile  Bancorp/  5 


Donald  E  Lasater/60 


490 


18 


58 


566 


78  of  192  27 


15 


213 


Mercantile  Bkshs/  5 


H  Furlong  Baldwin/54 


385 


15 


540 


940      28  of  192 


29 


10 


317 


Mercantile  Stores/28 


Leon  F  Winbigler/60 


729 


30 


759      21  of  41 


37 


567 


Merchants  National/  5 


Otto  N  Frenzel  UI/55 


385 


44 


428     116  of  192  31 


13 


363 


Merck/ 19 


P  Roy  Vagelos/56 


679 


681 


23  of  30  11 


541 


Meridian  Bancorp/  5    Samuel  A  McCulIough/47 


432 


20 


452     107  of  192 


10 


86 


Merrill  Lynch  /16        William  A  Schreyer/58  1,601 


1,601 


8  of  15 


38 


Mesa  Petroleum/25 


T  Boone  Pickens  Jr/58      4,203  5,674 


9,877 


1  of  36  29 


29 


519 


Michigan  National/  5 


Robert  J  Mylod/46 


413 


70 


484      98  of  192 


770 


Middle  South  Utils/15 


Edwin  A  Lupberger/50 


191 


196 


65  of  75 


217 


Midlantic  Banks/  5 


Robert  Van  Buren/61 


723 


217 


939      30  of  192 


15 


271 


Minn  Mining  &  Mfg/13 


37Lewis  W  Lehr/65 


829 


829      21  of  30 


39 


715 


Minnesota  Power/ 15 


Jack  F  Rowe/59 


221 


59 


280 


46  of  75 


35 


Winners  and  losers 

Median  compensation  for  chief  executives  in  financial 
services  jumped  91%  in  1985  and  fell  30%  for  those  in 
the  electrical  equipment  industry. 


31 

Mobil/25 

38Rawleigh  Warner  Jr/65 

1,541 

323 

342 

2,206 

3  of  36 

32 

16 

Fin 

698 

Monarch  Capital/21 

Gordon  N  Oakes  Jr/45 

304 

304 

33  of  38 

3 

3 

Ban 

755 

Monfort  of  Colorado/ 18 

Kenneth  W  Monfort/57 

220 

220 

24  of  24 

36 

6 

Fou 

344 

Monsanto/  7 

Richard  }  Mahoney/52 

500 

149 

57 

706 

9  of  17 

23 

2 

Mark 

780 

Montana  Power/ 15 

W  Paul  Schmechel/59 

167 

8 

174 

70  of  75 

32 

3 

Opera 

697 

Moore  Financial/  5 

Fred  C  Humphreys/62 

301 

4 

306 

160  of  192 

35 

2 

Ban 

111 

IP  Morgan/  5 

Lewis  T  Preston/59 

1,163 

84 

95 

1,342 

14  of  192 

34 

6 

Ban 

492 

Morrison-Knudsen/ 1 1 

William  I  Deasy/48 

509 

509 

11  of  16 

22 

1 

Technc 

16 

Morton  Thiokol/  7 

Charles  S  Locke/57 

884 

14 

2,094 

2,991 

1  of  17 

10 

6 

Fin 

452 

Motorola/31 

Robert  W  Galvin/63 

540 

25 

564 

13  of  16 

46 

26 

Administr 

582 

Murphy  Oil/25 

Robert  J  Sweeney/58 

383 

18 

12 

413 

31  of  36 

34 

2 

Opera 

458 

Nalco  Chemical/  7 

Worley  H  Clark  Jr/54 

362 

156 

36 

554 

13  of  17 

26 

3 

727 

Nash  Finch/ 17 

Harold  B  Finch  Jr/58 

220 

44 

3 

267 

24  of  26 

20 

4 

Tech. 

700 

National  Bcshs  Texas/  5 

Richard  W  Calvert/54 

294 

8 

302 

162  of  192 

22 

15 

Ban 

100 

National  City  /  5 

39Julien  L  McCall/65 

675 

10 

736 

1,421 

10  of  192 

14 

5 

Ban 

44 

National  Distillers/  7 

♦"Drummond  C  Bell/70 

748 

1,286 

2,034 

2  of  17 

29 

15 

Fin 

392 

National  Intergroup/23 

Howard  M  Love/56 

550 

83 

633 

5  of  15 

30 

6 

Opera 

19 

National  Medical/ 19 

Richard  K  Eamer/58 

985 

1,914 

2,899 

•    1  of  30 

17 

17 

Fou 

89 

Natl  Semiconductor/ 10 

Charles  E  Sporck/58 

362 

3 

1,177 

1,542 

4  of  32 

19 

19 

Produi 

521 

National  Service/ 14 

Erwin  Zaban/64 

477 

477 

4  of  5 

49 

13 

Administr. 

246 

Navistar  IntV  4 

Donald  D  Lennox/67 

475 

403 

878 

10  of  18 

6 

3 

Opera 

251 

NBD  Bancorp/  5 

Charles  T  Fisher  UI/56 

745 

124 

868 

32  of  192 

27 

3 

Bar 

379 

NCNB/  5 

HughLMcCcll  Jr/51 

600 

51 

651 

61  of  192 

26 

2 

Bar 

226 

NCR/10 

Charles  E  Exley  Jr/56 

905 

9 

915 

15  of  32 

9 

3 

Fir 

664 

New  England  Electric/15 

Samuel  Huntington/47 

247 

90 

337 

30  of  75 

9 

1 

Administr 

NOTE:  For  explanation  of  industry  group  rankings,  see  page  151.    37Succeeded  bv  Allen  Jacobson,  3/1/86. 
Killpack,  4/28/86.    '"'Succeeded  by  John  Hoyt  Stookey,  4/24/86. 

^Succeeded  by  Allen  E  Murray,  2/1/86. 

"Succeeded  byj  H 
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FORRFS  nrNTE  2. 


Compensation  ($000)  Tenure  (years) 


Company/industry 

Chief  executive/age 

salary  and 
bonus 

other 

stock 
gains 

total 

Rank  in 
industry 

with 

as 
CEO 

Business 

n  O  C  If  o  Tf\  iirtn 
Ud«,  r*.l^IUUIlU 

NY  State  E&G/15 

Wells  P  Allen  Jr/65 

226 

997 

57  of 

75 

1 7 

Of 

3 

I  echmcal 

New  York  Times/  9 

Arthur  Ochs  Sulzberger/60 

710 

240 

943 

1  1  03 

8  of 

21 

39 
OZ 

Journalism 

Newmont  Mining/23 

Gordon  R  Parker/50 

360 

3Afl 
jOU 

14  of 

15 

9  7 

ZY 

i 
1 

Operations 

Niagara  Mohawk  Power/ 15 

John  G  Haehl  Jr/63 

320 

2 

322 

35  of 

75 

9  4 

Z*T 

1  3 

Finance 

Nicor/24 

41Clarence  J  Gauthier/64 

277 

169 

445 

17  of 

23 

40 

15 

TV*/*  rin  i    o  1 
1  LL  1  II 11L  J  I 

NL  Industries/25 

Theodore  C  Rogers/52 

595 

94 

01 V 

23  of 

36 

O 

4 

Operations 

Nordstrom/28 

42Bruce  A  Nnrdstrnm/53 

300 

Aft 

301 

J7  1 

35  of 

41 

15 

Retailing 

Norfolk  Southern/30 

Robert  B  Claytor/64 

812 

19 

J7 

son 

9  of 

14 

3/1 

Legal 

Norstar  Bancorp/  5 

Peter  D  Kiernan/62 

529 

116 

644 

63  of 

192 

12 

12 

Insurance 

North  Amer  Philips/ 12 

Cees  Bruynes/53 

810 

54 

864 

5  of 

15 

11 

4 

^^arketing 

Northeast  Bancorp/  5 

Thomas  F  Richardson/64 

326 

13 

19 

OZ 

301 

J7l 

124  of 

192 

30 

jy 

1  9 

iz 

Banking 

Northeast  Savings/  5 

Kent  Dixon/48 

254 

91A 

175  of 

192 

9  1 
zo 

O 

Banking 

Northeast  Utilities/ 15 

William  B  Ellis/45 

320 

39fl 

37  of 

75 

i  n 

1U 

o 
o 

Technical 

No  Indiana  Pub  Svc/15 

Edmund  A  Schroer/58 

284 

38 

322 

36  of 

75 

9 

9 

Legal 

No  States  Power/ 15 

Donald  W  McCarthy/64 

413 

6 

418 

18  of 

75 

38 

9 

Operations 

Northern  Trust/  5 Weston  R  Christopherson/6 1 

639 

425 

19  of 

192 

i 
i 

i 

X 

Legal 

Northrop/  1 

Thomas  V  Jones/65 

1  200 

55 

1  9H 

8  of 

14 

39 
OZ 

9  A 
ZO 

Technical 

Northwestern  Natl  Life/21 

John  E  Pearson/59 

OOi 

31 

jOO 

31  of 

38 

33 

o 

Sales 

Norwest/  5 

Lloyd  P  Johnson/56 

478 

154 

633 

66  of 

192 

J 

1 

Banking 

Nucor/23 

F  Kenneth  Iverson/60 

431 

187 

618 

7  of 

15 

23 

20 

Technical 

NWA/  2 

Steven  G  Rothmeier/39 

3^n 

7fl 

A9fl 

10  of 

14 

1  3 

i 

Finance 

Nynex/3 1 

Delbert  C  Staley/61 

/  OU 

C7 

O  1 

1  O 

Q  C  / 
o90 

6  of 

16 

Afl 
4U 

Z 

Operations 

Occidental  Petroleum/25 

Armand  Hammer/88 

i ,  1 Z  / 

3fi 

1  1  £7 

1,13/ 

11  of 

36 

9Q 
ZO 

9fl 
ZO 

Finance 

Ohio  Edison/ 15 

Justin  T  Rogers  Jr/56 

333 

333 

33  of 

75 

27 

Legal 

Oklahoma  G&E/15 

James  G  Harlow  Jr/52 

302 

302 

39  of 

75 

25 

10 

Finance 

Old  Kent  Financial/  5 

John  C  Canepa/55 

365 

365 

137  of 

192 

10 

a 

Banking 

Old  Republic  Intl/21 

William  R  Stover/63 

9  A  A 
zoo 

9A£ 
zoo 

35  of 

38 

Al 

1U 

Insurance 

Old  Stone  /  5 

Theodore  W  Barnes/55 

401 

122  of 

192 

3ft 

lU 

Banking 

Olin/13 

John  M  Henske/63 

610 

25 

373 

1,009 

14  of 

30 

16 

g 

Operations 

Owens-Corning/ 1 1  William  W  Boeschenstein/60 

615 

23 

27 

665 

6  of 

16 

35 

13 

Marketing 

Owens-Illinois/26 

Robert  J  Lanigan/58 

fti  i 

oil 

172 

106 

1  089 

2  of 

6 

31 

T 
z 

Operations 

Paccar/  4 

Charles  M  Pigott/57 

719 

719 

11  of 

18 

30 

18 

A  H nrt  ini  cfro t-mn 
rtUllIllIlMIdlH'Il 

Pacific  First  Finl/  5 

James  K  Anderson/50 

237 

12 

248 

178  of 

192 

4 

2 

RinlrmfJ 
D  cl  1 1  K  1 1 1^ 

Pacific  G&E/15 

"Frederick  W  Mielke  Jr/65 

650 

16 

667 

2  of 

75 

35 

7 

Legal 

Pacific  Lighting/24 

Paul  A  Miller/61 

675 

267 

942 

5  of 

23 

37 

17 

Finance 

Pacific  Resources/25 

Robert  G  Reed  HI/58 

390+ 

329 

34  of 

36 

1 

i 

A  Hm iTHdTori r\rt 

Pacific  Telesis/31 

Donald  E  Guinn/53 

JO  I 

115 

702 

9  of 

16 

32 

2 

fif»f»T,,i  t"i  r\r\  c 
WpcltillUlia 

PacifiCorp/15 

Don  C  Frisbee/62 

522 

522 

6  of 

75 

32 

14 

Paine  Webber  Group/ 16 

Donald  B  Marron/5 1 

1,206 

5 

722 

1,934 

4  of 

15 

27 

6 

Investment 

Pan  Am  /  2 

C  Edward  Acker/57 

500 

11 

511 

8  of 

14 

4 

4 

Administration 

Panhandle  Eastern/24 

Robert  D  Hun  sucker '61 

485 

38 

523 

15  of 

23 

34 

3 

Finance 

Parker-Hannifin/20 

Paul  G  Schloemer/57 

510 

6 

515 

8  of 

11 

28 

2 

Operations 

Payless  Cashways/28 

David  Stanley/50 

332 

332 

37  of 

41 

6 

4 

Legal 

Penn  Central/ 13 

Alfred  W  Martinelli/58 

750 

30 

780 

23  of 

30 

26 

4 

Finance 

Pennbancorp/  5 

William  F  Roemer/52 

240 

20 

143 

403 

121  of 

192 

7 

1 

Banking 

For  explanation  of  industry  group  rankings,  see  page  151  tSalary  since  joining  company,  5/1/85.  ^'Succeeded  by  Richard  G  Cline,  1/1/86  42Office  jointly  held 
mes  F  &  John  N  Nordstrom.    43Succeeded  by  Richard  A  Clark,  5/1/86. 
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After  FiveYear  s 
OfVeryHardWorl 

In  1981,things  at  Fannie  Mae  weren't  exactly 
in  the  pink.  As  a  matter  of  fact,  our  results  that  year 
were  $190  million  in  the  red. 

Federally  chartered'to  make  homeownershir. 
affordable  for  more  Americans,  we'd  been  buying 
mortgages  from  lenders  for  over  40  years  so  they'd 
have  more  money  to  lend  to  home  buyers. 

But  since  we  had  to  borrow  the  money  we 
used  to  buy  the  mortgages,  our  performance  was  toe 
often  held  hostage  to  changes  in  interest  rates. 

And  in  1981,  interest  rates  went  haywire. 

Suddenly,  money  was  costing  as  much  as  18% 
while  our  portfolio  of  long-term,  fixed-rate  mortgage; 
continued  to  yield  just  over  9%. 

In  effect,  one  of  the  largest  corporations  in 
America  (one  that  answers  both  to  shareholders  an( 
a  federal  mandate)  was  being  buffeted  by  the  vagaries 
of  the  prime  rate. 

Tin1  choice  for  management  was  clear. 

Kit  her  turn  the  company  around.  Or  turn  to  tlu 
lederal  government  for  a  bailout. 

Fannie  Mae  had  a  plan.  Considering  the  task 
ahead,  a  lot  of  experts  had  their  doubts. 


We've  Changed 
Corporate  Colors. 

So  much  for  the  experts.  Today,  we're  squarely 
1  course  toward  financial  stability 

We've  made  a  good  start  overhauling  our 
)rtfolio,  adding  shorter  term  assets  to  better  match 
e  maturity  of  our  debt. 

We're  revamping  that  debt  as  welLThe  average 
aturity  today  is  the  longest  it's  been  in  seven  years, 
lat's  helping  to  assure  that  Fannie  Mae's  future  won't 
pend  on  future  interest  rates. 

We've  also  made  mortgage-backed  securities 
1  important  part  of  our  business.  Since  1981,  we've 
>ued  more  than  $75  billion.  And  as  the  volume  of 
;curities  outstanding  grows,  so  will  the  annuity-like 
ream  of  income  they  produce. 

And  the  bottom  line?  By  the  end  of 1985,  we'd 
rned  a  $190-million  loss  into  a  $37-million  profit, 
id  with  earnings  of  $35  million,  our  first  quarter  of 
86  was  the  strongest  in  seven  years. 

Most  importantjast  year  we  helped  a  record 
)0,000  families  buy  homes.Which  says.even  though 
innie  Mae  has  changed  corporate  colors,we  haven't 


langed  our  commitment  to 
nerica's  home  buyers. 


FannieMae 


Who  Gets  The  Most  Pay 


Compensation  ($000) 

Tenure  (years) 

salary  and 

stock 

Rank 

in 

with 

as 

Busi 

Rank 

Company/industry 

Chief  executive/age 

bonus 

other 

gains 

total 

industry 

firm 

CEO 

backgrc 

336 

JC  Penney/28 

William  R  Howell/50 

587 

138 

_ 

725 

23  of 

41 

28 

2 

Reta. 

726 

Pennsylvania  P&L/15 

Robert  K  Campbell/56 

269 

— 

269 

49  of 

75 

9 

7 

Techi 

306 

Pennzoil/25 

J  Hugh  Liedtke/64 

666 

114 

780 

17  of 

36 

30 

23 

1 

642 

Peoples  Bancorp/  5 

Joshua  Green  111/50 

355 

— 



355 

139  of 

192 

25 

9 

Ban 

436 

Peoples  Energy/24 

Eugene  A  Tracy/58 

244 

7 

326 

577 

12  of 

23 

34 

4 

Fin, 

60 

PepsiCo/  6 

"Donald  M  Kendall/65 

1,168 

— 

680 

1,848 

4  of 

9 

39 

23 

Marks 

444 

Perkin-Elmer/10 

Horace  G  McDonell  Jr/57 

507 

1 

61 

569 

23  of 

32 

34 

1 

Techi 

712 

Perpetual  American/  5 

Thomas  J  Owen/5 1 

281 

2 

283 

166  of 

192 

11 

9 

Ban 

787 

Petrie  Stores/28 

Milton  J  Petrie/83 

150 

— 

'  

150 

40  of 

41 

59 

59 

Fou 

30 

Pfizer/ 19 

Edmund  T  Pratt  Jr/59 

1,060 

— 

1,200 

2,260 

3  of 

30 

21 

13 

Fin 

360 

PHH  Group/29 

Jerome  W  Geckle/57 

503 

18 

163 

683 

5  of 

7 

30 

5 

Administra 

13 

Ph  ibro-Sa  lomon  1 6 

John  H  Gutfreund/57 

3,066 

42 

3,108 

1  of 

15 

33 

2 

Investr 

667 

Philadelphia  Electric/15 

James  L  Everett/59 

336 

— 

336 

31  of 

75 

36 

8 

Tech] 

159 

Philip  Morris  Cos/  6 

Hamish  Maxwell/59 

1,061 

1 



1,062 

6  of 

9 

32 

1 

Mark< 

314 

Phillips  Petroleum/25 

C  J  Silas/54 

660 

103 



763 

19  of 

36 

32 

1 

Operat 

464 

Piedmont  Aviation/  2 

William  R  Howard/64 

542 

— 

542 

7  of 

14 

8 

3 

I 

274 

Pillsbury/18 

John  M  Stafford/49 

491 

— 

332 

824 

11  of 

24 

11 

1 

Administra 

725 

Pioneer  Hi-Bred  Intl/18 

Thomas  N  Urban/52 

270 

— 

270 

22  of 

24 

25 

5 

Administra 

144 

Pitney  Bowes/ 10 

George  B  Harvey/55 

638 

528 



1,166 

8  of 

32 

29 

3 

Fin 

504 

Pittston/  8 

Paul  W  Douglas/59 

500 

— 



500 

1  of 

1 

2 

2 

i 

437 

PNC  Financial/  5 

Thomas  H  O'Brien/49 

472 

36 

68 

576 

74  of 

192 

23 

1 

Ban 

618 

Polaroid/22 

"'William  J  McCune  Jr/71 

375 

— 

375 

13  of 

13 

46 

6 

Techi 

722 

Portland  General/ 15 

Robert  H  Short/61 

259 

16 

276 

48  of 

75 

31 

5 

Fin 

479 

Potomac  Electric/ 15 

W  Reid  Thompson/61 

460 

60 

520 

7  of 

75 

15 

15 

I 

228 

PPG  Industries/  4 

Vincent  A  Sarni/57 

586 

262 

61 

910 

9  of 

18 

17 

1 

Markf 

708 

Premier  Industrial/ 10 

Morton  L  Mandel/65 

285 

— 

285 

31  of 

32 

46 

46 

Fou 

758 

Price  Co/28 

Robert  E  Price/43 

218 

— 

218 

39  of 

41 

10 

10 

Fou 

309 

Primark/24 

Robert  W  Stewart/61 

372 

27 

373 

772 

8  of 

23 

15 

5 

Markf 

197 

Prime  Computer/ 10 

Joe  M  Henson/52 

672 

— 

298 

970 

13  of 

32 

4 

4 

Mark* 

143 

Procter  &  Gamble/ 12 

John  G  Smale/58 

932 

160 

77 

1,169 

1  of 

15 

33 

5 

Administra 

549 

Provident  Life  &  Acc/21 

H  Carey  Hanlin/61 

446 

— 

446 

26  of 

38 

37 

7 

Insur 

294 

PSFS/  5 

Frederick  S  Hammer/50 

751 

39 

790 

43  of 

192 

1 

1 

Ban 

736 

Public  Service  Colo/ 15 

Richard  F  Walker/62 

252 

1 

252 

52  of 

75 

36 

7 

Tech 

777 

Public  Service  Ind/15 

Hugh  A  Barker/60 

185 

2 

186 

69  of 

75 

27 

9 

Fin 

774 

Public  Service  NH/15 

Robert  J  Harrison/55 

193 

— 

193 

67  of 

75 

29 

3 

Fin 

528 

Public  Service  NM/15 

Jerry  D  Geist/52 

467 

— 

467 

11  of 

75 

26 

10 

Techi 

589 

Public  Service  E&G/15 

Harold  W  Sonn/65 

398 

8 

406 

20  of 

75 

39 

2 

Administra 

705 

Puget  Sound  P&.L/15 

John  W  Ellis/57 

284 

6 

290 

.42  of 

75 

16 

10 

I 

199 

Quaker  Oats/ 18 

William  D  Smithburg/47 

748 

9 

206 

963 

8  of 

24 

20 

4 

Marks 

733 

Questar/24 

R  D  Cash/44 

244 

9 

2 

255 

21  of 

23 

9 

4 

Techi 

469 

Rainier  Bancorp/  5 

G  Robert  Truex  Jr/62 

533 

533 

83  of 

192 

12 

12 

Ban 

407 

Ralston  Purina/ 18 

William  P  Stiritz/51 

600 

11 

611 

14  of 

24 

22 

4 

Marke 

692 

Raychem/14 

Paul  M  Cook/62 

304 

4 

308 

5  of 

5 

29 

29 

Fou 

206 

Raytheon/13 

Thomas  L  Phillips/62 

943 

11 

954 

16  of 

30 

38 

17 

Techi 

200 

RCA/13 

Robert  R  Frederick/60 

941 

18 

960 

15  of 

30 

3 

1 

Operat 

NOTE:  For  explanation  of  industry  group  rankings,  see  page  151.    ^Succeeded  by  D  Wayne  Calloway.  5/"786.    ^Succeeded  by  I  MacAllister  Booth,  1/1/86. 
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Ve  re  building  the  highest 
luatity  American  cars 
md  trucks. 


ised  on  an  average  of  owner-reported  problems  in  a  prior  six  (6)  months 
a  1985  survey  of  '8V84  models  designed  and  built  in  the  U.S. 


line,  Alex  and  Bill  are  among  thousands  of  Ford  employees  committed  to  producing  quality  products. 


That's  what  happens  when 
you  make  duality  Job  1. 


Ford  •  Lincoln  •  Mercury  •  Merkur  •  Ford  Trucks  •  Ford  Tractors 


Who  Gets  The  Most  Pay 


Compensation  ($000)   Tenure  (years) 


salary  and 

stock 

Rank  in 

with 

as 

Busin 

Rank 

Company/industry 

Chief  executive/age 

bonus 

other 

gains 

total 

industry 

firm 

CEO 

backgroi) 

558 

Republic  Airlines/  2 

Stephen  M  Wolf/44 

244 

78 

119 

441 

9  of 

14 

2 

1 

Administrati 

426 

Republic  New  York/  5 

Walter  H  Weiner/55 

587 

— 

— 

587 

71  of 

192 

6 

6 

Lfl 

412 

RepublicBank/  5 

Gerald  W  Fronterhouse/50 

561 

41 

— 

602 

68  of 

192 

23 

1 

Bank 

459 

Revco  DS/28 

Sidney  Dworkin/65 

522 

30 

552 

27  of 

41 

30 

19 

Foum 

0 

Revlon  Group/28 

Ronald  O  Perelman/42 

— 

— 

— 

41  of 

41 

1 

1 

Administrati 

500 

Reynolds  Metals/23 

David  P  Reynolds/71 

489 

13 

— 

502 

10  of 

15 

49 

10 

Market 

504 

Riggs  National/  5 

Joe  L  All brit ton/61 

500 

— 

— 

500 

93  of 

192 

5 

4 

Final 

495 

Rite  Aid/28 

Alex  Grass/58 

506 

— 

— 

506 

28  of 

41 

33 

23 

Foum 

97 

46R|R  Nabisco/  6 

J  Tylee  Wilson/55 

1,349 

37 

62 

1,447 

5  of 

9 

12 

2 

Administrati 

493 

Roadway  Services/30 

Charles  F  Zodrow/63 

486 

22 

— 

508 

13  of 

14 

27 

4 

Final 

684 

AH  Robins/ 19 

E  Claiborne  Robins  Jr/42 

317 

— 

— 

317 

29  of 

30 

17 

8 

Administrati 

743 

Rochester  G&E/15 

Paul  W  Briggs/63 

228 

19 

— 

247 

55  of 

75 

40 

5 

Final 

8 

Rockwell  Intl.  1 

Robert  Anderson/65 

1,326 

1,427 

914 

3,666 

1  of 

14 

18 

12 

Techni 

346 

Rohm  &  Haas/  7 

Vincent  L  Gregory  Jr/63 

689 

13 

— 

702 

10  of 

17 

36 

15 

Final 

284 

Rubbermaid/ 12 

Stanley  C  Gault/60 

799 

9 

— 

808 

6  of 

15 

6 

6 

Market 

66 

Ryder  System/30 

M  Anthony  Burns/43 

846 

— 

955 

1,802 

3  of 

14 

12 

3 

Final 

289 

Safeco/21 

47Roland  M  Trafton/66 

381 

43 

377 

800 

13  of 

38 

33 

7 

Finat 

83 

Safeway  Stores/ 17 

Peter  A  Magowan/44 

844 

23 

757 

1,624 

2  of 

26 

18 

6 

Administrati 

381 

Saga  111 

Charles  A  Lynch/58 

606 

40 

— 

646 

15  of 

26 

7 

7 

Market! 

298 

St  Paul  Cos/21 

Robert  J  Haugh/60 

676 

— 

110 

786 

14  of 

38 

37 

2 

Insurar 

606 

San  Diego  G&E/15 

Thomas  A  Page/53 

369 

19 

— 

388 

22  of 

75 

8 

4 

Techni 

337 

Santa  Fe  Southern/30 

John  J  Schmidt/58 

716 

4 

— 

720 

10  of 

14 

30 

3 

Le 

88 

Sara  Lee/ 18 

John  H  Bryan  Jr/49 

1,067 

501 

1,568 

3  of 

24 

26 

11 

Administrati 

773 

Scana/15 

John  A  Warren/6 1 

183 

10 

194 

66  of 

75 

4 

1 

Operatic 

204 

Schering-Plough/ 1 9 

Robert  P  Luciano/52 

730 

35 

1 90 

955 

13  of 

30 

7 

4 

Le 

368 

Scott  Paper/ 12 

Philip  E  Lippincott/50 

667 

— 

— 

667 

11  of 

15 

27 

4 

Operatic 

126 

Sea-Land/30 

Joseph  F  Abely  Jr/57 

476 

775 

— 

1,251 

6  of 

14 

9 

2 

Final 

71 

Sears,  Roebuck/28 

48Edward  R  Telling/67 

1,410 

93 

233 

1,736 

5  of 

41 

40 

8 

Retail 

70 

Security  Pacific/  5 

Richard  J  Flamson  111/57 

923 

33 

789 

1,745 

5  of 

192 

31 

7 

Bank 

424 

Service  Merchandise/28 

Raymond  Zimmerman/53 

560 

29 

— 

589 

25  of 

41 

25 

13 

Foum 

654 

Shared  Medical  Sys/19 

R  James  Macaleer/52 

333 

13 

— 

346 

28  of 

30 

17 

17 

Foun 

390 

Shawmut  /  5 

John  P  La  Ware/5  8 

640 

— 

— 

640 

65  of 

192 

7 

5 

Bank 

29 

Sherwin-Williams/28 

John  G  Breen/5 1 

798 

26 

1,442 

2,266 

2  of 

41 

7 

7 

Operatic 

767 

Shoney's/17 

49R  L  Danner/61 

200 

— 

— 

200 

26  of 

26 

28 

10 

Operatic 

14 

Singer/  1 

Joseph  B  Flavin/57 

685 

1,685 

627 

2,997 

3  of 

14 

10 

10 

Final 

150 

SmithKline  Beckman/19 

Henry  Wendt/52 

983 

37 

98 

1,117 

10  of 

30 

31 

4 

Markeo 

572 

Snap-on  Tools/  4 

William  B  Rayburn/61 

424 

— 

— 

424 

1  7  of 

18 

32 

2 

Market! 

174 

Society  /  5 

Gordon  E  Heffern/62 

496 

23 

518 

1,036 

21  of 

192 

12 

3 

Administrat 

607 

Society  for  Savings/  5 

Elliot  C  Miller/52 

214 

174 



387 

125  of 

192 

14 

7 

Le 

373 

Sonat/24 

Ronald  LKuehn  Jr/51 

557 

103 

659 

11  of 

23 

6 

2 

Le 

644 

South  Carolina  Natl/  5 

James  G  Lindley/55 

339 

15 

354 

141  of 

192 

7 

5; 

Bank) 

573 

Southeast  Banking/  5 

Charles  J  Zwick/59 

415 

9 

424 

117  of 

192 

17 

6 

Final 

455 

Southern  Calif  Edison/ 15 

Howard  P  Allen/60 

558 

558 

5  of 

75 

32 

1 

Le 

411 

Southern  Company/ 15 

Edward  L  Addison/56 

606 

606 

4  of 

75 

32 

2 

Techni 

641 

So  New  England  Tel/31 

Walter  H  Monteith  Jr/55 

346 

9 

355 

16  of 

16 

31 

2 

Sa 

NOTE:  For  expi  mation  of  industry  group  rankings,  see  page  151    ^Formerly  RJ  Reynolds  Inds.    """Succeeded  bv  Bruce  Maines,  1/1/86.    ""Succeeded  bv  Edward  A  Brenn 

1/1/86.   "'Succeeded  byj  Mitchell  Boyd,  3/18/86. 
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Today's  OKLAHOMA 


MART 

College-bound  Oklahoma  students  ranked  well  above  the  national  average  this 
year  in  the  Scholastic  Aptitude  Test  —  497  compared  to  431  nationally  in  the 
verbal  section,  and  531  to  475  in  math. 

Oklahoma  students  taking  full  quota  hours  of  English,  math,  science  and 
social  studies  got  an  average  score  of  20.9  in  the  American  College  Testing 
program  —  2.3  points  above  the  national  average. 

Oklahoma  mandates  internships  for  new  teachers  and  continuing  education 
for  experienced  teachers,  plus  stronger  teacher  education,  certification  and 
classroom  performance  requirements. 

To  make  sure  young  students  get  needed  individual  attention,  class  size  reduc- 
tions from  25  to  20  are  mandated  over  the  next  five  years  in  grades  1,  2  and  3. 
Student  achievement  in  grades  3,  7  and  10  must  be  tested  every  year,  to 
determine  effectiveness  of  education  program. 


Oklahoma 


ft^f  The  Profitable  Place  To  Be 

WRITE  TO:  Director,  Industrial  Division, 

Okla.  Dept.  of  Economic  Development,  Suite 
303,  P.O.  Box  53424,  State  Capitol  Station, 
*  Okla.  City,  OK  731 52  (Phone  405-521  -2401 ). 


The  personal  computer  that 

continues  to  raise 
high  performance  to  new  heights. 


If  you  work  with  high  volumes  of 
information,  you  need  answers  fast. 

Which  is  why  IBM  created  the  Personal 
Computer  AT.®  The  PC  designed  to  push 
high  performance  even  higher. 

The  power  of 
Advanced  Technology. 

Turn  on  the  power,  and  you'll  notice  the 
advances  right  away. 

To  begin  with,  the  Personal  Computer  AT 
can  compute  with  astonishing  speed.  That's 
something  you'll  appreciate  every  time  you 
recalculate  a  spreadsheet.  Or  search 
through  a  data  base. 

It  can  store  mountains  of  information— 
up  to  15,000  pages'  worth — with  a  30- 
megabyte  "hard  file"  (fixed  disk).  And 
when  business  gets  bigger,  you  can  double 
your  capacity  to  60MB  with  a  second  hard 
file. 

Advanced  Technology 
advances  again. 

Fast  as  it  is,  new  models  of  the  Personal 
Computer  AT  run  up  to  33%  faster. 

Plus,  you  can  now  select  an  enhanced 
keyboard.  It  has  separate  cursor  keys,  a 
separate  numeric  keypad  (for  easier  data 
entry)  and  twelve  function  keys.  It  also  has  a 
main  typing  section  patterned  after  the  classic 
IBM  Selectric®  keyboard,  which  makes  word 
processing  easier  than  ever. 

In  addition,  you  can  also  choose  a  new 
option  that  lets  you  use  3.5-inch  diskettes 
with  your  Personal  Computer  AT. 


Family  ties. 

The  Personal  Computer  AT  is  compatible 
with  the  IBM  PC  and  PC/XT.  So  it  can  run 
many  ol  the  thousands  of  programs  written 
for  the  IBM  PC  family. 

And  with  new  IBM  products,  the  Personal 
Computer  AT  can  more  easily  communicate 
with  other  PCs. 

IBM's  networking  options,  for  example, 
let  you  share  files  from  a  variety  of  popular 
programs. 

While  the  IBM  PC  3270  Emulation  pro- 
grams let  you  retrieve  information  from  a 
mainframe. 

You  can  also  use  the  Personal  Computer 
AT  to  run  IBM  PC  XENIX®  -an  enhanced 
multi-user,  multi-tasking  operating  system. 

A  powerful  value. 

Only  the  Personal  computer  AT  offers 
these  capabilities  and  IBM's  commitment  to 
quality,  service  and  support.  A  combination 
that  can't  be  cloned. 

Better  still,  you'll  find  that  the  new 
models  offer  higher  performance  without  a 
higher  price.  And  if  you  qualify,  you  can 
conveniendy  charge  your  Personal  Computer 
AT  on  IBM's  Credit  Card.  Or  lease  one  with 
the  IBM  Commercial  Lease  Agreement. 

See  the  Personal  Computer  AT  at  an 
Authorized  IBM  PC  Dealer.  Or  call  your 
IBM  marketing  representative. 

For  the  name  of  a  store  near  vou,  call 
1-800-447-4700.  In  Alaska,  call  1-800- 
447-0890. 


The  IBM  Personal  Computer  AT, 
for  Advanced  Technology. 

IBM,  PC/XT  and  Persora!  Computer  AT  are  trademarks  of  International  Business  Machines  Corporation. 
XENIX"  is  a  registered  trademark  of  Microsoft  Corporation.  Based  on  System  V 


Who  Gets  The  Most  Pay 


Compensation  ($000) 

Tenure  (years) 

Rank 

Company/industry 

salary  and 
Chief  executive/age  bonus 

other 

stock 
gains 

total 

Rank  in 
industry 

with 
firm 

as 
CEO 

Busii 
backgra 

164 

Southland.' 17 

'"John  P  Thompson/60 

954 

102 

1,057 

5  of 

26 

37 

25 

Firu 

468 

Southmaik/16 

Gene  E  Phillips  4S 

533 

533 

12  of 

15 

6 

6 

In  vesta 

494 

SouthTrust/  5 

Wallace  D  Malone  Jr/49 

443 

63 

506 

89  of  192 

27 

5 

Ban] 

591 

Southwest  Airlines/  2 

Herbert  D  Kelleher/55 

405 

405 

11  of 

14 

19 

4 

L 

196 

Southwestern  Bell/31 

Zane  E  Barnes/64 

950 

21 

971 

3  of 

16 

44 

11 

Operatj 

762 

Southwestern  Pub  Svc/15 

Bert  Ballengee/61 

206 

4 

210 

61  of 

75 

37 

1 

Find 

352 

Sovran  Financial/  5 

Clifford  A  Cutchins  111/62 

474 

94 

126 

694 

54  of  192 

38 

6 

Ban! 

302 

Sperry/10 

Gerald  G  Probst/62 

698 

24 

59 

781 

18  of 

32 

25 

4 

Tech< 

440 

Square  D/14 

Donald  L  Knauss/58 

572 

572 

3  of 

5 

17 

2 

Techa 

21 

Squibb/ 19 

Richard  M  Furlaud/63 

1,050 

520 

1,210 

2,780 

2  of 

30 

30 

20 

L 

191 

Staley  Continental/ 18 

Dalton  E  Nordlund/64 

871 

106 

977 

6  of 

24 

30 

13 

Administra 

312 

Standard  Oil/25 

''Alton  W  Whitehouse  ]r/58 

615 

29 

126 

770 

18  of 

36 

17 

8 

L 

231 

Stanley  Works/20 

Donald  W  Davis/65 

785 

120 

905 

3  of 

11 

38 

20 

Administra 

483 

State  Street  Boston/  5 

William  S  Edgerly/59 

515 

515 

87  of 

192 

10 

10 

Fina 

378 

Sterling  Drug/ 19 

Fohn  M  Pietruski/53 

653 

653 

24  of 

30 

8 

1 

Operas 

.Jf 

Making  ends  meet 

The  average  salary  plus  bonus  of  America's  top  chief  executives 
rose  10.3%  over  the  previous  year's.  The  inflation  rate,  as 
measured  by  the  Consumer  Price  Index:  2.3%. 

215 

IP  Stevens/  3 

Whitney  Stevens/59 

639 

301 

940 

1  of 

5 

38 

[ 

297 

Stop  &  Shop  Cos/ 17 

Avram  J  Goldberg/56 

460 

329 

789 

13  of 

26 

28 

7 

Retai 

512 

Student  Loan/ 16 

Edward  A  Fox/49 

448 

40 

488 

14  of 

15 

13 

13 

Fuu 

427 

Subaru  of  America/  4 

Harvey  H  Lamm/50 

557 

30 

587 

13  of 

18 

18 

1 1 

S 

785 

Sumitomo  Bank  Cal/  5 

Teruhisa  Shimizu/53 

144 

12 

156 

190  of  192 

31 

3 

Ban] 

132 

Sun  Company/25 

Robert  McClements  Jr/57 

743 

16 

474 

1,233 

10  of 

36 

: 

1 

Techfl 

189 

Sundstrand/  1 

Evans  W  Erikson/59 

61! 

368 

979 

9  of 

14 

34 

6 

Techn 

454 

SunTrust  Banks/  5 

Robert  Strickland/60 

320 

239 

559 

s]  :,t 

192 

38 

10 

Ban! 

653 

Sunwest  Financial/  5 

George  S  Fenks/59 

334 

12 

346 

148  of  192 

35 

4 

Ban! 

609 

Super  Food  Services/ 17 

Jack  Twyman/52 

385 

385 

20  of 

26 

16 

14 

Administrai 

275 

Super  Valu  Stores/17 

Michael  W  Wright/48 

543 

280 

823 

11  of 

26 

9 

- 

L 

252 

Supermarkets  General/ 17 

Leonard  Lieberman/57 

676 

192 

868 

10  of 

26 

22 

3 

L 

737 

Sysco/ 17 

John  F  Woodhouse/55 

208 

44 

252 

25  of 

26 

16 

3 

Fuu 

457 

Tam  brands  1 2 

Edwin  H  Shutt  Ir/58 

451 

106 

557 

12  of 

15 

5 

4 

Marke 

535 

Tandem  Computers/ 10 

James  G  Treybig/45 

320 

134 

454 

25  of 

32 

11 

11 

Foui 

532 

Tandy/28 

John  V  Roach  47 

414 

46 

461 

31  of 

41 

19 

4 

Opera  1 

485 

TECO  Energy  15 

Hugh  L  Culbreath/65 

293 

50 

171 

513 

8  of 

~5 

29 

14 

Fins 

772 

Tecumseh  Products/20 

Kenneth  G  Herrick'65 

195 

195 

•  11  of 

11 

46 

15 

Produc 

688 

Tektronix/ 10 

Earl  Wantland/54 

296 

15 

311 

30  of 

32 

31 

1 1 

Operao 

662 

Tele-Communications/  9 

John  C  .Malone/45 

327 

12 

338 

19  of 

21 

13 

13 

Administra 

263 

Teledyne/13 

'2Henry  E  Singleton/69 

850 

20  of 

30 

25 

25 

Four 

163 

Telex/ 10 

Stephen  J  Jatras/60 

402 

17 

640 

1,059 

9  of 

32 

21 

5 

Techn 

421 

Temple-Inland/26 

Clifford  J  Grum/51 

591 

2 

592 

4  of 

6 

2 

Fins 

245 

Tenneco/24 

lames  L  Ketelsen/55 

844 

35 

879 

6  of 

23 

27 

Fins 

403 

Tesoro  Petroleum/25 

Robert  V  West  |r  65 

525 

-9 

614 

24  of 

36 

30 

21 

Foui 

NOTE 
George 

For  explanation  of  industry  group  rankings,  see  page  151     ^Succeeded  bvjere  Thomp 

A  Roberts.  4/  23/86. 

>on,  5/7/86 

"Succeeded  by  Rr 

■ben  B  Honon,  4/1/86. 

52Succeeda 
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Compensation  [$000)  Tenure  (years) 


Company/industry 

Chief  executive/age 

salary  and 
bonus 

other 

stock 
gains 

total 

Rank  in 
industry 

with 
firm 

as 
CEO 

Business 
background 

Texaco/25 

John  K  McKinley/66 

1,184 

54 

— 

1,237 

9  of  36 

45 

5 

Technical 

Texas  Air/  2 

Francisco  A  Lorenzo/46 

460 

136 

— 

597 

6  of  14 

14 

6 

Finance 

Texas  American  Bcshs/  5 

"Lewis  H  Bond/64 

411 

11 

— 

422 

118  of  192 

34 

23 

Banking 

Texas  Commerce  Bcshs/  5 

Ben  F  Love/61 

790 

478 

— 

1,268 

16  of  192 

19 

13 

Finance 

Texas  Eastern/24 

I  David  Bufkin/64 

655 

94 

— 

749 

9  of  23 

37 

6 

Technical 

Texas  Instruments/ 10 

Jerry  R  Junkins/49 

377 

1 

— 

378 

27  of  32 

27 

1 

Operations 

Texas  Utilities/ 15 

Perry  G  Brittain/61 

404 

15 

— 

419 

17  of  75 

36 

3 

Technical 

Textron/ 13 

Beverly  F  Dolan/58 

1,247 

30 

— 

1,277 

10  of  30 

32 

1 

Operations 

Third  National  /  5 

Charles  W  Cook  Jr/51 

282 

17 

— 

298 

163  of  192 

26 

1 

Banking 

Thrifty  Corp/28 

Leonard  H  Straus/71 

524 

13 

580 

1,118 

12  of  41 

40 

29 

Legal 

Time  Inc/  9 

J  Richard  Munro/55 

722 

— 

26 

748 

13  of  21 

28 

5 

Operations 

Times  Mirror/  9 

Robert  F  Erburu/55 

872 

405 

— 

1,277 

5  of  21 

24 

5 

Legal 

"Toledo  Edison/ 15 

John  P  Williamson/64 

250 

31 

— 

281 

45  of  75 

35 

13 

Finance 

Toledo  Trustcorp/  5 

George  W  Haigh/54 

330 

1 

54 

384 

127  of  192 

9 

7 

Banking 

Torchmark/21 

Ronald  K  Richey/60 

814 

— 

— 

814 

12  of  38 

22 

1 

Insurance 

Tosco/25 

Matthew  J  Talbot/48 

325 

- 

— 

325 

35  of  36 

18 

3 

Finance 

Toys  "R"  Us/28 

Charles  Lazarus/62 

2,417 

30 

481 

2,928 

1  of  41 

30 

30 

Founder 

Trans  World  Airlines/  2 

"Richard  D  Pearson/51 

200 

— 

— 

200 

14  of  14 

18 

1 

Technical 

Transamerica/2 1 

James  R  Harvey/51 

585 

7 

— 

592 

21  of  38 

21 

5 

Finance 

Transco  Energy/24 

William  J  Bowen/64 

678 

— 

801 

1,480 

2  of  23 

11 

11 

Operations 

Transohio  Finl/  5 

Jack  D  Burstein/40 

113 

— 

— 

113 

191  of  192 

1 

1 

Finance 

Transworld/17 

L  Edwin  Smart/62 

710 

108 

65 

883 

9  of  26 

19 

9 

Legal 

Travelers/21 

Edward  H  Budd/53 

743 

19 

537 

1,298 

5  of  38 

31 

5 

Insurance 

Triangle  Industries/26 

Nelson  Peltz/44 

— 

— 

— 

— 

56  6  of  6 

2 

2 

Administration 

Tribune/  9 

Stanton  R  Cook/60 

643 

28 

— 

672 

15  of  21 

35 

14 

Technical 

TRW/ 13 

Ruben  F  Mettler/62 

910 

30 

1,126 

2,067 

2  of  30 

31 

8 

Technical 

Tucson  Electric/ 15 

Einar  Greve/58 

220 

8 

771 

999 

1  of  75 

11 

1 

Technical 

Turner/ 11 

Herbert  D  Conant/62 

425 

- 

22 

447 

15  of  16 

36 

1 

Technical 

UAL/  2 

Richard  J  Ferris/49 

883 

- 

— 

883 

3  of  14 

23 

7 

Administration 

Union  Camp/27 

57Peter  J  McLaughlin/57 

521 

11 

— 

532 

8  of  14 

40 

6 

Finance 

Union  Carbide/ 13 

Warren  M  Anderson/64 

761 

176 

— 

937 

17  of  30 

41 

4 

Legal 

Union  Electric/ 1 5 

William  E  Cornelius/54 

323 

4 

— 

327 

34  of  75 

23 

2 

Finance 

Union  National/  5 

George  F  Kesel/54 

180 

11 

— 

191 

188  of  192 

25 

9 

Banking 

Union  Pacific/30 

William  S  Cook/63 

1,143 

17 

654 

1,814 

2  of  14 

17 

3 

Finance 

Union  Planters/  5 

Benjamin  W  Rawlins  Jr/48 

294 

10 

— 

304 

161  of  192 

11 

1 

Banking 

United  Banks  of  Colo/  5 

N  Berne  Hart/56 

368 

16 

— 

385 

126  of  192 

32 

7 

Banking 

United  Brands/ 18 

Carl  H  Lindner/67 

259 

— 

— 

259 

23  of  24 

1 

1 

Finance 

United  Financial/  5 

Jenard  M  Gross/56 

267 

— 

— 

267 

174  of  192 

1 

1 

Investment 

United  Illuminating/ 15 

George  W  Edwards/47 

128 

— 

— 

128 

75  of  75 

1 

1 

Administration 

United  Jersey  Banks/  5 

T  Joseph  Semrod/49 

534 

9 

223 

766 

48  of  192 

5 

5 

Banking 

United  Missouri  Bcsh/  5 

R  Crosby  Kemper  Jr/59 

344 

29 

372 

131  of  192 

36 

16 

Banking 

US  Bancorp/  5 

John  A  Elorriaga/62 

494 

19 

513 

88  of  192 

35 

11 

Banking 

US  Health  Care/ 19 

Leonard  Abramson/54 

633 

92 

725 

20  of  30 

9 

10 

Founder 

United  States  Shoe/28 

Philip  G  Barach/56 

671 

597 

1,269 

9  of  41 

25 

18 

Administration 

United  States  Steel/25 

David  M  Roderick/62 

1,008 

387 

1,395 

7  of  36 

27 

7 

Finance 

or  explanation  of  industry  group  rankings,  see  page  151.  ''Succeeded  by  Joseph  M  Grant,  4/24/86.  54Merged  with  Cleveland  Electric  to  form  Centerior  Energy, 
"Succeeded  by  Carl  C  Icahn,  1/3/86.    %Fees  paid  to  management  consulting  firm  in  which  CEO  has  an  interest    57Succeeded  by  Raymond  E  Cartledge,  1/1/86. 
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Who  Gets  The  Most  Pay 


Compensation  ($000) 

Tenure  (years) 

 =3 

Rank 

Company/industry 

Chief  executive/age 

salary  and 
bonus  other 

stock 
gains 

total 

Rank  in 
industry 

with 
firm 

as 
CEO 

Bum 
backgn 

54 

US  Tobacco/  6 

Louis  F  Bantle/57 

1, 109 

25 

795 

1,928 

3  of 

9 

23 

13 

Mark* 

286 

US  Trust/  5 

Daniel  P  Davison/61 

539 

262 

- 

801 

42  of 

192 

7 

5 

Bant 

94 

United  Technologies/ 13 

Harry  J  Gray/66 

i,  i  iy 

^71 
O  f  1 

— 

1,490 

ft  n( 
a  UI 

OU 

14 

13 

Admimstra 

559 

United  Telecom/31 

William  T  Esrey/46 

431 

7 

438 

15  of 

16 

6 

1 

Admimstra 

695 

United  Virginia  Bkshs/  5 

w-w  ■     ■_          1           rw-i *  1  |  /AC 

Richard  G  Tilghman/45 

279 

28 

— 

307 

159  of 

192 

19 

1 

Ban 

63 

Unocal/25 

Fred  L  Hartley/69 

1,040 

18 

757 

1,816 

6  of 

36 

47 

21 

Techi| 

354 

Upjohn/ 19 

Ray  T  Partet  Jr/63 

681 

1 1 

— 

692 

21  of 

30 

38 

24 

Fins 

396 

US  West/31 

1           t        A       ft*            A   II"   /CO 

Jack  A  MacAUister/58 

Al  3 

— 

625 

1  i  OI 

1  A 

io 

36 

10 

Administrai 

333 

USAir  Group/  2 

Edwin  I  Colodny/60 

550 

30 

149 

729 

4  of 

14 

28 

10 

L 

575 

USF&G/21 

w  1_    |f  |  ICC 

Jack  Moseley/55 

420 

— 

420 

27  of 

38 

32 

6 

Insun 

208 

USG/11 

Robert  J  Day/61 

629 

19 

302 

950 

1  of 

16 

36 

1 

S 

350 

USLife/2 1 

Gordon  E  Crosby  Jr/65 

627 

73 

700 

16  of 

38 

27 

20 

Marke 

769 

Utah  Power  &  Light/15 

James  C  Taylor/61 

1  ft7 

1U 

— 

197 

AA  r\( 

04  OI 

I  D 

33 

1 

Techa 

442 

Valero  Energy/24 

William  E  Greehey/50 

547 

24 

- 

571 

13  of 

23 

22 

12 

Fin; 

782 

Valley  Federal  S&L/  5 

Robert  E  Gibson/57 

172 

— 

172 

189  of 

192 

30 

9 

Bani 

537 

Valley  National/  5 

Howard  C  McCrady/54 

436 

6 

13 

454 

104  of 

192 

11 

3 

Fin 

328 

VF  /  3 

Lawrence  R  Pugh/49 

745 

— 

745 

2  of 

5 

6 

4 

Marke 

10 

Viacom  International/  9 

Terrence  A  Elkes/52 

AO  ft 
OZo 

1  ftAQ 

Ill 

3,587 

1  OI 

Zl 

14 

2 

L 

439 

Vulcan  Materials/ 1 1 

W  Houston  Blount/64 

511 

61 

— 

572 

10  of 

16 

31 

7 

OperatJ 

658 

Wal-Mart  Stores/28 

Sam  M  Walton/68 

325 

17 

— 

342 

36  of 

41 

40 

40 

Foui 

634 

Waldbaum/17 

Ira  Waldbaum/57 

360 

— 

360 

21  of 

26 

39 

37 

Admimstra 

207 

Walgreen/28 

Charles  R  Walgreen  111/50 

501 

451 

— 

952 

17  of 

41 

34 

15 

Operatl 

590 

Wang  Laboratories/ 10 

An  Wang/66 

AOS 

— 

405 

ZO  OI 

oZ 

35 

35 

Foul 

11 

Warner  Communications/22 

Steven  J  Ross/58 

2  800 

724 

— 

3,524 

2  of 

13 

24 

24 

Fia 

260 

Warner-Lambert/ 19 

Joseph  D  Williams/59 

840 

15 

— 

855 

16  of 

30 

36 

1 

Techi 

686 

Washington  Mutual/  5 

Louis  H  Pepper/62 

311 

3 

— 

315 

155  of 

192 

4 

4 

L 

620 

Washington  National/21 

Stanley  P  Hutchison/62 

319 

53 

— 

373 

30  of 

38 

39 

10 

L 

175 

Washington  Post/  9 

Katharine  Graham/69 

A  AT 
40Z 

— 

1,031 

10  of 

zl 

23 

13 

Administra 

744 

Washington  Water/ 15 

Paul  A  Redmond  /49 

Z07 

A 
t 

— 

242 

'sA  nf 
JO  UI 

7C 

21 

1 

Operat 

67 

Waste  Management/29 

Dean  L  Buntrock/55 

77ft 

f  to 

AO 

942 

1,789 

Z  OI 

7 

29 

17 

Foui 

659 

Weis  Markets/ 17 

Sigfried  Weis/70 

327 

13 

— 

340 

23  of 

26 

47 

26 

Retai 

77 

Wells  Fargo/  5 

Carl  E  Reichardt/54 

925 

761 

1,686 

6  of 

192 

15 

3 

Baa 

513 

Wendy's  Intl/17 

Robert  L  Barney/49 

487 

— 

487 

17  of 

26 

16 

6 

Administra 

745 

Western  Air  Lines/  2 

Gerald  Grinstein/54 

TOD 

Zoo 

c 
D 

— 

242 

io  OI 

1  A 

14 

3 

1 

\ 

588 

Western  Capital  Inv/  5 

Junius  F  Baxter/62 

A  CiCi 

4UU 

7 

1 

— 

407 

1ZU  OI 

192 

37 

18 

Bani 

429 

Western  S&L/  5 

Gary  H  Driggs/51 

517 

67 

— 

584 

72  of 

192 

23 

10 

Ban! 

48 

Westinghouse/13 

Douglas  D  Danforth/63 

990 

1,001 

— 

1,991 

3  of 

30 

31 

2 

Produc 

345 

Westvaco/27 

David  L  Luke  HI/62 

673 

31 

— 

704 

7  of 

14 

34 

22 

Fins 

466 

Wetterau/ 1 7 

Ted  C  Wetterau/58 

536 

— 

536 

16  of 

26 

34 

16 

Marke 

405 

Weyerhaeuser/ 1 1 

George  H  Weyerhaeuser/59 

595 

17 

612 

8  of 

16 

36 

20 

Produc 

161 

Whirlpool/ 12 

Jack  D  Sparks/63 

910 

151 

1,061 

3  of 

15 

45 

3 

Marke 

527 

Whitney  Holding/  5 

Patrick  A  Delaney/54 

425 

43 

468 

100  of 

192 

32 

9 

Ban! 

93 

Wickes  Cos/28 

Sanford  C  Sigoloff/55 

1,474 

30 

1,504 

8  of 

41 

4 

4 

Operat 

570 

Wiliamette  Inds/27 

William  Swindells  Jr/55 

404 

23 

427 

11  of 

14 

32 

4 

Operati 

341 

Williams  Cos/24 

Joseph  H  Williams/53 

671 

42 

714 

10  of 

23 

27 

7 

Operat 

NOTE:  For  explanation  of  industry'  group  rankings,  see  page  151     ^Succeeded  by  Robert  F  Daniell,  1/1/86. 
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A  few  ideas 
about  the  paperless  office. 


As  an  idea,  the  paperless  office  is 
brilliant.  As  a  practical  matter,  a  truly 
paperless  office  is  probably  unattain- 
able. Even  as  we  move  into  the  elec- 
tronic age,  business  is  generating  more 
paper  than  ever. 

Moore  is  a  century-old  leader  in 
paper-based  business  communications. 
But  we've  done  more  than  watch  how 
electronic  technology  has  changed 
business  communications.  We  brought 
many  of  these  changes  about.  Not  to 
eliminate  paper,  but  to  eliminate  your 
paperwork. 

This  paperwork— the  processing 
and  management  of  business  informa- 
tion—can tie  up  millions  of  your  dollars 
in  data  processing  equipment  and  mail- 
room  facilities.  Costly  investments  in 
technology  that  run  the  risk  of  becom- 
ing obsolete. 

Today,  Moore  offers  you  an  alterna- 
tive. Virtually  anything  you  can  do 
in-house,  or  with  the  help  of  multiple 
suppliers,  we  can  do  for  you.  And  save 
you  money  doing  it.  We  provide  an 
enormous  range  of  products,  systems 
and  services  to  help  companies  manage 
business  information  with  a  level  of 
sophistication  that  didn't  exist  a  few 
years  ago. 


Starting  with  business  forms, 
Moore  not  only  continues  to  produce 
forms  of  all  kinds,  but  is  also  helping 
companies  control  their  costs  by  offer- 
ing a  variety  of  forms  management 
programs. 

Business  mailings?  We  handle  all 
types,  small  or  multimillion  runs,  in  one 
continuous  computerized  operation, 
from  printing  to  mailbag.  And  then, 
we  can  receive,  analyze  and  report  on 
the  response. 

Perhaps  your  company  uses  auto- 
matic identification  systems.  Moore 
offers  total  bar  coding  capability,  from 
simple  bar  code  printing  to  complex 
turnkey  systems. 

And  as  an  added  service  to  busi- 
nesses of  all  sizes,  Moore  retail  stores 
and  direct  mail  catalogs  are  an  impor- 
tant source  for  computer  products 
and  supplies. 

Whether  your  business  is  large  or 
small,  whether  your  needs  are  paper- 
based  or  computer-based,  Moore  can 
help  you  manage  your  business  com- 
munications faster  and  more  cost 
effectively  than  you  can  do  yourself. 

For  more  ideas  on  how  we  can  help 
manage  your  business  information,  call 
Moore  now  at  1 800  447-3000,  ext.  7200. 


fVsOORE 


BUSINESS  FORMS 
&  SYSTEMS  DIVISION 

1205  Milwaukee  Avenue 
Glenview,  IL  60025 


TSETO 


Somewhere  between  the  country  and  the  club,  Grand  Wagoneer  and  Wagoneer 
Limited  carved  their  own  little  niche  in  the  automotive  marketplace.  Look  beyond  the 
woods,  get  behind  the  wheel  and  you'll  quickly  see  why  these  vehicles  enjoy  unique 
status  In  the  world  of  four-by-fours.  Because  for  all  their  luxury  and  comfort,  they're 
still  hill-climbing,  dust-raising,  trail-blazing  Jeeps  at  heart. 
And  that's  what  makes  them  different  from  everything 
else. .  .on  and  off  the  road. 

Grand  Wagoneer  has  four  doors  and  plenty  of 
room  for  six  adults.  And  with  its  optional  360  cubic 
inch  V-8,  there's  plenty  of  power  to  take  them  just 
about  any  place  they  care  to  go. 

Inside  Grand  Wagoneer  are  a  few  amenities 
you  might  not  expect  to  find  in  a  four-wheel 
drive  vehicle.  Genuine  leather  upholstery,  power 
everything  and  a  premium  sound  system  are  all 
standard.  And  so  is  the  incomparable  sense  of  security 
you  get  just  knowing  you're  driving  a  Jeep@. 

What's  more,  Grand  Wagoneer's  suspension  has  been  re- 
designed for  a  smoother  ride  and  better  handling.  And  with  the  flick  of  a  switch,  you're  in 
four-wheel  drive. . .a  particularly  good  way  of  handling  a  particularly  bad  stretch  of  road. 

Wagoneer  Limited.  Like  its  sibling,  it  speaks 
fluent  Jeep.  With  the  accent,  of  course,  on 
luxury.  And  even  though  this  vehicle's  a  little 
bit  smaller,  you  can  bet  it'll  go  a  long  way  on 
its  good  looks  and  penchant  for  the  good  life. 

Wagoneer  Limited  can  easily  accommodate 
five  adults  without  cramping  their  style.  In 
fact,  behind  its  four  doors,  this  Jeep  has 
more  room  than  you'll  find  in  any  four- 
eel  drive  vehicle  in  its  class. 


leer  Limited  offers  more  powertrain  combinations  than  its  competitors,  too. 
e  a  2.5  litre  electronic  fuel-injected  four.  An  optional  2.8  litre  V-6.  Or  go  for  the 
nal  2.1  litre  inter-cooled  turbo-dieseL.the  only  one  available  in  an 
\merican-made  four-by-four. 


When  you  add  it  all  up,  it's  easy  to  see  why  Jeep  Wagoneer  has  been  named 
the  official  vehicle  of  the  National  Ski  Patrol.  It's  all  luxury.  It's  all  Jeep, 
k         And  it'll  always  be  that  way. 


Who  Gets  The  Most  Pay 


Compensation  ($000) 

Tenure  (years) 

Rank 

Company/industry 

Chief  executive/age 

salary  and 
bonus  other 

stock 
gains 

total 

Rank  in 
industry 

with 
firm 

as 
CEO 

Busii 
backgro 

419 

Wilmington  Trust/  5 

Bernard  J  Taylor  11/60 

410 

187 

597 

70  of 

192 

6 

6 

Ban! 

5811 

Wilson  Foods/ 18 

Kenneth  )  tjriggy/az 

375 

40 

A  1  Q 

1  8  of 

24 

10 

10 

Marke 

592 

Winn-Dixie  Stores/ 17 

A  Dano  Davis/41 

377 

26 

18  of 

26 

17 

3 

Retai 

687 

Wisconsin  Electric/ 15 

Charles  a  ivici\eer/oU 

308 

5 

111 

40  of 

75 

36 

10 

Techn 

741 

Wisconsin  P&L/15 

James  R  Underkofler/62 

248 

1 

- 

54  of 

75 

44 

17 

Fins 

753 

Wisconsin  Public  Svc/15 

Paul  D  Ziemer/64 

225 

2 

226 

58  of 

75 

38 

15 

Admimstra 

509 

Witco/  7 

William  Wisnnick/ol 

491 

— 

15  of 

17 

44 

14 

Administra 

185 

FW  Woolworth/28 

|onn  w  Lynn/o3 

984 

no  a 

15  of 

41 

44 

3 

Operac 

169 

Xerox/ 1 U 

David  l  Kearns/oD 

799 

30 

224 

11  of 

32 

14 

4 

S 

372 

Yellow  Freight  System/30 

George  E  Powell  Jr/60 

618 

43 

662 

11  of 

14 

34 

17 

Administra 

72 

Zayre/28 

Maurice  Segall/57 

1,200 

527 

1,727 

6  ot 

41 

■ 

8 

Retai 

602 

Zenith  Electronics/ 12 

Jerry  K  Pearlman/47 

368 

22 

2 

391 

IS  ot 

15 

15 

3 

Fins 

661 

Zions  Utah  Bancorp/  5 

Roy  W  Simmons/70 

232 

108 

339 

150  of  192 

32 

20 

NOTE:  For  explanation  of  industry  group  rankings,  see  page  151. 

Ranked  by  industry 

Below  are  the  median  pay  levels  for  chief  executives,  and  the    to  raise  the  median  total  compensation  of  top  executives  i 
highest  and  lowest  paid  chief  executives  in  31  industry     financial  services  to  $1.6  million.  Best  paid:  Phibro-Sal 
groups.  Wall  Street  had  a  good  year  in  1985 — good  enough     mon's  John  H.  Gutfreund,  at  $3.1  million. 

median 

/  tllflftl 
^JSOUU) 

 Total  compensation  

 lowest  paid  

Industry/number  of  companies 

company 

executive 

(J000) 

company 

executive 

ft 

Financial  services/ 15 

1,601 

John  H  Gutfreund 

3,108 

H&R  Block 

Henry  W  Bloch 

Aerospace  and  defense/ 14 

1,479 

Rockwell  Intl 

Robert  Anderson 

3,666 

Ex-Cell-O 

E  Paul  Casey 

Beverages  and  tobacco/9 

1,447 

Anheuser-Busch  Cos 

August  A  Busch  III 

2,424 

Adolph  Coors 

William  K  Coors 

Surface  transportation/ 14 

1   1  A  1 

nays  i  vvdiKius 

2  083 

Leaseway  Transport 

Gerald  C  McDonough 

Diversified  companies/30 

957 

Allied- Signal 

Edward  L  Hennessy  Jr 

2,755 

Berkshire  Hathaway 

Warren  E  Buffett 

Automotive/ 18 

894 

Chrysler 

Lee  A  Iacocca 

11,449 

American  Motors 

Jose  J  Dedeurwaerder 

Services/7 

890 

Browning-Ferris  Inds 

Harry  J  Phillips  Sr 

1,986 

Automatic  Data  Proc  Josh  S  Weston 

Health/30 

867 

National  Medical 

Richard  K  Earner 

2,899 

Genentech 

Robert  A  Swanson 

Leisure  and  recreation/ 13 

863 

Hasbro 

Stephen  D  Hassenfeld 

4,764 

Polaroid 

William  J  McCune  Jr 

Computers  and  electronics/32 

825 

Eaton 

E  Mandell  de  Windt 

2,626 

Intergraph 

James  W  Meadlock 

Heavy  equipment/ 1 1 

809 

Illinois  Tool  Works 

John  D  Nichols 

1,004 

Tecumseh  Products 

Kenneth  G  Herrick 

Communications  media/21 

800 

Viacom  International 

Terrence  A  Elkes 

3,587 

American  Greetings 

Irving  I  Stone 

Consumer  products/ 15 

789 

Procter  &  Gamble 

John  G  Smale 

1,169 

Zenith  Electronics 

Jerry  K  Pearlman 

Food  processors/24 

780 

HJ  Heinz 

Anthony  JF  O'Reilly 

4,093 

Monfort  of  Colorado 

Kenneth  Monfort 

Oil/36 

767 

Mesa  Petroleum 

T  Boone  Pickens  Jr 

9,877 

Big  Three  Industries 

Harry  K  Smith 

Retailing/40 

759 

Toys  "R"  Us 

Charles  Lazarus 

2,928 

Petrie  Stores 

Milton  J  Petrie 

Telecommunications/16 

751 

American  Tel  &.  Tel 

Charles  L  Brown 

1,695 

So  New  England  Tel 

Walter  H  Monteith  Jr 

Packaging/5 

736 

American  Can 

William  S  Woodside 

2,150 

Crown  Cork  &  Seal 

John  F  Connelly 

Food  distributor/26 

722 

Great  A&P  Tea 

James  Wood 

2,314 

Shoney's 

RL  Danner 

Chemicals/ 17 

706 

Morton  Thiokol 

Charles  S  Locke 

2,991 

Koppers 

Charles  R  Pullin 

Apparel  and  textiles/5 

693 

JP  Stevens 

Whitney  Stevens 

<un 

Burlington  Inds 

William  A  Klopman 

Insurance/37 

622 

Home  Group 

George  T  Scharffenberger 

3,045 

Kemper 

Joseph  E  Luecke 

Paper/ 14 

618 

James  River  Corp  Va 

Brenton  S  Halsey 

2,104 

Consolidated  Papers 

George  W  Mead 

Construction/16 

597 

USG 

Robert  J  Day 

950 

CBI  Industries 

William  A  Pogue 

Nauua!  gas/13 

577 

Enron 

Kenneth  L  Lay 

3,794 

Iowa-Illinois  G&E 

Barry  C  O'Brien 

Electrical  equipments 

572 

Emerson  Electric 

Charles  F  Knight 

1,075 

Raychem 

Paul  M  Cook 

Metals/ 15 

568 

Alleghany 

Fred  M  Kirby 

1,079 

Homestake  Mining 

Harry  M  Conger 

Air  transport/ 14 

526 

AMR 

Robert  L  Crandall 

1,244 

Trans  World  Airlines  Richard  D  Pearson 

Coal/1 

500 

Pittston 

Paul  W  Douglas 

500 

Banks/ 192 

485 

Columbia  S&L 

Thomas  Spiegel 

9,032 

First  Florida  Banks 

A  Bronson  Thayer 

Electric  utilities-  75 

320 

Tucson  Electric 

Einar  Greve 

999 

United  Illuminating 

George  W  Edwards  Jr 

NOTE:  Forbes,  in  its  Annual  Report  on  American  Industry  (Jan.  13,  1986)  lists  companies  in  as  manv  as  three  industries.  Throughout  these  tables.  Forbes  ranks  Q 
compensation  by  primary  industry. 
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\  BLACKS  DECKER 


-low  AT&T  Is  Helping  Blacks  Decker 
Set  From  The  Drafting  Table 
IcThe  Kitchen  Table. 


WE  MAKE  THE  PIECES  FIT. 

BLACK  &  DECKER*  has  always 
lade  quality  tools  that  can  help  you 
uild  a  kitchen.  Now  they're  making 
uality  tools  that  can  help  you  cook  in 
tie.  And  AT&T  is  providing  the  tools  to 
elp  them  do  it  faster. 

With  international  voice  communica- 
ons  built  around  AT&T  System  85s, 
lack  &  Decker  will  greatly  reduce  the 
me  it  takes  to  make  a  new  idea  into  a 
ew  product— and  to  get  that  product 
)  markets  in  fifty  different  countries. 

egistered  Trademark  ofThe  Black  &  Decker  Corporation  •♦Trademark  of  The  Black  &  Decker  Corporation 
udio  Information  Exchange 


Our  AUDIXT  voice  mail  system  and 
global  electronic  mail  will  overcome  the 
problem  of  communicating  across  time 
zones.  So  messages  can  be  delivered 
anywhere  in  the  world,  any  time,  day 
or  night. 

And  AT&T  systems  can  work  with 
voice  and  data  products  made  by  other 
manufacturers,  and  also  grow  and 
change  to  meet  future  needs. 

To  find  out  why  AT&T  is  the  right 
choice  to  help  you  meet  your  current 
and  long-term  business  goals,  call 
1 800  247-1212. 


AT&T 

The  right  choice. 


The  Adventurers. 


For  26  million  mature  Americans,  it's  the  time  of  their  lift 


New  jobs.  New  hobbies.  New 
interests.  For  most  of  mature 
America,  every  day  is  a  new 
adventure.  Like  never  before, 
they're  feeling  a  lot  better.  About 
themselves,  their  lives,  their  con- 
tributions to  society.  For  the  first 
time,  they  have  new  time  to  exer- 
cise their  bodies,  their  minds,  theii 
options.  They're  pouring  their  new 
found  energy  into  new  projects. 
Helping  to  fight  crime  in  their 
communities.  Doing  something  as 
basic  as  learning  to  cook.  Discov- 
ering life's  simple  little  pleasures 
all  over  again. 

For  26  million  mature  American 
the  authority  on  their  new  lifetime 
is  Modern  Maturity  Magazine. 
In  every  issue  minicourses  educate.  Articles 
stimulate.  Opening  new  horizons, broadening  their  vision, 
teaching  them  about  new  health, 
new  food,  new  culture.  Helping 
them  chart  their  new  life  course. 
For  fifty  and  beyond,  the  real 
adventure  is  only  just  beginning. 

If  you  have  something  to  say 
to  mature  America,  add  your 
voice  to  their  voice-in-print, 
Modern  Maturity.  For  advertis1 
ing  details,  call  Peter  Hanson 
at  (212)599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


h,  oh.  Kaufman  &  Broad's  Eli  Broad  is 
lying  things  again.  This  time,  however, 
e  things  just  might  work  out. 

The  virtues 
of  restraint 


By  John  Heins 


^  li  Broad,  cofounder  and  chair- 
|_  man  of  $921  million  (sales) 
m  Kaufman  &  Broad,  Inc.,  Cali- 
lia's  largest  home  builder,  is  in  a 
ing  mood  these  days.  Immediate 
:ct  of  his  desire:  around  $3  billion 
th  of  failed  Baldwin-United  Corp. 
uity  business  in  Arkansas, 
fh,  oh.  Unpleasant  things  have 
llted  before  from  Broad's 
ss  to  expand.  K&B's  unprece- 
ted  moves  into  far-flung  hous- 
markets  in  the  late  1960s  and 
y  1970s  nearly  wrecked  the 
ipany  when  housing  plunged 
974.  The  stock,  as  high  as  52 
972,  fell  to  2  in  1974.  (It  has 
:e  recovered  and,  after  a  recent 
r-2  split,  sells  around  20, 
ling  Broad's  4.2  million  shares 
$85  million.)  In  1980  K&B 
ght  a  25%  interest  in  Miami's 
-growing  Biscayne  Federal 
ings  &  Loan,  which  collapsed 

years  later.  "Our  timing  was 
ieccably  bad,"  Broad  says,  gri- 
ming. There  was  also  the  foray 
i  manufactured  housing. 
B's  manufactured  housing  op- 
ions  lost  $15  million  on  reve- 
s  of  $83  million  last  year, 
lit  history  does  not  necessarily  re- 
Broad's  recent  big  expansion  in 
insurance  should  give  the  cyclical 
ipany  more  much-needed  long- 
n  stability.  Donaldson,  Lufkin  & 
ette's  Timothy  Hurckes,  one  of 
few  analysts  following  the  com- 
y's,  expects  K&B  to  earn  $1.75  a 
■e  (split-adjusted)  this  year,  up 
dsomely  from  $1.35  (before  ex- 
rdinary  items)  last  year.  In  fiscal 
5,  K&B's  life  insurance  revenue 
'o  of  total  revenues)  exceeded 
sing  revenue  for  the  first  time  in 

company's  history.  In  January 


Broad  agreed  to  buy  $1.6  billion  (as- 
sets) Anchor  National  Life  Insurance 
Co.  in  Phoenix,  a  big  annuity  seller. 
That  will  add  another  $180  million  a 
year  to  K&B's  life  insurance  revenues. 

Late  in  April,  Broad  lost  out  to  giant 
Metropolitan  Life  for  some  $1.2  bil- 
lion in  Baldwin-United  policies  in  In- 
diana. But  K&B  and  Met  Life  are  still 
fighting  for  $3  billion  in  Baldwin's 

Bill  NatiorvT 


Kaufman  &  Broad  Chairman  Eli  Broad 
Hoping,  this  time,  to  enjoy  semiretirement 


Arkansas  policies.  A  victory  for  Broad 
in  Arkansas  would  add  another  $100 
million  or  so  to  K&B's  annual  insur- 
ance revenues. 

What  are  the  chances  that  Broad's 
insurance  acquisitions  will  go  the 
way  of  his  manufactured  housing  and 
Florida  S&L  forays?  Probably,  happi- 
ly, slim.  Broad  seems  to  have  learned 
the  virtues  of  restraint  from  his  previ- 
ous misadventures.  Annuity  premi- 
ums, for  example,  are  invested  pri- 
marily in  government  securities 
(60%)  and  high-quality  corporate  and 
utility  bonds  (20%)— only  3%  go  into 


junk  bonds.  No  speculation  on  inter- 
est rates.  No  Baldwin-United  foolish- 
ness of  investing  annuity-holder  pre- 
miums in  other  Baldwin  companies. 
No  aggressive  marketing. 

"We  don't  want  hot  annuity  money 
that  can  get  in  and  go  out  as  rates  go 
up  or  down,"  Broad  explains.  "We 
want  it  to  be  serious  retirement  mon- 
ey that  is  going  to  persist." 

Is  Broad,  one  of  the  U.S.  housing 
industry's  original  mavericks,  quit- 
ting merchant  home-building?  No. 
But  in  housing,  too,  Broad  has  learned 
restraint.  K&B  has  settled  on  two 
large,  profitable  markets  in  which  to 
sell  its  homes:  California,  where  K&B 
now  gets  some  75%  of  its  on-site 
housing  profits,  and  France,  where 
K&B  is  the  third-biggest  builder.  K&B 
this  year  expects  to  sell  over  4,000 
homes  in  the  two  markets,  up  25% 
from  1985.  Bruce  Karatz,  who  headed 
K&B's  French  business  until  return- 
ing to  Los  Angeles  in  1980  to  run  all 
housing  operations,  says  of  the  deci- 
sion to  focus  on  just  two  markets: 
"Some  very  big  mistakes  happen 
when  people  get  off  a  plane  and  start 
buying  land  [for  housing  sites]." 
Every  now  and  again  one  hears  that 
Group  some  pirate  will  attempt  to  board 
Broad's  company  (the  Belzbergs 
and  Victor  Posner  have  made 
passes  in  the  past).  While  pure 
home-builder  plays  like  U.S. 
Home  and  Pulte  Home  trade  20 
and  13  times  estimated  1986 
earnings,  respectively,  K&B  sells 
for  just  1 1.5  times. 

Broad  agrees  that  with  housing 
strong  these  days,  K&B  would 
probably  be  worth  more  as  two 
separate  companies,  home-build- 
ing and  insurance.  But  to  repel 
raiders,  Broad  last  year  created  a 
new  class  of  stock  that  reduced 
his  dividend  income  but  in- 
creased his  voting  control  from 
some  30%  to  56%.  So  forget  the 
hostile  takeover  gossip. 

Broad  is  so  confident  that  the 
life   insurance   operations  will 

  insulate  K&B  from  the  vicious 

interest  rate  cycle  that  he  has  ceded 
operating  control  to  executive  vice 
presidents  Karatz,  40,  and  Norman 
Metcalfe,  43,  who  is  also  K&B's 
chief  financial  officer.  A  wealthy 
man  at  52,  Broad  hopes  to  devote 
more  time  to  his  outside  interests, 
such  as  his  large  collection  of  con- 
temporary art.  Of  course,  he  tried 
stepping  aside  before,  in  early  1974, 
only  to  rush  back  when  K&B  nearly 
went  under. 

But  this  time  a  more  restrained  Eli 
Broad  may  actually  be  able  to  slip 
quietly  into  semiretirement.  ■ 
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"Management's  job  is  to  see  the  company  not  as  it  is. . . 

but  as  it  can  become."  —  John  W.  Teets,  Chairma 


Only  in  this  way  can  we  renew  acquiring  of  new  companies  that  rr 

our  company,  making  certain  that  the  our  15%  ROE  goal . . .  and  the  restn 

Greyhound  of  tomorrow  is  not  just  differ-  turing  of  our  mature  businesses  . . . 

ent,  but  better  than  the  Greyhound  a  winning  formula  for  revitalization. 
of  today. 


)  learn  more  about  where  the 
xind  dog  is  running  these  days, 
s  for  an  annual  report.  The  new 
xjnd  . . .  it's  getting  sleeker, 
jr,  more  defined  in  muscle  and 
And  has  been  tempered  by  fire. 


The  Greyhound  Corporation 

Greyhound  Tower,  Phoenix,  Arizona  85077 

A  $3-billion,  multi-industry  company  offering: 

•  Consumer  Products 

•  Financial  Services 

•  Services 

•  Transportation  &  Manufacturing 


PSA  plies  the  country's  most  competitive 
routes,  its  cost  structure  is  too  high,  and  it 
has  diversified  into  energy.  So  why  the  air- 
lines high-flying  market  value? 

Hostile  skies 


PSA's  Russell  Ray  (left)  and  Paul  Barkley 
"We're  not  seeking  a  merger." 


Chiysler  introduces 
the  New 
>hrysler  Capital  Corporation. 


Wfefe  starting  out  with  the 
esources  of  the  fourth  largest 
diversified  financial  services 
company  in  America. 

Tiat&  not  a  bad  place  to  start. 


Chrysler  Capital  is  the  most  dynamic  new  force  in 
less  financing. 

As  part  of  Chrysler  Financial  Corporation,  we're 
ing  out  with  nearly  $16  billion  behind  us.  We've 
he  resources  and  flexibility  to  create  the  major 
vative  solutions  to  your  complex  financial  needs  at 
pctitive  costs. 

Our  experienced  professionals  are  specialists  in 
ything  from  equipment  leasing  to  diversified 
icing  programs.  That  includes  leveraged  leasing, 
al  loans,  receivables  financing  and  lending 
ist  commercial  properties.  We  will  even  manage 


and  fund  your  leveraged  buyouts. 

And  we  can  do  it  all  quickly,  competitively  and 
completely. 

But  Chrysler  Capital  has  more  than  size  and 
flexibility  behind  it.  We're  on  the  team  that  put  together 
the  financial  program  behind  the  Chrysler  miracle,  the 
greatest  turnaround  in  modern  business  history. 

To  find  out  how  our  financial  expertise  and  resources 
can  create  new  opportunities  for  your  business,  write  to: 
Mr.  Allen  DufF,  Vice  President,  Chrysler  Capital  Corpora- 
tion, Greenwich  Office  Park  1,  Greenwich,  CT  06836. 
Or  call  an  account  representative  at  1-800-821-7700. 


Chrysler  Capital  Corporation 

The  new  major  force  in  diversified 
financial  services  to  business 


New  Issue 


85,500,000  Shares 


FIRST  AUSTRALIA 

Prime  incomF 

FUND* 


The  First  Australia  Prime  Income  Fund,  Inc. 


Common  Stock 
Price  $10  Per  Share 


Copies  of  the  Prospectus  describing  these  securities  and  the  business  of  the  Fund  may  be  obtained  from  any  of 
the  undersigned  in  States  in  which  such  underwriters  may  legally  offer  these  securities.  This  announcement  is 
neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities.  The  offer  is  made  only  by  the  Prospectus 


Prudential-Bache 

Sec  u  r  1 1  tes 

Bear,  Stearns  &  Co.  Inc. 

The  Nikko  Securities  Co. 

International.  Inc 

Alex.  Brown  &  Sons  The  First  Boston  Corporation  Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Incorporated  Securities  Corporation  Incorporated 

Goldman,  Sachs  &  Co.   Hambrecht  &  Ouist   Kidder,  Peabody  &  Co.   Lazard  Freres  &  Co.   L.  F.  Rothschild.  Unterberg.  Towbin.  Inc. 

Incorporated  Incorporated 

Salomon  Brothers  Inc      Smith  Barney,  Harris  Upham  &  Co.      Dean  Witter  Reynolds  Inc.      Thomson  McKinnon  Securities  Inc. 

Incorporated 

Allen  &  Company  A.  G.  Edwards  &  Sons,  Inc.  Oppenheimer  &  Co.,  Inc. 

Incorporated 

Advest,  Inc.  Arnhold  and  S.  Bleichroeder,  Inc.  Bateman  Eichler,  Hill  Richards  Blunt  Ellis  &  Loewi 

Incorporated  Incorporated 

Boettcher  &  Company,  Inc.  J.  C.  Bradford  &  Co.  Butcher  &  Singer  Inc.  Cowen  &  Co.  Dain  Bosworth 

Incorporated  Incorporated 

Eppler,  Guerin  &  Turner,  Inc.      First  Albany  Corporation      First  of  Michigan  Corporation      Furman  Selz  Mager  Dietz  &  Birney 

Incorporated 

Gruntal  &  Co.,  Incorporated  Hanifen,  Imhoff  Inc.  Interstate  Securities  Corporation  Janney  Montgomery  Scott  Inc. 
Josephthal  &  Co.     Kleinwort,  Benson     Ladenburg,  Thaimann  &  Co.  Inc.     Legg  Mason  Wood  Walker     McDonald  &  Company 

Incorporated  Incorporated  Incorporated  Securities,  Inc 

Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc.        Neuberger  &  Berman        The  Ohio  Company        Piper,  Jaffray  &  Hopwood 

Incorporated 

Prescott,  Ball  &  Turben,  Inc.  Richardson  Greenshields  Securities  Inc.  The  Robinson-Humphrey  Company,  Inc. 

Rothschild  Inc.  Schneider,  Bernet  &  Hickman  Stifel,  Nicolaus  &  Company  Sutro  &  Co. 

Division  of  Thomson  McKinnon  Securities  Inc  Incorporated.  Incorporated 

Swiss  Bank  Corporation  International  Securities  Inc.  Tucker,  Anthony  &  R.  L.  Day,  Inc.  Wheat,  First  Securities,  Inc. 

Anderson  &  Strudwick  Baker,  Watts  &  Co.  Birr,  Wilson  &  Co.,  Inc.  Brean  Murray,  Foster  Securities  Inc. 

Incorporated 

The  Chicago  Corporation     Doft  &  Co.,  Inc.     Evans  &  Co.     Howard,  Weil.  Labouisse,  Friedrichs     Jefferies  &  Company,  Inc. 

Incorporated  Incorporated 

Jesup  &  Lamont  Securities  Co.,  Inc.  Johnson,  Lane,  Space,  Smith  &  Co.,  Inc.  Johnston,  Lemon  &  Co. 

Incorporated 

.aidlaw  Adams  &  Peck  Inc.  The  Milwaukee  Company  Morgan,  Olmstead,  Kennedy  &  Gardner  Parker/Hunter 

incorporated  Incorporated 

arger,  Hughes  &  Co.  Raymond,  James  &  Associates,  Inc.  R.  Rowland  &  Co.  Scott  &  Stringfellow,  Inc. 

■rcorporated  Incorporated 

Swergoid,  Uhefitz  &  Sinsabaugh,  Inc.  Wedbush,  Noble,  Cooke,  Inc.  Whale  Securities  Corp. 

April  17,  1986 


:sses  in  miniskirts  and  selling 
ap  tickets  on  flights  between  San 
icisco  and  Los  Angeles.  There  are 
;e  smiles  painted  on  the  noses  of 
l's  fleet,  consistent  with  the  car- 
's motto,  "Catch  our  smile." 
fiih  deregulation,  however,  PSA 

become  just  another  price-com- 
tive  carrier  in  the  well-served  Cal- 
nia  corridor.  PSA  accounts  for 
rly  53%  of  the  passengers  in  the 
idor,  up  from  42%  in  1983,  but 
pling  fare  wars  have  prevented 
kley  from  making  money  on  that 
iressive  volume.  Last  year  PSA, 
holding  company,  earned  $27  mil- 
i  ($3.88  per  share),  virtually  all 
n  aircraft  leasing  and  sales  of  air- 
t.  Those  sales  will  all  but  elimi- 
;  lease  income  in  the  future, 
iilution:  Cut  airline  costs,  31%  of 
ch  is  labor  cost.  At  the  end  of  1984 
dey  signed  a  three-year  contract 
h  the  unions  that  represent  80%  of 

airline's  4,800  workers.  Under 
tracts  that  took  effect  in  January 
5,  workers  in  essence  agreed  to  a 
a  pay  cut  and  longer  hours,  in  re- 
l  for  15%  of  the  airline's  pretax 
:its. 

lit  even  after  the  givebacks,  PSA's 
an  employees  still  earn  more  than 
se  of  rivals  Western,  Southwest 
Continental.  Moreover,  the  new 
)r  agreement  gave  PSA's  employ- 


ees 15%  of  the  airline  subsidiary  and  a 
right  of  first  refusal  should  the  airline 
go  on  the  block.  Tough  cost-cutters 
like  Carl  Icahn  and  Frank  Lorenzo 
would  not  be  warmly  embraced. 

Under  Barkley,  PSA  diversified  into 
the  energy  business,  beginning  in 
1979.  Today  PSA's  energy  subsidiar- 
ies sell  jet  fuel  at  more  than  50  air- 
ports around  the  country  and  have 


Even  after  givebacks  in  the 
current  contract,  PSA's 
workers  earn  more  than 
those  of  rivals.  Moreover, 
they  own  1 5%  of  the  airline 
subsidiary  and  have  first 
refusal  should  PSA  go  on 
the  block.  Tough  cost- 
cutters  like  Carl  Icahn  and 
Frank  Lorenzo  would  not  be 
warmly  embraced. 


reserves  of  1.4  million  barrels  of  oil 
and  52  million  cubic  feet  of  natural 
gas.  But  with  oil  at  $14  a  barrel  and 
the  downsizing  of  Braniff,  a  big  jet  fuel 
customer,  PSA's  energy  business,  too, 
is  losing  money. 

Barkley  puts  a  brave  face  on  this 
adversity.  "The  fundamentals  are  bet- 
ter than  they've  been  in  the  20  years 
I've  been  with  PSA,"  he  says.  Declin- 


ing interest  rates  and  oil  prices,  he 
contends,  will  reduce  overhead  and 
stimulate  business  and  pleasure  trav- 
el. Terrorism  abroad  will  boost  sum- 
mer traffic  as  Americans  stay  home. 

Lasi  fall  Barkley  began  offering 
flights  every  half-hour  on  weekdays 
from  Los  Angeles  to  San  Francisco,  to 
shake  off  competition  on  PSA's  most 
crucial  routes.  Barkley  and  Russell 
Ray,  the  airline's  new  president,  are 
expanding  service  to  such  under- 
served  California  bedroom  communi- 
ties as  fast-growing  Concord,  in  the 
Bay  area,  and  Monterey.  They  are  also 
scrutinizing  PSA's  cargo  business. 
Cargo,  says  Ray,  now  accounts  for  less 
than  1%  of  total  revenues.  He  hopes  it 
will  soon  rise  to  5%.  That  is  probably 
a  realistic  goal,  since  PSA's  passen- 
gers— most  of  them  business  travel- 
ers— rarely  check  baggage,  leaving 
PSA  with  cargo  space  to  fly  fish  and 
flowers  from  the  Northwest  and  pack- 
ages and  intercompany  mail  between 
Los  Angeles  and  the  Bay  area. 

If  Barkley  can  do  all  this,  couldn't 
an  acquirer?  "We  don't  necessarily  fit 
with  some  other  carriers,"  says  Bark- 
ley, repeating  his  defense.  "We  are 
specialists  in  the  high-frequency 
short-haul  business."  But  if  Barkley 
cannot  make  money  on  that  special- 
ty, the  only  smiles  around  will  be 
those  painted  on  PSA's  planes.  ■ 


jUCtC  Presents 


OICA'S  GREATEST  STORYTELLERS,.. TO  GO! 


THE 

COLLECTION 
OF  GREAT  FICTION 


SHORT  STORIES  BY. 


SHAW 

UPDIKE  . 

STEINBECK 

MALAMUD 

ROTH 

JONES 

MILLER  . 

DE  LILLO 

VONNEGUT 

SINGER  t 

FITZGERALD 

CALDWELL 

MAILER 


Introducing  "The  Esquire  Collec- 
tion of  Great  Fiction.' '  Short 
stories  by  Kurt  Vonnegut,  John 
Updike,  Norman  Mailer,  and  10 
more  world  famous  authors  on 
6  convenient  audio-cassettes. 

Run  with  them.  Commute 
with  them.  Cook  with  them. 
Relax  and  enjoy  them  anytime, 
anywhere.  The  stories  are  nar- 
rated unabridged  so  that  their 
beauty  may  be  fully  appreciated. 

An  incredible  value.  The  cost  is 
only  $29.95!-a  savings  of  37% 
off  the  single-tape  price.  And 
that  price  includes  a  handsome 
and  durable  carrying  case! 


Listen  to  classic  stories  by  these 
great  authors: 


JOHN  UPDIKE 
PHILIP  ROTH 
JOHN  STEINBECK 
F.  SCOTT  FITZGERALD 
ARTHUR  MILLER 
IRWIN  SHAW 
ERSKINE  CALDWELL 


NORMAN  MAILER 
KURT  VONNEGUT 
ISAAC  BASHEVIS 

SINGER 
JAMES  JONES 
BERNARD  MALAMUD 
DON  DeLILLO 


Discover  this  exciting  new 
way  to  "read."  Esquire's  listening 
library  is  a  wonderful  way  to 
enjoy  great  fiction  when  reading 
is  inconvenient  or  impossible. 
Entertainment  from  great  names 
in  literature  brought  to  you  by  a 
great  name  in  publishing— Esquire. 


Mail lo  ESQUIRE. P0  Box 648, Holmes, PA  19043 

□  Please  send  me  sets  of  "The  Esquire  Collection  ol  Great  Fiction"  Six  audio-cassettes  featuring  the  work  of 

13  great  American  writers  Only  $29  95  per  sel  plus  $2  50  postage  and  handling  lor  each  set  And  all  tapes  are 
guaranteed  tor  life 


I J  My  check  is  enclosed  (NY  and  PA  residents  please  add  applicable  sales  tax ) 
:  I  Charge  my 

I  American  Express   I  I  MasterCard   I  ]  Visa  mamE  


Signature. 
Exp  Date- 


(Required  (or  all  credil  earn  orrjersl 


ADDRESS- 
CITY  


Accounl  #_ 


STATE. 


-  ZIP_ 


F04 


Order  by  credit  card:  call  TOLL  FREE  1-800-345-8112.  (8  am  to  11  pm  EST) 
(PA  residents:  1-800-662  2444). 


ESQUIRE  GUARANTEE:  If  any  tape  fails  due  to  quality  of  materials  or  workmanship. 
Esquire  will  replace  the  tape  FREE. ..FOREVER. 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Ever  been  in  a  groupie  house?  Clever  de- 
velopers have  now  come  up  with  new  ways 
for  vacationers  to  own  a  piece  of  a  vaca- 
tion hideaway  for  only  a  piece  of  the  price 
And  still  have  privacy  and  owner's  rights. 

A  little  bit 
of  heaven 


that  demand  for  vacation  options  th 
fall  between  the  $10,000  time-sha 
and  the  $200,000  condo,  Spectrum  I 
gan  offering  quarter  shares.  Each  ow 
er  has  a  separate  deed  and  25%  int< 
est  in  the  property  and  the  right  to  u 
it  13  weeks  every  year. 

Use  is  allocated  on  a  rotating  bas 
Each  owner  takes  one  week  in  fan 
ary,  the  down  season  on  Hilton  He£ 
and  two  consecutive  weeks  every  $ 
weeks  throughout  the  rest  of  the  ye; 
(Some  quarter  shares  are  sold  in  thrt 
month  blocks,  however.) 

The  project,  Brigantine  Quarters 
Shipyard  Plantation,  went  on  t 
market  about  two  years  ago.  The  h 
of  the  183  quarter  shares  (in  46  uni 
will  close  early  this  summer.  Sp< 
trum  expects  to  break  ground  for  a 
other  160-unit  (640  quarters)  develc 
ment,  Planters  Quarters,  located 
Port  Royal  Resort  by  November. 

"I've  always  had  in  the  back  of  r 
mind  the  idea  of  getting  a  group 
friends  together  to  acquire  a  propei 
and  time-share  it  ourselves,"  sa 
Jack  Boyd,  a  retired  high  school  pri 
cipal  from  Toronto  who  bought  in 


By  Mary  Kuntz 


A decent  vacation  hideaway 
can  easily  run  $200,000  or 
b  more  these  days,  a  sum  that  is 
hard  for  many  to  justify,  especially  if 
you  use  it  just  a  few  weeks  a  year. 

But  how  about  buying  only  a  por- 
tion of  a  vacation  home,  which  you 
are  then  entitled  to  use  only  a  portion 
of  the  time?  The  idea — akin  to  time- 
sharing but  limited  to  a  handful  of 
buyers — is  called  fractional  owner- 
ship. The  fractions  are  sold  in  tenths 
to  quarters,  instead  of  the  V52  slices 
common  with  time-shares.  You  can 
now  buy  fractional  shares  in  winter 
resorts  from  New  England  to  Colora- 
do and  Sunbelt  communities  from 
Texas  to  South  Carolina,  and  the  prac- 
tice is  growing. 

Let's  look  at  how  the  idea  works  at 
one  of  America's  favorite  family  play- 
grounds, Hilton  Head,  S.C.  Crammed 
onto  the  island's  42  square  miles  are 
almost  20  golf  courses,  over  300  ten- 
nis courts  and  miles  of  prime  beach- 
front, much  of  that  tucked  into  a  se- 
ries of  "plantations"  or  private  resort 
developments.  Seven  or  eight  years 
ago  a  two-bedroom  condo  with  beach, 
golf  and  tennis  rights  could  have  been 
had  for  about  $85,000.  Today  the 
same  unit  sells  for  over  $200,000. 

But  according  to  the  Spectrum 
Group,  Inc.,  an  Atlanta  developer, 
over  half  the  Hilton  Head  condos  sold 
in  that  range  last  year  were  bought  by 
privately  formed  partnerships  rather 
than  by  individuals.  So,  in  response  to 


Hilton  Head  Imrbor,  with  Daufuskie  Islatui  in  the  background 
More  ways  of  buying  in,  part-time. 


antine  last  year  instead,  for  about 
000.  But  unlike  buyers  who  get 
ther  with  friends,  Boyd  has  no 
onsibility  for  his  three  co-owners, 
ey  default  on  their  mortgage  pay- 
its,  the  bank  has  recourse  only  to 
r  shares,  not  Boyd's.  He  doesn't 
;  to  worry  about  who  pays  the 
,  chooses  the  furniture  or  fixes 
burst  pipe  in  January.  Manage- 
t  takes  care  of  that — for  a  fee,  of 
se.  A  maintenance  contract  cost- 
;ach  share  owner  $2,000  per  year 
s  care  of  taxes,  insurance,  upkeep, 
iture  replacement  and  even  deliv- 
}f  clean  linen  and  towels, 
ich  1,200-square-foot  unit  at  Brig- 
le  comes  fully  furnished,  down  to 
VCR  and  bicycles.  As  an  owner, 
1  can  use  the  beach,  golf  and  ten- 
acilities  for  $65  per  week, 
le  elimination  of  the  usual  part- 
hip  hassles,  however,  has  a  fur- 
price.  Boyd's  condo,  which  over- 


Chdteau  Domaine  in  the  Loire  Valley 
One  way  to  lock  in  vacation  costs. 


William  and  Jeannine  Stimmel 
Every  July, forever, for  $  1 9,000. 


looks  a  lagoon  and  the  golf  course, 
would  sell  for  around  $200,000  on  a 
whole-ownership  basis.  But  instead  of 
closing  one  sale  per  unit,  the  market- 
er, Russell  Brown  of  Russell  E.  Brown 
&  Associates,  has  to  close  four.  That 
costs  more  money  and  adds  a  10% 
premium  to  the  price  of  the  shares. 
Brown  estimates  that  his  marketing 
costs  run  from  15%  to  25%  of  the 
purchase  price  per  share,  compared 
with  30%  to  50%  for  a  weekly  time- 
share  and  8%  to  15%  on  a  whole- 
ownership  condo. 

Although  fractional  ownership 
works  like  time-sharing,  it  isn't  mar- 
keted that  way.  Small  wonder,  as 
time-sharing  has  seen  more  than  its 


share  of  abuses.  To  avoid  being  tarred 
by  the  time-sharing  brush,  Russell 
Brown  salespeople  pitch  ownership 
instead  of  a  fixed-price  vacation. 

Some  people,  though,  buy  precisely 
because  they  do  compare  it  with  a 
weekly  time-share.  William  Stimmel, 
a  vice  president  with  Mellon  Bank  in 
Pittsburgh,  and  his  wife,  Jeannine, 
have  spent  eight  of  the  last  nine  sum- 
mers on  Hilton  Head.  Every  year  they 
paid  more  for  their  monthly  rental, 
which  would  have  cost  over  $2,700 
this  year.  "We  looked  at  some  of  the 
time-share  units  from  time  to  time," 
says  Stimmel.  "I  thought  they  were 
pretty  pricey  for  a  week  or  two."  A 
time-share  in  a  comparable  unit  in  the 
same  plantation  as  Brigantine  would 
have  cost  Stimmel  $60,000  for  the 
four  weeks  of  July.  Instead  he  bought 
a  seasonal  quarter  share  with  two  oth- 
er couples — one-third  of  a  one-quarter 
share,  or  a  twelfth,  if  you  will.  He  paid 
only  $19,000  for  the  month  of  July, 
while  his  partners  took  August  and 
September.  His  mortgage  costs  him 
roughly  $1,800  per  year,  and  the  ser- 
vice fees  add  another  $600. 

Any  weeks  the  Stimmels  don't  use 
can  be  placed  in  a  rental  pool  for  a 
commission  of  30% .  And  Resort  Con- 
dominiums International  will  accept 
weeks  at  Brigantine  in  its  time-share 
exchange  program. 

Hilton  Head  wasn't  the  first  resort 
to  offer  fractional  ownership.  Gordon 
McMahon,  a  developer  in  the  Califor- 
nia resort  community  of  Northstar  at 
Tahoe,  has  sold  seven  homes  to  48 
owners  since  1982.  He  tried  fifths  and 
tenths  and  finally  hit  on  sevenths  as 
the  right  fraction  for  his  market. 

A  one-seventh  share  in  the  de- 
tached, four-bedroom  houses  ranges 
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THI  GULF  BETWEEN  BMW  AND  ITS  MANY  WOULI 


Driving  enthusiasts  have  neverfound 
it  difficult  to  distinguish  between  the  per- 
formance of  BIVIW's  smallest  sport  sedan 
and  the  facsimiles  offered  by  its  rivals. 

Now,  this  same  task  can  be  accom- 
plished by  anyone  with  even  the  most  ru- 
dimentary knowledge  of  arithmetic. 


Because,  while  most  of  its  competi- 
tors are  powered  by  four  cylinders,  every 
model  in  BMW's  newly  expanded  325 
Series-from  the  $19,560*  325  to 
the  $21 ,950*  325es  (shown  here)  to  the 
$22,650*  325e— is  powered  by  six. 

BMW's  renowned  6-cylinder  Eta 


design.  A  fuel-injected  power  plar 
pronounced  bias  toward  producir 
high  torque  at  low  engine  speeds 
sound  "like  an  expensive  aircraft  j 
(Car  and  Driver). 

All  of  which  is  further  enhai 
BMW's  fully-independent  suspen 


110RS  CAN  NOW  BE  measured  in  cylinders. 


in  by  BMW's  ABS  anti-lock 
tern— standard  on  all  BMW's. 
Rurally  the  high  performance 
325  Series  is  matched  by  the 
II  within.  Replete  as  it  is 
anti-theft  radio,  sunroof,  elec- 
s,  and  central  locking. 

nged  through  your  authorized  U  S  BMW  dealer 


All  told,  the  BMW  325  Series  is  avail 
able  in  three  configurations:  The  325, 
whose  array  of  standard  features  makes 
other  sport  sedans  seem  underprivileged. 
The  325es  sports  package  with  limited- 
slip  differential,  front  air  dam,  rear  spoiler 
and  sports  suspension.  And  the  325e 


luxury  package  with  leather,  electric  sun- 
roof, and  high-performance  sound  system. 

Comprehensive  leasing  is 
available  at  oarticipating 
BMW  dealers  through  the  BMWl1 
Credit  Corporation. 
THE  ULTIMATE  DRIVING  MACHINE. 


from  $80,000  to  $110,000.  The 
$4,200-per-year  management  fee  cov- 
ers taxes,  insurance,  maintenance, 
utilities,  housekeeping  and  upkeep  on 
the  Jeep  Wagoneer  that  comes  with 
each  unit.  The  Northstar  resort  offers 
golf,  tennis,  swimming  and  skiing. 

McMahon  has  five  more  houses  un- 
der construction  at  Tahoe,  and  he 
plans  to  expand  into  other  California 
resort  areas. 

In  Beaver  Creek,  Colo.,  Vail  Asso- 
ciates sold  a  third  of  its  Park  Plaza 


units  in  tenth  shares  in  13  months. 
Paying  $40,000  to  $200,000,  depend- 
ing on  weeks  selected  and  size  of  unit, 
owners  get  a  one-tenth  ownership 
share,  entitling  them  to  two  fixed 
winter  weeks  and  three  floating 
weeks,  in  the  off-season.  A  compara- 
ble two-bedroom  condo  in  the  area 
would  cost  between  a  quarter-million 
and  a  half-million  dollars;  a  winter 
week  at  Poste  Montane,  an  adjacent 
time-share  development  built  by  Vail 
Associates,  costs  about  $24,000. 


Having  it  all,  sort  of 


A half-mile  off  the  southwestern 
end  of  Hilton  Head,  accessible 
only  by  boat,  is  Daufuskie  Island, 
best  known  as  the  setting  of  Pat 
Conroy's  The  Water  Is  Wide.  The 
book,  made  into  a  movie  starring 
Jon  Voight,  recounts  the  author's 
experience  as  a  schoolteacher  on 
this  isolated  island,  where  locals 
even  spoke  a  different  language 
(Gullah,  an  old  slave  dialect). 

The  old  mansions  are  long  gone, 
and  the  cotton  fields  reverted  to 
dense  semitropical  undergrowth, 
but  Daufuskie  is  rising  again.  The 
Melrose  Co.  is  already  clearing 
land  for  a  plush  country  club. 

The  club  offers  an  unusual  form 
of  ownership.  Technically,  it's 
called  an  undivided  resort  interest. 
You  buy  a  piece  of  the  entire  re- 
sort— 50  hotel  rooms,  100  beach 
cottages,  Jack  Nicklaus-designed 
golf  course,  horse  riding  stables, 
Stan  Smith  tennis  center,  lodge, 
several  restaurants,  the  whole  en- 
chilada. Each  owner  is  guaranteed 
at  least  four  weeks'  accommoda- 
tion a  year  at  Melrose,  at  least  two 
of  them  in  the  summer.  More  time 
may  be  available,  depending  on 
how  often  members  show  up.  (Af- 
ter all  shares  are  sold,  there  should 
be  450  more  time  units  available 
than  there  are  members.) 

When  the  300-acre  Melrose  Club 
opens  next  year,  its  developers 
hope  to  have  sold  1,000  of  the 
1,500  memberships.  Originally 
priced  at  $36,000,  and  currently 
selling  for  $45,000,  memberships 
are  slated  to  go  up  to  $60,000  by 
opening  day. 

The  ratio  of  memberships  to 
units  (hotel  rooms  and  cottages)  is 
about  10  to-1.  When  members 
don  t  fully  occupy  the  rooms,  the 
management  will  liberalize  guest 
policy  iather  than  let  in  the  general 
public.  Facilities,  including  food 


and  lodging,  will  be  at  cost  ($30  to 
$40  per  night  per  room  or  cottage). 
Club  dues  will  run  $1,850  per  year. 

A  list  of  investors  and  members 
includes  Jack  Stephens,  chairman 
of  the  Little  Rock  investment 
banking  firm  Stephens,  Inc.;  for- 
mer ITT  chief  Harold  S.  Geneen; 
and  IBM  Chairman  John  Akers. 

Melrose  has  at  least  one  role 
model,  the  Warner  Springs  Ranch, 
an  hour  northeast  of  San  Diego. 


Bill  Nation/Picture  Group 


Water  aerobics  at  Warner  Springs 
Lots  of  lead  time,  lots  of  capital. 


Once  a  retreat  for  politicians  and 
movie  stars,  the  resort  had  fallen 
on  hard  times  when  Cal  Rossi,  who 
converted  an  old  mansion  into  the 
Stanford  Court  Hotel  in  San  Fran- 
cisco, bought  it  in  1979.  Warner 
Springs  now  has  a  PGA-rated  golf 
course,  pools,  horses,  tennis,  its 
own  airstrip,  movie  theater  and 
natural  hot  springs.  Two  thousand 
ownership  shares,  now  priced  at 
$38,000,  went  on  sale  in  March 
1984;  about  half  have  been  sold. 

Developing  a  resort  this  way  re- 
quires lots  of  lead  time  and  lots  of 
capital.  The  Melrose  investors  and 
partners,  for  example,  don't  expect 
to  make  any  money  on  the  club 
memberships.  Their  profits  will 
come  from  the  other  300  acres  to 
be  sold  as  private  homesites  to 
Melrose  members  for  $40,000  to 
$350,000  each.— M.K. 


If  ten  weeks,  or  even  five  weeks 
more  time  than  you  want  to  spenc 
the  same  resort  every  year,  then  y 
may  want  to  consider  a  weekly  tirl 
share.  Though  much  abused,  i 
time-sharing  concept  nonethel 
continues  to  thrive.  In  1985  $1.5  I 
lion  worth  of  time-shares  were  sold 
the  U.S.  Tighter  regulation  and  1 
entrance  of  big  developers  like  Mai 
ott  and  Sheraton  have  helped  deod 
ize  the  industry,  but  it  is  still  plagi 
by  undercapitalized  and  even  fraui 
lent  developers. 

Nowadays,  time-shares  come 
two  types.  According  to  the  Natioi 
Timesharing  Council,  the  most  co 
mon  is  fee  ownership,  accounting 
about  80%  of  time-shares  sold.  Urn 
this  plan,  you  actually  own  a  fracti 
of  the  property  and  can  transfer  ti 
as  you  could  with  any  other  real 
tate.  Usually,  your  ownership  is  li 
ited  to  a  specific  unit  and  a  speci 
time  each  year. 

On  the  other  hand,  a  right-to-i 
plan  buys  use  of  the  accommodati 
during  a  particular  week  for  a  spe 
fied  number  of  years.  Period.  Af 
that,  all  rights  revert  to  the  own 
Right-to-use  time-shares  are  usua 
cheaper  but  often  restrict  your  righl 
rent  or  transfer  ownership.  Tin 
shares  let  you  lock  in  the  price  of  y< 
vacation  far  into  the  future  and  can 
found  at  almost  any  resort  develi 
ment,  as  well  as  some  less  lik 
places.  For  example,  Sysmark,  S.A 
Paris  developer,  is  offering  30-y 
right-to-use  time-shares  in  the  16 
century  Chateau  Domaine  in  i 
Loire  Valley.  Shares,  availa 
through  Club  Chateau  Domai 
which  is  incorporated  in  Delawa 
sell  for  $3,500  to  $21,000  per  we 
depending  on  size  of  unit  and  seas 
selected.  And  anyone  who  tires  o 
week  in  France  can  trade  for  a  wc 
somewhere  else  through  Interval 
ternational,  an  exchange  network  li 
ing  over  545  resorts  around  the  woi 

But  remember,  a  right-to-use  tin 
share  is  hardly  a  liquid  investment 
you  have  to  sell,  don't  expect  to  | 
back  what  you  paid,  never  mind  re 
ize  a  profit.  That's  partly  because  m 
keting  costs  typically  run  from  3( 
to  50%  of  the  sales  price,  making 
preciation  unlikely. 

Fractional  ownership,  on  the  otl 
hand,  is  a  fairly  new  product  with( 
much  resale  history.  But  with  lov 
marketing  costs  built  in,  the  cham 
of  recovering  your  investment, 
even  a  profit,  should  be  better. 

In  any  case,  owning  a  piece  of  ( 
rock  can  be  a  lot  better  than  not  ov 
ing  anything  at  all. 
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GIVE  HER  A  DIAMOND  TO  INFLAME  HER  SENSES. 


Every  quality  diamond  of  a 
or  more  is  one  of  natures  rarest 
nost  exquisite  phenomena  — 
more  fire;  more  sparkle  and 
illation. 

Each  is  a  visible  reflection  of 
Unique  in  all  the  world; 


possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4C's:  Cut;  Color,  Clarity  and 
Carat-weight.  These  determine  the 
value  of  a  diamond  — and  to  an 
astonishing  degree;  the  beauty  and 
value  of  your  jewelry 


Your  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful; 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


g  shown  features 

y  diamond  of  2.03  carats. 


A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE. 
AFIRE  RARELY  SEEN. 


Transportation. 

Wherever  it  goes,  we'll  be  a  part  of  it. 
Because  the  future  belongs  to  those 
who  stay  a  step  ahead— to  Eaton. 


F:T*N 

Growing  into  the  future. 

Automotive  •  Electronics  •  Defense  •  Capital  Goods 


Edited  by  Jeffrey  A.  Trachtenberg 


Though  their  talent  comes  relatively  cheap, 
successful  athletes  can  get  benched  by 
Madison  Avenue.  Jocks  tend  to  get  busted, 
lose  a  step,  and  (gad)  even  marry. 

Broadway  Joe 
doesnt  sell 
here  anymore 


By  Gary  Slutsker 


Joe  Namath's  sexy,  wink-and- 
a-smile,  swinging-bachelor  ads 
and  commercials  were  classics 
that  endured  even  after  his  flashy  ca- 
reer as  the  New  York  Jets'  quarter- 
back spanning  the  years  1965-77. 
Whether  he  was  "taking  it  all  off"  for 
Noxzema  shave  cream,  putting  his 
feet  up  for  La-Z-Boy,  or  wowing  the 
women  with  a  splash  of  Brut  cologne, 
the  Namath  message  was  clear:  Use 
the  product  and  get  the  girls. 

As  marketing  tools  for  reaching 
youthful  consumers  of  both  sexes  at 
the  vanguard  of  the  sexual  revolution, 
few  of  Madison  Avenue's  male  sex 
symbols  had  as  much  selling  power  as 
the  self-confident,  glamorous  football 
star.  Namath's  playboy  character — 
and  the  company's  shift  to  mass-mar- 
ket distribution  and  new  products — 
boosted  Brut's  sales  for  years,  says 
Daniel  Manella,  Faberge's  chairman, 


who  took  over  in  1984. 

Even  so,  Faberge  Inc.,  which  makes 
Brut,  may  have  been  more  than  a  bit 
star-struck  in  1978  when  it  signed 
Namath  to  a  ten-year  contract  at 
about  $250,000  a  year  after 
using  Jimmy  Connors  and 
Muhammad  Ali  in  earlier 
spots.  Joe's  appeal,  it  turns 
out,  was  strongest  only  as 
long  as  he  was  a  guy  on  the 
prowl.  Namath,  43,  is  now 
married  and  the  father  of  a 
baby  daughter.  Just  as  bad 
for  his  macho  image,  Joe 
has  recently  been  booted 
out  of  the  ABC  Monday 

Night    Football  broadcast   

booth,  his  most  recent  chance  at  valu- 
able, and  marketable,  national  expo- 
sure. The  result:  Namath's  value  as  a 
celebrity  has  fallen  to  the  point  where 
even  his  signature  underwear  collec- 
tion is  in  danger  of  being  discontin- 
ued. He  declined  to  chat  with  Forbes. 


QB  Joe  Namath 


As  celebrities  go,  sports  figures  an 
relative  bargain.  "For  the  majority 
team-sport  athletes,  if  they  receij 
$50,000  for  a  national  TV  comnn 
cial,  they're  doing  pretty  well,"  sal 
Peter  Johnson,  vice  president  of  Inu 
national  Management  Group 
Cleveland,  which  represents  su 
people  as  Arnold  Palmer  and  Marti] 
Navratilova.  A  film  star  like  Jam 
Garner  or  a  top  fashion  model  li 
Christie  Brinkley,  on  the  other  hai 
might  fetch  at  least  $1  million  for  t 
same  camera  time. 

The  logic  of  hiring  big-name  at 
letes  seems  compelling  at  first  blus 
After  all,  they  are  "winners,"  so  t] 
products  they  endorse  must  be  wi 
ners.  Moreover,  they  usually  exu 
good  health,  and  for  many  produc 
these  days  that,  too,  is  a  key  selli 
point.  Still,  it  doesn't  always  woi 
Remember  Olympic  swimming  go 
medalist  Mark  Spitz?  When  he  final 
climbed  out  of  the  pool,  his  fa 
seemed  to  be  everywhere.  Ultimate] 
Spitz'  overexposure  in  the  media  ai 
naked  ambition  destroyed  his  ima 
as  a  credible  marketing  personality 
Even  when  athletes  gain  a  truly  r 
tional  following — such  as  pro  fa 
ball's  William  (The  Refrigerator)  P< 
ry — it  is  rare  for  their  appeal  to  outli 
hter/Focusonspom   xhzix    sports    career.  J 
course,  there  are  notal 
exceptions:  golfer  Amc 
Palmer,     race-car  dri\ 
Jackie    Stewart    and  p 
footballer  Merlin  Olsen, 
name  three. 

Joe  Namath's  fall  ho 
commercial  grace  is  mc 
typical.  Today  he  has  ti 
years  left  on  his  Fabei 
contract  and  hasn't  mad< 
Brut  commercial  since 
married.  In  fact,  Faberge's  sal 
16%  since  J 


got 

have  actually  grown 
disappeared. 

Without  Faberge,  Namath's  or 
substantial  long-term  promotional] 
lationship  is  with  Hamilton  Beac 
which  started  using  him  in  1972 


Mi  -  Bi  Jeff  McN» 


'J" 


-second  Faberge  Brut  commercial. 


Do  married,  men  have  less  sex  appeal? 


MlttHUVi.MlitSttOni* 
AFTII  AKTIMiWO. 


c/-\r>  ore   nrxTC  T  1Qf 


<  popcorn  poppers  and  recently 
wed  his  contract  for  another  year 
ash  coffeemakers.  Not  that  Na- 
1  is  going  broke.  Reportedly,  he 
still  collect  nearly  $1  million  on 
borted  ABC  contract,  $250,000  a 
for  the  next  two  years  from  Fa- 
;  and  about  $  100,000  a  year  on  his 
ilton  Beach  contract.  And  he  has 
aged  to  sign  on  with  local  compa- 
like  Gulfstream  Park,  a  horse 
:  north  of  Miami, 
imath's  new,  and  somewhat 
e  image,  a  sort  of  athletic  after- 
,  probably  explains  why  he  is 
y  paid  to  appear  alone  in  adver- 
lents  these  days.  Currently  he  is 
)f  37  personalities  pitching  Greek 
sm,  and  he  is  among  the  gang  of 
liar  faces  raving  about  the  news- 
r  USA  Today. 

[vertisers  who  want  sports  figures 
:  those  who  rank  high  in  surveys 


that  measure  likability  and  recogniz- 
ability.  On  those  scales  Namath 
scores  far  better  than,  say,  former 
Olympic  decathlon  star  Bruce  Jenner. 
While  recognized  by  93%  of  adults, 
Joe  is  viewed  as  a  "favorite"  by  only 
16%  of  adults  who  know  who  he  is, 
says  Steve  Levitt,  whose  company, 
Marketing  Evaluation-TVQ,  Inc.  of 
Port  Washington,  N.Y.,  conducts  an 
annual  survey  of  the  public's  attitude 
toward  over  1,100  celebrities. 

Still,  by  comparison,  Olympic  gold 
medal  gymnast  Mary  Lou  Retton  is 
twice  as  popular  as  Namath  among 
consumers.  That  explains  why  she 
was  last  year's  most  popular  sports 
figure  as  measured  by  TVQ  Personal- 
ity ratings.  Even  among  adult  men — 
Namath's  strongest  audience — Broad- 
way Joe  is  far  less  popular  than  sports 
figures  like  Retton,  basketball's  Mag- 
ic Johnson  and  Larry  Bird,  hockey's 


Wayne  Gretzky,  and  pro  football's 
Dan  Marino  and  Joe  Montana.  Na- 
math is  even  less  popular  when  com- 
pared to  celebrities  of  all  types.  Clint 
Eastwood,  for  example,  is  rated  three 
times  as  likable. 

Though  Broadway  Joe  is  no  longer 
the  powerful  ad  figure  of  old,  we  have 
certainly  not  seen  the  last  of  him.  He 
is  currently  finishing  a  fitness  book — 
odd  for  a  man  with  two  badly  dam- 
aged knees  and  whose  attitude  toward 
exercise  seemed  blase  at  best  when  he 
was  a  player. 

"With  or  without  Monday  Night 
Football,  he  remains  a  sports  legend," 
says  George  Lois,  head  of  Lois,  Pitts, 
Gershon,  Pon-GGK,  the  ad  agency 
that  used  him  in  the  USA  Today  and 
Greek  travel  campaigns.  "The  fact 
that  he's  now  married  and  has  a  kid, 
though,  means  I  sure  wouldn't  use 
him  as  a  high  liver  anymore." 


m!  bye  to 

i  Marlboro  Alan 

id  good-bye,  too,  to  the  classic 
Madison  Avenue  cigarette  cam- 
l— the  smoking  slogans  that  na- 
il advertising  made  part  of  our 
.  "Lucky  Strike  means  fine  tobac- 
"I'd  walk  a  mile  for  a  Camel." 
1  for  Philip  Morris."  Unlike  Tar- 
i  smokers,  tobacco  advertisers 
id  rather  switch  than  fight. 


With  unit  sales  slipping  to  594  bil- 
lion in  1985,  from  600  billion  in  1984, 
the  major  cigarette  companies  are 
steadily  abandoning  national  maga- 
zine advertising.  They  are  replacing  it 
with  discount  coupons,  sponsorship 
of  sports  events,  point  of  sale  displays 
and  more  sharply  focused  promotion- 
al devices.  The  new  marketing  strate- 


gy is  a  dramatic  shift  away  from  win- 
ning new  smokers  and  toward  retain- 
ing those  who  already  have  the  habit. 

By  year-end  a  projected  $50  million 
in  advertising  revenue,  12%  of  last 
year's  $434  million  tobacco  print  bud- 
get, will  be  drained  from  the  country's 
major  magazines  if  the  current  two- 
year  trend  continues.  For  hapless 


■ette  ads  from  the  1930s 

i  earlier,  more  innocent  age,  cigarette  companies  could  promise 
tst  anything — a  way  to  stay  thin,  avoid  colds  or  have  more  pep. 

Culver  Pirmres  Brown  Brothers 


Culver  Pictures 


CamfltU  17771844) 


Reach 
for  a 


t's  toasted" 
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THIS  IS  KIOWX 

BY 

afout  PHILIP  MORRIS 


8S& 


YOU'LL  enjoy  this  pleasing 
"Energizing  Effect" 


«1  youx   *[■■'•   of    natural  energy  Vmn.  )i.  ({wilting  — 
i»p  Kiel.  "Qi.impiocuhip  trrtnii  it  one  of  (he 

Thi»  e\perki>ce,  lonfl  known  to  fawvaf  nimtim  MAI  After  feM 

tim\  unolif-Ti,  Jut  ntr%  been  tircv  five  *ti\  f/tm  MOMttan  <crl  ibjt  you 

finer!  b]  ■  limout  New  Yuri  re-  jutt  cu't  i*kt   h.  •  »tep.   I  "...  . 

■rvh    lihorilory.    Oinrl    uiinktn  when  i  Onut  uici-i  I.I. ,   »  ■■  .1 M   (hem 

»  puticivc  "energising  eftm"  dolbrv  Nm  only  iow  ilie  rich.  *>**■     IX PI 

.■  heilillful  and  Jcllpluful  Nhw  low  fngtami'  iipptsl  10  my  latfc,  hut  Mm 


So.  whint-vcf  you  »j«  ■  "lifi," 

«  *muke  *  Qml  \  <mi  am  »mo*;c 
hoi  ihc  fWr,  MO  Hi'. 
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CAMEL'S 
Costlier  Tobaccos 
never  gel  on 
vour  Nerves  /•.  4 

 x  ^PgA. 


ft 


1f  "Get  a  LIS 
with  a  Camel !' 
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If  you  smoke 

please  rn  (  urlton. 


10* 
\00s  , 


The  13  pages  of  cigarette  ads  in  the  May  1986  issue  of  Cosmopolitan 
It  adds  up  to  an  estimated  $620,000  in  revenue. 


sales  reps,  it  is  a  familiar  and  depress- 
ing story.  Last  year  the  tobacco  com- 
panies bought  $375  million  worth  of 
space  in  national  magazines,  a  12% 
decline  against  1984  spending.  This 
year  the  cutbacks  are  already  even 
more  pronounced — spending  through 
Mar.  1  was  only  $51  million,  a  14% 
drop  compared  with  the  same  period 
in  1985.  Among  those  hit  are  some  of 
the  most  prestigious  publications  in 
the  country.  Newsweek's  tobacco  ad 
revenue  dropped  41%,  to  $2  million,* 
in  the  first  two  months  of  1986,  com- 
pared with  the  same  period  a  year  ago. 
Time's  cigarette  advertising  was  down 
33%,  to  $3.5  million.* 

The  reasons  are  plain  enough.  Unit 
sales  of  cigarettes  have  fallen  7%  in 
the  last  four  years  amid  a  growing, 
nationwide  antismoking  clamor.  The 
powerful  American  Medical  Associa- 
tion, for  example,  has  now  joined  an 
already  strong  Washington  lobby  to 
ban  cigarette  advertising.  But  some 
authorities,  including  Professor  Fred 
Aman  of  Cornell  Law  School,  ques- 
tion whether  such  a  ban  would  be 
constitutional  as  long  as  cigarettes  are 
sold  legally. 

"Magazines  that  rely  heavily  on 
cigarette  advertising  are  just  going  to 
have  to  find  other  sources  of  revenue. 
1  u  k  you're  going  to  see  it  legislated 
out  of  mass  media  advertising,"  says 
Roger  Tremblay,  associate  publisher 
of  Texas  M- >n:blv,  the  successful  re- 

*  As  measured  by  0)e  Publidjen  Information  Bureau 


gional  magazine,  which  has  seen  its 
tobacco  ad  pages  drop  65%  in  the  last 
few  years. 

Among  the  hardest  hit  will  be  the 
women's  magazines,  some  of  which 
pull  as  much  as  14%  of  their  ad  reve- 
nues from  the  tobacco  industry. 

Where  will  the  marketing  money 
go  now?  Much  of  it  will  sponsor  pro- 
motional activities  like  the  Virginia 
Slims  Tennis  Tournament  and  the 
Marlboro  Country  Music  Festival. 
The  tobacco  companies  are  also  using 
dollars-off  coupons  printed  on  the 
back  of  cigarette  packages.  R.J.  Reyn- 
olds Tobacco,  the  market  leader,  gave 
a  $2  coupon  last  year  to  smokers  who 
bought  a  carton  of  Winston,  Vantage, 
More,  Now,  Sterling,  Camel  or  Cen- 
tury cigarettes. 

Thomas  Sandefur,  president  of 
Brown  &  Williamson,  the  industry's 
number  three  company  (Barclay,  Bel- 
air,  Kool,  Raleigh,  Richland,  Viceroy), 
says  that  by  the  end  of  the  decade  his 
company's  $35  million  print  ad  bud- 
get may  be  weighted  80%  promotion, 
20%  advertising.  "Promotion  is  far 
more  efficient,"  he  explains.  "A  mag- 
azine ad  would  be  viewed  by  non- 
smokers  as  well  as  smokers.  What 
better  way  to  target  your  message 
than  by  delivering  it  when  the  smoker 
is  buying  the  cigarette?" 

The  money  to  be  made  in  cigarettes 
remains  terrific.  For  the  last  five  years 
the  four  largest  public  companies 
have  had  returns  on  equity  of  over 


22%.  (By  way  of  comparison,  Proa 
&  Gamble's  return  on  equity  over 
same  period  was  19.7%.)  But  t] 
not  much  comfort,  given  the  11 
hood  of  further  decline.  The  o) 
growth  areas  are  among  female  sm| 
ers  of  all  ages  and  in  the  generic  ; 
discount  markets. 

Philip  Morris,  marketer  of  Mj 
boro,  the  country's  biggest-sell] 
brand,  is  so  concerned  about  the  lij 
lihood  of  an  ad  ban  that  it  has  beg 
publishing  the  Philip  Morris  magazii 
Distributed  free  by  mail  to  1.3  mill 
smokers,  the  slick-looking  publi 
tion  was  originally  created  as  a  va 
for  the  pro-smoking  lobby.  But  Phi 
Morris  is  now  putting  more  gene 
interest  stories  into  it  and  has  beg 
getting  inquiries  from  potential 
vertisers.  The  company  developed 
mailing  list  of  smokers  mainly  fri 
its  own  marketing  research  and  p 
motions,  and  expects  to  reach  3  rj 
lion  smokers  by  1988. 

The  Marlboro  Man  and  all  oti 
cigarette  advertising  were  banisl 
from  the  television  screen  in  191 
But  the  tobacco  companies  had 
ready  begun  to  diversify.  Philip  M 
ris,  remember,  acquired  Miller  Bre 
ing  in  1969.  The  industry's  pow 
houses  have  since  been  hedging  tb 
bets.  R.J.  Reynolds  Industries'  acq 
sition  of  Nabisco  last  year  and  Phi 
Morris'  merger  with  General  Fo« 
last  fall  are  only  two  recent,  king-s 
cases  in  point.  So  the  marketing  sa\ 
that  over  the  years  has  so  effectiv 
sold  cigarette  smoking  as  a  tradem; 
of  sophistication  and  even  well-be: 
will  no  doubt  transfer  well  to  oti 
consumer  products.  Some  magaz: 
publishers,  on  the  other  hand,  v 
have  trouble  replacing  the  lost  adv 
tising  revenues. — Jack  Willoughby 


Selling  Synanon 


ne  of  the  con 
try's  most  si 


0 

cessful  market 
of  corporate  promotional  item: 
pens,  pads,  tote  bags  and  the  like- 
not  quite  what  it  seems.  For  nearly 
years  Synanon,  based  in  Badger,  Ca 
near  Sequoia  National  Park,  has  sc 
itself  as  a  do-good  organization  ti 
rehabilitates  drug  addicts.  Thanks 
part  to  that  image,  and  a  persuasi 
sales  force,  Synanon  has  built  an  ; 
vertising  specialty  house  that  ran 
among  the  top  20  in  sales  volun 
Synanon's  client  list  has  includ 
Western  Union,  IBM,  RCA  and  F 
Heinz  and  scores  more  of  the  be 
known  corporate  names  in  Americ 
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With  50  copies  a  minute, 
automatic  2-sided  copying,  magnification  and  paper  selection, 
Canon's  NP-7000  Series  makes  the  choosing  easy. 


There's  never  been  a  copying  system 
like  Canon's  NP-7000  Series.  The  choice 
formance  oriented  companies  with  a  need 
ligh-performance  copying  system.  A 
n  never  before  available  in  this  price  class. 

First  in  the  NP-7000  Series  is  the 
50.  A  system  of  sophisticated,  automatic 
es  that  is  fully  integrated  into  the  basic 
i  of  the  copier 

An  integral  part  of  this  system  is  Canon's 
;ulating  Document  Feeder.  It  feeds  up  to 
ginals,  and  stands  ready  to  command  the 
r  to  perform  a  multitude  of  copying  tasks. 

The  NP-7550  copier  system  makes 
ided  copies.  Selects  the  proper  paper 


won 


Come  see  the  Canon 
Sammy  Davis.  Jr 
Greater  Hartloro  open 
July  3-6,  or  watch 
•I  on  CBS  Television 


size.  Chooses  reduction  and  enlargement  ratios. 
Makes  50  copies  a  minute.  All  automatically 

What's  more,  there's  a  2,000  sheet 
paper  deck  for  virtually  interruption-free  copy 
runs.  Plus  an  optional  50-bin  sorting  system  to 
complete  even  the  largest  copying  jobs. 

And  to  keep  the  flow  of  business 
going,  Canon  has  developed  an  exclusive 


Amorphous  Silicon  Drum.  Not  only  does  it  last 
5  times  longer  than  conventional  copier  drums, 
it  also  delivers  optimum  image  quality. 

All  of  which  makes  the  NP-7550  stand 
out  as  a  truly  integrated  copying  system. 
Answering  the  need  for  speed,  quality  and 
automated  convenience. 

For  those  offices  that  don't  need  auto- 
duplexing  or  the  paper  deck,  there's  an  eco- 
nomical NP-7000  Series  desktop  copier— the 
NP-7050. 

Together,  the  NP-7000  Series  copying 
systems  offer  a  breakthrough  in  high-volume 
performance.  Performance  that  even 
makes  your  choice— automatic. 

The  copier  shown  is  the  NP-7550 
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Synanon  says  its  advertis- 
ing gifts  and  premiums  (Ad- 
gap)  unit  will  pull  in  an  estimated 
$30  million  this  year,  largely  from 
manufacturing  and  distributing  gew- 
gaws like  ballpoint  pens,  coffee  mugs 
and  desk  clocks  customized  with  cor- 
porate logos. 

No  one  has  complained  about  the 
products  Synanon  sells,  and  its  prices 
are  competitive.  Otherwise,  it  would 
not  be  so  successful.  "As  a  supplier  of 
premiums  they  are  very  good,"  says 
Lon  Cantor,  an  RCA  director  of  com- 
munications and  advertising. 

Much  of  Synanon's  success  is  at- 
tributable to  old-fashioned  hard  work. 
But  tiiere  is  the  good  works  claim, 
too:  B<  ing  Synanon  products  gener- 
ates dollars  for  drug  rehabilitation  is 
the  pitch,  one  that  is  open  to  ques- 
tion. Synanon  has  also  been  riddled 
with  legal  problems  for  years. 


Last  October  a  federal  grand  jury  in 
Washington,  D.C.  indicted  nine  key 
Synanon  officials,  including  its  chief 
executive,  Philip  Bourdette,  and  its 
chairman,  Cecelia  Dederich,  daughter 
of  the  group's  founder.  The  22-count 
indictment  alleges  that  these  mem- 
bers conspired  to  defraud  the  Internal 
Revenue  Service,  among  other 
charges.  In  addition,  the  IRS  has  with- 
drawn Synanon's  tax-exempt  status 
and  has  federal  liens  of  $55.6  million 
in  back  taxes  and  penalties  against  the 
organization. 

There  have  been  other  legal  prob- 
lems. In  1978  Los  Angeles  attorney 
Paul  Morantz,  who  had  brought  a  se- 
ries of  suits  against  the  organization, 


A  sampling  of  Synanon  products 
With  a  persistent  sales  force, 
a  $30  million  business. 

was  almost  killed  when  bitten  b 
rattlesnake  Synanon  members  1 
placed  in  his  mailbox.  The  groul 
founder,  Charles  Dederich,  and  fl 
other  members  were  convicted  oi 
conspiracy  to  commit  murder  in  I 
case  in  1980.  Dederich  was  s< 
tenced  to  five  years'  probatu 
while  the  other  two  defendants  j 
jail  sentences. 

There  seems  to  be  little  questi 
about  the  ineffectiveness  of  the 
habilitation  program  that  Synan 
sales  people  pitch  to  potential  o 
ents.  Synanon's  founder,  in  a  pie; 
ing  filed  in  federal  district  court! 
Washington  in  1982,  is  quoted 
saying,  "I  don't  know  how  to  curi 
dope  fiend.  I  never  did."  Earl 
studies,  which  were  based  on  Syi 
non's  own  data,  confirm  this. 

There  have  been  relatively  few 
cent  national  stories  detailing  Sj 
anon  court  battles,  which  explai 
why  some  Forbes  500s  compan 
may  be  unfamiliar  with  Synanoi 
full  history.  "We  check 
them  out  with  the  Betj 
Business  Bureau,  but J 
didn't     find  anythi 
wrong  with  them," 
members  Larry  Tayli 
former  safety  direci 
of  Schering-Plougl 
pharmaceutical  division 
Kenilworth,  N.J.  When  ttj 
have  found  out  about  its  histoi 
though,  some  of  Synanon's  cliel 
have  had  second  thoughts.  "I  ca) 
believe  IBM  would  knowingly 
business  with  an  organization  h] 
this,"  says  Warren  Evans,  an  IB 
quality  control  manager  whose  pla 
bought  400  sun  visors  imprinted  wi 
the  IBM  logo  for  a  picnic  in  1985. 

What  is  Synanon's  sales  pitc 
"They  said  Synanon  helped  drug  £ 
diets,  alcoholics  and  others  in  trc 
ble,"  says  Evans.  Adds  a  Westii 
house  executive  who  was  solicited 
Synanon:  "The  salesman  told  me,  '\ 
help  people  by  helping  ourselves,  n 
by  asking  for  contributions.'  "  W< 
tinghouse  said  it  will  not  buy  a 
more  products  from  the  organizatic 
Synanon  may  have  had  little  st 
cess  curing  drug  addicts,  but  it  app; 
ently  does  know  how  to  train  a  pers^ 
tent  sales  corps.  "It's  like  a  pit  build 
getting  hold  of  your  ankle, "  says  Rej 
Hallisey,  general  manager  of  tj 
Plank  Co.  in  Houston.  "Once  thj 
have  you  as  a  sales  prospect,  thj 
don't  let  go." — Mark  Clifford 
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thing  moves  a  company  faster  than  ideas. 

lovation  makes  GenCorp  one  of  the  fastest  moving 
npanies  in  transportation.  We've  developed  new 
erglass-reinforced  composites  for  automotive  body 
is,  stronger  adhesives  for  high-mileage  tires,  and 
proved  vibration-isolation  products  for  smoother 
es.  More  and  better  ideas  are  just  down  the  road. 


neral  Tire  and  DiversiTech  General  are  two  of  the 
gressive  businesses  that  put  GenCorp  in  a  strong 
sition  to  serve  the  automotive  market.  The  other 
mCorp  subsidiaries  are  Aerojet  fgflr- 
meral  and  RKO  General.  |±|  KKRP 


Once  again,  a  famous  Itafe 


Gian  Carlo  Menotti  could 
have  chosen  any  place  in  America  to 
stage  his  Spoleto  Festival. 

He  chose  South  Carolina. 
The  Pulitzer  Prize-winning 
Menotti  could  have  assured  Spoleto's 
financial  success  by  choosing  a  major 
market  such  as  New  York. 

But  he  detected  a  rare  spirit  in 
historic  Charleston  that  would  foster 
the  same  success  for  the  American 
festival  that  its  namesake  in  Italy  had 
enjoyed  for  a  generation  or  more. 

Now  in  its  tenth  year,  Spoleto 
is  what  The  Washington  Post  calls 
"the  number  one  festival  of  the  arts" 
—the  nation's  premier  showcase  for 
a  broad  range  of  music,  theater, 
drama  and  tne  visual  arts. 

Especially  new  performances 
and  new  works  of  art. 

A  keen  student  of  history, 
Menotti  was  well  aware  that  South 
Carolinians  had  long  been  fascinated 
with  new  ideas. 

After  all,  the  first  community 
theater  in  America  was— and  is— in 
South  Carolina. 

And  South  Carolinians  have 
also  long  recognized  the  intrinsic 
value  that  the  arts  bring  to  life. 
That's  evident  in  the  coveted 


I 


erica. 


Wyeth  and  Kress  collections  of  the 
Greenville  and  Columbia  museums. 

In  the  Artists-in-Education 
program  of  our  Arts  Commission. 

And  in  the  artistic  orientation 
of  the  state's  Educational  Television 
Network,  the  role  model  for  public 
broadcasting  systems  nationwide. 

The  message  here  is  that  the 
quality  of  life  in  South  Carolina  can 
have  a  great  impact  on  the  quality 
of  your  business. 

To  find  out  how,  we  encourage 
you  to  write  to  J.  Mac  Holladay 
Director,  State  Development  Board, 
Suite  7003,  P.O.  Box  927,  Columbia, 
S.C.  29202.  Or  call  803-758-3145. 

After  all,  astute  observers  have 
known  for  quite  some  time  that  this 
is  a  great  place  to  do  business. 

And  now,  thanks  to  discoverers 
like  Gian  Carlo  Menotti,  they  know 
something  else  about  South  Carolina. 

It's  also  a  great 
place  to  spend  the 


rest  of  your  life. 

There's  mote  to 
South  Carolina  than 
making  apiofit. 


Science  &  Technology 


Edited  by  Gail  Bronson 

Six  syndicates  are  spending  millions  of 
dollars  to  retrieve  the  Americas  Cup  from 
Down  Under.  Will  computer-designed 
boats  make  the  difference? 

Shiver  me  bits 
and  bytes 


Design 


Australia  III,  a  potential  defender  of  the  America  's  Cup 
Forget  about  tight  breezes  in  the  choppy  currents  off  Fre mantle 


xl1*  "heeler  Pictures 


BEGINNING  IN  OCTOBER  AmC 
can  yachtsmen  will  hoist  s 
to  compete  for  the  right 
challenge  the  defending  Australij 
in  the  26th  America's  Cup  regatta, 
Jan.  31,  1987.  Not  only  may  hal 
dozen  American  teams  end  up  vyi 
against  one  another  for  the  privih 
of  wresting  back  the  cup,  but  tr 
must  face  six  foreign  yachts  comp 
ing  for  the  same  opportunity.  Yet  l 
runoffs  are  the  culmination  of  ano 
er  equally  arduous  challenge.  ] 
three  years  six  syndicates  have  toi 
to  develop  a  craft  technologically 
perior  to  the  Australia  II — the  ya< 
that  beat  the  Libert}'  in  Newport,  1 
in  1983. 

The  Australians,  previously  s 
time  losers  as  challengers  in  the 
meter  class,*  showed  by  their  IS 
upset  that  radical  technologi 
change  was  the  critical  factor  for  \ 
tory.  By  contrast,  as  the  consist 
winners  for  132  years,  Americ 
yachtsmen  were  reluctant  to  tini 
too  much  w 
success.  "1 
prevailing  a 
tude  was  that  little  could  be  gained 
advancing  hull  design,"  says  Bill  L 
gan,  an  architect  with  Sparkman 
Stephens  and  chief  designer  for 
syndicate  affiliated  with  the  N 
York  Yacht  Club. 

The  1983  defeat  also  gave  an  inc 
tive  to  deep-pocketed  yachtsm 
Richard  DeVos,  president  of  Amv 
Corp.,  covered  his  bets  by  having  A 
way  contribute  over  $1  million  | 
U.S.  challenger,  while  Amway  sal 
men  in  Australia  raised  a  similar  si 
for  the  Australian  defenders.  Says 
"Our  loss  made  the  sport  come  aliv 
The  defeat  was  especially  humili 
ing  to  U.S.  technochauvinists.  1 
Australians,  after  all,  won  in  1983 
using  U.S. -developed  technology.  1 
Australian  edge,  embodied  in 
much-publicized  "winged  keel"  ( 
photo,  opposite),  was  in  fact  an  appli 
tion  of  an  aircraft  wing  design  crea 
by  retired  NASA  research  scieni 
Richard  Whitcomb  a  decade  befc 
The  innovation  propelled  Australk 
over  the  finish  line  42  seconds  ah< 
of  Libert}'  in  the  deciding  race. 

Taking  their  cue  from  the  Ausl 
lians,  U.S.  designers  have  now  sei: 
upon  an  aerospace  computer  progrs 
used  by  the  Netherlands  Aerosp. 
Laboratory  during  its  work  for  Ausi 
lia  II,  to  determine  hydrodynar 
flow  of  sailboat  hulls.  The  progr 

"  The  designation  does  no!  refer  to  the  length  oj 
vessel,  but  is  tfye  end  result  of  a  complex  matljema 
formula  regulating  such  factors  as  length  at 
water  line,  beam,  the  hull  height  from  waterlin 
deck,  and  sail  area 
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k-and-dagger  designing  Down  Under 

xalia  II  displays  its  winning  1983  winged  keel  (right),  while  Australia  Ill's  keel  is  kept  under  wraps  (left). 


ies  the  hull,  keel  or  any  other  part 
e  boat  into  small  trapezoids.  This 
ties  scientists  to  view  in  three- 
;nsional  diagram  form  each  boat 
el  or  model  part  from  any  angle 
test  it  against  hypothetical  corn- 
ion  and  sailing  conditions. 
:her  computer-assisted  design 
c  has  involved  analyzing  wave 
sures  on  computer  models  of  dif- 
lt  boat  shapes,  even  studying 
:her  data  coming  in  from  Perth, 
or  low-cost  mainframe  computer 
:  and  technical  aid  have  been  do- 
d  by  a  number  of  companies,  in- 


cluding Grumman,  Hughes  Aircraft, 
Chrysler  and  General  Motors. 

The  computer  work  has  been  espe- 
cially helpful  in  studying  wavemak- 
ing  resistance,  or  drag,  caused  by  the 
shape  of  the  boat  and  the  speed  at 
which  it  travels  through  the  water. 
These  waves  are  caused  by  the  vari- 
ances in  pressure  along  the  hull.  Ener- 
gy lost  in  making  waves  as  the  boat 
sails  forward  might  otherwise  help 
push  the  craft  along. 

Previously,  the  only  way  to  deter- 
mine a  yacht's  wave  resistance  was  to 
conduct  actual  tank  tests  using  large- 
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America  II  yachts  under  sail  in  trials 
ce  to  the  finish. 


scale  models.  But  such  tests  may  cost 
as  much  as  $7,000  per  day  and  take 
weeks  to  conduct.  In  the  end,  the  tests 
can  yield  margins  of  error  large 
enough  to  mean  the  loss  of  five  full 
minutes  over  the  24-mile  course  off 
Fremantle,  Western  Australia. 

Now  computer  modeling  is  helping 
cut  costs  as  well  as  reduce  the  error 
margins.  Tank  and  wind-tunnel  tests 
on  one-third-scale  models  have  been 
used  to  evaluate  design  theories,  with 
the  test  results  then  being  analyzed  by 
the  computers.  Meanwhile,  data  from 
practice  outings  under  a  variety  of 
different  conditions  have  been  blend- 
ed into  continually  upgraded  comput- 
er programs,  along  with  tank  test 
data,  to  develop  the  ultimate  yacht 
design. 

Johan  Valentijn,  the  chief  designer 
for  the  syndicate  backing  one  U.S. 
vessel,  the  Eagle,  is  pleased  with  the 
result.  A  longtime  designer  of  Ameri- 
ca's Cup  contenders,  Valentijn  tradi- 
tionally went  about  the  design  of  his 
racing  yachts  somewhat  intuitively. 
This  time  his  team  had  the  support  of 
a  CAD/CAM  computer  system 
loaned  by  McDonnell  Douglas,  as 
well  as  additional  time  on  a  Chrysler 
Corp.  mainframe,  which  was  hooked 
right  into  its  Newport,  R.I.  office. 

Valentijn  and  designer  Rik  Van 
Hemmen  spent  hours  watching  mod- 
els traverse  the  water  on  the  screen 
and  fiddling  with  keel  and  hull  shapes 
to  gauge  performance  differences. 
"It's  fabulous — you  could  sit  down 
now  and  design  a  whole  new  12-meter 
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Technosalts:  One  American  challen 
er,  the  Eagle,  practicing  off  San  Dieg 
Calif,  (left).  Below,  naval  architects 
Van  llemmen  (left)  and Johan  Valenti 
display  a  hull  and  keel  design  creau 
with  McDonnell  Douglas  programs 


Science  & 
Technology 


hull  in  30  minutes,"  says  Valentijn. 
"Computers  are  where  we  can  make 
advances.  The  progress  we  gained  over 
just  the  past  three  years  compared  to 
the  previous  ten  has  been  enormous." 
Even  so,  the  architect's  final  design 
relied  considerably  on  his  own  in- 
stincts— though  the  work  was  ulti- 
mately computer-tested  just  to  be  safe. 
"To  be  honest,  I  didn't  totally  trust  my 
computer  yet, "  he  says  sheepishly. 

The  role  of  computers  in  this  con- 
test won't  end  on  the  drawing  board. 
During  the  1983  cup  race,  Australia  II 
came  fitted  out  with  cigar-box-size 
computers  manufactured  by  Milford, 
Com -based  Ockam  Instruments 
Inc.,  and  this  year  the  U.S.  yachts  will 
have  similar  equipment.  The  devices 
function  as  data  collectors  that  relay 
information — on  everything  from 
wind  speed  to  the  condition  of  the 


David  Si  nck'Si  pa- Special  Features 

seas — to  briefcase-size  minicomput- 
ers stored  below  deck.  The  minis  mas- 
sage the  data  to  provide  the  crew  with 
moment-to-moment  updates  on  their 
vessel's  performance  versus  an  oppon- 
ent's. "Lots  of  things  happen  at 
once — winds  gust,  the  waves  sudden- 
ly swell,"  explains  designer  Langan. 
"By  using  historical  references  to  fig- 
ure the  odds,  the  computer  can  help 
you  choose  sails  for  the  wind  now  and 
the  wind  expected  in  five  minutes." 

Naval  architects  have  had  a  number 
of  other  considerations  to  factor  into 
their  designs.  The  first  has  been  how 
big  a  boat  to  build.  Weather  condi- 
tions at  the  race  site  are,  of  course, 
critical  for  racing  vessels  that  are  fine- 
ly tuned  to  specific  wind  and  sea  con- 
ditions. A  winner  in  one  waterway 
may  be  a  loser  elsewhere. 

Of  great  concern  has  been  the  fact 
that  until  last  February  no  one,  in- 
cluding the  Australians,  had  ever 
raced  12-meter  yachts  off  Fremantle. 
To  get  accurate  data  on  conditions  at 
the  site,  a  number  of  syndicates  have 
set  up  unmanned  weather  stations  in 


the  area  and  have  been  collecting  ai 
transmitting  data  about  local  cone 
tions  in  autumn  and  winter  montl 
since  1984.  Previously,  designe 
needed  only  to  sail  daily  near  the 
Newport  offices,  U.S.  site  for  the  a 
competitions,  to  gather  weather  dat 

Among  other  things,  the  data  i 
vealed  that  architects  would  have 
design  yachts  for  conditions  almo 
the  antithesis  of  those  at  Newpoi 
Instead  of  long,  sleek  boats  for  tl 
light  breezes  off  Newport,  architec 
had  to  design  light  but  strong  boa 
that  can  move  swiftly  against  tl 
strong  Fremantle  winds.  Moreovf 
off  Fremantle  the  Indian  Ocean  wav 
are  short  and  form  steep  chops,  ma 
ing  sailing  more  difficult  than 
Newport,  where  the  waters  are  mo 
open,  with  longer  waves  that  infl 
ence  speed  less. 

A  newly  configured  racecourse  h 
created  further  design  obstacles. 
Fremantle  there  will  be  fewer  miles 
each  leg  of  the  race  but  more  roun 
ings.  This  means  the  boats  must  1 
able  to  accelerate  quickly  and  mane 
ver  handily,  whereas  in  Newport  oi 
right  speed  has  been  the  chief  chara 
teristic  of  a  good  craft. 

Whether  an  innovative  yacht  d 
sign  emerges  from  all  this  remains 
be  seen.  Many  times  in  the  past, 
boat  has  tested  well  only  to  falter  di 
ing  the  trials.  Computer  aids  may  be 
big  boon  in  making  design  decision 
says  Valentijn,  "but  remember,  it  w 
the  idea  that  won  the  Aussies  tl 
cup."— G.B. 
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When  managers  of  thousands  of  small  buildings  needed  big  system 
results  at  small  system  prices,  Johnson  Controls  did  it. 

High  performance  energy  management.  Fast  payback.  Local 
maintenance  and  service.  For  these  reasons,  and  more,  managers 
with  buildings  as  small  as  10,000  square  feet  choose  our 
technologically  advanced  digital  system  with  the  widest  array  of 
options  available.  No  matter  what  size  your  building  or  building 
need,  Johnson  Controls  has  the  system  that  satisfies. 

Give  us  a  call. 


©Johnson  Controls,  Inc  1985 


Johnson  Controls.  Inc..  Box  423.  Milwaukee.  Wl  53201 
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release  the  energy  of  networking 
for  your  business.  Meridian*  services  let 
you  share  voice,  data,  text,  and  image  as 
simply  as  you  use  a  phone.  Networking 
your  information  management  tools  into 
one  cost-efficient  resource  gives  you  a 
competitive  advantage.  Ask  for  Meridian 
services,  provided  through  Northern 
Telecom  products.  Available  from  phone 
companies  and  other  suppliers  of 
communication  systems. 
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northern 
telecom 


NETWORKING 


Consumer  electronics  may  be  dominated  by  the  Japa- 
nese. But  one  U.S.  firm  thrives  with  a  product  upon 
which  every  stereo  rig  is  utterly  dependent. 
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The  joy 
of  low  tech 


By  Howard  Gold 


Electronics 


Hall  of  Fame 
outfielder  Wee 
_  Willie  Keeler, 
who  played  for  the  Baltimore  Orioles 
at  the  turn  of  the  century,  was  once 
asked  what  made  him  such  a  great 
hitter.  Answered  he:  "Keep  a  clear  eye 
and  hit  'em  where  they  ain't." 

In  that  same  city  85  years  later, 
Polk  Audio  Inc.  is  profiting  from  that 
wisdom.  At  a  68,000-square-foot  fac- 
tory in  a  grimy  rowhouse  district  near 
the  Baltimore-Washington  Express- 
way, 200  workers  manufacture  and 
assemble  high-quality  versions  of  an 
essentially  low-technology  product 
without  which  no  stereo  system 
can  function:  loudspeakers.  The 
$15  million  (estimated  sales) 
company,  formed  in  1972  by 
three  friends  from  Johns  Hop- 
kins University,  is  one  of  a 
number  of  such  pip-squeak 
firms  that  thrive  by  making  au- 
dio speakers  that  are  widely  re- 
garded as  superior  to  anything 
produced  by  such  Japanese  gi- 
ants as  Sony,  Matsushita  and 
Sanyo. 

Polk's  edge?  With  its  manu- 
facturing site  situated  right  in 
its  mid-Atlantic  U.S.  market, 
the  company  has  little  in  the 
way  of  transportation  and  distri- 
bution overhead  (a  major  ele- 
ment in  the  pricing  of  speakers) 
and  thus  gives  it  a  big  edge  over 
foreign  competitors  while  still 
retaining  good  profit  margins. 

Not  surprisingly,  with  the 
consumer  stereo  industry  now 
in  the  midst  of  a  boom  brought 
on  in  part  by  the  surging  popu- 
larity of  compact  disk  players 
(Forbes,  Mar.  24),  Polk  has  been 
weighing  the  attractions  of  a 
pubiic.  offering  of  stock  in  the 
firm  to  raise  cash. 

Whereas  technological  ad- 
vances in  sound  reproduction 


graphic  equalizers  a  standard  feature 
on  many  $l,000-plus  stereo  systems, 
loudspeakers  have  remained  essen- 
tially unchanged  for  almost  a  genera- 
tion. Assembled  largely  out  of  wood 
and  particle  board,  and  containing  lit- 
tle of  the  labor-intensive  microcir- 
cuitry  that  gives  Asian  manufacturers 
an  edge  with  other  products,  the  de- 
vices have  thus  remained  the  domain 
of  U.S.  producers  such  as  Polk  Audio. 

"Speaker  design  is  more  of  an  art 
than  a  science,"  explains  William 
Winkler  of  The  Electronic  Workshop 
in  New  York  City,  a  leading  dealer  of 
Polk  speakers.  The  stereo  amplifier 
produces  an  electrical  current  that 
moves  through  connecting  wires  to 


have  greatly  improved  amplifi- 
ers and  recorders  and  made 


Pip-squeak  players 

Polk  Audio's  Matthew  Polk.,  George  Klopfer 
and  Sandy  Gross  (left  to  right)  have  a  sound 
grasp  on  the  loudspeaker  market. 


the  speaker,  where  it  is  picked  up  bi 
voice  coil  situated  in  an  intense  rr^ 
netic  field.  The  resulting  electromj 
netic  reaction  creates  a  to-and-fro  n) 
tion  in  the  "drivers,"  diaphragm-lij 
cones  made  of  felted  paper  and  poi 
propylene.  These  pulses  produ 
sound  by  creating  acoustical  wavesi 
the  air. 

The  more  drivers,  of  differing  sizi 
a  speaker  has,  the  richer  and  mc 
lifelike  the  resulting  sound  it  pi 
duces.  Woofers  generate  the  bass  fj 
quency  range,  tweeters  cover  the  t: 
ble  range,  and  midrange  drivers  are  I 
everything  in  between.  A  "crossove 
circuit — the  most  expensive  comj 
nent  and  the  only  significant  piecei 
microelectronics  in  any  speakei 
functions  as  a  traffic  cop,  directing  t 
appropriate  frequency  signals  to  t 
right  driver. 

Because  drivers  actually  transk 
electrical  impulses  into  acoustu 
waves,  they  are  the  key  to  speali 
design.  The  type  of  material  used,  ti 
shape  of  the  drivers,  their  placemfl 
within  the  wooden  speaker  ca 
inets — all  of  these  factors  c| 
determine  the  quality  and  prj 
of  the  speakers. 

But  even  at  the  highest  prid 
there's  no  perfection.  "Soi 
compromise  is  inevitable;  it' 
matter  of  degree,"  says  Roy  I 
lison,  president  of  Natifl 
Mass. -based  Allison  Acousti 
Inc.,  a  Polk  competitor.  Thai 
where  marketing  comes  in, 
each  company  tries  to  convifl 
critics  and  consumers  that 
speakers  produce  the  bfl 
sound. 

For  now  at  least,  U.S.  man 
facturers  like  Polk  seem  to  ha) 
the  American  market  prel 
well  locked  up.  According 
Arthur  D.  Little,  Inc.,  U.S.  mi 
ufacturers  accounted  for  abo 
70%  of  the  more  than  $500  m 
lion  in  separate  loudspeake 
sold  in  this  country  last  ye 
and  90%  of  the  high  end  of  tU 
market.  By  sticking  to  the  hi, 
end,  firms  like  Polk  have  al 
avoided  the  brutal  price  comp 
tition  of  discounters  and  ma 
merchandisers.  Nice  trick,  thi 
Beat  the  Japanese  by  carving  o 
a  high-profit  niche,  with  a  loi 
tech  product,  in  a  high-techn« 
ogy  industry. 
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Simulation:  one  reason  aerospace 
electronics  has  become  our  business. 


That's  Singer  technology. 

Pilots  fly  the  767  and  other  aircraft  without  ever  leaving 
ground— by  training  in  our  Link  simulators.  We're  the  world 
leader  in  simulation— one  of  the  technologies  that  make 
aerospace  electronics  Singer's  largest  business. 


The  Singer  Company,  8  Stamford  Forum  Stamford,  CT  06904. 


J 


Faces 

ehind  the  Figures 


Edited  by  Harold  Seneker 


Remember  words,  but  follow  actions 


One  cannot  abuse  the  fiscal  and 
monetary  fundamentals  the  way 
we  have  for  such  a  prolonged  period  of 
time  without  paying  a  price." 

David  Stockman  again,  trying  to  ad- 
vance himself  and  his  book?  No,  an 
earlier  media  star,  William  E.  Simon, 
former  Treasury  secretary.  Simon 
should  know  the  territory  by  now, 
having  done  his  share  of  using,  if  not 
abusing,  fundamentals.  After  many 
leveraged  buyouts  for  virtually  100% 
debt  pegged  at  prime,  he  and  partner 
Ray  Chambers  owe  over  an  estimated 
$1  billion  for  businesses  with  $6  bil- 
lion in  revenues  supported  by  very 
little  equity.  On  paper,  Forbes  esti- 
mates,the  two  jointly  are  at  least  $200 
million  richer,  but  now  Simon  is  talk- 
ing caution.  "Short  term,  everything's 
just  marvelous,"  Simon  told  Forbes 


recently.  "Everybody  is  so  bullish  it's 
frightening."  Then  he  rounded  up  the 
familiar  suspects:  "The  excesses  in 
the  debt  structure  domestically  and 
internationally,  the  oil  problem,  the 
real  estate  problem,  the  banking  prob- 
lem domestic  and  international,  the 
farm  problem.  I  mean,  we  have  creat- 
ed so  many  fissures  through  our  finan- 
cial system  that  it  wouldn't  take 
much,  and  it  won't  take  much,  to 
have  a  severe  dislocation." 

There  was  more:  "If  indeed  a  major 
dislocation  does  occur,  or  maybe  I 
should  say  when  it  does  occur,  then 
you're  going  to  buy  assets  a  good  deal 
cheaper  than  they  are  right  now."  Si- 
mon concluded:  "At  that  point  you'd 
better  make  sure  that  you're  not  out 
with  stocks  on  margin  and  taking  all 
sorts  of  risks  thinking  that  this  won- 


Former  Treasury  Secretary  William  E.  Simon 
Tiptoeing  through  the  fissures. 


Michael  Yamashita 


derful  world  is  never  going  to  end.' 

Having  said  all  this,  Simon  th 
went  out  and  agreed  to  spend  $2, 
million  to  buy  Avis  from  Beatrice, 
actions  speak  louder  than  won 
maybe  the  time  to  start  worrying 
when  Simon  sells. — Marc  Beaucham| 


Glut  feelings 

How  is  the  real  estate  indust 
dealing  with  the  national  offic 
building  glut,  now  in  its  second  yes 
An  important  question  to  Edwa 
Linde.  Linde,  44,  is  the  affable  b 
little-known  "inside"  man  for,  aj 
half  owner  in,  Boston  Properties,  c 
velopment  arm  of  real  estate  and  pu 
lishing  mogul  Mortimer  Zuckerma 
'  "Since  the  national  business  mec 
trumpeted  it  last  year  [Forbes,  May  I 
1985],  there's  been  a  pulling  back 
begins  Linde.  The  pullers-back  are  t. 
big  investment  institutions — insi 
ance  companies,  especially — that  h 
been  bankrolling  the  overbuildir 
Still,  he  says,  "Buildings  in  places  li. 
Houston  and  Denver  sell  at  negati 
carries  [prices  so  high  that  normal 
nancing  and  current  rental  rates  w 
produce  a  negative  cash  flow]."  FJ 
plains  Linde,  "The  institutions  th 
own  many  of  them  are  prepared  to .' 
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s  Properties'  Edward  Linde 

ity  is  building  three-quarters  full  instead  of  renting  half-empty. 


:hem  and  wait  it  out,  like  they 

the  mid-1970s."  But  he  notices 
It  sites — especially  in  suburban 
-back  on  the  market,  with  10% 
'o  haircuts  in  some  cases, 
hings  unwind.  But  what  of  de- 
:rs  like  Linde  and  Zuckerman 
)rganizations  to  feed?  "Demand 
ice  is  fine,"  he  says.  "It's  [over-] 
t  that's  the  problem."  So  he  and 
:rman  are  slowing  down  but  cer- 
not  stopping.  "If  you  can  differ- 
e  your  product — build  a  special 
ct  or  find  a  special  location  that 
2t  you  a  tenant  commitment  in 
ce,  you  can  do  fine."  Example: 

million  square  feet  of  office 
on  New  York  City's  Columbus 

Zuckerman  and  Linde  will  de- 
as  a  joint  venture  with  invest- 
banker  Phibro-Salomon.  Risky? 
rot  with  Salomon  taking  three- 
:rs  of  the  space.  You  don't  have 

everybody's  basket  to  prosper, 
ay,  only  your  own. — H.S. 


a  card,  another  card 

iybe  Russell  Hogg,  58,  president 
)f  MasterCard  International,  is 
optimistic  about  the  credit  card 
;ss  than  a  lot  of  other  people, 
an  easily  keep  expanding  mem- 
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bership  10%  to  15%  a  year,"  he  says. 

But  financial  titans  like  American 
Express  and  General  Motors  Accep- 
tance Corp.  apparently  aren't  so  san- 
guine. Behind  closed  doors,  American 
Express  quietly  considered  launching 
a  blue  card  to  join  its  green,  gold  and 


Bob  Sacha 


MasterCard  International's  Russell  Hogg 
Card  number  eight  takes  $40. 


platinum  ones.  The  blue,  unlike  the 
other  colors,  would  let  holders  roll 
over  monthly  balances  indefinitely  at 
annual  interest  rates  of  18%  or  so,  just 
like  MasterCard.  General  Motors  con- 
sidered a  similar  product.  Both  giants 
backed  off — they  found  the  field  al- 
ready too  crowded.  Sears  did  take  the 
plunge,  at  a  price — it  expects  to  take  a 
$  1 1 5  million  loss  this  year  on  its  new- 
ly launched  Discover  card. 

One  big  problem:  The  average  cred- 
it card  holder  has  seven  pieces  of  plas- 
tic in  his  wallet  and  seems  to  think 
that's  enough.  It  now  takes  about  $40 
of  advertisements  and  direct  mailings 
to  find  someone  who  will  take  one 
more  card,  up  from  about  $10  a  few 
years  ago. 

That  suggests  that  MasterCard's 
business  may  finally  be  maturing. 
Hogg's  company,  owned  by  28,000 
banks  across  the  country,  is  in  second 
place.  Charge  volume  climbed  to  $81 
billion  last  year,  and  120  million  Mas- 
terCards were  in  use,  but  rival  Visa's 
volume  was  $107  billion  on  136  mil- 
lion cards. 

Still,  Hogg  says  he  is  losing  no  sleep 
worrying  about  what  the  competition 
is  up  to.  He  argues  that  enough  young 
people  come  of  card-carrying  age  each 
year  to  keep  MasterCard's  member- 
ship increasing. 

And  saturation?  Hogg  responds  by 
opening  his  own  wallet.  "I  carry  54 
different  credit  cards,"  he  points 
out. — Edwin  A.  Finn  Jr. 


Coals  to  Manhattan 

Keith  Harris,  33,  the  almost  boy- 
ish-looking managing  director  of 
Morgan  Grenfell  Inc.'s  New  York 
City  office,  wants  the  world  to  take 
Morgan  Grenfell's  fledgling  U.S.  oper- 
ation seriously.  So  last  month  Harris, 
who  had  been  quietly  doing  Eurocur- 
rency offerings  for  clients  like  Ameri- 
can Brands,  Comcast  and  American 
Cyanamid,  startled  Wall  Street  by  hir- 
ing away  six  highly  regarded  members 
of  Chemical  Bank's  currency  and  in- 
terest rate  swap  team.  "Where  else 
but  New  York,"  crowed  Harris, 
"could  you  hire  a  team  made  up  of  a 
Chinese,  a  Belgian,  an  Irishman,  a 
Dutch  woman,  a  Greek  and  a  regular 
American?" 

Chances  are  his  raid  is  just  the  be- 
ginning— and  more  "regular  Ameri- 
cans" are  in  his  future.  Harris  intends 
to  build  Grenfell  into  a  full-service 
U.S.  investment  banker.  That  means 
more  than  business  with  an  overseas 
angle.  It  means  doing  American  deals 
for  American  companies:  private 
placements,  underwritings,  friendly 
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Thurs. 


Fri. 


The  week  one  of  our  readers 
was  so  inspired,  he  wrote  a  song. 


Accent  article  in 
Newsweek  on  the  convoluted 
moral  it  ywf  apartheid  le"d  a 
sightless  reader  toereate  a  . 
vtsiong^vinple  outrage. 

The^||^|a8Ste\ie 
Wonder.  AnJtie^ong  is 
"'It's  Wrong"-  part'cChis  new 
album.  ••m-SquarJlJircle:' 


T  actually  wrote  it."  he  said, 
"after  reading  Newsweek  in 
Braille.  It  gave  me  a  little  more 
understanding  of  w  hat  apart- 
heid was  about." 

Newsweek  s  commitment 
is  to  present  the  news  in  a  way 
that  leads  to  a  greater  under- 
standing of  what  events  mean 
to  us.  We  not  onlv  tell  what 


happened,  but  why  it  happ* 
And  we  write  it  in  a  pei 
sonal  and  human  way  that 
akes  you  a  witness  to  eve 
Our  continuing  special 
reports  on  "The  Crisis  in  S 
Africa"  have  presented  a 
sweeping  picture  of  the  for 
at  work  in  that  country  and 
have  demonstrated  their  in 


i 

W      ■       —  ; 


wn  government  policy 
he  moral  conscience  of 

citizens. 

Stevie  Wonder  it  all 
clear.  And  he  wanted  to 
at  moment  of  intense 

i 

ng  through  the  eyes  of  • 
;ek  is  seeing  what 
Ste^yie,  Wonder,  we 


believe  in  the  human  voice  and 
the  power  of  one-on-one. 

Our  peers  seem  to  respect 
our  viewpoint  because  they've 
presented  us  over  600  awards 
for  excellence  in  journalism. 


More  than  any  other 
newsweekly. 

To unafraid  of  the  truth 
despite  all  kinds  of  pressure- 
in  this  day  and  age,  tha 
wonddr*V\  Hjl 


Newsweek 

Why  it  happened.  What  it  means. 
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Donna  Crocker 


Morgan  Grenf ell's  Keith  Harris 

It's  regular  Americans  he  wants. 

acquisitions,  offense  or  defense  as  re- 
quired in  unfriendly  ones  (Grenfell  is 
the  reigning  British  champ  at  this) — 
the  whole  ball  of  wax.  The  reason: 
Grenfell  wants  a  substantial  base  in 
New  York  City,  the  premier  money 
center  for  the  U.S.,  in  order  to  be  big 
enough  and  strong  enough  to  survive 
the  internationalization  of  the  invest- 
ment banking  business. 

So  if  Harris  strikes  Wall  Street  as  a 
bit  aggressive,  it's  easy  to  see  why: 
Grenfell  couldn't  even  open  a  U.S. 
office  until  1981,  when  Morgan  Guar- 
anty Trust  Co.  sold  its  33.3%  Grenfell 
interest,  because  of  the  Glass-Steagall 
Act,  which  bars  commercial  banks 
from  investment  banking  in  the  U.S. 
So  now  that  Japan's  Nomura  Securi- 
ties, for  one,  is  already  here  in  force 
(Forbes,  Apr.  7),  Harris  has  a  lot  of  lost 
time  to  make  up. — Allan  Sloan 


Getting  clipped 

ver  buy  a  can  of  Broach?  Impossi- 
ble. Even  though  35-year-old 
posts  inspector  Richard  J.  Bowdren 
floatt.;  ?00,000  coupons  for  Broach 
around  south  Florida  last  fall,  there  is 
no  such  product.  But  the  bogus  bug 
spray  did  help  him  and  other  U.S. 
postal  inspectors  in  Miami  shut  down 


a  $l-million-a-week  nationwide  cou- 
pon fraud  ring  in  March. 

As  head  of  the  feds  who  collared  the 
coupon  crooks,  Bowdren  set  up  a  year- 
long sting  project  called  Operation 
Clip.  To  infiltrate  the  700-store  ring, 
Bowdren  and  his  fraud  investigation 
team  posed  as  dishonest  employees  of 
a  coupon  clearinghouse. 

The  Broach  coupon?  "It's  very 
tough  to  prove  that  a  store  has  not 
sold  something  for  which  it  sends  in 
coupons,"  he  says.  "Our  theory  was,  if 
a  store  submitted  our  phony  coupon, 
it  probably  falsely  redeemed  legiti- 
mate ones  as  well." 

The  theory  proved  out:  Broach 
helped  shut  down  an  operation  that 
had  bilked  grocery  companies  of  $186 
million  in  just  over  three  years. 

The  big  picture  is  a  lot  worse.  Ex- 
perts say  as  much  as  a  third  of  last 
year's  $2.7  billion  in  coupon  redemp- 
tion was  fraudulent.  That's  frustrat- 
ing to  the  food  industry  and  leads  to 
higher  consumer  prices.  Without  an 
Operation  Clip,  the  best  manufactur- 
ers can  do  is  look  for  signs  of  fraud, 
like  coupons  in  mint  condition  (obvi- 
ously not  handled)  or  coupons  that 
have  been  cut  in  stacks — giveaways 
even  a  dumb  crook  can  avoid. 

The  magnitude  of  the  problem  im- 
presses even  Bowdren,  who  nabbed 
coupon  and  credit  card  cheaters  in 
New  York  City  before  heading  down 
to  Florida  in  1985.  "When  we  shut 
down  counterfeiters  in  New  York," 
he  says  for  comparison,  "the  banks 
took  it  on  the  chin  for  about  $50  mil- 
lion. I  thought  that  was  a  lot.  But  this 
is  incredible." — Ellen  Benoit 


Red  Morgan 


Elegant  immigrant 

A decade  ago  Catherine  Bs 
founder  of  Brosse  U.S.A.,  pre<j 
ed  the  U.S.  would  take  the  perfil 
industry  from  the  French.  And  m<\ 
it  has:  American  manufacturers  t 


Postal  inspector  Richard  J.  Bowdren 
The  perfect  bug  spray  for  a  sting. 


Brosse  U.S. A 's  Catherine  Barre 
Here  to  bottle  opportunity. 

hold  about  70%  of  the  U.S.  mari 
compared  with  20%  or  so  in  the  ea 
1970s.  The  French  had  stopped 
vesting  in  their  U.S.  retailing  and  c 
tribution  networks  just  when  I 
companies  started  going  after  the  k 
er-priced  end  of  their  huge  perfu 
market. 

Much  as  the  Japanese. have  done 
American  companies  in  copiers 
cars,  American  parfumers  captu 
the  mass  market,  then  started  upgr 
ing.  Now  it's  U.S.  designer  nan 
(like  Calvin  Klein,  Giorgio  and 
loma  Picasso)  that  sell  like  Toyota 

But  Barre  took  action.  In  1978  ! 
moved  from  France  to  the  U.S.  and 
up  Brosse  U.S.A.  for  Verreries  Bros 
her  family's  prosperous  specia 
glass  company,  and  quickly  beca 
the  dominant  supplier  of  perfume  h 
ties  to  the  new  haute  parfumers. 

"I  saw  tremendous  opportunit 
recalls  the  30-year-old  Barre,  "becai 
U.S.  suppliers  weren't  keeping  up 
producing  quality  bottles."  Her  faj 
ly's  plant  in  Normandy  specializes 
luxury  perfume  bottles,  including 
legendary  design  for  the  original  C 
nel  No.  5.  Today  "luxury  bottles 
more  in  demand  than  ever,"  s 
Barre  happily  enough,  "because 
perfume  market  is  so  competitive  i 
saturated.  Packaging  is  a  key  elem 
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- —  Because  Only  a  — — 
lonumental  Tribute  Will  Do 


American  Heritage 
has  created  a  boun- 
tiful, beautiful  new 
volume  worthy  of 
the  towering  subject 
it  celebrates. 
No  matter  how  much 
we  think  we  know 
about  our  Statue  of 
Liberty,  there  is  always 
something  more  to 
amaze  us,  from  the 
y-struck,  gloriously  outsized  egos"  who  first 
eived  it  to  the  powerful  emotions  it  still 
es  in  us  today. 

ty's  story  in  the  century  between  is  one  of 
ichest,  most  extraordinary  in  our  country's 
ry,  and  to  re-create  it,  American  Heritage  has 
uced  a  volume  as  imposing  and  fascinating 
e  monumental  subject  it  celebrates. 


David  McCullough  has  provided  a  thoughtful, 
moving  introduction  that  examines  the  role  the 
statue  has  played  in  the  story  of  our  nation. 
Bernard  A.  Weisberger  has  furnished  a  text  that 
combines  historical  accuracy  with  narrative  sweep 
and  drive.  And  more  than  350  illustrations,  some 
never  published  before,  give  an  unprecedented 
visual  survey  of  the  statue's  use  in  everything  from 
high  art  to  political  propaganda  to  merchandising. 

American  Heritage's  Statue  of  Liberty:  The  First  Hundred 
Years  is  the  single  comprehensive  volume  you'll 
want  to  refer  to  in  the  centennial  year  ahead  and 
keep  on  your  shelves  for  at  least  a  century  to  come. 
And  as  an  American  Heritage  reader,  you  have 
double  cause  for  celebration:  you  are  invited  to 
order  your  own  and  gift  copies  now  at  only  $24.95 
each,  $5.00  below  the  bookstore  price  of  $29.95. 


9  x  11%"  •  192  pages  •  154  color  &  21 1  black- 
and-white  illustrations  •  Introduction  by  David 
McCullough  •  Text  by  Bernard  A.  Weisberger 


Order  Now  And  Save  $5.00 


AN  AMERICAN  HERITAGE  BOOK 

AMERICAN  HERITAGE,  dept.  SOL 
10  Rockefeller  Plaza.  New  York.  NY  10020 


copies  of  STATUE 


OF  LIBERTY:  THE  FIRST  HUNDRED  YEARS 
(#B23901 )  at  $24.95  (plus  $2.00  for  postage  and 
handling)  each.  New  York  State  residents  must 
add  sales  tax.  Allow  4  to  6  weeks  for  delivery. 
□  Bill  me 

Enclosed  is  my  check  or  money  order  for 

$. 

□  VISA      DMC      □  AMEX 


Account  #          „    .    .  _ 

Expiration  Date 

1  1 

_Zip_ 


Or  call  toll  free 


Companion  book  to 
T  fie  Statue  of  Liberty, 
a  PBSTV  special 
sponsored  by  Liberty  Mutual. 


1  800341  1522. 

In  Maine,  call  collect  236-2896. 


Faces 

Behind  the  Figures 


in  personalizing  the  product." 

Brosse  U.S.A.— and  Barre — arc 
clearly  here  to  stay.  "We  want  to 
build  consumer  awareness  of  our 
name.  That  will  help  us  as  the  luxury 
perfume  bottle  market  becomes  more 
competitive." — Jill  Andresky 


Coming  attractions 

Why  did  CBS/Fox  Video,  the  larg- 
est seller  of  prerecorded  video- 
cassettes  in  the  U.S.  (13.5%  of  the 
market  in  1985),  pick  fames  G.  Fifield 
for  its  new  president  last  November? 
Because  Fifield,  43,  spent  the  last  22 
years  with  General  Mills,  mostly  in 
nonfood  operations  like  toys  and  vid- 
eogames, and  it  seems  CBS/Fox  needs 
somebody  with  steady  nerves  in  the 
downside  of  a  product's  life  cycle.  Af- 
ter five  years  of  phenomenal  growth, 
the  home  video  movie  market  is  ap- 
proaching a  ceiling. 

With  fewer  new  video  stores  open- 
ing and  public  sophistication  grow- 
ing, CBS/Fox'  only  real  sellers  are  the 
biggest,  hottest  new  movies — the 
most  difficult  and  expensive  to  ac- 
quire. Manufacturers'  sales  of  higher- 


Lorimar-Telepictnres  Stuart  Karl 
Looking  for  the  next  hot  thing. 


CBS/Fox  Video  's  James  G.  Fifield 
Play  Casahianca  again,  Jim. 


margin  classic  films,  last  year's  hits 
and  genre  titles  (science  fiction,  hor- 
ror, teen  comedy,  action)  have  slowed 
to  a  crawl,  overwhelmed  by  the  sup- 
ply from  vendors  of  used  videocas- 
settes  and  a  glut  of  more  than  400  new 
titles  a  month.  CBS/Fox,  a  joint  ven- 
ture of  CBS  Inc.  and  Twentieth  Cen- 
tury-Fox, had  sales  of  $250  million 
and  aftertax  earnings  of  $60  million 
last  year,  but  sees  trouble  ahead. 

Fifield's  first  move  is  in  pricing.  In- 
stead of  sticking  with  an  initial  $80 
retail  price  on  hits,  a  price  pegged  to 
the  rental-store  market,  he  is  trying  to 
attract  consumers  building  home  li- 
braries: He  is  dropping  prices  to  $30 
when  sales  have  slowed.  Fifield 
launched  his  new  strategy  with  the 
Five  Star  Collection,  30  films  like  Ro- 
mancing the  Stone  and  Casablanca, 
which  has  quickly  sold  over  a  million 
units.  His  next  tactic?  Expect  to  see 
home  video  advertising.  "(Home  vid- 
eo] was  a  business  of  pushing  product 
through  a  pipeline  for  rental,"  says 
James  Fifield.  "Now  it  is  becoming  a 
business  where  the  product  is  going  to 
be  pulled  through  by  merchandising 
and  advertising." — Alex  Ben  Block 


More  coming  attractions 

While  CBS/Fox  turns  to  organiza- 
tion man  James  Fifield  to  deal 
with  the  maturing  video  market  (see 
preceding  stoiy),  competitor  Lorimar- 
Telepictures  is  going  with  a  shrewd,  if 
mercurial,  entrepreneurial  type.  Stu- 
art Karl,  32,  college  dropout,  started 
out  asking  salesmen  of  hot  new  prod- 


ucts he  liked,  "Is  there  an  indii 
trade  publication?"  If  the  answer) 
no,  Karl  started  one.  He  sold  off  In 
try  Magazine  (for  waterbeds),  Sa 
Sauna,  Video  Store  and  two  other  si 
publications  in  1979,  and  persu^ 
Jane  Fonda  to  don  a  leotard  and  v 
out  for  home  video.  The  rest,  as  i 
say,  is  history. 

In  1984  Karl  sold  out  to  Lorii 
Telepictures,  which  wanted 
strong  distribution  network.  E 
with  its  backing,  Karl  ran  into  at  1 
one  of  Fifield's  problems — the  1 
cost  of  programming. 

So  Karl-Lorimar  Home  Videc 
seeking  opportunity  in  alterna 
products:  new  exercise  tapes, 
toons,  Playboy  Video,  magazine 
eos  based  on  Consumer  Reports 
Parents  Magazine.  Karl  is  also  tes 
made-for-home-video  features, 
stead  of  paying  the  average  $4  mil 
for  a  theatrical  release,  we  believe 
can  produce  a  feature  for  $2  mil 
and  have  that  extra  $2  million  to 
on  marketing."  But,  he  adds,  it's  n 
without  that  initial  theatrical  e: 
sure  and  its  pre-advertising. 

So  he  is  also  trying  sponsored  vid 
which  will  yield  upfront  revenues 
has  taped  the  General  Foods  Cry 
Lite  Aerobics  Competition,  for 
stance.  Red  Lobster  restaurants 
their  name  on  the  "Eat  to  Win"  vi< 

So  the  contest  is  on:  mature,  st( 
organization  man  pushing  price, 
sus  hotshot  entrepreneur  pushing 
new  frontiers,  and  both  being  pus 
by  an  increasingly  crowded  mar 
place.  Place  your  bets. — Gail  Buchs 
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ches  far  nicer  than  Nice.  Bouillabaisse 
/  envy  in  Marseilles.  Art  they  marvel  at  in 
tie.  Ski  resorts  that  rival  St.  Moritz. 
lions  they  love  in  Milan.  Shops  as 
usive  as  Parislheatre  on  a  par  with 
don.  Opera  like  "La  Scala?  Gold  and  silver 
he  pound.  Emeralds  by  the  bushel.  Cities 
ncient  as  Egypt.  Jungles  that  are  wild, 
htlife  that  makes  them  seem  tame.The 
thm  of  theTango.The  beat  of  the  drum, 
roar  of  the  city  Orchids  by  the  acre. 


tern's  alternative  to  Europe: 
in  America. 


ead  of  flying  to  the  Old  World 
discover  the  amazing  wonders 
w  World. 

can  carry  you  to  more  exciting 
Latin  America  from  more  cities 
America  than  any  other  airline. 
)y  our  surprisingly  affordable 
I  vacation  packages  that  come 
/ith  other  surprises,  from 
>litan  cities  to  beautiful  colonial 

more  information  and 
ons,  call  your  Travel  Agent,  or 
\irlinesat  1-800-E-A-S-T-E-R-N. 
1  see  what's  waiting  for  you  in 
lerica  this  year.  We  promise  you, 
>le  new  world. 


VE  EARN  OUR  WINGS  EVERY  DAY' 


wMy  clients  work  hard  for 
their  money.  So  I  work  hard  1 
invest  it  right!' 


Saly  Glassman 
Merrill  Lynch  Financial  Consu 


©1986  Merrill  Lynch 
Fenner&Smith  Inc.  Menib 


"I  feel  my  clients  deserve  nothing  less  from  me  than  total 
commitment. 

"That's  why  we  sit  down  together  first  and  talk  about  your  long 
range  goals  and  what  level  of  risk  is  right  for  you.  Then  we'll  see 
how  best  to  handle  your  basic  financial  needs,  including  asset 
management,  credit  management,  insurance,  and  tax 
minimization." 

With  all  of  Merrill  Lynch  behind  her,  Saly  has  the  resources  to 
help  you  make  the  right  investment  decisions. 

Put  a  professional  Financial  Consultant  like  Saly  Glassman, 
plus  the  strength  of  Merrill  Lynch,  to  work  for  you.  Call  1  800-637- 
7455,  Ext.  9614  for  the  local  Merrill  Lynch  office  nearest  you. 


Merrill  Lynch 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 
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ming  streak  ends.  Measured  in  Dow  points,  not 
itages,  Wall  Street  suffered  one  of  its  biggest  one-day 
early  in  the  recent  two-week  period.  In  that  single 
g  session,  when  the  Dow  industrials  fell  almost  42 
»,  the  5,600  Wilshire  stocks  gave  up  more  than  $46 
l  in  market  valuation.  The  drop  in  the  Wilshire  was 
r  than  the  capitalization  of  Exxon,  the  second-big- 
ompany  by  market  capital.  Chernobyl,  fears  about 
x  weakening  of  the  dollar  and  good  old-fashioned 


profit-taking  contributed  to  the  decline. 

The  correction  was  drastic  but  short.  Investors  didn't 
panic,  and  share  prices  quickly  stabilized.  The  Dow  ended 
the  ten-day  trading  session  2.5%  lower  than  it  was  at  the 
start,  yet  it  managed  to  eke  out  a  0.8%  gain  from  its  low 
during  the  period.  From  its  nadir  the  Wilshire  index  recov- 
ered 1.3%  and  finished  the  stretch  with  only  a  1.6%  loss. 
Secondary  issues  held  up  somewhat  better:  The  Amex 
was  off  0.1%,  the  Nasdaq  0.8%. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

it  change 

5000 

5002 

industrials 

Composite 

Value  Index 

Composite 

4.  weeks 

1.0 

-1.3 

0.0 

0.7 

1.0 

2.7 

52  weeks 

29.4 

28.0 

40.4 

28.6 

19.6 

35.4 

Stock  performance  based  on  six  key  investor  yardsticks 


it  change 


Company  size 


Volatility3 


P/E  multiple 


Dividend  yield 


Growth  profile4 


Share  price 


large 


small 


high 


low 


over  25 


under  5 


over  7.5% 


high 


low 


over  $40 


under  $4 


t  4  weeks 


0.3 


5.1 


8.8 


1.7 


3.2 


1.1 


0.4 


4.5 


6.8 


1.1 


2.2 


3.3 


[  52  weeks 


31.0 


46.3 


71.5 


33.9 


30.0 


44.2 


26.3 


47.6 


60.3 


38.1 


44.1 


27.8 


!  index  reflects  price  performance  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created, 
t  sales 

s  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
itative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 

Jl  data  for  periods  ending  5/9/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Oil  turns  the  tables.  Collapsing  oil  prices  left  the  energy 
sector  with  nearly  a  4%  loss  for  the  last  52  weeks,  while 
the  eight  remaining  Wilshire  sectors  show  52-week  gains 
of  22%  to  46%.  But  in  the  last  ten  trading  days  the 
situation  changed,  at  least  temporarily,  as  the  energy 
group  gained  3.6%  while  the  remaining  sectors  lost 
ground.  Escalation  of  the  conflict  between  Iran  and  Iraq, 


the  start  of  the  warm-weather  driving  season  in  thel 
and  speculation  that  OPEC  would  regain  some  coi 
over  supply  helped  push  up  spot-market  prices.  The 
clear  accident  at  Chernobyl  will  probably  force  the 
sians  to  burn  more  oil  for  electricity.  The  best  en 
gainers  over  the  last  two  weeks:  Louisiana  Land  &  E: 
ration,  Ocean  Drilling  &.  Exploration  and  Ashland  Q 


/\y  Percent  change  in  last  52  weeks  "C^-O-  Percent  change  in  last  two  weeks 


Capital  goods 


+  50 


-25 
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Energy 
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Technology 


+  50 
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Consumer  durables 
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Transportation 
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What  The  Analysts  Think 


Earnings  are  another  matter.  In  the  last  two  weeks  oil 
stocks  moved  opposite  a  declining  market.  At  the  same 
time,  however,  security  analysts  made  the  sharpest  cuts 


in  their  1986  earnings  forecasts  for  the  energy  grc 
Estimates  for  oils  fell  3.5%.  That  comes  on  top  of  a  7. 
scale-back  of  oil  estimates  two  weeks  earlier. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.96 

16.0 

1986  estimates 

3.87 

12.3 

1987  estimates 

4.49 

10.7 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estitt 
in  2  weeks     in  4  w« 

l 

Utilities 

$3.22 

9.4 

2.12% 

1.79* 

2 

Finance 

3.78 

10.8 

0.02 

0.34 

3 

Consumer  nondurables 

2.36 

16.2 

0.02 

1.59 

4 

Capital  Goods 

2.69 

14.8 

-0.23 

-1.04 

5 

Consumer  durables 

4.27 

9J 

-0.30 

-0.14 

6 

Technology 

2.72 

14.9 

-0.83 

-2.13 

7 

Raw  materials 

2.12 

15.1 

-0.85 

-1.85 

8 

Transportation 

2.31 

12.8 

-2.38 

-6.62 

9 

Energy 

2.52 

11.6 

-3.46 

-10.44 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  secunty  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  BH 
Estimate  System  (IBES),  a  service  of  Lynch,  (ones  &  Ryan,  a  New  York-based  brokerage  firm. 

Note^TNatahTpcrunKT^ 
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Andrew  Schneider  and  Mary  Pat  Flaherty 
of  Scnpps  Howard's  Pittsburgh  Press  have  won  the 
1986  Pulitzer  Prize  for  Specialized  Reporting —  the  31st  time 
Scripps  Howard  has  been  honored  with  a  Pulitzer. 

Our  tradition  of  consistent  excellence  in  reporting 
spans  more  than  a  century.  We're  proud  of  Andrew  and 
Mary  Pat  for  their  part  in  continuing  that  tradition. 

™  SCRIPPS 
HOWARD 


Scnpps  Howard  has  13  daily  newspapers,  46  non-dailies,  nine  television  stations,  five  radio  stations 
We  serve  265,000  basic  cable  subscribers  and  have  interests  in  media  services,  publications 
and  other  media-related  fields.  For  information  on  Scripps  Howard,  contact 
Corporate  Communications,  1100  Central  Trust  Tower,  Cincinnati,  Ohio  45202. 


Statistical  Spotlight 


How  safe  are  those  fat  utility  dividends? 
Not  only  the  nuclear-heavy  electrics  de- 
serve close  watching.  Some  of  the  others  are 
short  on  cash,  too. 

Looking  past 
Chernobyl 


By  Michael  Ozanian 

ONCE  THE  INITIAL  PANIC  I 
the  Soviet  nuclear  di|l 
subsided,  investors  pil 
share  prices  of  most  electric  utjl 
back  to  previous  levels.  But  the  I 
ter  sharply  reminded  them  thai] 
should  look  closely  at  any  powell 
ity's  assets  and  how  solidly  it  is « 
ing  its  dividends. 

Chernobyl,  of  course,  means  i 
ble  for  owners  of  the  27  reacto 
various  stages  of  completion  iij 
country.  "We're  worried  about  g< 
new  plants  licensed  by  the  Ni 
Regulatory  Commission,"  says 
Luftig  of  Salomon  Brothers.  If  lie 
are   delayed,    there   will  be 
months  in  which  the  utility  h 
cover  the  cost  of  financing  the 
out  of  its  own  pocket.  Utilitiesi 
also  been  finding  it  harder  to  ea 
adequate  return  once  a  nuclear 
is  turned  on.  "Rate  commission 
finding  excuses,"  says  Luftig.  He 
Duquesne  Light,  which  recentl! 
its  dividend  from  $2.06  to  $1. 
anticipation  of  not  getting  reasol 
rate  treatment  for  two  plants  in 
and  Pennsylvania. 

The  table  below  lists  15  eh1 
utilities  with  significant  fin^ 
risk  from  unfinished  or  unlict 
nuclear  plants.  The  column  "Nvj 


Nuclear  load 

These  utilities  have 
tied  up  in  unfinished 

a  large  percentage  of  their  capital   ones  in  states  with  low 
or  unlicensed  nuclear  plants.  The  particular  danger  of  never 

'regulatory  rankings"  are 
fully  recovering  the  costs. 

Nuclear 

rate 
impact2 

Cash  flow/ 
dividend 
1985 

 Price  

Nuclear 

Company  exposure1 

Regulatory 
climate3 

Interest 
coverage4 

52-week 
recent  high-low 

Dividend 

Yie 

El  Paso  Electric 

294% 

81% 

C  + 

2.0 

1.6 

16  Va 

18'/2-123/4 

$1.52 

Philadelphia  Electric 

245 

28 

D  + 

1.9 

0.6 

17% 

20'/4-137/8 

2.20 

12. 

United  Illuminating 

235 

30 

B 

2.2 

2.8 

313/8 

353A-15 

2.32 

Pub  Svc  New  Hampshire 

204 

71 

C 

0.9 

NA 

9Vi 

11%-  37s 

0.00 

Long  Island  Lighting 

203 

47 

B 

1.6 

NA 

11% 

145/8-  53/4 

0.00 

Illinois  Power 

202 

40 

B- 

2.2 

1.4 

25% 

29'/4-21% 

2.64 

10. 

Centerior  Energy5 

190 

41 

C 

NA 

NA 

.241/2 

25%-23% 

2.56 

10. 

Ohio  Edison 

176 

34 

C 

1.4 

1.2 

18V4 

203/4-14 

1.92 

10. 

Northeast  Utilities 

164 

23 

B- 

2.4 

2.0 

20% 

227/8-14l/2 

1.68 

8. 

Gulf  States  Utilities 

163 

27 

D 

1.4 

1.1 

10 

16'/2-  9% 

1.64 

16. 

AZP  Group 

161 

40 

C- 

2.3 

1.7 

285/s 

32  -22 Vi 

2.72 

9. 

Eastern  Jtilities 

158 

25 

C 

1.9 

2.2 

3 1  <  - 

37  -18% 

2.18 

6 

Central  Hudson  Gas  &  Elec 

153 

20 

C  + 

2  5 

2.0 

33 

35'/s-24 

2.96 

9.' 

Carolina  Power  &  Light 

149 

27 

C 

2.9 

2.9 

33  Va 

357/8-25'/8 

2.68 

8. 

Duquesne  '-.ight 

120 

25 

D  + 

2.0 

1.3 

13% 

19V2-13 

1.20 

8.< 

\'A  Not  available  1  Investment  in  nuclear  plants  not  currently  on  line,  as  a  percentage  of  common  stock  equity  2Estimated  rate  increase  needed  to  recover  constru 
costs  wl  ten  pending  plants  become  operable.  3Salomon  Brothers'  grading  of  state  utility  commission  willingness  to  grant  rate  increases.  4Earnings  (excluding  A 
before  interest  and  taxes,  divided  by  interest  charges.  'Formed  Apr.  29  as  merger  of  Cleveland  Electric  and  Toledo  Edison.                 Source:  Salomon  Broth 
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Self-sufficient 

se  utilities  ranked  high  in  ability  to  cover  construc- 
costs  with  cash  flow.  Just  as  important,  however,  is 

"Interest  coverage."  This  measures 
company  is  servicing  its  debt. 

how  comfortably  a 

IflO/.C    J-  1007C 

ay 

const 
expend 
Imii) 

internal 
cash 
(mil) 

cash/ 
const 

Interest 
coverage 

Cash  flow/ 
dividend 
1985 

 Price 

recent 

52-week 
high-low 

Dividend  Yield 

AFDC7 
earnings 

>vc  Indiana 

$164 

$  683 

4.2 

NM 

4.9 

11  »/8 

12Ve-  67/8 

$0.00 

0.8% 

City  Gas  &  Elec 

98 

250 

2.6 

1.3 

0.8 

niA 

19V8-  9% 

1.18 

6.7% 

130.7 

Utilities 

50 

113 

2.3 

1.9 

2.2 

31% 

37  -18% 

2.18 

6.9 

NA 

d  General 

160 

350 

2.2 

3.6 

2.9 

25  % 

28'/2-177/s 

1.90 

7.4 

25.6 

81 

160 

2.0 

4.4 

3.4 

32 

32%-22'A 

2.28 

7.1 

1.0 

<y  Utilities 

84 

165 

2.0 

4.2 

2.7 

37  W 

38  -26 

2.52 

6.8 

0.5 

esources 

86 

146 

1.7 

3.3 

2.5 

40% 

42  -31 

3.20 

7.9 

NA 

orp 

641 

1,080 

1.7 

2.4 

3.7 

33% 

36%-27 

2.40 

7.2 

19.8 

ower 

97 

152 

1.6 

3.2 

2.0 

25 

27%-20 

1.72 

6.9 

19.1 

it  Energy 

71 

110 

1.6 

3.2 

2.8 

40% 

43%-26% 

2.96 

7.2 

1.8 

ated.    NA:  Not  available.    'Allowance  for  funds  used  during  construction  (see  text). 

Sources:  Salomon  Brothers,  Dean  Witter 

re"  shows  the  total  investment 
:inished  nuclear  plants  ex- 
.  as  a  percentage  of  shareholder 
To  take  a  worst-case  regula- 
tastrophe,  if  Long  Island  Light- 
iply  had  to  write  off  its  Shore- 
iant  and  a  nuclear  plant  that 
ady  yet,  it  would  have  a  pretax 
ual  to  203%  of  shareholder  eq- 
lco  hasn't  paid  a  common  divi- 
i  two  years  and  is  $127  million 
irs  on  its  preferred  dividends, 
-tolerant  investors  may  be  in- 
d  in  Northeast  Utilities.  The 
cently  completed  construction 
Millstone  3  plant  in  Connecti- 
d  it  hopes  to  start  getting  elec- 
from  its  4.1%  interest  in  the 
ak  1  plant  in  New  Hampshire 
lis  year.  Construction  outlays 


are  winding  down,  making  dividend 
raises  more  affordable. 

The  last  two  tables  examine  a  util- 
ity's ability  to  pay  for  its  construc- 
tion. The  column  "Cash/construc- 
tion" shows  how  estimated  construc- 
tion costs  could  be  paid  with  internal 
cash  rather  than  debt  or  new  equity. 
Tucson  Electric  Power,  which  doesn't 
even  have  any  nuclear  plants  to  worry 
about,  falls  far  short  of  covering  cur- 
rent construction  outlays  with  its 
earnings  and  depreciation.  It  won't  be 
short  of  cash,  however,  since  it  has 
already  financed  its  $950  million  con- 
struction budget. 

Nancy  Fertig  of  Dean  Witter  sug- 
gests looking  skeptically  at  the  per- 
centage of  earnings  made  up  of  allow- 
ance for  funds  used  during  construc- 


tion. This  is  a  noncash  credit — 
phantom  earnings,  really — which  pre- 
tends that  the  company  is  earning  a 
return  on  plants  still  abuilding.  A 
project  on  which  $2  billion  was  spent 
over  the  last  decade,  for  example, 
might  be  carried  on  the  books  at  $2.5 
billion,  including  $500  million  in  cap- 
italized phantom  earnings.  If  all  goes 
well,  the  company  will  get  real  reve- 
nues in  later  years  that  give  it  credit 
for  having  built  a  $2.5  billion  plant. 
But  all  may  not  go  well,  and  the  $500 
million  of  past  "earnings"  may  prove 
to  be  very  hypothetical  indeed.  So, 
generally  speaking,  the  smaller  the 
contribution  of  phantom  earnings, 
the  higher  the  quality  of  earnings  and 
the  stronger  the  possibility  of  a  con- 
tinuance of  dividends.  ■ 


Dividends  that  may  have  to  yield 


se  utilities  aren't  able  to  cover  construction  expen-  ance  for  funds  used  during  construction)  to  earnings  can 
with  cash  flow.  A  high  ratio  of  AFDC  (allow-  also  spell  trouble,  since  AFDC  is  a  noncash  credit. 


res 


my 


 1986E  +  1987E- 

const  internal 

expend  cash 
(mil)  (mil) 


cash/ 
const 


Interest 
coverage 


Cash  flow/ 
dividend 
1985 


-Price- 


52-week 

high-low  Dividend 


Yield 


AFDC1/ 
earnings 


tates  Util 


$477 


$100 


0.2 


1.4 


1.1 


10 


\6Vi-  9% 


$1.64 


16.4% 


104.0% 


dison 


820 


206 


0.3 


1.4 


1.2 


18 'A 


20%- 14 


1.92 


10.4 


90.5 


c  New  Mex 


297 


92 


0.3 


2.3 


1.3 


32% 


37%-25 


2.92 


8.9 


66.0 


:  &  Rock  Util 


169 


54 


0.3 


4.7 


3.4 


30% 


32  -24% 


2.14 


6.9 


5.0 


i  Elec  Power 


371 


124 


0.3 


3.3 


2.3 


53% 


54%-36% 


3.30t 


6.2 


59.7 


t  Edison 


520 


175 


0.3 


1.7 


1.8 


16% 


19%- 14 


10.0 


73.7 


elphia  Elec 


1,292 


455 


0.4 


1.9 


0.6 


17% 


20'/4-13% 


2.20 


12.4 


99.7 


I  Illuminating 


127 


50 


0.4 


2.2 


2.8 


31% 


35%- 15 


2.32 


7.4 


NA 


roup 


633 


260 


0.4 


2.3 


1.7 


28% 


32  -22'/2 


2.72 


9.5 


20.1 


tonwealth  Edison  2,985 


1,250 


0.4 


2.0 


1.9 


31 'A 


35%-27 


3.00 


9.6 


70.8 


nated    NA:  Not  available.    'Allowance  for  funds  used  during  construction  (see  text)    t  Stock  distribution  of  Alamito. 

Sources:  Sub  mum  Hruthers,  Deun  Witter 


;,  JUNE  2,  1986 


235 


wmmmmmmmmmmm 

COMMERZBANK  £9& 


»Success 
is  the  product 
of  a  charted  course 
and  hard  work« 


Strong  gains  achieved  in  1985 


Earnings  reach  record  level 

Equity  base  strengthened  substantially 

Commerzbank  achieved  excellent  results  in  1985.  Against 
a  background  of  favorable  market  developments,  all  sectors 
-  both  domestic  and  international  -  surpassed  their  targets 
and  increased  market  share.  The  year  was  highlighted  by 
record  profitability  and  a  marked  strengthening  of  the  equity 
base,  thus  enhancing  the  prospects  for  sound  future  growth 
in  line  with  the  Bank's  strategic  objectives.  The  Group's  equi- 
ty capital,  bolstered  by  the  Parent  Bank's  capital  increase 
in  early  1986,  now  stands  at  DM  4.76  billion. 

Consolidated  totai  assets  in  1985  advanced  by  11.8%  to 
DM  1372  billion,  while  overall  business  volume  reached 
almost  DM  150  billion.  Earnings  for  both  the  Parent  Bank  and 
the  Group  rose  sharply  to  all-time  highs.  This  enabled 
Commerzbank  again  to  add  significantly  to  its  loan  loss 
provisions  and  to  reserves,  and  also  to  raise  its  dividend  by 
one-third  to  DM  8,  or  16%  per  share. 

Foreign  commercial  business,  particularly  export  financ- 
ing, was  brisk,  and  healthy  growth  was  recorded.  Com- 
merzbank reinforced  its  prominent  position  in  international 
underwriting,  lead  or  co-managing  100  foreign  DM  bond 
issues  worth  a  total  of  DM  21.3  billion. 
It  was  also  among  the  first  to  market  DM  zero  bonds  and 
F~RNs.  Asset  management,  including  investment  counselling 
and  broker/dealer  services,  contributed  notably  to  the 


year's  performance,  as  did  the  Bank's  international  net- 
work. Overall,  fee  income  was  up  25%,  and  the  rise  in  earn- 
ings from  own-account  dealings  was  even  higher. 

Commerzbank  (Switzerland)  Ltd,  Zurich,  started  oper- 
ations in  May  1985,  and  a  fourth  U.S.  office  was  opened  in 
Los  Angeles.  Commerzbank  is  active  around  the  world 
through  some  70  outlets  in  over  30  countries. 

Commerzbank  Group  Highlights 

1985  1984 

in  DM  billion  m  DM  billion 

Total  assets  137.2  122.7 


Borrowed  funds 

up  to  4  years 

91.8 

78.7 

4  years  and  over 

38.9 

38.5 

Total  lending 

94.4 

90.3 

Capital  and  reserves 

4.8* 

3.1 

•as  of  March  31.  1986. 

For  further  information,  please  contact: 

Commerzbank  AG,  Atlanta  (Agency),  Suite  1010,  2  Peachtree  Street 
N.W.  Atlanta,  GA  30383, Telephone:  (404)  524-0665,  Telex:  ITT  4611  085 

Commerzbank  AG,  Chicago  Branch,  55  East  Monroe  Street,  Suite  4640 
Chicago  JL  60603, Telephone:  (312)  977-0400,  Telex:  WU  253360 

Commerzbank  AG,  Los  Angeles  (Office),  707  Wilshire  Boulevard,  Suite  3627 
Los  Angeles,  OA  90017,  Telephone:  (213)  623-8223,  Telex:  ITT  4720321 

Commerzbank  AG,  New  York  Branch,  55  Broad  Street,  New  York 
N.Y.  10004-2552,  Telephone:  (212)  208-6200,  Telex: WUI  667488 


Foreign  Branches  and  Subsidiaries:  Amsterdam,  Antwerp,  Atlanta,  Barcelona,  Brussels,  Chicago,  Hong  Kong,  London,  Los  Angeles,  Luxembourg,  Madrid, 
New  York,  Osaka,  Paris,  Rotterdam,  Singapore,  Tokyo,  Zurich.  Representative  Offices  Abroad:  Beijing,  Buenos  Aires,  Cairo,  Caracas,  Copenhagen,  Jakarta, 
Johannesburg,  Manama  (Bahrain),  Mexico  City,  Moscow,  Rio  de  Janeiro,  Sao  Paulo,  Sydney,  Tehran,  Tokyo,  Toronto. 


Insurance 


holder  of  an  old  whole  life  policy  can 
letimes  do  well  cashing  it  in  for  an 
bange  policy.  But  watch  out  for  those 
dious  loads. 

Should  you 
switch? 


By  Richard  Morals 


Year 


0 


rATE  Smith,  69,  had  a  long- 
standing whole  life  policy.  He 
,vas  paying  a  $13,500  yearly 
im  for  $500,000  in  coverage 
earning  only  4%  on  the  cash 
ler  value  of  the  policy.  After  20 
)f  premium  payments  he  had 
;p  a  $150,000  surrender  value, 
ited  a  better  return, 
hie  was,  Smith  was  in  poor 
and  probably  couldn't  pass  a 
il.  Just  the  same,  he 
an  Executive  Life 
with  the  same 
t  of  coverage,  an  ini- 
vestment  return  of 
no  upfront  sales 
>  and  no  medical  ex- 
lis  $7,500  premium 
a  little  more  than 
lat  he  used  to  pay. 
h  found  the  newest 
e  in  the  life  insur- 
industry — the  "ex- 
"  policy.  Popular- 
l  Fred  Carr's  Execu- 
fe  Insurance  Co.  in 
xchange  policies  are 
id  to  bring  in  at  least  $200  mil- 
premiums  this  year.  Summit 
al,  Pacific  Standard  and  United 
nancial  Corp.  have  joined  Ex- 
:Life. 

hange  is  a  system  whereby  you 
le  client  the  same  amount  of 
>e  [and]  the  same  cash  value, 
lower  or  vanishing  premium," 
y  A.  Smith,  president  of  Life 
ice  Rx  Corp.  in  Novato,  Calif. 
I  that  possible?  The  old  policy 
>ued  when  interest  rates  were 
A  new  insurer  investing  at  to- 
ates  can  step  in  with  better 


terms  and  still  make  a  profit. 

The  holders  of  traditional  whole 
life  policies — the  policies  that  have 
built-in  savings — are  ideal  candidates 
for  exchange.  Life  Insurance  Rx, 
which  acts  as  a  backroom  clearing- 
house for  companies  involved  in  ex- 
changes, estimates  there  are  150  mil- 
lion whole  life  policies  out  there  with 
cash  values  building  up  at  interest 
rates  of  4.5%  or  less. 

The  old  policies,  moreover,  have 
mortality  assumptions  that  go  back  to 


Trading  up 


Buy  an  exchange  policy  and  invest  the  difference? 


-Cash  surrender  values1- 


whole  life 
earning  3.5% 


-exchange  life- 


earning  6% 


with  premium 

savings2 


10 


15 


20 


$100,150 


144,345 


196,007 


239,059 


279,971 


$100,150 


128,247 


159,554 


194,653 


233,028 


'Assumes  male,  45,  with  $500,000  United  Cos.  life  insurance  policy. 
Surrender  value  plus  cumulative  premium  savings  if  savings  are 
invested  at  6%.  Source  Life  Insurance  Rx  Corp 


a  time  when  people  didn't  live  as  long. 
By  assuming  that  holders  will  die  off 
quickly,  the  old  policies  assigned  too 
much  of  the  premium  to  pay  for  death 
benefits,  leaving  less  to  build  up  as 
cash  value.  The  new  policies  assume 
lower  death  rates,  although  the  insur- 
er has  the  right  to  revert  to  a  different 
mortality  table  if  its  policyholders 
turn  out  to  be  especially  short-lived. 

What's  the  hitch?  There  are  two. 
First,  exchange  policies  have  stiff 
back-end  loads,  known  as  "surrender" 
charges.  These  usually  start  at  125% 
of  the  first  year's  premium  and  then 


drop  over  20  years. 

Second,  the  comparisons  provided 
by  agents  tend  to  quote  tempting  but 
unrealistic  rates  of  investment  return. 
The  issuers  are  currently  crediting 
around  10%  on  the  savings  portion  of 
the  exchange  policy,  but  rates  are 
headed  down  fast. 

The  new  policy  leaves  the  issuer 
with  considerable  freedom  to  cut 
rates  in  later  years  in  line  with  invest- 
ment experience.  Current  rates  on 
long-term  utility  bonds  are  8%  to  9%, 
a  good  figure  to  use  in  making  projec- 
tions about  how  fast  the  cash  value 
will  grow. 

To  be  even  more  conservative,  get 
projections  based  on  the  new  policy's 
guaranteed  values.  These  are  the  cash 
values  based  on  the  minimum  invest- 
ment return  the  company  can  pay  and 
the  most  pessimistic  mortality  table 
it  can  use. 

In  the  table  we  compare  surrender 
values  on  an  old  whole  life  policy 
with  those  on  an  exchange  policy 
from  the  same  insurer,  United  Cos. 
Life  of  Baton  Rouge,  La.  The  surrender 
value  is  cash  value  minus  that  surren- 
der charge.  In  the  worst  case,  United 
guarantees  its  exchange  policy  hold- 
ers a  minimum  rate  of  6%  and  a  1980 
mortality  table.  The  old  policy  uses  a 
1958  mortality  table,  has  a  rate  of 
3.5%  and  pays  a  dividend. 

Does  it  pay  to  switch?  At  first 
blush,  no.  Because  of  the  125%  back- 
end  load,  the  exchange  poli- 
cy has  lower  surrender  val- 
ues than  the  old  whole  life 
policy.  But  that's  not  the 
entire  picture.  For  the  same 
$500,000  death  benefit,  our 
hypothetical  45-year-old 
was  paying  $9,695  annually 
for  his  whole  life  policy, 
but  only  $1,707  with  the 
new  policy.  The  third  col- 
umn shows  what  happens  if 
the  $7,988  annual  savings 
is  invested  at  6%  aftertax, 
and  this  savings  pool  is  add- 
ed to  the  surrender  value  of 
the  new  policy.  The  total  is 
dramatically  better  than  the  cash  val- 
ue of  the  old  policy. 

One  final  caution.  Actual  results 
are  only  as  good  as  the  portfolio  be- 
hind the  policies.  Executive  Life's 
high  investment  rates  come  from  Fred 
Carr's  expertise  in  junk  bonds.  If  too 
many  of  these  bonds  go  into  default, 
the  earnings  will  be  disappointing. 

"We'd  love  to  offer  it  to  our 
clients,"  says  Shari  Dearborn,  vice 
president  at  Shearson  Lehman  Broth- 
ers. "We've  stayed  away  from  Execu- 
tive for  the  last  several  years  because 
of  [the  portfolio].  It's  a  gamble."  ■ 


$100,150 


175,978 


271,159 


391,737 


544,502 
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The  Money  Men 


Neither  terrorist  bombs  nor  unfamiliar  ac- 
counting is  keeping  General  Electrics  pen- 
sion fund  from  foreign  shores. 

The  overseas 
hedge 


By  Geoffrey  Smith 


It's  no  longer  unusual  to  see 
U.S.  pension  fund  money  heading 
overseas.  Even  so,  the  degree  of 
foreign  involvement  at  the  General 
Electric  pension  fund  is  decidedly  un- 
usual. Its  assets  in  foreign  stocks 
jumped  from  $220  million  to  $460 
million  last  year,  from  4.3%  to  6.3% 
of  its  total  equity  portfolio.  That  is 
nearly  double  the  average  percentage 
invested  overseas  by  other 
U.S.  pension  funds.  GE  is 
also  out  of  the  ordinary  on 
another  count:  It  runs 
some  of  its  foreign  stocks 
in-house. 

Overseer  of  this  push 
abroad  is  John  Reinsberg, 
30,  who  works  out  of  the 
Stamford,  Conn,  head- 
quarters of  General  Elec- 
tric Investment  Corp.  A 
Columbia  Business 
School  graduate,  whose 
father  is  an  international 
metal  trader,  Reinsberg 
worked  briefly  for  Jardine 
Matheson  in  Hong  Kong 
and  a  merchant  bank  in 
London  before  joining  GE. 
After  three  years  in  the 
company's  extensive  bar- 
ter and  countertrade  oper- 
ations, he  took  over  the 
foreign  portfolio  last  year. 
In  1985  GE  delivered  a 
50%  return,  which  is 
comfortably  above  the 
39.5%  average  return  of 
international  mutual 
funds  tracked  by  Lipper 
Analytical  Services. 


The  falling  dollar,  of  course,  is  part 
of  the  reason  for  last  year's  success. 
What  if  the  dollar  strengthens  again? 
"Well,  there  are  various  ways  of  hedg- 
ing your  exchange  rate  risk,"  Reins- 
berg replies  confidently.  "But  our  be- 
lief is  that  there's  no  reason  to  hedge, 
because  the  dollar  will  continue  to 
weaken  until  the  Group  of  Seven  sta- 
bilizes the  major  currencies.  That 
seems  to  us  to  be  the  only  reasonable 
solution,  since  the  exchange  rate  vol- 


atility   we've    had  recently 
healthy  for  any  economy." 

The  other  reason  GE  is  buyin| 
eign  stocks  is  the  notion  that  Ei] 
and  [apan  now  have  little  choice 
to  reflate  their  domestic  econoij 
Reinsberg  ticks  off  the  indica 
"Lower  real  interest  rates  across 
board  in  most  foreign  industrial 
economies.    Lower  inflation 
Higher  employment  levels.  Lowej 
prices,  which  foreign  countries  arj 
ing  to  benefit  from  much  more 
we  will.  Also,  there's  been  a  raa 
privatizations  and  denationalizati 
in  some  countries.  That's  encou 
ing.  Then  you  have  massive  tax 
in  Europe,  stimulation  of  the  doi) 
tic  economies.  That  is  someql 
new.  Until  very  recently  most 
these  economies  have  been  empbi 
ing  exports.  What  all  this  meafl 
higher  consumer  spending,  and  rri 
higher   corporate  profitability. 
1986,  projections  call  for  corpoj 
profitability  to  be  up  40%  in  Italy! 
up  around  15%  to  20%  in  Francej 
Germany,  versus  probably  less  t 
half  of  that  here." 

U.S.  pension  funds  have  gotten 
travel  bug  before,  of  course,  onli 
come  home  much  the  poorer.  11 
was  a  big  flurry  of  overseas  em 
investment   in  the 
Sixties,  for  example, 
that  U.S.  pension  mo 
all  went  into  the  si 
well-known  stocks — 1 
Philips  Lampworks,  F 
al  Dutch  Petroleum 
Unilever — and  had  a  ll 
time    getting  out 
scathed  when  stock  n 
kets  collapsed  in  the  e< 
Seventies. 

Ancient  history,  s 
Reinsberg  with  a  sru 
For  one  thing,  liqui< 
has  increased  dramati 
ly  of  late.  "In  U.S.  doll 
trading  volume  in  Mi 
went  from  $3.8  billioi 
$14.3  billion  last  year,' 
says.  "In  the  Netherla 
it  went  from  $1 1.9  bill 
to  $17.1  billion.  In  Frai 
from    $10.2  billion 


billion,  and 


John  Reinsberg,  GE's  overseas  fund  manager 
Around  the  world  with  $460  million  in  assets. 


$17.8 
forth." 

That  can't  all  be 
cause  of  U.S.  pens 
money.  "Locally,  pec 
are  putting  more  mo: 
into  equities  than  I  th 
we've  ever  seen  histori 
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:  says.  "But  now  add  a  35% -a- 
owth  rate  in  U.S.  pension  fund 
r  invested  overseas  and  that  the 
se  just  passed  legislation  per- 
g  their  pension  funds  to  have 
•  investment  overseas." 
that  new  money  into  relatively 
r  markets  and  you  get  the  thin 
ihenomenon:  Some  stocks  go 
h  the  roof.  "Sure,"  says  Reins- 
'Something  like  60%  of  the 
r,  volume  on  the  German  mar- 
st  year  was  foreign,  and  the 
:r  of  equities  there  for  a  large 
i  player  are  very  limited.  So  the 
t  can  move  up  and  down  rather 
y." 

ids  risky.  You  have  to  contend 
ly  with  what  are  still  by  U.S. 
rds  narrow,  volatile  markets, 
>o  with  foreign  exchange  risk 
try  different  accounting  sys- 
But  Reinsberg  takes  the  over- 
counting as  a  blessing  in  dis- 
"You  really  have  to  dig  deep 
:ompany's  balance  sheet  to  de- 
e  its  true  value,"  he  says.  "But 
rou  dig,  you  often  find  that  hid- 
serves  and  provisions  for  this 
tat  can  make  certain  stocks 
ttractive.  Some  Japanese  insur- 
3mpanies  and  banks  have  land 
uity  portfolios  that  are  tremen- 
idden  assets  in  rising  markets, 
ve  the  same  thing  in  Germany, 
stock  in  Deutsche  Bank  is  a 
for  the  German  economy  be- 
the  bank  has  important  posi- 
ti  so  many  German  companies. 
>,  foreign  companies  are  now 
ng  much  more  openly  and 
nore  frequently,  which  is  a  sig- 
t  change." 

compare  U.S.  stocks  with  Ger- 
r  Italian  stocks  in  the  same  in- 
to look  for  value.  Says  Reins- 
'You  can  now  determine,  for 
le,  that  foreign  chemical  corn- 
are  selling  at  a  discount  to  U.S. 
:al  companies  even  though 
;  more  competitive.  And  there's 
cal  reason  for  that." 
:  had  to,  says  Reinsberg,  he 
ell  the  foreign  stockholdings  in 
)ension  funds  virtually  over- 
although  collecting  might  take 
months  (Forbes,  May  5).  "The 
itional  portfolio  is  here  to  en- 

GE's  overall  performance," 
Ginsberg.  "If  we  start  underper- 
g  the  U.S.  market  to  any  large 

we'll  scale  right  back,"  says 
erg's  boss,  Senior  Vice  Presi- 
rthur  Bahr. 

he  doesn't  expect  to  do  that, 
increased  investment  is  no 
ion,"  he  says.  "What  you're 
is  a  continuation  of  the  global- 
i  of  the  securities  market."  ■ 


Join  the  world's  best  golfers 
in  Denver,  Colorado 
August  11-17,  1986  for 

"the  International," 

a  new  PGA  TOUR  event. 

Castle  Pines  Golf  Club,  designed  by  Jack  Nicklaus,  will  host  a  top  international  field 
that  will  compete  for  $1,000,000  in  the  most  unique  format  on  the  PGA  TOUR. 

The  Stableford  System,  which  has  greater  rewards  for  birdies  and  eagles,  will  inspire 
an  aggressive  style  of  play  creating  the  ultimate  in  spectator  excitement.  Daily  playoffs  will 
occur  as  the  field  will  be  reduced  through  the  first  four  days  of  competition,  leaving  twelve 
finalists  on  Sunday  to  compete  for  $700,000  of  the  total  purse. 

"The  INTERNATIONAL"  is  in  the  tradition  of  The  Masters  and  The  Memorial, 
with  only  weekly  admission  badges  available.  Admissions  will  be  limited  to  20,000  badges 
only.  No  daily  tickets  will  be  sold  and,  to  date ,  1 5 ,000  weekly  badges  have  been  purchased. 

Individual  and  corporate  badge  packages  are  available.  For  a  free  brochure  or  to  order 
your  badges  now,  please  call  toll-free  1-800-448-1986,  or  in  Colorado  1-800-443-1986. 


-INTERNATIONAL 

at  Castle  Pines  Golf  Cwb 

Merrill  Lynch,  Nabisco  Brands,  TEXTRON  and  U  S  WEST 
will  sponsor  this  exciting  invitational  to  be  televised  on  CBS  Sports. 


Surprising  PPG: 

Adividend  growth  record  that  beats 
the  S&P  500  by  almost  40  percent. 


Since  1975,  PPG's  compound 
dividend  growth  has  outperformed 
the  Standard  &  Poor's  500  divi- 
dend growth  1 1.2  to  8.0  percent. 

Surprising?  Not  really.  PPG's 
solid  growth  has  been  a  direct 
result  of  tough,  conservative  man- 
agement that  has  rewarded  in- 
vestors with  14  consecutive 
years  of  dividend  increases,  and 
an  impressive  total  average  annual 
return  of  2 1 .5  percent  over  the  past 
10  years. 

Best  of  all, 
that's  only  the 
beginning.  You 
can  see  our  plan 
for  the  future  ■ 
in  black  and 
white.  Just 
call  James  F. 
Compton, 
Director  of  Inves- 
tor Relations,  at 
(412)434-2120.  Or 
complete  and  mail 
the  coupon. 


DIVIDEND  INDEX  (Base  Year- 1975) 


75    76    77    78    79    '80    '81    '82    '83    '84  1985 


We've  had  to  work  hard-and 
smart-to  achieve  our  success.  _ 
Because  the  competition  has  |  | 
never  been  tougher. 


PPG  Industries,  Inc. 

Corporate  Communications  Dept.  I.CM  30 
One  PPG  Place 
Pittsburgh,  PA  15272 


Name- 


Company- 

Address  

City  


.State. 


.Zip- 


Individual  Investor 

Institutional  Investor    □  Broker 
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GENERALE  BANK 
1985  RESULTS 


SHORTER  NAME  ADOPTED 


Our  name  has  been  shortened  to  make  our 
Bank  easier  to  identify. 
Since  April  1985,  the  Bank's  international 
name  has  been:  GENERALE  BANK. 


Most  of  our  subsidiaries  and  foreign  branches 
have  changed  their  names  to  stress  their  links 
with  the  parent  company,  which  in  Belgium  is 
called:  Generale  de  Banque  -  Generate  Bank. 


GENERALE  BANK  CONSISTS  OF: 


The  parent  company  with  1 2  regional  offices 
and  1170  branches  in  Belgium,  and: 

•  subsidiaries  in  London,  Paris  and  Hong  Kong, 

•  branches  in  Cologne, Tokyo,  Milan, 
Singapore,  Madrid,  New  York  and  Lisbon, 

•  large  stakes  in  Banque  Generale  du 
Luxembourg,  the  Belgo-Zairoise  Group  and 


Banque  Europeenne  pour  I  Amerique  Latine, 
and  around  60  banks  and  near-bank  service 
companies  in  Belgium  and  abroad, 
representative  offices  in  Mexico  City, 
Tehran,  Beirut,  Beijing,  Sao  Paolo, Tokyo, 
Melbourne,  Moscow  and  to  the  EEC. 


SHARP  GROWTH  IN  ACTIVITY  AND  GROUP  RESULTS 


1985 

1984 

% 

% 

BF 

USD 

BF 

USD 

inBF 

in  USD 

rate: 

rate: 

50.3175 

62.90 

(billions) 

Balance  sheet  total 

2,061 

40.960 

1,940 

30.843 

+ 

6.3 

+  32.8 

Customers'  deposits 

1,105 

21.961 

1,051 

16.709 

+ 

5.2 

+  31.4 

Due  to  banks 

816 

16.217 

741 

11.781 

+ 

10.2 

+  37.7 

Bank  loans 

570 

1 1 .328 

527 

8.378 

+ 

8.3 

+  35.2 

Private  sector  loans 

750 

14.905 

787 

12.512 

4.8 

+  19.1 

Public  sector  loans 

611 

12.143 

507 

8.060 

+ 

20.4 

+  50.7 

(millions) 

Own  funds 

35,092 

697.411 

32,013 

508.951 

+ 

9.6 

+  37.0 

Gross  profit 

21,588 

429.036 

17,378 

276.280 

+ 

24.2 

+  55.3 

Provisions  and 

allocations  for 

depreciation  and 

decreases  in  value 

13,569 

269.668 

12,997 

206.630 

+ 

4.4 

+  30.5 

Income  tax 

2,734 

54.335 

1,888 

30.016 

+ 

44.8 

+  81.0 

Minority  third-party 

interests 

363 

7.214 

387 

6.153 

6.2 

+  17.2 

Net  profit 

4,922 

97.819 

2,106 

33.482 

+  1 

33.7 

+  192.2 

Generale  Bank  -  New  York  Branch 

Tower  49 

12  East  49th  street  22  nd  Floor 
New- York  -  NY  100  -  17  USA 


Generale  Bank 

Montagnedu  Pare,  3  B  - 1000  Bruxelles 
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MONEY  &  INVESTMENTS 

)cks  too  high?  Bond  yields  too  low? 
jy  then,  consider  convertible  deben- 
res.  But  steer  clear  of  junk. 

AC-DC  ISSUES 


By  Ben  Weberman 


fertible  debentures,  bonds  that 
onvertible  into  common  stock, 
quietly  become  the  hot  item  in 
icurities  markets.  Investors,  un- 
essed  by  current  yields  of  7.5% 
reasury  bonds  and  chary  about 
cs  with  the  Dow  Jones  industrial 
ige  close  to  1 800,  bought  over  $4 
>n  worth  of  convertibles  in  the 
marter  of  1 986,  more  than  twice 
mount  in  the  same  period  last 
Net  cash  raised  through  eon- 
bles  for  all  of  1985  was  $10.1 
>n,  against  $6.4  billion  in  1984. 
rertible  bond  mutual  funds  have 
selling  new  shares  at  the  rate  of 
million  a  month, 
is  extraordinary  interest  sig- 
an  interesting  shift  in  investor 
lology.  Convertible  securities 
to  be  purchased  as  a  cautious 
:itute  for  stock,  with  buyers  us- 
hem  to  share  in  market  rallies, 
day's  volatile  bond  market,  in- 
>rs  now  think  of  converts  as  a 
to  play  for  total  returns — that 
terest  income  plus  price  appre- 
3n — greater  than  those  avail- 
from  direct,  nonconvertible 
investments.  A  typical  good 
ty  convertible  issue  currently 
s  between  6.5%  and  7%.  This, 
ime  when  Treasurys  maturing 


Weberman  is  economics  editor  of 
I  magazine. 


from  10  years  to  30  years  are  paying 
around  7.5%,  and  BBB-rated  corpo- 
rate bonds  are  paying  between  10% 
and  10.25%. 

The  yield  on  a  convertible  bond 
coupon  at  a  given  moment  depends 
on  the  terms  for  its  exchange  into 
common  stock.  The  higher  the  con- 
version price — expressed  as  a  premi- 
um over  the  current  price  of  the 
stock — the  higher  the  coupon.  As 
recently  as  1982,  convertibles 
tracked  by  Value  Line  paid  8%  less 
than  BBB-quality  industrials.  The 
difference  narrowed  to  about  6% 
through  1983  and  1984  and  has  nar- 
rowed further  over  the  past  12 
months,  to  just  3.5%  at  present. 

A  striking  feature  of  convertible 
market  behavior  is  the  relative 
stickiness  of  convertible  prices  in 
both  up  and  down  markets.  As  prices 
advance,  the  conversion  premium 
narrows,  and  as  stock  prices  fall,  the 
prices  of  converts  drop  more  slowly. 
This  shows  up  in  performance  of 
funds  followed  by  Lipper  Analytical 
Services.  While  the  total  return  on 
equities  (including  reinvested  divi- 
dends) increased  14.1%  during  the 
first  quarter  of  1986,  convertible 
funds  advanced  only  1 1 .99% .  Fixed 
income  funds,  meanwhile,  had  a  to- 
tal return  of  6.5%. 

The  first  thing  to  check,  if  you  are 
thinking  of  taking  a  position  in  a 
convertible  issue,  is  what  protection 
you  have  against  a  call  for  redemp- 
tion. Some  of  the  older  issues  have 
high  interest  coupons  and  can  be 
refinanced  at  substantially  lower  in- 
terest cost.  If  the  issue  has  been 
around  for  a  long  time,  also  check 
whether  there  is  any  provisional  call 
protection — that  is,  under  what  cir- 
cumstances the  issuer  can  advance 
the  call  date.  If  the  underlying  com- 


mon has  risen  in  price  well  above  the 
level  at  the  time  of  offering,  the 
company  has  good  reason  to  force 
conversion  into  common,  if  it  can. 

John  Gardner,  vice  president  of 
Drexel  Management  Corp.,  who 
heads  a  newly  organized  convertible 
bond  fund,  prefers  debentures  that 
have  a  conversion  premium  of  no 
more  than  30%  and  an  interest  cou- 
pon high  enough,  when  compared 
with  the  dividend  on  the  common 
stock,  to  pay  for  that  premium  in 
about  three  years. 

If  the  underlying  stock  goes  up  10 
points,  he  says,  figure  that  the  con- 
vertible will  rise  7Vi  points.  The 
difference  of  2  Vi  points  represents 
erosion  of  the  premium.  It  also  pro- 
vides a  cushion  after  prices  rise. 

Gardner  worries  that  many  of  the 
new  issues  carry  more  risk  than  re- 
ward. He  explains,  "The  odds  on 
making  money  on  new  issues  with 
premiums  as  high  as  35%  and  call 
protection  of  only  two  years  are  al- 
most nil." 

Many  of  the  selections  made  by 
David  Barnard,  portfolio  manager  of 
the  Convertible  Yield  Fund,  might 
be  classified  in  the  junk  category, 
but  he  also  likes  National  Distil- 
lers', with  an  approximate  yield  of 
6%  and  a  30%  premium,  that  are 
convertible  into  stock  of  Cetus.  He 
likes  the  fact  that  National  Distill- 
ers provides  strong  finances  to  back 
the  debt  security,  while  Cetus,  now 
a  small  presence  in  the  biotechnolo- 
gy field,  offers  growth  potential. 

Barnard  also  likes  9s  of  2010  is- 
sued by  Lomas  &.  Nettleton,  the 
Dallas  mortgage  banker.  The  issue 
is  selling  at  138  but  has  at  least  18 
months  of  additional  call  protec- 
tion. Current  yield  is  6.5%,  and  the 
premium  is  less  than  5%.  If  the 
price  of  the  stock  should  fall,  Bar- 
nard says,  the  convertible  debenture 
would  have  a  substantial  cushion  of 
protection. 

A  favorite  of  many  analysts  is  the 
IBM  7%s  of  2004,  issued  when  IBM 
acquired  Rolm.  Trading  at  124l/2, 
they  carry  a  yield  of  6%  and  sell  at  a 
premium  of  25%  over  the  equiva- 
lent stock  value,  and  have  hard  call 
protection  of  over  three  years. 

Be  aware  that  many  of  the  new 
issues  now  coming  out  are  not  im- 
mediately available  to  the  public. 
Underwriters  tend  to  place  them 
with  large  institutional  buyers.  In- 
dividuals should  be  able  to  buy 
these  later  in  the  secondary  market 
at  prices  and  yields  that  reflect  mar- 
ket sentiment.  ■ 
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The  Big  Portfolios 


Ijy  PARADISE 

An  island  paradise  that  offers 
A  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 
per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1 00 1 1 
or  call  212/620-2461. 
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How  do  global  money  managers  diver, 
fy?  They  look  in  the  oddest  places. 

EUROPE  REDUX 


By  Susan  Lee 


International  money  managers  are 
in  clover.  The  question  has  become 
not  so  much  which  markets  are  hot 
but  which  are  hottest.  Japan  and  the 
Far  East  are  in  vogue — even  those 
who  yanked  their  money  out  of  Ja- 
pan when  the  yen  started  climbing 
against  the  dollar  are  starting  to  re- 
turn. Some  money  managers  are 
even  moving  bucks  into  two  coun- 
tries famous  for  their  dullness: 
Switzerland  and  the  Netherlands. 

Why  Switzerland?  While  few 
money  runners  expect  its  real 
growth  to  equal  the  strong  showing 
of  3.2%  last  year,  the  economy  will 
probably  log  a  respectable  shade  un- 
der 3%  this  year  and  next.  Domestic 
demand  has  been  strong  and,  with 
energy  prices  down,  the  inflation 
outlook  is  encouraging. 

There  are  solid  prospects  for  fur- 
ther interest  rate  reductions,  which 
could  give  the  Swiss  market  a  nifty 
2-for-l  boost.  One:  Lower  interest 
rates  will,  of  course,  stimulate  busi- 
ness and  consumer  demand.  Boost 
two:  Rumor  has  it  that  Swiss  money 
managers  who  have  been  clinging  to 
low-yield  fixed-income  securities 
are  being  pressured  to  improve  their 
performance  by  switching  to  equi- 
ties (sound  familiar?).  And  finally, 

Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 


many  investors  who  otherwise 
the  Swiss  franc  and  Swiss  cor 
nies  were  staying  out  of  this  i 
ket,  chomping  down  high  yi 
elsewhere;  but  now,  with  globa 
terest  rates  expected  to  come  dc 
Swiss  investment  should  go  up 

Michael  Kraynak  of  Brown  Br 
ers  is  overweighted  in  Switzerl 
Kraynak,  like  many  Swiss  bull 
up  for  financial  firms.  He's  bet 
that  declining  inflation  and 
tinuing  low  interest  rates  will 
the  worldwide  popularity  of  fii 
cial  service  stocks. 

Which  financial  service  sto 
Banks,  which  represent  about 
of  the  Swiss  market,  may  look  , 
pricey  to  the  uninitiated, 
Kraynak  says  that  they  are  f; 
valued.  "These  stocks  usually 
at  a  premium  because  earnings 
understated  due  to  very  cons€ 
tive  accounting  for  writeoffs,' 
says,  "so  the  quality  of  earning! 
excellent."  He  likes  the  big  ba 
like  Swiss  Bank  Corp.  and  Ci 
Suisse.  Credit  Suisse  is  selling  i 
times  earnings,  which  historic 
is  not  high  for  Swiss  banks; 
Credit  Suisse,  like  other  S' 
banks,  has  low  exposure  to  L 
American  and  energy  loans. 

Global  money  runners  are 
high  on  Swiss  insurance  compa 
for  the  same  reasons:  conservs 
accounting  and  high  resei 
Kraynak  likes  Winterthur,  a  lea 
insurance  firm  with  operation 
over  the  world,  including  the  U. 
fact,  over  half  of  Winterthur's 
sonnel  are  situated  outside  of  S 
zerland.  Alain  Leclair  of  Paribas 
set  Management  likes  Zurich  Lo 
ance,  a  large  company  i 
business  in  Europe  and  N 
America. 
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hands-down  favorite  growth 
ny  is  Adia,  one  of  the  world's 
temporary  manpower  agen- 
da's business  turned  slug- 
long  with  world  economic 
in  the  early  1980s,  but  with 
:urn  in  1982,  Adia's  earnings 
ging.  The  company  has  also 
into  the  security  business, 
it  should  pay  off  big. 
other  names  I  hear  are  Nes- 
largest  food  processor  in  the 
and  the  numero  uno  manu- 
r  of  instant  coffee,  and  Ciba- 
Switzerland's  leading  chemi- 
l  drug  company  (with  a  P/E 
13,  compared  with  the  mar- 
Wi). 

jmpared  with  the  rest  of  Eu- 
tocks  look  a  lot  cheaper  in 
therlands.  Here,  the  average 

multiple  is  about  8V2.  Also, 
:ic  spending  should  strength- 
economy.  The  market,  how- 
as  suffered  because  the  elec- 
m  May  26,  have  created  a  lot 
ical  uncertainty, 
e  should  be  a  shortage  in  gov- 
lt  revenues  because  of  de- 
natural  gas  prices.  If  the  cen- 
Lt  coalition  wins,  observers 
it  to  focus  on  government 
lg  and,  perhaps,  increase  the 

corporations  (a  tariff  that 
however,  be  offset  by  lower 
costs).  If  the  socialists  win, 
:rs  expect  no  cuts  in  govern- 
ipending,  and  much  higher 
n  business. 

ard  Gray  of  Phillips  &  Drew 
iat  if  the  coalition  wins  he 
;us  on  three  types  of  stocks: 
i,  medium-size  industrial 
overy  stocks.  He  likes  Biihr- 
retterode,  a  packaging  firm; 
n  der  Grinten,  a  maker  of 
I  and  design  equipment;  Na- 
Nederlanden,  the  biggest  in- 
;  company  in  Holland, 
r  Dutch  names  include  Uni- 
a  giant  consumer  products 
EN,  the  largest  Dutch  bank; 
zo,  the  cheapest  major  Euro- 
lemical  company  (its  P/E  is 
lewly  profitable, 
ted  that  action  on  the  Zurich 
msterdam  bourses  doesn't 
le  same  big-time  ring  as  To- 
Frankfurt,  or  even  the  exotic 
of  Hong  Kong  or  Singapore. 
tn,  a  lot  of  people  rolled  their 
fear  ago  when  I  reported  that 
was  set  for  a  sizzle.  The  Ital- 
ck  index  climbed  240%  over 
til  months.  In  stock  mar- 
;  in  stocks,  the  rewards  don't 
go  to  the  obvious.  ■ 
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VAN  KAMPEN  MERRITT 
U.S.  GOVERNMENT  FUND 
INC. 


Plus  the  safety  of  U.S.  government 
and  agency  securities,  monthly  dis- 
tributions, distribution  reinvestment 
at  no  charge,  and  low  investment 
minim  urns.  Plus  an  exceptional  fea- 
ture concerning  quality. 

Both  the  current  return  and  the  net 
asset  value  will  fluctuate  as  market 
conditions  change.  $16.52  and  $15.06 
were  the  net  asset  values  on  4/15/86 
and  4/15/85. 

Call  1-800-DIAl/VKM,  Ext.  2012. 
TOLL  FREE.  (Georgia  residents  call 
1-800-633-2252.)  We'll  rush  a  pro- 
spectus which  includes  information 
about  charges  and  expenses.  Read 
it  carefully  before  you  invest  or  send 
money.  Call  today,  day  or  night. 

Suitable  for  IRAs. 


"Current  return  is  determined  by  annualizing  the  distributions  paid  per  share  for  the  1  month 
ending  April  15,  1986  and  dividing  the  result  by  the  average  maximum  public  offering 
price  for  the  same  period.  ®  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 
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HIGH  TAX-FREE  YIELDS 


With  Fidelity's  High  Yield  Municipals,  you  could  earn  high  federally  tax-free 
yields  and  also  enjoy  the  convenience  of  free  checkwriting.  As  with  any  bond  fund,  your 
yield  and  share  price  will  fluctuate-  for  example,  High  Yield's  share  price  was  $11.41 
on  3/31/85  and  $13-31  on  3/31/86.  •  No  sales  charge.  •  Open  an  account  with  just 
$2500.  •  Convenient  liquidity.  •  Exchange  privileges  with  over  50  Fidelity  funds. 

*Average  annualized  net  yield  for  7  days  ending  4/28/86.  Based  on  average  share  price  of  $13.21. 
A  portion  of  income  may  be  subject  to  state  and  local  tax. 


Fidelity  High  Yield  Municipals  For  more  complete  information 
about  High  neld  Municipals,  including  management  fees  and  expenses,  please  call  or 
write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Dis- 
tributors Corporation  (General  Distribution  Agent) ,  P.O.  Box  660603,  Dallas, TX  75266. 


Call  free  24  hours 

1-800-544-6666 

In  Mass.  call  collect  1-617-523-1919 
I  I  ASK  ALSO  ABOUT  THE  FIDELITY  IRA! 
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Stock  Trends 


Give  to  The  Fresh  Air 
Fund.  The  Fresh  Air  Fund 
brings  city  children  to  the 
country  each  summer  for  a 
fresh  perspective  on  the 
world  and  themselves. 

Two  weeks  of  country  life 
costs  only  $124.  So  help  give 
more  city  children  a  breath  of 
fresh  air  with  your  tax  deducti- 
ble contribution  to  the  Fresh 
Air  Fund.  70  West  40  Street. 
New  York.  NY.  10018.  Fresh  Air 
Fun.  It  lasts  a  lifetime. 


THE  FRESH  AIR  FUND 

70  West  40th  Street 
New  York.  NY.  10018  (212l  2210900 

I  d  like  to  help  give  a  city  child  two 
weeks  in  the  country  Enclosed  is 
my  tax  deductible  contribution. 
I  d  like  more  information  on  be- 
coming a  Friendly  Town  Host. 


_Zip_ 


c 


"A  Fine  Salary  of  Northern  and  Southern  Italian 
Specialties  .  .  .  Polished  and  Sophisticated." 

NY  Times 
Private  Room  For  Parties  rf 
65  East  54th  S!  .  NYC.Tel.  751-1555  Jl 


MONEY  &  INVESTMENTS 


By  Ann  C.  Brown 


The  market  appears  headed  lower.  M 
a  "sell-everything-and-head-for-the  hih 
lower,  more  a  "no-hurry-to-buy"  lowet 

A  PAIN  IN  YOUR 
NET  WORTH 


plant  and  equipment  and  a  droj 
net  business  formations.  Nonn 
dential  construction  continues 
fall,  retail  sales  are  soft  and  autoi 
bile  sales  are  down,  while  inv 
tories  are  up.  Unemployment 
mains  above  7%,  and  the  operat 
rate  for  the  nation's  factories,  mi 
and  utilities  is  the  lowest  it 
been  in  2  lA  yeais. 

Meanwhile,  the  U.S.  trade  def 
actually  widened  in  March,  desj 
the  lower  dollar  and  lower 
prices.  Optimists  insist  the  pict 
will  change  markedly  as  the  y 
wears  on.  Skeptics  doubt  there  ^ 
be  all  that  much  improvem 
since  many  domestic  producers 
increasing  their  product  prices 
step  with  their  foreign  counterpa 
thus  wiping  out  their  alleged  m 
found  competitive  edge. 

Congress'  actions — and  thn 
ened  actions— continue  to  mui 
investment  waters.  The  Senate 
come  up  with  a  budget  proposal  t 
assures  a  deficit,  but  somewhat  ] 
of  a  deficit  than  there  would 
without  the  projected  cuts  in 
fense  allotments  and  probable  . 
ministration-acceptable  tax 
creases.  And  the  latest  tax  refc 
proposal  appears  guaranteed  to 
versely  affect  corporate  profits  a 
or  contribute  to  rising  inflation 
'  the  revenue  burden  is  or  is 
passed  on  to  buyers. 

The  Federal  Reserve  seems 
have  opted  for  a  low  profile  aftei 
latest  discount  rate  cut.  The  cen 
bankers  are  aware  that  the  effect 
their  efforts  are  felt  months  a 
the  causes.  Whether  interest  a 
will  head  down  again  now  that 
whopping  May  refunding  is  ove 
anyone's  guess.  Once  again,  OF 
in  general  and  Saudi  Arabia  in  j 


A  few  short  weeks  ago  your  personal 
fortune  on  paper  was  70  jillion  dol- 
lars, and  now  it  is  down  to  67  jillion 
(never  mind  that  a  year  ago  it  was  44 
jillion).  But  suddenly  you  feel  much 
poorer — much  less  inclined  to  buy 
that  beach  condo,  that  silver  Jaguar 
or  those  hot  new  issues  your  broker 
is  actively  pushing.  Your  margin  ac- 
count, which  was  a  thing  of  beauty, 
was  a  joy  only  as  long  as  stock  prices 
were  rising  and  interest  rates  falling. 
Somehow  nothing  is  heavier  than 
leverage  when  the  market  is  going 
against  you. 

Whether  the  stock  market  is 
pausing,  plateauing  or  correcting 
will  be  known  only  in  retrospect.  At 
the  moment  it  is  off  this  year's 
highs  on  most  of  the  averages  and 
appears  to  be  headed  lower.  Not 
a  "self-'everything-and-head-for-the- 
hills"  lower  but  more  a  "no-hurry- 
to-buy"  lower. 

Other  than  the  miniwar  with  Lib- 
ya and  the  unsettling  Russian  nu- 
clear blowup/meltdown,  the  world 
is  going  along  pretty  much  as  I  ex- 
pected. The  economy  is  proving  pre- 
dictedly  weak,  as  evidenced  by  a 
decline  in  manufacturers'  orders  for 
consumer  goods,  fewer  contracts  for 

Arm  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC.  Brown  &  Associates 
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DISCOVER 
HIGH  INCOME 

- — :  


r  hold  the  key.  Oil  prices  show 
}f  firming,  which  could  indi- 
lat  something  may  have  come 

the  recent  petroleum  minis- 
meetings  after  all — without 
rmal  announcement, 
ar,  corporate  profits  for  the 
uarter  are  a  mixed  bag,  with 
sappointments  slightly  out- 
iring  the  better-than-expect- 
xording  to  my  count.  One  of 
lore  pleasant  surprises  was 
an  Telephone  &  Telegraph  (25), 

good  earnings  were  aided  by 
ige  in  pension  fund  account- 
hich  should  add  35  cents  to  40 
>er  share  annually  for  the  next 
1  years.  The  stock  is  currently 
)wned  by  institutions,  many 
ich  may  find  the  4.8%  divi- 
coupled  with  an  estimated 
:rm  increase  of  operating 
gs  of  around  15%  to  20%,  a 
rtable  place  to  ride  out  mar- 
gins. 

ther  money  haven,  albeit  a 
fhat  more  speculative  one,  is 
rough-Pond's  (49).  Its  consum- 
lucts  division  stands  to  bene- 
n  new  products,  1985  inven- 
riteoffs  and  increased  profits 
>verseas  sales,  thanks  to  the 
mg  dollar.  Chemical  opera- 
should  improve  and  contrib- 
better  earnings,  as  should  the 
restructuring  of  the  balance 

which  will  lower  debt 
s.  For  1986,  CBM  is  estimat- 
earn  $2.90  to  $3  per  share, 
ome  $3.85  possible  for  1987. 
takeover  candidate,  Chese- 
i-Pond's  could  be  worth  $60 
are,  according  to  enthusiasts 
:  stock — a  37%  appreciation 
lal  from  the  present  price. 
Paper  (56)  has  sold  as  high  as 
s  year,  and  could  sell  well 
that  over  the  next  12  months, 
i  earnings  per  share  reach  the 
:o-$5.65  level  analysts  are  es- 
ng.  SPP  took  advantage  of 
interest  rates  to  buy  back 
if  its  stock,  which,  together 
improved  operating  profits, 
boost  per-share  earnings, 
ng  the  early-year  flurry  of  air- 
keovers,  Western  Air  Lines  (10) 
p  to  13  on  the  rumor  that  it 
be  the  next  target.  When 
g  happened,  the  fast  money 

out,  and  the  stock  settled 
'.  still  think  WAL  will  be  ac- 
when  the  price  is  right  and 
:  is  looking.  For  the  venture- 
WAL  warrants,  selling  at  $3 
ould  provide  some  cheap  and 
ly  profitable  thrills.  ■ 


Discover  Fidelity  High  Income  Fund 
for  today's  high  bond  yields.  Let  its  aggres- 
sive portfolio  of  higher  yielding,  medium  to 
lower  quality  bonds  start  working  for  you 
today!  Start  with  just  $2500.  Choose  it  for 
your  IRA  and  start  with  just  $500. 
Plus: 

•  No  sales  charge 

•  No  minimum  investment  period 

•  Easy  exchanges  to  other  Fidelity 
funds. 

Like  any  bond  fund,  your  yield  and 
share  price  will  vary.  For  example,  on 
3/31/85  High  Income's  price  was  $8.77, 
and  on  3/31/86  it  was  $9.89. 

*Annualized  yield  for  the  7  days  ended  4/28/85,  based  on  an  aver- 
age share  price  of  $9  95. 


Fidelity  High  Income  Fund 

For  more  complete  information,  including  management  fees  and  expenses, 
call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or 
send  money.  Fidelity  Distributors  Corporation  (General  Distribution  Agent) , 
P.O.  Box  660603,  Dallas,  TX  75266. 


Name 
City  


□  Free  IRA  fact  kit  (HIII) 

Call  free  1\  hours 

1-800-544-6666 

In  Mass.  call  collect  1-617-523-1919 


Address . 
State  


Zip. 
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MONEY  &  INVESTMENTS 


Mumbo-jumbo,  beta-shmeta,  forget  the 
academic  jargon  and  buy  unpopular 
stocks  with  good  business  fundamentals. 

WITCH  DOCTORS 


By  Kenneth  L.  Fisher 


Witch  doctors  sometimes  make 
people  feel  better  but  often  prevent 
them  from  seeking  more  useful 
treatment.  So  it  often  is  with  profes- 
sors of  finance.  Take  beta,  that  aca- 
demic concept  that  was  supposed  to 
measure  risk  in  investing.  Take  it  as 
far  away  as  possible,  and  leave  it 
there.  The  academics  who  pawned 
beta  off  on  us  as  a  useful  risk-mea- 
surement device  set  investment 
thinking  back  decades. 

Beta  is  a  simple  and,  by  itself, 
harmless  concept.  It  is  also  useless. 
A  stock's  beta  is  a  number  repre- 
senting its  past  volatility  relative  to 
the  overall  market.  The  higher  a 
stock's  past  volatility,  the  higher  is 
its  beta.  If  a  stock's  volatility  per- 
fectly matched  the  market,  its  beta 
is  1.0.  So  far,  so  good.  Also,  so  what? 

Fact  is,  beta  tells  you  very  little. 
Academics  went  on  from  there  to 
assume — without  any  sound  rea- 
soning— that  if  a  stock  has  been 
more  volatile  than  the  market  as  a 
whole,  it  is  also  more  risky.  They 
served  up  beta  as  the  measure  of  a 
stock's  risk,  and  the  world  has  swal- 
lowed it  hook,  line  and  sinker.  The 
problem  is  that  prior  price  history 
has  nothing  whatsoever  to  do  with 

Kenneth  1.  Fisher  is  a  money  manager  based 
in  WoodsuJe,  Calif.  His  book  Super  Stocks  is 
published  by  Dow  Jones-Irwin. 


future  stock  performance.  Nothing! 

Gurus  like  William  F.  Sharpe  of 
Stanford  and  Jack  L.  Treynor,  for- 
merly of  the  University  of  Chicago, 
weakened  the  world's  wisdom  by 
teaching  folks  to  measure  a  portfo- 
lio's risk  via  its  average  volatility. 
Then,  they  reasoned,  you  could 
compare  "risk-adjusted"  true  per- 
formance of  past  portfolios.  Accord- 
ing to  these  eggheads,  you  can  beat 
the  market  only  by  taking  extraor- 
dinary risks  via  high  beta  stocks. 

For  example,  consider  a  recent  pa- 
per by  doctors  A.J.  Senchack  Jr.  and 
J.D.  Martin,  of  the  University  of 
Texas  at  Austin.  They  studied  a  ran- 
dom sample  of  500  stocks,  ranked 
both  by  price/earnings  ratios  and 
price/sales  ratios.  They  annually 
broke  the  PSRs  into  quintiles  (five 
groups  ranked  lowest  to  highest) 
and  compared  them  with  quintiles 
for  the  500  stocks  based  on  P/Es. 

It  turns  out  that  you  could  have 
made  good  money  buying  the  low- 
est P/Es  or  lowest  PSRs.  If  you  an- 
nually had  invested  $1,000  in  the 
low-P/E  grouping,  sold  at  year-end 
and  reinvested  in  the  new  low-P/E 
quintile,  you  would  have  gathered  a 
tremendous  $10,804  at  the  end  of 
the  decade  (forgetting  taxes  and 
commissions).  Buying  the  lowest 
PSRs,  you  would  have  gained  an 
additional  $2,595,  totaling  $13,399. 

In  all  the  studies  I  have  seen,  low- 
PSR  groupings  have  averaged  far 
better  than  the  market.  This  latest 
study  shows  that,  but  then  con- 
cludes that  the  return  from  low-PSR 
stocks  was  achieved  at  the  cost  of 
high-risk  exposure — buying  high- 
beta  stocks — and  that  adjusted  for 
risk,  low-PSR  stocks  weren't  so  hot. 

Horse  manure!  If  the  low-PSR 
groupings  regularly  appreciate  more 


than  the  market,  do  they  really  hi 
higher  risks?  Of  course  not.  It  | 
happens  that  stocks  with  high 
toric  earnings  in  relation  to  tj 
price  also  have  low  historic  volai 
ty,  and  so  have  low  beta — so 
studies  have  a  built-in  statist 
bias  favoring  low  P/Es  over  PS 
The  real  problem  is  that  using  \ 
to  measure  risk  is  nonsense. 

If  you  took  beta  seriously, 
would  have  to  say  that  Avon  at 
in  1973  was  less  risky  with  a  bet 
0.9  than  the  next  year  at  19  wit 
beta  of  1.3.  It  was  Avon's  free- 
that  gave  it  the  high  beta- 
made  it  cheap — and  reduced  its  ri 
Buying  after  a  big  drop  mean 
higher  beta,  but  it  has  to  be  1 
risky  than  before  the  drop.  A  i 
long-term  winner  quickly  deveh 
a  high  beta,  too,  just  because  it  1 
been  moving  more  than  the  mar: 
over  a  prolonged  period. 

Academics  use  beta,  desp 
knowing  that  there  is  no  theoretii 
or  empirical  evidence  to  support 
ta's  centerpiece — the  notion  tl 
past  price  action  relates  to  the 
ture.  If  the  witch  doctors  of  finan 
are  to  believe  the  voodoo  of  be 
they  should  accept  its  cousin,  t 
equally  voodooish  concept  of  pi 
dieting  stock  prices  based  on  chai 
which  they  rightly  abhor. 

The  worst  part?  In  the  paper: 
have  read,  it  seems  that  many  p 
fessors  start  with  a  point  to  pre 
instead  of  an  unbiased  quest  : 
knowledge.  Take  the  hatchet  job 
PSRs  that  was  presented  recently 
a  Southwestern  Finance  Assoc 
tion  meeting.  It  baffles  me  how  t 
authors  reached  their  convolut 
and  backward  conclusions,  whi 
were  wrong,  based  on  the  data — a 
the  data  were  wrong  based  on  pric 
that  didn't  match  the  periods 
volved.  But  what  do  you  want  frc 
witch  doctors? 

Which  leads  me  to  my  biased  cc 
elusion:  Ignore  the  witch  doctors 
Wall  Street.  Forget  beta.  Divers 
among  unpopular  stocks,  ones  tl 
are  already  down  and  have  the  n 
risk  wrung  out  of  them.  Buy  1< 
P/Es,  or  low  PSRs,  or  both.  Buy  : 
the  long  term,  and  only  if  the  co: 
pany  has  a  sound  position  in 
business  and  a  strong  balance  she 
If  you  restrict  yourself  to  unpopu 
stocks  of  good  companies,  y 
won't  find  lots  of  buys  in  this  pric 
market,  but  you  needn't  fret  o\ 
the  few  available,  like  these:  Kulu 
&  Soffa  (15),  Wynn 's  International 
and  Cherry  Electrical  (12).  ■ 
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four  lakeland 

paradise 
from  Forbes 


Springdeld 


These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

*Prices  subject  to  change  without  notice 


n  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
al  Missouri.  Right  in  the  heartland  of  America. 
Dm  cities,  noise,  pollution  and  the  rat-race  of  the 
iy  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
>,800  acres  of  scenic  paradise.  Not  for  everybody, 
be  for  you. 

)zarks  region,  which  dominates  most  of  southern 
,  has  long  been  lost  in  the  legends  of  the  Osage 
Now  that  the  magnificent  Truman  Lake  has  been 
^d,  it's  merely  a  matter  of  time  before  the  beauty  of 
:tacular  recreational  area  attracts  vacationers  and 
rom  every  corner  of  the  continent, 
rs  is  a  family  of  water-sports  lovers — swimming, 
fishing,  water-skiing — it's  hard  to  imagine  a  more 
etting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
eadwaters  of  the  big  Lake.  Here  it  almost  kisses 
Lake  on  the  west,  then  winds  eastward  through 
f  hickory  and  oak  for  over  90  miles  to  the  bustling 
le  summer  resort  area  at  Bagnell  Dam. 
s  Inc.,  publishers  of  Forbes  Magazine,  through  its 
ry,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
nity  of  a  lifetime  for  you  to  acquire  one  or  more 
our  choice  Missouri  lakeland  among  the  breathtak- 
>  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 
s'  private  park  is  the  ideal  place  to  build  a  second 
.  that  special  place  where  yo.u  may  now  or  one 
3se  to  retire.  Here  among  the  friendly,  down-home 

o  have  made  Missouri  famous  for  its  hospitality,    l_  —  —  —  —  —  ___——  —  —  —  —  —  —  _  —  —  —  _  _j 

operty  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value,  il  any,  of  this  property  Equal  Credit  and  Housing 
A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  .  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
es  Inc.,  NYA85-211. 


i  Forbes  Lake  of  the  Omrks 

I    Box  157,  Warsaw,  MO  65355 


Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name 


Address 


City/State/Zip 
Telephone 


1 
I 
I 


ID, 
CO| 


or  phone  816/438-2801 
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Psychology  &  Investing 


MONEY  &  INVESTMENTS 


Instead  of  a  gold  watch,  a  pink  slip 
awaits  many  executives  these  days.  Why? 
And  what  should  they  be  doing  about  it? 

"THIS  HURTS 


11 


By  Srully  Blotnick 


n 


■B!|     *  M 

If 


Imagine  for  a  moment  that  you  are 
53  and  have  worked  the  last  19 
years  for  only  one  company.  You 
steadily  became  more  skilled  at 
your  profession  and  were  promoted 
regularly. 

One  day  you  return  from  a  pleas- 
ant two-week  vacation  to  find  that 
your  welcome-back  present  is  a 
pink  slip.  What  was  once  an  occa- 
sional happening  has  now  become  a 
major  epidemic.  A  modern  Ameri- 
can tragedy. 

Time  was  when  corporations  con- 
sidered people  in  their  40s  and  50s 
who  had  been  with  the  company  a 
decade  or  two  to  be  among  their 
"most  valued  employees."  It  was 
commonplace  to  hear  senior  execu- 
tives say,  "These  veterans  are  the 
last  workers  we'll  let  go." 

Now  they  are  frequently  among 
the  first.  Why?  What  changed? 
America  changed. 

For  one  thing,  American  business 
became  much  more  international, 
both  in  sales  and  production.  So  in- 
stead of  having  20  assembly-line 
workers,  say,  and  some  supervisory 
and  support  people  on  staff,  many 

Dr.  Srully  Blotnick  is  a  research  psy  chologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 
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companies  need  only  one  person. 
To  do  what? 

"Travel,"  replied  the  vice  presi- 
dent in  charge  of  operations  for  a 
major  office  equipment  manufac- 
turer, describing  a  principal  demand 
made  upon  managers  these  days. 
"The  person  has  to  be  willing  to 
take  long  flights — to  Korea  and 
Hong  Kong — where  we  make  most 
of  the  stuff  that  bears  our  label." 

Producing  goods  on  our  shores 
placed  a  premium  on  employee  ex- 
perience, since  someone  who  had 
been  around  the  production  process 
for  many  years  had  probably  learned 
what  problems  were  likely  to  arise 
and  also  how  to  fix  them.  However, 
if  a  plant  in  the  Far  East,  run  by 
Asian  managers,  is  turning  out  the 
goods,  then  there  is  instead  a  premi- 
um in  the  U.S.  on  youthful  energy. 
As  a  32-year-old  who  takes  at  least 
six  such  trips  each  year  for  an  elec- 
tronics concern  told  me:  "Stamina 
is  more  important  in  this  job  than 
brains."  Older  executives  may  have 
the  brains,  but  the  younger  ones 
have  the  stamina. 

In  a  high-wage,  service  economy 
like  ours,  executive  labor  costs  are 
an  increasing  share  of  the  overhead. 
"We  figured  out  how  much  of  the 
staff  we'd  have  to  cut  to  attain  the 
net  earnings  we  targeted,  then  we 
cut  them."  So  said  a  senior  execu- 
tive at  a  financial  services  firm,  ex- 
plaining a  sizable  decrease  in  em- 
ployment at  his  company.  One  of 
the  most  obvious  ways  for  a  service 
business  to  achieve  an  instant  in- 
crease in  productivity  is  a  mass  fir- 
ing. Productivity  gains  are  immedi- 
ate, since  more  work  per  person 
must  be  handled  by  the  remaining 
staff.  But  the  increase  in  the  earn- 
ings is  the  same  (for  a  service  com- 


pany) as  buying  a  new  high-oul 
machine  would  have  been  in 
past  (for  a  manufacturing  firm). 

One  consequence  of  this  slotl 
ing-off  of  accumulated  wisdom 
obvious  to  anyone  who  has  shop 
in  a  department  store  lately, 
money  that  used  to  be  spent  q 
staff  of  experienced  salespeoi 
many  of  whom  were  on  comi} 
sion,  is  now  paid  to  younger 
inexperienced  salespeople,  most 
whom  receive  a  minimal  hou 
wage.  A  large  part  of  the  resulfl 
savings  is  spent  on  advertising. 

That  promotes  the  store's  idea 
ty,  above  all,  and  makes  its  top 
ecutives  feel  that  there  is  no  neeo 
provide  expensive,  personalized  s 
vice.  It  no  longer  matters  wheti 
the  store  knows  you;  what  matt 
is,  do  you  know  the  store?  As  d 
retailing  chief  executive  remark 
"Being  a  household  name  is  enou) 
I  would  think,  to  convince  consu 
ers  that  we  stand  for  quality." 

The  two-part  strategy  being 
(for  the  most  part  subconscious 
at  his  and  numerous  other  fin 
should  be  thought  of  as  a  first  sta| 
in  which  a  service  company  stead 
builds  its  reputation  (by  dependi 
on  the  skills  of  the  veterans  on 
staff),  followed  by  a  second  stage, 
which  it  unwittingly  coasts  on 
reputation  (while  boosting  its  ; 
vertising  budget  and  hiring  a  yoi 
ger,  less  well  paid  staff). 

The  shift  is  generally  apparent 
those  who  know  what  to  look  f 
Remember,  essentially  what's  goi 
on  here  is  that  a  company  gro 
rapidly,  gets  full  of  itself,  belief 
its  own  ads  and  PR,  then  sinks 
the  esteem  of  its  longtime  custo 
ers,  who  start  looking  elsewhere. 

One  telltale  sign  that  it  is  time 
do  the  same  as  the  customers 
contained  in  comments  such  as  I 
following:  "Gone  are  the  days,"  c 
chief  executive  told  me  proud 
"when  any  of  our  salesmen  coi 
earn  more  than  I  do.  We're  w 
known  now,  so  that  shouldn't 
allowed  to  happen  anymore." 

Will  this  firm  keep  its  best  sal 
people,  who  now  have  been 
placed  by  younger,  salaried  work 
and  involuntarily  transferred  to  li 
lucrative  areas  of  the  country?  Hi 
ing  examined  more  than  400  simi 
cases,  I  very  much  doubt  it. 

But  like  it  or  not,  these  attituc 
are  prevalent  today  in  Americ 
business,  and  it  is  better  to  rea 
nize  the  implications  than  to  ign< 
them.  Today  less  than  1  Americ 
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r  in  100  can  expect  to  spend 
:ire  work  life  at  a  single  firm. 
1950s  and  1960s,  only  1  man- 
1  24  was  vulnerable  to  dis- 

in  his  50s.  Now  approxi- 
r  2  in  5  are^tl%. 
:  is  the  way  things  are  devel- 

Energy  counting  for  more 
tperience;  image  counting  for 
han  service.  This  adds  up  to 
:ws  for  those  managers  who 
>o  constricted  a  view  of  their 
itional  possibilities. 
5  to  handle  this  unpleasant 
?  Prepare  in  three  ways:  fi- 
lly— put  some  money  away 
n  early  retirement,  not  just 
;tirement.  The  extra  cash  in 
ik  significantly  cushions  the 
when  it  comes,  and  provides 
»reathing  room.  Second,  emo- 
y — realize  that  while  you 
ve  your  company,  your  corn- 
fiver  loves  you.  A  quarter  or 
red  ink  and  hundreds  or  even 
nds    of   workers    may  be 

the  door.  Third,  occupation- 
nake  a  determined  effort  to 
it  which  firms  in  your  field 
landing,  which  ones  plateau- 
1  which  are  losing  ground, 
single  greatest  mistake  ma- 
lanagers  make  today  where 
:areers  are  concerned  is  to 
)0  narrow-mindedly  at  their 
ompanies  and  not  explore 
(-gently  the  alternative  em- 
snt  possibilities  available  at 
titors.  Any  job  offers  that 
ion't  have  to  be  accepted.  "I 

hunting,  I  was  snooping," 
-year-old  operations  manager 
s  boss  last  year.  Good  thing 
id  done  the  "snooping," 
l,  because  he  was  fired  the 
eek  of  May,  along  with  hun- 
of  other  middle  managers, 
fference  is  that  he  was  able 
1  a  job  a  few  days  later.  The 
may  remain  unemployed  for 
s  or  even  years  as  a  result  of 
ick  of  preparation, 
e  gold  watch  industry  had  to 
1  on  retirements  for  its  future, 
ldn't  have  much  of  a  future. 
;et  about  the  testimonial  din- 
i  recognize  how  dangerous  it 
:ome  to  have  all  your  occupa- 
eggs  in  one  basket.  As  in  the 
market,  that  is  the  highest- 
iproach.  Some  will  thrive  on 
nsion  and  high  rewards  the 
ch  generates,  but  a  much 
number  would  be  well  ad- 
to  diversify — in  this  case, 
ortfolios  of  professional  skills 
ntacts — before  it's  too  late.  ■ 
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The  Japan  Fund,  Inc. 


Investment  Advisor  and  Manager:  Asia  Management  Corporation 
(affiliate  of  Scudder,  Stevens  &  Clark  Ltd.) 

Investment  Research  Advisor:  The  Nikko  Research  Center,  Ltd. 

The  Japan  Fund  is  a  diversified  closed-end  investment  company 
whose  policy  is  to  invest  at  least  80%  of  its  total  assets  in  Japa- 
nese securities,  primarily  common  stocks,  with  the  principal 
objective  of  capital  appreciation.  Shares  of  the  Fund  are  listed 
on  the  New  York  and  Pacific  Stock  Exchanges. 

The  Fund's  total  net  assets  were  over  $500  million  as  of 
May  5,  1986. 

For  a  copy  of  the  most  recent  report,  please  write: 

The  Japan  Fund,  Inc. 

c/o  Scudder,  Stevens  8c  Clark,  Dept.  C.B. 

345  Park  Avenue 

New  York,  New  York  1 0 1 54-0004 


Don't  get 
trapped  by 
lower 
CD 

its  agencies.  Don't  get  trapped  by  a 
low-yield  CD.  Make  your  escape  now,  with  U.S.  Governments. 
Want  to  know  more?  For  armplete  information  about  U.S.  Governments 
and  our  six  other  funds,  write  or  call  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

No-Load,  No-Minimum  Mutual  Funds 


If  you've  been  tempted  to  nibble 
at  the  new  CDs  that  banks  are 
offering,  take  a  closer  look  at  the 
bait:  lower  interest  rates 
than  you've  seen  in  years. 
So  before  you're  lured  into 
a  bank  CD,  consider  an 
investment  in  Twentieth  Century  U.S.  Govern- 
ments— a  mutual  fund  for  people  who  want  both 
high  current  income*  and  the  kind  of  safety  that 
_  .  4  „    ^»     comes  from  investing  only  in  secu- 
jn^JT"^^^     rities  of  the  U.S.  government  and 


Please  send  a  free  prospectus  to: 
Name  


Address 


City  . 


State 


Zip 


I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 


BS860602  P.O.  Box  200,  Kansas  City,  MO  64141  (816)  531-5575 

*Share  price  and  yield  fluctuate  and  are  not  guaranteed.  Past  results  do  not  predict 
future  performance. 
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Commodities 


MONEY  &  INVESTMENTS 


A  new  computer  trading  game  lets  you 
hone  your  speculative  skills  using  real 
price  data — without  losing  real  money. 

GENTLEMEN  DON'T 
TRADE  OATS 


By  Stanley  W.  Angrist 


Since  the  government  now  requires 
that  brokerage  houses  file  a  Form 
1099  showing  each  customer's  net 
profit  or  loss  for  the  year,  evidence 
of  just  how  hard  it  is  to  trade  com- 
modities is  readily  available.  The 
results  are  certainly  discouraging. 
More  than  92%  of  the  clients  of  one 
Chicago  discount  broker  lost  mon- 
ey in  1985.  And  there  is  no  reason  to 
believe  that  there  is  anything  excep- 
tional about  these  results. 

Where  can  traders  turn  for  help?  I 
have  suggested  books,  market  let- 
ters and  charting  services  as  valu- 
able adjuncts  to  a  trader's  arsenal. 
And,  indeed,  such  tools  can  be  use- 
ful additions.  However,  none  of 
these  items  can  simulate  what  it  is 
like  to  have  money  on  the  line  in 
real  markets.  That  situation  has 
now  been  remedied. 

For  those  who  own  IBM  PCs  or 
true  compatibles,  there  is  a  game 
called  Speculator  that  mimics  what 
goes  on  in  the  commodity  market 
to  a  remarkable  degree.  Unlike 
many  computer-based  trading 
games,  this  one  does  not  create 
prices  by  means  of  a  random-num- 
ber generator.  The  game  comes 
with  a  disk  that  contains  15  days' 


Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


worth  of  real  price  data  and  news 
headlines  on  22  commodities. 

It  is  set  up  to  run  so  that  one 
minute  of  game  time  is  equivalent 
to  six  minutes  of  real  time.  A  play- 
er may  select  up  to  eight  commod- 
ities that  he  wishes  to  trade.  A 
price  board  shows  the  latest  quotes 
on  those  and  the  net  change  from 
yesterday's  close.  Trading  in  a  giv- 
en commodity  commences  and 
ends  at  the  same  times  that  it  does 
in  the  real  world.  One  screen 
shows  a  ticker  with  current  head- 
lines that  might  or  might  not  have 
a  bearing  on  commodity  prices;  on 
the  same  screen  there  is  a  clock 
that  shows  game  time. 

The  game  can  be  played  on  three 
levels  of  expertise:  novice,  specula- 
tor and  floor  trader.  Another  screen 
offers  a  30-day  price  chart  for  each 
commodity  as  well  as  a  page  that 
shows  contract  details.  You  may 
also  check  to  see  how  you  are  doing 
by  calling  up  a  page  that  shows  the 
profit  or  loss,  based  on  current 
prices,  on  each  open  position,  as 
well  as  a  page  providing  the  same 
information  on  closed  positions. 

Will  this  game  help  you  to  be- 
come a  better  trader?  I  don't  see 
how  it  can  hurt.  The  price  action  is 
real,  and  you  can  use  almost  any 
kind  of  order  you  wish — stop-loss, 
market-if-touched,  one  cancels  the 
other,  and  so  on.  The  really  good 
thing  is  that  if  you  take  a  shellack- 
ing, you  can  start  over  anytime  you 
want  with  your  account's  capital 
replenished.  (Real  brokers  won't  do 
that  without  a  cashier's  check.)  The 
game  is  available  from  O.C.O.  Soft- 
ware (800-446-3400)  or  software  re- 
tailers for  $69.95.  An  extra  data  disk 
providing  another  15  days  of  prices 
is  available  for  $9.95. 


It  is  my  custom  to  review 
trading  recommendations  at 
end  of  June  and  at  the  end  of 
year.  It  is  frequently  hard  to  de 
mine  how  well  trades  that  were 
on  late  in  each  six-month  pe| 
finally  worked  out.  For  example 
the  Nov.  4,  1985  issue  I  rec< 
mended  a  trade  of  long  July  he 
short  July  bellies  at  21.5  cents  { 
mium  to  the  bellies.  When  I 
my  year-end  review,  the  posit 
was  showing  a  $500  profit.  By  1 
April  the  trade  was  showing  a  p] 
it  in  excess  of  $4,000.  That  is  nd 
bad  return  for  a  position  that  t(j 
only  $1,200  to  margin.  Here  is 
other  example  where  the  pati 
trader  can  take  home  substan 
rewards  by  following  a  disciplii 
spread- trading    approach.  Woj 
that  all  of  my  recommendatic 
worked  out  so  well. 

What  constitutes  a  good  sprc 
trade?  That  is  a  nontrivial  questi 
that  has  no  obvious  answer.  Clea| 
the  two  contracts  should  be  relat 
in  some  way — either  for  the  sai 
commodity  with  a  different  del 
ery,  such  as  March  and  May  whe 
or  one  might  be  produced  from  t 
other,  such  as  soybean  meal,  whi 
is  made  from  soybeans. 

One  of  the  most  interesting  typ 
of  spreads  is  that  of  two  commc 
ities  that  compete  in  some  wj 
such  as  the  two  feed  grains  com  a 
oats.  More  than  half  of  these  t\ 
commodities  is  consumed  on  t 
farm  directly,  as  feed.  In  setting 
this  spread  one  must  take  into  ; 
count  the  fact  that  a  bushel  of  cc 
averages  56  pounds,  whereas 
bushel  of  oats  averages  only 
pounds.  Thus  the  spread  is  usua 
set  up  between  two  contracts  of  Oi 
for  each  contract  of  corn. 

I  would  consider  doing  a  long  o 
corn/short  two  oats  (Septeml 
contracts),  with  the  two  oats  selli 
at  least  at  a  33-cent  premium  to  t 
corn.  Risk  no  more  than  7  cei 
($350  per  spread)  and  lift  the  tra 
around  July  15.  This  spread  can 
'  margined  for  $1,200. 

You  should  be  aware  that  the  oi 
market  is  thin.  Therefore,  limit 
ders  must  be  used  when  enteri 
and  exiting  this  position.  Long  1 
fore  there  were  women  traders 
the  pits,  there  was  a  curious  max 
concerning  the  oat  market:  Gent 
men  do  not  trade  oats.  Since  I  ha 
traded  oats  over  the  years,  that 
ther  says  something  about  that  at 
orism,  or  about  me.  ■ 
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BUSINESS  SERVICES 


>0T  RIVER  RANCH— 

lg  both  sides  of  six  miles  of 
iot  River,  10  miles  below 
just  over  an  hour  from  cont- 
orts. This  1700-acre  property 
:rb  fishing  on  a  non-floatable 
e  of  Montana's  most  beautiful 
custom  built  owners'  resi- 
d  at  over  $500,000  and  over  7 
imon  boundary  with  the  U.S. 
ice.  Magnificent  stands  of 
ind  Aspen  broken  up  by  lush 
arks,  sloughs  and  a  spring 
:e  has  been  reduced  to 
to  accomplish  a  1986  sale, 
usive  agent  for  sellers: 
,  Inc.,  P.O.  Box  1924, 
r  59103  (406)  252-2155 


ERN  CALIFORNIA 
RANCH 

led  acres  in  Upper  Ojai 
sen  Los  Angeles  and  Santa 
enic,  secluded  with  trees, 
creek,  meadows,  flat  and 
>.  58  legal  parcels  with  sce- 
District  water,  power,  tele- 
oric  cattle  and  horse  ranch 
ing  real  estate  value  in  fast 
ntura  County.  All  or  part 
ree  &  clear  with  Buyer 
usive  Agent: 
t.  W.  Kohler,  Inc. 
in  Marcos  Ranch 

Star  Route 
rbara,  California  93105 
805)  683-1992 


)MING— We  are  proud  to 
le  Upper  South  Fork  of  the 
r's  most  famous  ranches.  The 
9  Ranch  is  totally  private, 
by  the  river  and  National 
mmaculate  700-acre  deeded 
modates  a  working  cattle 
>ne  of  the  most  magnificent 
le  Northern  Rockies.  The 
inicured  building  compound 
i  attractive,  well-maintained 
:  original  restored  homestead 
jomplete  set  of  operating  im- 
rompetitively  priced  at  just 
n.  Contact  Exclusive  Agent 
:  Hall  &  Hall,  Inc.,  RO.  Box 
,  MT  59103,  (406)  252-2155. 


ular  Montana  Ranch 

he  Swan  River.  A  Blue  Ribbon 
Dwing  from  glacial  peaks,  bor- 
forest.  Extensive  big  game  in 
i  areas  within  hiking  distance, 
arge  natural  meadows,  landing 
loolhouse  Vz  mi,  3  bedroom 
arn  Magnificent  glacier  moun- 
tiet,  peaceful,  safe,  60  min. 
nal  Airport.  Owner  terms.  Call 
ly  Realty  Box  886  Kalispell, 
1  406-755-7631. 


ITE  REAL  ESTATE 

s  a  tax  deduction  to  a  nat'l 
ucational  group.  We  are  an 
D1-C-3  professional  society 
disallowance  in  our  16  yr. 

ICAN  SOCIETY  FOR 
OMENTAL  EDUCATION 

tct  East:  603-643-3536 
st:  714-496-3238 


ANEOUS  FOR  SALE 

rlENT  GEMSTONES! 
ITEED  LIQUIDITY!!! 

le  catalog.  Satisfaction  Gtd 
Member:  Jewelers  Board  of 
iber  Commerce,  American 
ssn. 

USE  OF  ONYX 

i.  One  Main  Street 
ville,  Kentucky  42345 
FREE  1-800-626-8352 


before  vou  hire 

CROSS  OUT  THE 
CROOKS' 

'lovtr  40%  of  people  are  dnhontst) 

Nationwide  hundreds  of  Cor 
potations  use  P  O  S  PRE-EM- 
PLOYMENT OPINION  SURVEY 
(a  one  page  questionnaire) 

♦  PROVEN  VALID 

♦  LEGAL  IN  ALL  STATES 
»  EASY  TO  UTILIZE 

»  COST  VERY  LITTLE 
For  complete  information 
write  or  phone  (Toll  Free! 

T.O.S.  Corporation 

P.O.  Box  48232  •  Chicago.  I L  60648 
1-800  -  621  4008 


-  Fortune  Cookies 
^With  YOUR  Sayings 

Great  for  Sales,  Proms,  Parties 
Ship  Anywhere 

Minimum  order:  \ 
100  cookies  '^i*5* 
Toggle  Inc.  (212)  724-2047 


USE  OUR  TOLL  FREE  800  LINES 
FOR  YOUR  NEXT  PROMOTION! 

Get  the  800  advantage  to  increase  prof- 
itability. Save  time  &  money.  We'll 
take  orders,  leads,  &  messages.  24 
hours  a  day.  All  50  States  &  Canada. 
Professional  &  Economical  Service. 
AMERICAN  ADVANTAGE  800. 
1-800-628-2828  ext.  100. 


YACHTS 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  a  bargain  sale  to  a  charily,  our  cash 
purchase  +  your  income  tax  savings  give 
you  a  substantial  financial  return 
Airplanes,  Real  Estate  &  Motor  Vehicles. 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


SALES  APPOINTMENTS 


SALES  APPOINTMENTS 

We  make  your  Salesmens  Appointments 
insurance  Professionals 
WRITE  OR  CALL 
APPOINTMENT  MAKERS 
710  Witshire  Blvd.  #204 
Santa  Monica,  CA  90401 
CALL  TOLL  FREE 
1-800-523-0835  in  Calif. 
1-800-222-2923  Western  U.S. 
(213)  395-4004  Local 


TRAVEL 


WE'VE  GOT  YOUR  ISLAND 
ISLANDS  UNLIMITED,  INC. 

Fine  Charter  Yachts.  Crewed  Or  Bareboat 
Caribbean.  Polynesia.  Bahamas  The  Best 
Vacation  Value  Available  for  discriminat- 
ing tastes. 

We  knov.'  enough  to  do  it  right 
Islands  Unlimited  Inc. 
Box  1743    Tellunde,  Co.  81435 
I-80O-354-8822 


BUSINESS  OPPORTUNITIES 


SAVE  TAX  $ 

Take  advantage  of  significant  writeoffs 
Donate  your  Doat,  motorhome,  auto  or 
aircraft  to  an  IRS  approved  non-profit 
educational  foundation  for  handicapped 
and  normal  children  in  Albuquerque, 
NM  All  donations  are  lOO'/r  of  value  tax 
deductible. 

EARTHSONG 
Contact  Scott  Milliken  •  (505 1  298-7569  collect 


R>rbesMarket/( 


BUSINESS  OPPORTUNITIES        BUSINESS  OPPORTUNITIES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00  Per  Sq.  Ft. 


Modern  technology,  excellent  craftsmanship,  and  American  ingenuity  has  resulted  in  a 
housing  design  with  standard  features  not  found  in  homes  selling  at  twice  the  price. 

•  Fully  Insulated  •  Thermo  Pane  Windows  c  Cathedral  Ceilings  •  Exterior  Decks 

•  Quality  Construction  •  FHA  and  VA  Accepted  •  Built-in  Computer  Center— which 
allows  the  home  to  perform  many  functions  for  the  occupants.  •  Interior  Design  Flexibility 

EAGLE'S  NEST  HOMES  is  seeking  one  district  representative  to  establish  retail  sales. 
•  Unlimited  Income  Potential  •  Protected  Territory  •  Factory  Training  • 
•  No  Real  Estate  License  Required  •  Investment  Securied  by  Model  Home  • 
Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model 
home.  Home  may  be  lived  in  or  used  as  an  office.  Call  Mr.  Farb 
collect  (404)  255-0728,  6363  Roswell  Rd.,  Suite  B,  Atlanta,  GA  30328 


OWN  YOUR  OWN 
APPAREL  STORE 


Own  your  own  Jean-Sportswear, 
Ladies  Apparel,  Childrens,  Large 
Size,  Petite,  Maternity,  Dance- 
wear  or  Accessories  store.  Jor- 
dache,  Chic,  Lee,  Levi,  Izod, 
Gitano,  Tomboy,  Calvin  Klein, 
Sergio  Valente,  Evan  Picone,  Liz 
Claiborne,  Members  Only,  Guess, 
Healthtex,  over  1000  others. 
$14,300  to  $25,900  Including  In- 
ventory, Training,  Fixtures,  Grand 
Opening  etc.  Can  Open  15  Days. 
Call  For  Mr.  Loughlin  (612) 
888-6555. 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise. Over  600  others  have,  ask  them. 
Call  today  for  free  information. 

Speedy* 

Printing  Cancera 

23131  VERDUGO  DRIVE 
LAGUNA  HILLS.  CA  92653-1342 
CALL  1-800-854-3321 


toai  15,000  BUSINESSES 
■■^1  FROM  COAST 

'  ^V^i-'l^  TO  COAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 

)Toll  Free  800-327-.9630 
in  Flo  call  800-533-4663 


National  Restaurant 
Exchange,  Inc. 

Inquiries  and  Listings  Welcome 
No  Brokerage  Fees  or  Commissions 
ssALfV   Nationwide:  800-624-5977 
Texas:  800-443-1569 
Local:  214-722-8465 
Restaurants  For  Sale  •  Coast  to  Coast 
Restaurant  Owners  Multiple  Listing  Service 


$$$  FOR  SALE  BY  OWNER  $$$ 

Vi  Billion  $  Worth  of  Businesses  with 
No  Brokerage  Fees  Buyers  or  Sellers  Welcome 
Toll  Free  1-800-233-2115   In  TX 1-214-980-4865 

GREAT  WESTERN  /<*«V* 

BUSINESS  EXCHANGE,  INC.    f  P 

14114  Dallas  Pkwy  .  #220  Xj^l^r 
Dallas.  Texas  75240   


EXECUTIVE  GIFTS 


ULTRA  VERSATILE  WALK 
FAN  IS  COOL!  All  in  one  com- 
pact WALK  FAN  keeps  you  cool, 
eliminates  unpleasant  odors 
cigarette  smoke  &  fragrances  the 
air  with  perfume  dispenser. 
That's  not  all!  Also  features 
flash/reading  light,  thermometer, 
mirror,  calendar  clock.  Light  du- 
rable can  take  it  with  you.  Battery 
operated  fan  keeps  you  cool  while 
applying  make-up.  Fan-tastic  fun  practical  gift  for 
guys/gals.  Order  WALK  FAN  only  $28.95  +  $2  00 
shippg/handlg.  LuWiz  Int'l,  P.O.  46686,  Cincinnati. 
OH  45246  Batteries  not  ml 


ALL  NAME  BRANDS 

FAST-FRESH-CHEAP 

1-800-JR-CIGAR 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  Ve"  lor 
state  width|  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94  1 3  I        |4JS|  S85-610O 


SPORTS 


PEBBLE  BEACH  GOLF  CAP— 

$15.00.  With  PB  Give  $22.00  Add 
$5.00  shpng.  PB  Ptr— $60.00— vsor 
$10.00,  Twl  $10.00,  Shrt  $30.00,  Swtr 
$40.00  Brm  Hat  $15.00.  Prce  Lst,  Bis, 
Bgs.  Clbs.  Reps.  Group/corp  disc. 

Send  to:  CORRICK  CALIF. 

Dept.  F,  PB,  Ca.  93953-0698 
408-426-9010/373-6894 


COMPUTERS 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 
Fgt.  Prepaid  Save  Tax 
^       Toll  Free  800-231-3680 

Nil  mflRYlTlflC  INDUSTRY  INC 

22511  Katy  Fwy. 
Kaly  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


Forbes:  Capitalist  Tool 


Drmation  write  or  call  Linda  Loren,  Forbes  Market/Classified,  60  Fifth  Avenue,  New  York,  N.Y.  10011  (212)  620-2440 


Rumoritis 

Streetwalker  readers  who  suspect 
Street  sources  sometimes  get 
their  wires  crossed  may  appreciate 
the  following  recent  news  stories: 

"Viacom  International  rose  2,  to  65, 
on  more  than  1.5  million  shares.  The 
bulk  of  the  volume  came  from  a  block 
of  1  million  shares.  .  .  .  The  seller  was 
rumored  to  be  Carl  Icahn,  the  New 
York  investor,  market  sources  said" 
[Wall  Street  Journal,  May  6). 

"The  rumor  was  that  the  New  York 
investor  Carl  Icahn  had  bought  the 
Viacom  shares.  .  .  "  [New  York  Times, 
May  6). 
Rumors,  anyone? 


Cash  cure 

Door-to-door  sales  are  sick-sick, 
and  San  Francisco-based  Shaklee 
Corp.,  the  $406  million  (sales)  nutri- 
tional products  peddler,  has  been  ail- 
ing. Shaklee  earned  $2.71  per  share  in 
1983,  99  cents  per  share  last  year. 

The  patient  may  be  recovering, 
however.  Lee  Tawes  of  Oppenheimer 
&  Co.  expects  Shaklee  will  spin  off 
20%  of  its  Japanese  subsidiary  on  the 
Tokyo  stock  exchange  this  summer, 
bringing  the  parent  company  an  esti- 
mated $30  million  after  taxes.  That, 
plus  Shaklee's  current  cash  hoard,  to- 
gether with  its  overfunded  pension 
fund,  would  mean  more  than  $130 
million  in  cash  by  the  end  of  the  Sept. 
30  fiscal  year — about  $10  a  share. 
Shaklee  recently  traded  around  22 'A. 
So  if  earnings  recover  to  $  1 . 75  in  fiscal 
1987,  as  Tawes  predicts,  you  could 
buy  $1  of  Shaklee  earnings  for  just 
over  $7,  after  subtracting  the  cash. 

Tawes  smells  either  a  big  share- 
buyback  or  an  outright  sale  of  the 
company.  Forrest  C.  Shaklee,  the 
founder,  died  last  December.  That 
same  month  Gary  Shansby,  the  com- 
pany's chairman,  resigned.  Shaklee's 
two  sons  control  about  30%  of  the 
stock.  They  are  both  in  their  60s  and 
have  nothing  to  do  with  the  firm's 
daily  operations. — Thomas  Jaffe 


Smoother  sailing? 

Hard  times  for  shipping,  disastrous 
times  for  Todd  Shipyards  Corp. 
Todd's  New  Orleans  yard  took  a  long 
strike,  then  shut  for  good.  Its  West 
Coast  yards  are  hard  put  to  compete 
with  the  Koreans  and  Taiwanese  to 
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overhaul  commercial  ships.  For  the 
fiscal  year  ended  Mar.  31  Todd  lost  56 
cents  a  share,  vs.  a  positive  net  of 
$4.36  in  1985. 

Calmer  seas  ahead?  John  Simon  of 
Los  Angeles'  Seidler  Amdec  Securi- 
ties notes  that,  excluding  special 
charges,  Todd  earned  65  cents  a  share 
in  its  fourth  quarter.  Gramm-Rudman 
may  mean  more  pressure  on  the  Navy 
to  use  existing  ships — good  news  for 
Todd's  San  Pedro,  Calif,  yard,  recently 


Todd's  San  Pedro,  Calif,  shipyard 
Listing  no  more. 


renovated  at  a  cost  of  $150  million. 
Meanwhile,  $414  million  (sales)  Todd 
has  delivered  the  first  of  two  Class  47 
Aegis  cruisers  to  the  Navy  and  may 
become  the  second-source  contractor, 
behind  Bath  Iron  Works,  to  build 
equally  complex  Aegis  destroyers. 
Even  without  that  contract — but  with 
additional  profits  from  maintenance 
work  and  from  newly  acquired  Aro 
Corp.,  in  air-powered  equipment — Si- 
mon thinks  Todd  will  earn  $2.50  or  $3 
on  each  of  its  4.2  million  NYSE  shares 
in  the  fiscal  year  ending  next  March. 
Anchors  aweigh? — TJ. 


Pay  now,  fly  later 

For  clients  who  prefer  being  up  in 
the  air  to  going  down  to  the  sea 
with  Todd  Shipyards,  analyst  Simon 
is  recommending  Lear  Siegler  Inc. 
Since  paying  $282  million  for  Bangor 
Punta  Corp.  in  1984,  Lear  has  been 
bled  by  Piper  Aircraft,  which  had  been 
part  of  Bangor.  General  aviation  re- 
mains very  weak.  Worse,  Simon  ex- 
pects Lear  to  take  a  $50  million  to 
$100  million  charge  to  cover  the  in- 
crease in  Piper's  product  liability  in- 
surance before  its  fiscal  year  ends  on 
June  30.  That  could  slash  fiscal  1986 
earnings  to  as  low  as  85  cents  a  share. 
Last  year  Lear  earned  $5.51  a  share. 
The  analyst's  optimism  is  based  on 


the  other  goodies  in  the  $2  4  b| 
(sales)  conglomerate.  These  ini 
aerospace      instruments,  ori 
equipment    and  replacement 
parts  like  Safelite  windshields, 
commercial  and  industrial  pro< 
like  Rapistan  conveyor  systems 
Smith  &.  Wesson  handguns.  B)( 
ting  the  liability  insurance  charg 
of  the  way  now,  Simon  thinks 
recently  trading  at  54,  could  ei 
record  $6  in  fiscal  1987.  A  risk} 
but  there  is  always  good  money 
made  on  cyclical  stocks  when- 
lf — they  take  off.— -T.J. 


Promised  land 

Maybe  the  Sinay  brothers — Jo; 
65,  and  Samuel,  59 — will  be 
ter  at  real  estate  than  they  have 
at  selling  furniture.  They  contro 
Angeles'  RB  Industries,  Inc.,  a 
million  (estimated  1986  sales)  f 
ture  showroom  chain  with  som 
stores  in  seven  western  states. 

After  a  flurry  of  ill-conceivet 
pansion,  RB  lost  $15  million,  or  { 
a  share,  in  its  fiscal  year  ended 
30,  1985.  This  fiscal  year  the  c 
should  be  in  the  black. 

Disenchanted  with  hawking 
and  bedroom  sets,  the  Sinays 
begun  closing  stores  and  seem  to 
out  of  the  furniture  business  alto, 
er.  Next  likely  endeavor:  redepk 
RB's  underlying  real  estate  as 
James  Schmitt,  an  analyst  who 
Somis,  Calif.-based  Westcountr 
nancial,  thinks  RB's  Irvine,  ( 
property  is  worth  as  much  as  $13 
lion  and  says  the  chain's  long- 
lease  for  a  store  at  Los  Angeles' 
shire  Boulevard  and  Fairfax  Av 
could  be  worth  up  to  $3  million, 
eral  properties  that  are  owned  b 
could  be  sold;  others  could  be  1< 
at  higher  rents.  With  3.4  millio: 
shares  outstanding,  Schmitt  tt 
RB  is  worth  $12  to  $15  a  share.  R( 
•  NYSE  price:  97/s.  The  Sinays 
24%.  Jeffrey  Neuman,  a  re 
Drexel  Burnham  Lambert  br< 
owns  a  further  9%  .—T.J. 


Dollars  and  Centex 

Appearances  turn  off  many  pi 
tial  investors  in  Centex  C 
Dallas'  big  (sales,  $1.4  billion)  I 
builder.  Associated  with  the  sh 
ing  Texas  economy,  it  also  has  i 
gard  construction  business  tha 
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for  around  45%  of  sales  but 
%  or  so  of  profits.  While  home 
;  like  Ryland  Group  and  Pulte 
ell  above  15  times  estimated 
rnings,  Centex,  recently  $31, 
1 1  times. 

ppearances  are  deceiving.  The 
y  is  the  biggest  home  builder 
igo  and  a  leader  in  the  Atlanta 
In  Texas  most  of  Centex' 
;  is  in  the  relatively  healthy 
=ort  Worth  area.  David  Katzen 
York  City's  Goldsmith  &  Har- 
cts  the  number  of  homes  Cen- 
ds  nationwide  to  be  up  15% 
ir,  and  margins  to  widen.  In 
Centex  has  entered  a  joint 
with  Lehigh  Portland  Ce- 
at  will  allow  Centex  to  gener- 
)  $40  million  in  cash,  tax-free, 
ning  interest  rates  are  flat 
:  next  12  months,  Katzen  ex- 
scal  1987  earnings  will  ap- 
$3.50  a  share,  vs.  the  $2.62 
earned  in  the  year  ended  last 
.  With  excess  cash  flow  run- 
iund  $85  million  a  year,  man- 
t,  owning  8%  of  the  17.8  mil- 
res  outstanding,  will  probably 
e  buying  back  stock.  With  the 
ion  family  now  out  of  the 
:hey  had  owned  14% — Katzen 
management  buyout  is  also  a 
ity. — T.J. 


tough,  already 

in  automotive  original  equip- 
lt  supplier  still  attract  buyers 
ubling  in  just  eight  months? 
,  no.  But  $73  million  (sales) 
Corp.  of  Cass  City,  Mich,  may 
ception.  Walbro  specializes  in 
ents  for  electronic  fuel  injec- 
tems  for  cars.  More  than  half 
:w  U.S. -built  cars  now  come 
d  with  fuel  injection.  By  1990 
uld  be  100%. 

o's  labor  costs  are  around  $11 
,  vs.  $24  in  the  auto  industry, 
lore  mileage  from  this  advan- 
ilbro  now  hopes  to  supply  for- 
amakers,  both  overseas  and  in 
i.  Earnings?  They  were  off 
o  $1.13  a  share,  last  year,  but 
is  after  a  55  cents-a-share 
>vn  of  a  die-casting  business, 
ir  Walbro  should  earn  at  least 
re — and  that  figure  is  adjusted 
)ck  offering  in  April  that  in- 
the  number  of  common 
5%,  to  nearly  3.5  million  (in- 
vn  some  18%).  At  a  recent  25 
te  stock  still  sells  for  12 'A 
stimated  1986  earnings — not 
asonable  multiple  for  20% 
nd  growth.— T.J. 
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THIS  IS  THE  AD 
YOUR  BROKER  HOPES 
YOl  WON'T  READ. 


Because  with  Fidelity  USA,  not  only  can  you  save  up  to 
75%  on  stock  brokerage  commissions  every  time  you 
trade*  but  you  can  also  get  complete  asset  management 
account  benefits:  securities  trading  with  24-hour  order 
entry  access,  margin  borrowing,  urdimited  checking, 
optional  credit  card,  mutual  funds  and  more  -  in  one 
account.  And  a  free  subscription  to  our  monthly  publication, 
Capital  Ideas. 

All  cash,  dividends  and  proceeds  in  your  account  are 
invested  in  your  choice  of  a  taxable  or  tax-exempt  money 
market  fund  earning  high  current  yields. 

You  also  have  access  to  Fidelity's  50  performance-driven 
mutual  funds. 

And,  to  tie  it  all  together,  the  comprehensive  USA 
ultra-statement  sums  up  your  entire  Fidelity  relationship 
each  month. 

For  more  complete  information,  call  for  a  free  prospec- 
tus, which  describes  all  management  fees,  expenses,  and 
the  low  monthly  account  fee.  Please  read  the  prospectus 
carefully  before  investing  or  sending  money. 


FIDELITY 


A  ULTRA 
SERVICE 
ACCOUNT 


FIDELITY  INVESTMENTS 

Fidelity  Brokerage  Services,  Inc. 
Box  832,  82  Devonshire  St.,  Boston,  MA  02103 

Offices  in  30  cities  nationwide. 


1-800-544-6666 

In  Mass.  call  collect  (617)  523-1919 


*As  compared  to  full-cost  firms  which  may  provide  investment  recommendations. 
Minimum  commission  $33.  Member  New  York  Stock  Exchange,  Inc.,  and  other  principal  exchanges.  SIPC 
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Forbes  /  Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


A&P    110 

Abbott  Laboratories    145 

ABN   242 

Accel  Telecom  Partners   102 

Adia  242 

Adler    102 

Advanced  Micro  Devices   106 

Advest  23 

AGS  Computers    145 

Akzo  242 

Allied  Security  Guards    74 

Allison  Acoustics  220 

Amax   35 

Amerada  Hess    145 

America  Works    10 

American  Brands   223 

American  Cyanamid   223 

American  Express    145,  223 

American  Express  (Shearson 

Lehman  Brothers)    29,  237 

American  Family  Life    125 

American  Medical  International  98 

American  National    124 

American  Savings  &  Loan    51 

American  Savings  Bank    17 

Amoco    139 

AMR  (American  Airlines)   194 

Amway    125,  214 

Andry  Montgomery  &  Associates    10 

Arab  Bank  Ltd  Group  38 

Ashland  Oil   232 

Associated  Dry  Goods    110 

Associated  Health  Services    74 

AT&T    102,  244 

Avon  Books  23 

Avon  Products  246 

Baldwin-United    191 

Banco  Denasa    124 

Bank  of  New  York   8 

BankAmerica    124,  125 

Bankers  Trust  N.Y   124,  145 

Banque  Paribas   44 

Beatrice   222 

Bell  Atlantic    102 

Berkshire  Hathaway   145,  150 

Biscayne  Federal  Savings 

&  Loan    191 

D.H.  Blair   118 

John  Blair   44 

Blue  Cross   74 

Bluegrass  Farm    10 

BNE   17 

Boston  Properties   222 

Braniff    194 

Breeders'  Cup  Ltd   10 

Bridge  Communications   102 

Eridgewater  Associates   36 

British  Aerospace    194 

British  Airways   24 

Brown  &  Williamson  207 

Blown  Brothers  Harriman   242 

Russi.!!  E.  Brown  &  Associates    198 


Business  People   8 

Buhrmann-Tetterode   242 

Cannon  Group  90 

Capital  Cities/ABC    44,  145,  206 

CBS    34,  44,  145,  228 

CBS/Fox  Video   228 

Centex   252 

Cetus   145,  241 

Chemical  New  York    145,  223 

Cherry  Electrical   246 

Chesebrough-Pond's   244 

Chips  &.  Technologies    106 

Chrysler    139,  150,  214 

Ciba-Geigy  242 

Cigna  74 

Cineplex  Odeon   90 

Citicorp   102,  118 

Claiborne  Farm    10 

Liz  Claiborne    150 

Coca-Cola   90,  127 

Columbia  Savings  &  Loan   150 

Comcast  223 

Comdisco   145 

Commonwealth  Theaters  90 

Compaq    106 

Congoleum  (Bath  Iron  Works)  252 

Consultants  &  Administrators    74 

Consumer  Reports  228 

Continental  Airlines   194 

Convertible  Yield  Fund   241 

CPC  International    127 

Credit  Suisse   242 

Cushman  &  Wakefield   51 

Cypress    106 

D/J  Brush  Associates   10 

Daiei    110 

Dain  Bosworth   51 

Daiwa  Securities  Amenca   36 

De  Laurentiis  Entertainment 

Group   90 

Denny's   110 

Denny's  Japan   110 

Deutsche  Bank   238 

S.W.  Devanney   34 

Discount  Corp  of  New  York   36 

Diversified  Medical  34 

Doelz  Networks    102 

Dome  Insurance    74 

Donaldson,  Lufkin  &.  Jenrette    191 

Doubleday   23 

Dow  Chemical    102 

Dow  Jones  (Wall  Street  Journal)   34,  252  • 

Drexel  Burnham  Lambert   44,  252 

Drexel  Management   241 

Dun  &  Bradstreet  (Dataquestl    84 

Duquesne  Light   234 

The  Electronic  Workshop   220 

Emervac   34 

Equities  Processing  Si  Clearing  34 

E.S.M  51 

Executive  Life  Insurance   237 
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Do  something 
for  nothing. 

And  you'll  get 
everything. 


You  know  the  feeling. 

It  stays  with  you  all  your  life.  Helping 
a  friend.  A  neighbor.  Someone  in  need. 

That's  what  Red  Cross  volunteers  do 
every  day. 

Because  every  day  someone  needs  us. 

And  we  need  you . 

We  urgently  need  volunteers  and 
donations. 

Please  call  your  Red  Cross  chapter 
today.  Help  the  people  who  help  people. 


American  Red  Cross 


Flashbacks 


years  ago  in  Forbes 

issue  of  June  1,  1926) 

f.S.  Air  Mail  Service,  which 
ugurated  in  1918  and  which 
i  steadily  expanded  since,  is  at 
ment  the  largest  air  transport 
se  in  existence.  This  service  is 
1  at  a  loss,  being  clearly  ac- 
s  forming  a  practical  laborato- 
he  development  of  operating 
s  applicable  in  this  country.  It 
red  its  purpose  so  well  in  this 
hat  it  is  now  looked  upon  in 
m  countries  as  the  world  stan- 
airplane  operation." 

records  are  not  being  broken, 
;  possible  that  this  year's  total 
s  will  fall  somewhat  below 
ir's,  but  conditions  are  thor- 
sound  and  the  year  promises 
:  reasonably  satisfactory.' 

writer  has  traveled  several 
ids  of  miles  during  the  last  few 
:o  interview  bankers  and  in- 
ists,  and  the  foregoing  sen- 
tirly  summarizes  the  consen- 
le  opinions  expressed." 

—B.C.  Forbes 


years  ago 

■  issue  of  June  1,  1936) 

ot  easy  to  take  a  complacent 
:  what  might  happen  should 
ority  of  citizens  give  Franklin 
ievelt  a  new  lease  of  authority 
out  autocratic,  un-American 
experiments,  'reforms.'  " 

businessmen  object  to  the  way 
cal  trade]  pacts  are  negotiated, 
shudder  at  the  huge  chunks 
;  cutting  out  of  the  U.S.  tariff 
.  But  no  businessman  denies 
agreements  now  in  effect  have 
;d  trade  between  this  country 
srs.  U.  S.  exports  to  Cuba  during 
:  year  of  the  Cuban  agreement 


jumped  60%  above  the  previous  12 
months.  And  the  first  9  months  of  the 
Belgian  treaty  brought  a  71%  increase 
in  U.S.  sales  to  Belgium." 


"If  frank  admission  of  fault  is  the  near- 
est thing  to  virtue,  the  most  nearly 
virtuous  man  in  the  Midwest  last 
month  was  young  (42),  gray-thatched 
John  E.  Swearingen,  president  of  Stan- 
dard Oil  Co.  of  Indiana.  'Let's  face  it, '  he 
says  with  utter  candor,  'in  many  re- 
spects this  is  a  second-rate  company. '  " 

"Japanese  steelmakers  continue  to 
move  up  in  world  production,  may 
oust  Great  Britain  from  fourth  place 
behind  U.S.,  Russia  and  West  Germa- 
ny. The  Japanese  see  a  20%  pickup  in 
steel  output  this  year  (to  27.5  million 
metric  tons),  and  in  the  early  months 
of  1961  have  run  only  slightly  below 
Britain,  which  produced  24.6  million 
metric  tons  last  year." 


Ten  years  ago 

(From  the  issue  of  June  1,  1976) 

"Except  for  the  two  dozen  demised 
presidential  aspirants  and  their  more 
fanatical  financial  and  political  back- 
ers, the  Democratic  Party  at  this  point 
is  having  a  ball.  Instead  of  a  Conven- 
tion that  looked  like  it  might  dupli- 
cate the  1924  deadlocked  debacle, 
theirs  will  be  a  Coronation.  And 
they've  high  hopes  that  their  primary 
crossover  votes  will  set  up  Mr.  Reagan 
as  the  Republican  straw  man  for  Jim- 
my Carter  in  November." 

"For  six  years  the  Surgeon  General 
has  warned  smokers  that  cigarette 
smoking  is  a  health  hazard.  The  trou- 
ble is,  there  is  no  Surgeon  General. 
Since  1972  the  duties  of  America's 
chief  physician  have  been  only  'cere- 
monial,' according  to  a  reluctant  Pub- 
lic Health  Service  spokesman." 

Dan  Budnik/tt'inxinn  Camp 


"Warren  Buffett  is  a  living  legend  on 
Wall  Street — even  though  he  rarely 
appears  there.  From  an  office  in  far-off 
Omaha,  Neb.  the  45-year-old  Buffett 
has  piled  up  a  spectacular  record.  Be- 
tween 1957  and  1959  his  investment 
partnership  multiplied  its  capital  thir- 
tyfold.  And  then  he  quit.  In  1 969  he  put 
most  of  his  money  into  tax-exempts 
and  into  companies  he  controlled. 

"Buffett  was  quiet  for  afew  years,  and 
then  Forbes  interviewed  him  in  the 
fall  of  1974.  The  Dow  industrials  were 
at  580.  When  asked  how  he  felt  about 
the  stock  market  then,  he  shot  back: 
'Like  an  oversexed  guy  in  a  harem.  This 
is  the  time  to  start  investing.'  " 


Twenty-five  years  ago 

(From  the  issue  of  June  1,  1961) 

"Over  24  years  have  passed  since  the 
early  January  day  in  1937  when  the 
voters  of  Durant,  Miss,  (population: 
2,500)  decided,  330  to  19,  to  issue 
$85,000  worth  of  bonds  to  build  a 
plant  for  Realsilk  Hosiery  Mills,  and 
thereby  launched  the  modern  phase  of 
municipal  industrial  financing.  After 
the  vote  was  announced,  there  was  a 
celebration,  complete  with  fireworks. 

"Two  and  a  half  decades  later  the 
subject  still  provokes  fireworks, 
though  for  other  reasons.  Last  month, 
for  example,  the  Investment  Bankers 
Association  in  its  spring  meeting  at 
White  Sulphur  Springs  again  ex- 
pressed ...  its  concern  over  the 
growth  of  municipal  industrial  fi- 
nancing, and  its  fear  lest  this  growth 
imperil  the  tax-exempt  status  of  all 
municipal  bonds." 


Investment  sage  Warren  Buffett 
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I  never  speak  falsehood,  but  I  do 
not  tell  the  truth  to  everyone. 
Paolo  Sarpi 


I  tell  the  truth,  not  as  much  as 
I  would  but  as  much  as  I  dare — 
and  I  dare  more  and  more  as  I 
grow  older. 

Michel  de  Montaigne 


I  am  always  at  a  loss  to  know 
how  much  of  my  own  stories 
to  believe. 

Washington  Irving 


People  who  have  given  us  their 
complete  confidence  believe  that 
they  have  a  right  to  ours.  The 
inference  is  false:  a  gift 
confers  no  rights. 
Friedrich  Nietzsche 


We  do  not  agree,  really,  on  very 
much,  because  we  do  not  propose 
to  confess  very  much  about  what  is 
going  on  in  our  heads. 
David  Cort 


A  little  inaccuracy  saves  a  world 
of  explanation. 
C.E.  Ayres 


The  vanity  of  being  trusted  with  a 
secret  is  generally  one  of  the  chief 
motives  to  disclose  it. 
Samuel  Johnson 


If  one  tells  the  truth,  one  is  sure, 
sooner  or  later,  to  be  found  out. 
Oscar  Wilde 


The  hard  fact  was,  circumstances 
rarely  misled,  and  appearances 
were  always  full  of  truth. 
James  Gould  Cozzens 


And  whether  you're  an  honest  man 
or  whether  you're  a  thief 

Depends  on  whose  solicitor  has 
given  me  my  brief. 

W.S.  Gilbert 


Thoughts 

on  the  Business  of  Life 


Despite  tbe  organization  of  industry 
to  make  routine  labor  automatic, 
every  individual  must  be  a  boss  in  the 
application  of  bus  personal  energies  to 
tbe  task  at  band.  Wben  tbis  principle  is 
understood,  many  minor  executives 
who  waste  time  as  "busybodies"  in 
directing  tbe  efforts  of  others,  will 
achieve  true  executive  calibre  by 
limiting  their  bossing  to  the  coordina- 
tion of  one  worker  's  task  with  the 
efforts  of  the  entire  organization.  Old- 
fashioned  bossing,  which  is  one  part 
'driving, "  one  part  "snooping, "  and 
one  part  "busybody ing, "  receives  no 
approval  in  modern  organizations. 
B.C.  Forbes 


Reporting  facts  is  the  refuge  of 
those  who  have  no  imagination. 
Vauvenargues 


When  was  the  truth  so  beautiful 
that  it  could  be  preferred  to  a 
magnanimous  lie? 

TORQUATO  TASSO 


In  an  honest  man  there  is  always 
something  of  a  child. 
Martial 


A  satirist  is  a  man  who 
discovers  unpleasant  things 
about  himself  and  then  says 
them  about  other  people. 
Peter  McArthur 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Be  fond  of  the  man  who  jests  at 
his  scars,  if  you  like,  but  never 
believe  he  is  being  on  the  level 
with  you. 

Pamela  Hansford  Johnson 


Falsehood  is  so  near  to  truth 
that  a  wise  man  would  do  well 
not  to  trust  himself  on  such 
a  narrow  edge. 
Cicero 


George  Washington,  as  a  boy, 
was  ignorant  of  the  commonesi 
accomplishments  of  youth.  He 
could  not  even  lie. 
Mark  Twain 


To  puff  and  to  get  one's  self 
puffed  have  become  different 
branches  of  a  new  profession. 
Anthony  Trollope 


A  Text . . . 

Boast  not  thyself  of 
tomorrow;  for  thou  know 
not  what  a  day  may  bring 
forth.  Let  another  man 
praise  thee,  and  not  thy 
own  mouth. 
Proverbs  27:  1,2 


Sent  in  by  Melvm  Saltzberg,  Laurel, 
What's   your   favorite    text?    The  Fo 
Scrapbook  of  Thoughts  on  the  Businei 
Life     is     presented     to  senders 
texts  used. 


It  is  the  dread  of  something 
happening,  something  unknow: 
and  dreadful,  that  makes  us  do 
anything  to  keep  the  flicker 
of  talk  from  dying  out. 
Logan  Pearsall  Smith 


The  liar's  punishment  is  not  in 
the  least  that  he  is  not  believed 
but  that  he  cannot  believe 
anyone  else. 
George  Bernard  Shaw 
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Buick  redefines 
the  Great 
Ame/ican  Coupe. 

/Once  upon  a  time, 
America's  roads  were  graced 
by  handsome,  big,  sporty 
coupes.  But  in  recent  years, 
most  big  coupes  grew  to  look 
suspiciously  like  sedans  with 
two  of  their  doors  missing. 

Introducing  the  new,  front- 
wheel-drive  Buick  LeSabre 
Coupe.  This  is  a  whole  new 
kind  of  big,  sporty  coupe.  It 
rides  and  handles  with  a 
tightness  and  a  crispness 
unexpected  in  a  car  of  this  size. 

Its  bigness  will  impress  you 
immediately,  for  the  LeSabre 
Coupe  offers  a  rare  commod- 
ity in  sporty  coupes:  room. 
Genuine  room  for  six. 

Being  a  Buick,  the  LeSabre 
Coupe  offers  all  this  room  in 
true  comfort,  and  in  plush 
surroundings. 

As  for  its  sporty  side,  it  is  an 
automobile  truly  designed  for 
those  who  love  the  open  road. 


The  standard  powerplant  is  a 
multi-port,  fuel-injected  3.0-litre 
(not  available  in  California).  Or, 
order  the  available  3.8-litre  with 
sequential-port  fuel  injection 
and  roller  lifters. 

To  handle  this  perform- 
ance with  great  agility,  the 
LeSabre  Coupe  has 
MacPherson  strut  front 
suspension,  power-assisted 
rack-and-pinion  steering  and 
fully  independent  rear 
suspension. 

But  enough  of  logic. 
Buckle  up  and  visit  your  Buick 
dealer. 

And  experience  the  return 
of  the  Great  American  Coupe 
—  in  a  very  enlightened  form. 
For  more  information,  a  test 
drive  or  a  brochure,  call: 

1-800-86-BUICK  (1-800-862-8425). 


Wouldn't  you 
really  rather  have  a  Buick? 


Forbes 
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101    The  Honda  plant  (left)  in  Marysville  and  the  AMC  Jeep  plant  in  Toledo 


The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  192  and  193. 
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101  A  Tale  Of  Two  Worlds 

Productivity  is  more  than  a  number;  it  is  people  and 
attitudes.  Compare  the  Honda  and  Jeep  factories. 

COMPANIES  

34    Intel  Corp. 

Beyond  the  80386  miracle  chip. 
36    DWG  Corp. 

Why  should  other  sharks  take  over  Victor  Posner's  compa- 
ny, when  they  can  keep  feeding  on  it? 

54    The  Up  &  Comers:  Power  Brokers 

Sudden  wealth  at  Catalyst  Energy  Development  Corp. 
Also:  Warren  Wheeler's  dream  of  running  an  airline. 

62    Carter  Organization 

Proxy  fighter  Don  Carter  is  now  playing  the  takeover  game 
himself.  He's  winning,  but  he  could  still  lose. 

82  MCorp 

This  Texas  bank  is  stronger  than  it  looks. 
90  Pacificorp 

People  buying  utilities  for  their  diversification  prospects 
should  look  carefully  at  Don  Frisbee.  He's  been  there. 

92    Chase  Manhattan  Corp. 

Chase  is  going  places  with  its  converted  thrifts. 

96    Nuclear  Support  Services,  Inc. 

"Sophisticated  Kelly  Girls"  is  the  way  this  thriving  com- 
pany sees  itself. 


110  CalFed 

In  four  years  George  Rutland  has  reformed  this  fixed-] 
addict.  Yet  many  other  S&Xs  are  still  hooked. 

118  La  Quinta  Motor  Inns 

Profits  at  La  Quinta  have  collapsed  with  the  Texas  ecc 
my.  But  Sam  Barshop  is  building  assets. 

INDUSTRIES  

40    Down  On  The  Farm — Unwillingly 

Insurers  have  more  land  than  they  bargained  for. 

50    "Dear  Pharmacist" 

Should  you  believe  what  they're  saying  about  generics 
86    Bang,  Mom,  You're  Dead 

Toymakers  scramble  from  Cabbage  Patch  to  Rambo. 

INTERNATIONAL  

30    The  Quiet  Invasion 

Auto  and  electronics  conquests  behind  them,  the  Japar 
are  pushing  into  U.S.  banking.  Look  out. 

32  Mitsubishi  Estate  Co. 

How  would  you  like  to  buy  $100  worth  of  prime  To' 
real  estate  for  $25? 
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Is  productivity  another  name  for  morale? 

For  our  cover  story,  Senior  Editor  John  Merwin  visited  two  IL 
auto  plants  situated  only  100  miles  apart  in  heartland  Ohi 
Both  produce  excellent  products  in  strong  demand.  But  01 
plant  is  almost  twice  as  efficient  as  the  other. 

The  more  efficient  plant  belongs  to  Honda  of  America.  It 
staffed  and  mostly  managed  by  Americans,  but  produces  ca 
indistinguishable  in  quality  from  Hondas  made  in  Japan.  Supei 
or  Japanese  management?  Replies  Merwin:  "The  manageme 
system  at  Honda  is  not  essentially  Japanese;  it  is  just  good  bas 
common  sense.  If  it  really  were  Japanese,  it  wouldn't  work  c 
American  labor." 

A  two-hour  drive  away  at  AMC's  Jeep  division,  it  takes  near 
twice  as  many  workers  to  produce  a  car  as  at  Honda.  The 
Merwin  talked  with  men  and  women  on  the  factory  floor  ai 
found  a  strong  "them-versus-us"  attitude.  At  Honda  he  fom 
quite  the  opposite — "we're  all  in  this  together." 

Two  factories  making  a  similar  product.  Why  the  big  gap 
productivity?  Honda's  is  the  more  modern  and  better-equippi 
plant,  but  that's  just  part  of  the  story.  Merwin  feels  the  bigge 
difference  is  in  morale.  Not  Japanese  management  methoc 
People's  morale.  Think  about  it.  Page  101. 

That  southern  California  mall  culture 

"Where  do  you  take  a  14- 
year-old  girl  to  sightsee?" 
Forbes'  Richard  Stern  was 
in  Los  Angeles  last  year 
with  his  wife,  Stephanie, 
and  his  daughter,  Alison, 
to  receive  a  Loeb  Award 
for  his  cover  story  on  First 
Jersey  Securities.  Where 
does  one  take  a  teenage 
visitor  to  Los  Angeles?  A 
local  friend  knew  the  an- 
swer immediately.  "Take 
her  to  Fred  Segal's,"  refer- 
ring to  a  supertrendy  Mel- 
rose store. 

Daughter   Alison  was   

soon  happily  immersed  in  the  punky  clothing  boutiques  and  t! 
blaring  of  raucous  rock.  She  was  quickly  equipped  with  ne 
skirts,  matching  blouses,  scarves  and  jewelry.  Stern  watche 
amused  by  the  tribal  culture,  but  his  detachment  was  shoi 
lived.  The  salesman  now  said  to  him:  "How  about  you?"  Dii 
takes  the  story  from  there: 

"The  next  thing  I  knew  I  was  in  a  changing  booth  and  he  w 
throwing  six,  seven,  eight,  ten  pants  at  me.  Nothing  like  Cha: 
vari  in  New  York,  where  if 'you  don't  like  the  first  thing  you'' 
tried  on,  they  treat  you  as  if  you're  wasting  their  time.  I  walk 
out  with  three  pairs  of  pants  and  two  matching  shirts.  I  w 
cleaned  out:  I'd  spent  over  $300  on  myself  and  an  equal  amou 
on  my  daughter.  Did  I  mind?  No.  The  service  was  so  great  ai 
the  selections  so  terrific  that  I  walked  away  happy." 

Good  reporter  that  he  is,  Stern  returned  to  Segal's  to  get  tl 
story  behind  this  merchandising  phenomenon  and  its  creator, 
the  course  of  his  reporting,  he  invested  another  $250  in  Fn 
Segal  merchandise.  Story  on  page  138. 


Segal's  Santa  Monica  emporium 


C-/  Editor 
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Trends 


Edited  by  John  A.  Conway 


Insuring  the  dream 

The  Fair  Housing  Act  was  passed  in 
1968,  but  each  year  an  estimated  2 
million  people  are  denied  housing  on 
the  basis  of  race,  sex  or  religion,  says 
the  Department  of  Housing  &  Urban 
Development.  The  Reagan  Adminis- 
tration and  the  National  Association 
of  Realtors  have  joined  to  combat  the 
problem.  HUD  has  proposed  a  $7  mil- 
lion grant  program  to  cover  10,000 
discrimination  tests  a  year.  These 
usually  involve  sending  two  home 
seekers,  identical  in  all  but  race,  reli- 
gion or  sex,  to  a  real  estate  agent. 
(Private  groups  have  been  using  these 
tests  for  years.)  Guidelines  proposed 
in  HUD's  budget  authorization  mea- 
sures in  the  House  and  Senate  would 
require  that  an  allegation  of  discrimi- 
nation be  made  before  testing,  and 
that  two  tests  be  run.  Will  they  help? 
"If  you  knew  one  of  10,000  tests  could 
be  done  in  your  neighborhood,  you 
would  not  be  so  quick  to  discrimi- 
nate," says  Deborah  Dean,  executive 
assistant  to  HUD  Secretary  Samuel 
Pierce.  She  thinks  the  program  could 
be  running  within  eight  months. 
Next,  HUD  wants  to  eliminate  the 
need  to  prove  "pattern  and  practice" 
and  raise  penalties  from  $1,000  to  up 
to  $50,000  for  the  first  offense  and  up 
to  $100,000  for  the  second. 


The  floating  White  House 

President  Jimmy  Carter,  the  cham- 
pion of  the  common  man,  sold  the 
presidential  yacht  Sequoia  in  1977  for 
$286,000.  (Built  in  1925,  it  was 
bought  for  $200,000  under  Herbert 
Hoover  in  1931.)  The  yachting  com- 
munity deplored  the  move  and  in 
1981  formed  the  Presidential  Yacht 
Trust,  a  private  nonprofit  group  dedi- 
cated to  restoring  the  105-foot  vessel, 
and  bought  it  back  for  $1.5  million. 
Last  year  Congress  endorsed  the  re- 
turn of  the  yacht  to  the  White  House, 
and  the  trustees,  including  America's 
Cup  skipper  Dennis  Conner  and  the 
Democratic  and  Republican  party 
chairmen,  went  full  speed  ahead  on  a 
round-the-clock  restoration  program 
in  Norfolk,  Va.  Since  February  the 
group  has  pumped  nearly  $2  million 
in  labor  and  materials — much  of  it 
donated  by  companies  like  Sperry 
Corp.,    B.F.    Goodrich,    Sealy  and 


JFK  aboard  Sequoia  (then  the  I  Ioney  \:\t/  f 
The  private  sector  to  the  rescue. 

Hirsch  Electronics — into  the  yacht  for 
its  fune  22  rededication.  The  trust  has 
also  launched  a  $10  million  fundrais- 
ing  campaign  to  cover  the  yacht's  pur- 
chase, debt  service,  restoration  and 
operation  until  November  1988, 
when  it  will  be  given  back  to  the 
Navy  exclusively  for  White  House 
use — with  the  stipulation  that  it  not 
be  sold  again,  and  with  a  $3  million 
trust  fund  to  provide  at  least  $200,000 
a  year  for  maintenance  and  operating 
costs.  This  month  Sequoia  sails  from 
Norfolk  to  New  York  to  shape  up  for 
the  July  4  Statue  of  Liberty  gala. 


GM's  hybrid  Chevrolet 

The  payoff  seems  to  have  arrived 
for  General  Motors'  joint  venture 
with  Toyota  to  produce  the  Chevrolet 
Nova.  GM  supplied  the  plant  in  Fre- 
mont, Calif.;  the  United  Auto  Work- 
ers manned  it;  and  the  Japanese  run  it. 
(Tatsuro  Toyoda  of  the  founding  fam- 
ily is  chief  executive.)  The  Nova  is, 
mechanically,  an  identical  twin  to 
Toyota's  Corolla,  but  looks  different. 
The  hybrid  started  slowly  but  has 
pulled  ahead.  In  the  first  four  months 
of  1986,  Nova  sold  45,979  cars;  the 
Corolla  clocked  37,428,  according  to 
Ward's  Automotive  Reports  This  was  a 
drop  of  about  3,000  cars  for  Corolla 
compared  with  1985.  In  market  share, 
this  added  up  to  51.5%  for  the  Nova, 
48.5%  for  the  Corolla.  The  cars  are 
comparable  in  more  than  looks.  No- 
va's recommended  list  for  its  four- 
door  notchback  is  $7,651;  Corolla's 
four-door  model  lists  at  $7,598.  Nor 
are  dealers  discounting.  Los  Angeles 
showrooms  are  offering  both  cars  at 


$8,000  to  $12,000.  GM  dealers,  h< 
ever,  have  also  enjoyed  the  spe 
low-interest  financing  (6.9%  for 
months)  from  the  parent's  finan 
subsidiary,  General  Motors  Acc 
tance  Corp. 


Youth  will  be  served 

Propelled  by  their  appeal  to 
youth  market,  sales  of  "coole 
those  bottles  of  fruit  juice  laced  wi 
dollop  of  alcohol,  have  swelled  fro; 
trickle  to  a  Niagara  in  just  four  ye 
The  coolers  run  about  5%  alcol 
and  their  sales  have  gone  fi 
130,000  cases  in  1982  to  52.3  mill 
last  year  and  will  reach  perhaps 
million  in  1986,  says  Impact  inter 
tional,  the  industry  trade  jour 
Most  are  a  blend  of  juices  and  w: 
others  have  a  beer  base.  Now  5 
gram,  the  world's  number  one  dis 
er,  is  selling  a  line  of  coolers  in  Ca 
da  based  on  rum,  vodka  and  whisk 
proving  out,  like  the  others,  at  ab 
5%  alcohol.  Next  stop,  the  U.S.A. 


Sorry,  sir,  not  my  table 

Waiters  and  waitresses,  ahead] 
short  supply,  will  get  scar 
There  are  now  1.6  million  men 
women  waiting  tables  in  the  U.S., 
by  1995  their  ranks  should  rise  2( 
to  more  than  2  million,  says  the 
reau  of  Labor  Statistics.  Between  r 
and  then,  however,  the  National  I 
taurant  Association  predicts  e 
year  an  average  of  597,000  jobs  i 
need  replacements  and  anot 
38,600  new  jobs  will  be  added.  Th 
partly  because  Americans  now  sp 
40%  of  their  food  dollars  eating  ( 
Restaurateurs  say  that  help  is  aire 
hard  to  find,  particularly  in  fast-f 
spots  with  their  low  hourly  wages ; 

Bob  kn~l  BU 


Waiting  on  tables  in  Charleston,  S  C. 
A  good  wage,  tips  included. 


1  product  of  a  company,  regardless  of  its  industry 
is  the  quality  of  its  thinking. 


Introducing  the  environm< 


Successful  executives  surround  them- 
selves with  the  best  people  and  the  finest  tools 
of  their  trade  for  an  important  reason. 

A  superior  working  environment 
encourages  superior  work. 

This  idea  has  lead  Four  Seasons  Hotels 
to  create,  in  Texas,  the  finest  environment  in 
America  exclusively  for  business  meetings. 
The  first  one  built  to  our  uncompromising 
standards  of  quality. 

Introducing  the  Las  Colinas  Inn  and 
Conference  Center. 

To  us,  quality  means  going  beyond  what 
others  consider  to  be  good  enough.  And  not 
just  here  and  there,  but  in  every  respect. 


For  example,  the  word  "spartan"  ( 
describes  traditional  conference  room! 
the  word  is  "elegant."  We've  modelled  o 
upon  corporate  boardrooms,  with  such 
touches  as  rich  mahogany  tables.  Work 
and  antiques.  Advanced  lighting  and  a< 

Likewise,  sophisticated  media  eqi 
is  today's  standard.  Again,  we've  raised 
standard.  Because  we  also  offer  a  full  p 
tion  staff  to  create  innovative  ways  for  y< 
share  your  ideas.  With  videos,  perhaps, 
computer  graphics. 

Others  seem  to  view  dining  as  me 
sustenance.  In  our  view,  dining  is  an  ex{ 
to  savor.  Hence  Four  Seasons'  renowne< 


;  sets  the  business  mind  free. 


it  we've  gone  even  further.  Recog- 
growing  preference  for  lighter, 
lining,  we  also  present  our  unique, 
ely  delicious,  Alternative  Cuisine, 
taxation,  you'll  have  an  entire  sports 
he  Four  Seasons  Fitness  Resort  and 
ir  disposal.  Including  a  TPC  golf 
vell-designed,  it  hosts  the  PGA 
son  Golf  Classic, 
"ue  relaxation  requires  an  extra 
ipering.  At  our  luxurious  spa,  you'll 
I  by  massages,  European  herbal 
Fah  baths,  and  much  more, 
lis,  however,  is  just  the  beginning  of 
:ements.  There  is  also  convenience. 


Chances  are,  you're  within  a  two  hour  flight  of 
Dallas.  Most  of  America  is.  And  Las  Colinas  is 
just  10  minutes  from  the  airport. 

We'd  like  to  send  you  a  video  that  tells 
you  much  more  about  the  Las  Colinas  Inn 
and  Conference  Center.  To  receive  vour  free 

J 

video,  return  the  attached  card  or  call 
1-800-852-5200,  ext.  20. 

You  surround  yourself  with  the  best  at  the 
office.  Isn't  it  logical  to  do  the  same  outside  of 
it,  too? 

Las  Colinas  Inn 
and  Conference  Center 

A  new  concept  from  Four  Seasons  Hotels* 


no  prospect  of  tips.  Unless  restaurants 
raise  wages  (and,  of  course,  prices), 
shortages  will  spread.  "With  tips,  you 
can  make  a  damned  good  wage,  a 
week's  wage  in  cash  every  night," 
says  Jeff  Prince,  a  spokesman  for  the 
association,  adding  that  serious  wait- 
ers and  waitresses  can  rise  to  manage- 
rial levels  in  their  late  20s.  To  pro- 
mote the  occupation,  the  association 
has  used  $500,000  in  seed  money 
from  Coca-Cola  to  organize  a  three- 
year  advertising  campaign  this  fall. 


Argument  in  algebra 

Joseph  Boyd,  chairman  of  Harris 
Corp.,  the  $2.3  billion  (sales)  elec- 
tronics and  communications  compa- 
ny, has  long  contended  that  forces 
beyond  management's  control  have 


U.S. 


Overseas  competitor  (A) 


P  = 


Wage  rate  per  hour  in  national  currency 

Productivity — units  per  hour  of  labor  for  total  industry 
(according  to  technology,  skill,  work  ethics,  manage- 
ment, structure  of  industry,  government  regulation] 

Marketing  factor — relative  marketing  strength  of  sup- 
plier in  target  market  (M  =  1  in  U.S.) 

Capital  related  costs  per  unit  in  national  currency 

Exchange  rate  in  units  of  currency  per  dollar 


put  American  firms  at  a  dangerous 
competitive  disadvantage  with  over- 
seas rivals.  Except  for  productivity 
("the  key  factor  over  which  we  have 
unilateral  control"),  much  of  the  im- 
balance, he  says,  depends  on  wages, 
exchange  rates,  capital  costs,  market- 
ing policies  and  practices — all  depen- 
dent on  legislation,  particularly  tax 
changes.  So  the  onetime  engineering 
professor  has  written  his  argument  for 
legislators  in  algebra.  Boyd's  "interna- 
tional competitive  equation"  (above) 
is  intended  to  show  how  changing  one 
factor  or  another  can  bring  the  equa- 
tion— and  the  competition — into  bal- 
ance. Thus,  he  explains,  to  reach  pari- 
ty, the  U.S.  electronics  industry  could 
reduce  its  hourly  wage  to  $8.50  or  the 
Japanese  could  raise  theirs  to  $13.80. 
Similarly,  we  could  strike  a  balance  by 
raising  U.S.  productivity  rates  by  50% . 
Boyd  grants  that  the  parameters  will 
vary  from  one  industry  to  another  and 
that  more  research  is  needed  to  make 
the  factors  more  exact.  He  set  wage 
costs,  for  example,  at  three  times  per- 
item  capital  costs,  but  he  is  open  to 
discussion  on  the  point.  Too  many 
debates  on  trade,  he  says,  concentrate 
on  a  single  factor.  A  balance  is  needed, 
"and  that's  what  an  equation  is." 
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The  hirers  and  firers 

Wp  ersonnel  departments,  once  rela- 
JL  tively  faceless  on  the  corporate 
scene,  now  play  an  increasingly  major 
role,  says  a  study  by  the  Conference 
Board,  the  New  York-based  business 
group.  Last  year,  despite  widespread 
cutbacks  in  work  forces,  nearly  600  of 
the  country's  largest  companies  had 
an  estimated  7  "human  resource" 
staff  members  per  1,000  employees, 
the  same  as  the  year  before,  it  says. 
(The  median  number  of  personnel 
employees  was  35.)  "Employment 
stability  in  personnel  appears  to  re- 
flect the  more  strategic  role  being  per- 
formed by  the  human  resource  func- 
tion as  companies  merge,  develop 
leaner  organizations  and  expand  their 
training  and  retraining  programs  in 
response  to  technological  change  and 
foreign  competition," 
says  Lawrence  Schein, 
survey  director.  "Many 
companies  hope  that  per- 
sonnel management  will 
provide  them  with  a 
strong  competitive  edge," 
he  says.  Also,  60%  of  re- 
spondents expect  merg- 
ers, acquisitions  or  dives- 
titures to  affect  their 
firms  in  the  next  three 
years;  more  than  half  ex- 
pect increased  use  of  per- 
sonnel department  troubleshooters  as 
a  result.  The  big  challenges,  though, 
are  to  keep  a  cap  on  health  care  costs 
and  to  increase  productivity. 


Quote,  unquote 

Donald  Kelly,  the  Chicago  entre- 
preneur who  now  heads  Beatrice 
Cos.,  commenting  on  what  the  cur- 
rent Wall  Street  scandal  over  use  of 
insider  information  will  do  to  the  bro- 
kerage and  investment  banking  busi- 
ness: "It's  regrettable.  .  .  .  But  if 
you've  got  a  bad  priest,  you  don't  burn 
down  tbe  church." 


Pipe  dreams  in  oil 

Where  will  the  volatile  price  of  oil 
finally  settle?  It  could  bubble  be- 
tween $10  a  barrel  (its  last  low)  and 
$23  for  the  next  year  or  so  but  should 
reach  $17  by  early  1987,  says  a  new 
analysis  by  the  Frost  &  Sullivan  Polit- 
ical Risk  Services  division.  Seven 
events  could  affect  the  price,  says  the 
study,  based  on  a  survey  of  a  ten- 
member  panel  of  oil  industry  and  fi- 
nancial experts  from  North  and  South 
America  and  Europe.  None  is  likely, 


but  rumors  about  them  will  keep  th 
price  fluctuating.  A  formal  OPE1 
agreement  on  production  quotas  is 
60%  possibility,  with  Saudi  Arabi 
the  top  producer,  rated  as  only  40' 
likely  to  throttle  back  its  production 
Effective  OPEC  quotas  by  early  nea 
year  rate  a  30%  chance.  Other  factor) 
Iraq  defeating  Iran  in  their  endless  w; 
(rated  a  25%  possibility);  Britain  a 
Norway  limiting  their  North  Sea  o| 
production  (20%);  the  U.S.  adopting 
substantial  import  tax  on  oil  (20% 
Iran  defeating  Iraq,  leading  to  a  pr 
Iranian  regime  in  Baghdad  (15%). 


Garages  with  glamour 

Disney  gave  us  theme  parks.  C 
cago  is  adding  theme  parkii 
The  Windy  City's  Standard  Parkin 
Corp.  has  built  two  there,  complei 
witb  music,  wall  posters,  Italian  m 
ble  lobbies  and  Japanese  tiled  elevi 
tors — and  is  building  two  more.  "I'' 
been  in  this  business  23  years,  listei 
ing  to  people  say,  'I  hate  garages,' 
says  Myron  Warshauer,  Standan 
president.  "It's  annoying  as  hell." 
Chicago  he  developed  a  "song  and 
ty"  garage  for  JMB  Realty  Corp. 
which  each  floor  represents  a  diffi 
ent  city.  If  you  can't  remember  whe 
you  parked,  he  figures,  the  voice 
Frank  Sinatra  singing  "New  Yor! 
New  York"  should  jog  your  memo: 
He  is  building  a  theater-theme  gara, 
with  a  "Sound  of  Music"  floor,  also 
Chicago.  Buildings  need  garages  \ 
lure  tenants,  and  the  first  thing  a  pro 
pect  sees  is  the  garage,  Warshauer  re 
sons.  The  cost?  Adding  ambience  tol 
Seattle  garage  cost  $100,000,  a  pi 
tance  for  a  $50  million  building. 


Chicago  '  'theme ' '  garage 
Parking  to  music. 
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THIS  COULD  BE  THE 
IOST  COMPREHENSIVE 
OADSIDE  ASSISTANCE 
PLAN  EVER  DEVISED. 


iginning  May  1st,  1986, 
)wner  of  every  1986 
o  will  be  covered  by  a 
plan  called  "On 


SM 


lis  program  is  free  of 
ge,  and  extends  for  a 
)d  of  three  years.  It 
les  1986  Volvo  owners  to  everything 
i  free  roadside  assistance  or  towing  to 
ibursement  for  food  and  lodging  if  an 


accident  or  mechanical  failure 
ever  hangs  them  up  overnight* 

With  a  car  as  reliable  as  a 
Volvo,  you  may  never  have 
to  find  out  how  good  these 
emergency  services  really  are. 

But  it's  nice  to  know 
they're  there. 
It's  also  nice  to  know  that  one  car  company 
realizes  that  its  responsibility  to  you  as  a  car 
owner  doesn't  end  when  you  walk  out  the  door. 


THIS  IS  WHY  YOU 
MAY  NEVER  NEED  IT. 


"VOIiVO 

A  car  company  you  can  believe  in. 


SM*'0n  Call"  is  a  service  mark  of  Volvo  Norlh  America  Corporation,  and  is  offered  in  cooperation  with  the  Amoco  Motor  Club.  '  Your  Volvo  dealer  can  tell  you 
about  the  many  other  valuable  features  of  the  "On  Call"  Plan,  as  well  as  any  restrictions  and  limitations  that  may  apply.  0  19X6  Volvo  North  America  Corporation 


Follow-Through 


Reverse  English 

With  Americans  losing  interest  in 
overseas  postings,  no  matter  how 
glamorous  (Forbes,  Feb.  10),  U.S. 
firms  are  turning  increasingly  to  us- 
ing foreigners  to  run  overseas  opera- 
tions. The  number  of  American  exec- 
utives working  abroad  declined  by 
10%  in  1984,  says  a  survey  by  the 
Organization  Resource  Counselors  in 
New  York  City.  The  expatriates'  prin- 
cipal fears  involved  losing  step  in  the 
promotion  parade  back  home  and  the 
prospect  of  problems  in  reentering  the 
country. 

Some  U.S.  firms,  particularly  those 
in  advertising,  high  technology  and 
consumer  goods,  have  long  relied  on 
local  nationals  to  manage  their  over- 
seas operations.  This  is  already  the 
rule  for  Procter  &  Gamble,  IBM  and 
H.J.  Heinz  (whose  president,  Anthony 
O'Reilly,  is  himself  Irish).  Others  are 
catching  on. 

Bankers  Trust  Co.  used  to  pay  little 
more  than  lip  service  to  the  idea  of 
foreign  managers  in  overseas  posts, 
but  their  ranks  have  risen  more  than 
15%  in  the  last  five  years.  Exxon  is 
also  using  foreign  executives  whenev- 
er possible.  At  Intel,  the  $1.4  billion 
computer  chip  and  systems  company, 
Bernard  Giroud,  a  Frenchman,  heads 
European  operations,  and  Malaysian 
P.L.  Lai  runs  the  office  in  his  country. 
"Since  we  have  been  relying  on  for- 
eign nationals,  we  have  been  reward- 
ed by  the  performance  of  the  local 
talent,"  says  Richard  Ward,  Intel's 
head  of  international  recruiting. 

The  savings  can  be  huge.  The  true 
cost  of  a  $100,000-a-year  executive 
can  be  $250,000  a  year  when  cost-of- 
living,  school  and  housing  subsidies, 
and  tax  equalization  are  factored  in, 
and  employers  can  count  on  only  one 
active  year  out  of  the  typical  three- 
year  overseas  stint,  says  Arthur  Bier- 
wirth,  a  partner  at  Towers,  Perrin, 
Forster  &.  Crosby,  the  New  York  City 
consultants.  The  first  year,  he  says,  is 
one  of  confusion,  the  last  a  time  of 
worry  about  the  next  assignment. 

As  the  need  for  more  overseas  man- 
agers expands,  U.S.  firms  are  training 
more  of  them  in  the  U.S. — 62,000  last 
year,  up  from  27,700  in  1979.  (The 
cost  is  roughly  half  that  of  shipping 
U.S.  executives  overseas.)  Of  course, 
there  are  problems.  Foreign  managers 
don't  always  understand  the  ground 
rules  of  U.S.  business  at  first.  Even 


speaking  a  common  language  doesn't 
guarantee  a  grasp  of  the  nuances. 

What  about  the  reverse  flow?  So  far, 
only  a  handful  of  foreigners  have  suc- 
cessfully made  it  from  international 
subsidiaries  into  senior  roles  in  the 
U.S.  (Heinz'  O'Reilly  is  one  big  excep- 
tion; Michel  Bergerac,  former  chair- 
man of  Revlon,  another.)  But  it  is  hap- 
pening. Jean-Louis  Gassee,  formerly 
head  of  Apple  Computer's  French 
subsidiary,  now  heads  its  corporate 
product  development  at  headquarters 
in  California.  Top  performers  over- 
seas, like  their  American  counter- 
parts, know  real  career  growth  will  be 
at  the  home  base  and  they  will  in- 
creasingly want  to  make  that  move. 

Parlez-vous  anglais? 


An  empire  strikes  out 

Eight  years  ago  Chicago's  Gouletas 
family  built  the  nation's  largest 
condominium-conversion  empire. 
Nicholas,  sister  Evangeline  (who  later 
married  Hugh  Carey,  former  governor 
of  New  York)  and  brother  Victor  (who 
shortened  his  name  to  Goulet)  bought 
79  apartment  buildings  in  33  cities 
and  converted  70  of  them  to  condo- 
miniums, selling  more  than  18,000 
apartments  for  $660  million.  But  the 
Gouletases,  known  for  their  sassy, 
high-pressure  style,  began  having 
trouble  in  1981.  When  the  condo  mar- 
ket crashed,  they  were  unable  to  pay 
off  an  estimated  $500  million  owed  to 
major  banks,  including  Continental 
Illinois,  Chemical,  Chase  Manhattan 
and  Bank  of  America.  Still,  it  was 
thought  the  family  would  probably 
hold  on  to  its  shaky  empire  (Forbes, 
Dec.  7,  1981). 


Victor,  Evangeline  and  Nicholas  Gouletas 
Down,  but  Jar  from  out. 


It  was  not  to  be.  The  Gouletas 
have  since  been  forced  to  sell  or  s 
render  most  of  their  real  estate.  N 
Continental  urgently  wants  out  of 
partnership  on  the  family's  "cro 
jewel,"  Lake  Point  Tower  in  Chica 
sometimes  billed  as  the  world's  ta 
est  apartment  building.  The  Goul 
tases'  company,  American  Invsco,  h| 
been  in  default  on  Lake  Point  sin 
June  1984,  and  a  U.S.  District  Coi 
judge  has  cleared  the  way  for  Con 
nental  to  take  possession  for  nonpa 
ment  of  more  than  $130  million 
debt.  The  verdict  came,  ironically, 
a  result  of  a  lawsuit  the  Gouletas 
filed  against  the  bank,  charging  it  h 
wrongfully  rejected  a  buyer.  The  bu 
er  was  Allen  J.  Tessler,  a  New  Yo 
attorney  who  had  been  an  officer  ai 
director  of  several  Gouletas  comj 
nies.  But  Continental  wanted  a  "< 
vorce,"  court  records  show,  and  t 
judge  agreed  that  Nicholas  Goulet 
deliberately  misled  the  bank  aba 
the  prospective  buyer.  The  Goul 
tases  are  now  appealing. 

Though  in  danger  of  losing  a  prirj 
piece  of  their  empire,  the  Gouletas 
will  not  starve.  The  family's  maj 
assets — at  least  $120  million  worth 
include  24.9%  in  Imperial  Corp. ! 
America,  a  San  Diego-based  Si) 
holding  company,  and  wholly  owni 
Electronic  Realty  Associates,  the  n 
tion's  second-largest  real  estate  hi 
kerage  franchise  system.  Those  a 
owned  by  Tamco  Holding  Co.,  a  Nfi 
York  City-based  real  estate  concej 
headed  by  Victor  Goulet,  a  compai 
designed  so  that  Invsco's  creditc 
can't  get  at  it.  And  along  with  Tame 
the  Gouletases  still  hold  three  maj 
real  estate  properties  besides  Laj 
Point  Tower. 

\p  w  ide  win-id  ml 
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538,  when  a  Martian  invasion  threatened  the  world,  Allendale 
had  been  insuring  planet  Earth  for  103  years. 


iat  uncertain  October  evening  back  in  '38  when 
/dies'  incredible  broadcast  proved  the  power  of  radio, 
le  had  been  a  credible  property  insurer  for  103  years. 
j  at  Allendale,  we  continue  to  shape  the  history  of 
trol  with  engineering,  training,  research  and  testing, 
veness  and  fairness  in  the  way  we  do  business, 
ughout  the  years  we've  been  more  than  an  ordinary 


insurance  company.  Commitment  to  our  insureds  goes  well 
beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  RO.  Box  7500, 
Johnston,  Rhode  Island  02919. 

Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


Readers  Say 


An  Advertising  Service 
That's  Special 


CORPORATE  REPORT 


Special  because  publicly-held  cor- 
porations can  reach  America's  most  im- 
portant investors  by  using  Corporate 
Report  Updates  in  Forbes. 
Appearing  once  each  month.  Cor- 
porate Report  Updates  enables  compa- 
nies to  announce  important  develop- 
ments to  the  astute  investors  who  read 
Forbes.  Moreover,  for  added  impact, 
this  Forbes  advertising  service  is  posi- 
tioned in  the  popular  "Money  and  In- 
vestments" section  of  the  magazine. 
Forbes  has  720,000  subscribers 
and  a  total  readership  of  over  two  and  a 
half  million.  88%  of  Forbes'  subscrib- 
ers own  corporate  stock,  with  average 
holdings  exceeding  $551,000.  Over 
half  are  involved  with  helping  others 
make  investment  decisions. 
Forbes  gets  results.  For  more  infor- 
mation call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York.  NY  10011 

Phone:  (212)  620-2371 
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His  time  will  come 

Sir:  In  all' fairness  to  Forbes  readers,  I 
think  it  would  be  nice  if  you  would 
give  up  one  of  the  three  pages  you 
usurp  and  let  Steve  have  two  pages  for 
his  superior  Fact  and  Comment  II. 
— John  C.  Stewart 
Sonoma,  Calif 

Some  day  Steve'll  have  all  my  pages, 
hut  not  too  soon — /  hope.' — MSF 


Gallic  gall 

Sir:  You  are  off  base  with  your  de- 
fense of  our  European  "allies"  (Fact 
and  Comment  II,  May  19).  The  French 
forced  American  pilots  to  make  a  gru- 
eling 2,800-mile  flight  to  avoid 
French  airspace.  I  was  a  pilot  in  WW 
II,  and  I  don't  recall  any  objection  to 
such  "violation"  when  we  attacked 
their  enemies. 
—J.O.  Fletcher 
Williamsville,  N  Y. 


State  solution 

Sir:  Your  article  addressing  U.S. -Japa- 
nese relations  (May  5)  presented 
America  with  a  choice  between  ad- 
verse Japanese  capital  flows  (interest- 
rate  dependent)  and  a  high  yen  (trade- 
deficit  and  unemployment  genera- 
tors). A  possible  solution:  inclusion  of 
Japan  in  the  U.S.  as  the  51st  state. 
— Sam  Holla 
San  Jose,  Calif. 


Obscure  acronym 

Sir:  "Just  how  hot  are  the  IPOs?  "Wen1 
19).  Why  use  initials  instead  of  titles? 
The  meaning  of  IPO  is  arcane,  esoter- 
ic. Nowhere  in  the  article  nor  in  the 
table  of  contents  could  I  find  a  mean- 
ing given  for  IPO. 
— -James  Gortnly 
Fort  Lauderdale,  Fla. 

Good  point — the  answer  is  initial  pub 
lie  offering — Ed. 


Steaming  off 

Sir:  Re  "Sometimes  Actors  Are  Flaky 
But"  (Fact  and  Comment,  May  5).  I'm 
really  not  a  fan  of  Sean  Penn,  but  I  can 
understand  why  he  sounded  off  "so 
sickeningly." 


Don't  we  all  sound  off  at  times, 
usually  directing  our  frustrations  at 
others  about  the  boss,  political  fig- 
ures, etc.  With  such  remarks  as  "I'd 
like  to  shoot  that  s.o.b."  or  "Someone 
ought  to  blow  him  away,"  etc.,  not 
meaning  to  do  so,  but  as  an  emotional 
outlet  to  blow  off  steam? 
—William  D.  Whitlow 
Phoenix,  Ariz. 


.... 

It  or 


Likes  to  blow  off  steam: 


Don't  blame  me 

Sir:  I  take  grave  exception  to  the 
opening  two  references  of  "A  mis- 
guided investment"  (May  5).  which 
clearly  imply  that  I  was  personally 
responsible  for  the  original  purchase 
of  Crocker. 

I  was  not  the  group  chief  executive 
of  Midland  Bank  at  that  time;  the 
decision  was  in  any  case  a  collective 
and  not  a  personal  one. 
—G.W.  Taylor 
Group  Chief  Fxecutii  v. 
Midland  Bank  pic 
London,  England 
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Serious  fund 

Sir:  We  think  it  unfortunate  that 
Forbes  suggests  mutual  fund  buyers 
are  naive  ("Zero  plus  one  isn't  two," 
May  19).  We  designed  Double  Play 
Trust  as  a  serious  opportunity  for  con- 
servative, thoughtful  investors  who 
want  the  potential  of  a  greater  return 
on  their  investment  than  is  obtain- 
able in  the  fixed  income  sector,  while 
avoiding  the  risk  of  moving  entirely 
into  an  equity  fund.  We  feel  we  have 
accomplished  this  for  those  who  do 
not  wish  to  put  together  their  own 
portfolio. 

Short  of  a  national  or  world  catas- 
trophe, Double  Play  Trust  investors 
will  have  both  their  $10,000  mvest- 
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t,  plus  the  value  of  Summit  Fund 
es  (average  annual  return  20%  for 
/ears)  at  the  maturity  of  the  trust, 
not,  as  your  article  implied,  only 
ariginal  $10,000  at  1996  value. 
bert  J.  Butler 
>r  Vice  President, 
ler  Financial  Services,  Inc. 
igo,  III. 


I  cellent  question 

Re  "Fun  and  games  with  chicken 
'  (May  5).  Your  article  raises  the 
lg  question,  "Which  came  first — 
hicken  or  the  'regg'?"  What  fowl- 
led  fiend  hatched  this  scheme? 
'.rid  Batson 
Worth,  Tex. 


sre's  the  fat? 

Re  your  article  "Steakhouse 
is  Chicken"  (May  5).  Even  one 
ng  of  salad  dressing  contains  as 
ti  or  more  fat  than  there  is  in  a 
on  of  beef. 
ur  H.  Roth  Jr. 
andy,  Mont. 


j  golden 

Potential  early  retirees  ("Gold 

h,  "  May  5)  should  take  a  lesson 
the  pioneers  of  this  movement — 
:  who  made  the  early  retirement 
ion  in  the  1970s.  Many  of  them 
ot  live  on  their  income.  A  person 
retired  in  1970  at  age  55  with  a 
retirement  annuity  has  seen  his 
ity  purchasing  power  erode  by 
This  same  person,  now  71,  has  a 
xpectancy  of  12  more  years. 
>5-year-old  will  have  to  fund  his 
:ment  over  an  average  retirement 
pan  of  23  years. 

;n  assuming  a  modest  rate  of  in- 
>n,  those  whose  retirement  annu- 
are  fixed  will  experience  consid- 
e  erosion  in  purchasing  power. 
'athan  D.  Pond 
<ridge,  Mass. 

four  article  places  too  much  em- 
s  on  finances,  but  not  enough  on 
ther  benefits  of  early  retirement, 
etirement  has  given  me  some- 
i  I  never  knew  before:  freedom 
a  fixed  schedule,  so  that  I  now 
mjoy  that  most  precious  com- 
ty — time. 

'  advice:  Take  the  money  and 
,  don't  run. 

rt  II.  Masterson 

i,  Ohio 
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james  Burrough.  or  London,  long 
renowned  ror  Beefeater3  Gin.,  now 
brings  the  same  smoothness  and 
delicacy  to  imported  vodka. 


Pan  Am  Presents  ! 
A  Richer  Experience 


Bisi&aipiwi 

Class 
Terminal 


Your  Own  Private  Terminal  in  New  York. 

Pan  Am's  new  First  &  Clipper  Class  Terminal  at  JFK  will 
offer  you  a  level  of  comfort  and  service  more 
reminiscent  of  a  fine  European  hotel  than  an  airport. 

Here,  instead  of  standing  in  long  lines,  you'll 
relax  in  a  big,  comfortable  chair,  while  we  take  care  of 
all  your  travel  needs— everything  from  checking  in  to 
reserving  rental  cars  and  hotel  rooms. 

More  Luxury  Than  Ever  In 
First  Class. 

Over  the  next  few  months,  we'll  also 
be  renewing  the  First  Class  sections  on  all 
our  747s.  With  bright  new  interiors.  Elegant 
new  china  and  silverware.  Innovative  new  menus. v  • 
And  new  leather-and-sheepskin  Sleeperette*  Seats  so  supple 
and  soft,  they  literally  mold  themselves  to  your  body. 

More  Comfort  Than  Ever  In  Clipper  Class. 

Our  Clipper  "  Class,  too,  will  be  made  better  in  virtually 
every  way.  With  beautiful  new  cabins 
Delicious  new  cuisine. 


And  big,  handsome  new  tweed  seats 
arranged  six-across  to  give  you  more 
room  to  work  or  relax. 

Pan  Am  WorldPass*  Teams  Up  | 
With  American's 
j^dvantage*  Program. 

Now,  if  vou're  a  member  of  Americl 
Airlines  AAd vantage  program,  yoi| 
can  earn  credit  for  every  mile  you 
on  Pan  Am,  simply  by  presentingl 
your  AAdvantage  number  at  check- 
So  fly  with  us  soon— to  Europe,  Soutj 
America,  Asia,  Africa  or  across  the  U.S. 
And  get  the  treatment  you  so  richly  deserve. 

PanAm.Ybu  Can't  BeatThe  Experienc| 

A*Advantage*  is  a  registered  service  mark  of  American  Airlines,  Inc. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHY  CONGRESS  WON'T  DEAL  WITH 

pallingly  plain.  One  hundred  and  ninety-one  members 
e  House  and  62  members  of  the  Senate  are  lawyers, 
id  it's  their  legal  brethren  who  profit  by  ambulance 
ing,  by  legal  shakedown  lawsuits.  So  long  as  lawyers 
inate  both  houses  of  Congress,  you  can  be  dead  sure 
3ur  country  won't  do  as  the  British  have  always  done — 
lw  contingency  fees,  by  which  lawyers  get  a  big  hunk 
y  award  they  win  for  clients  they  often  stir  up  to  sue. 
:sident  Reagan's  proposed  legislation  to  put  a  cap  on 
tive  damage  awards  and  on  liability  "pain  and  suffer- 
awards  is  virtually  stillborn,  too,  for  the  same  rea- 


LIABILITY  INSURANCE  INSANITY 

son — the  vast  number  of  lawyers  in  Congress. 

Most  of  the  American  public  is  increasingly  outraged  by 
the  widening  unavailability  of  liability  insurance  at  any 
cost  or  only  at  geometrically  jumping  high  cost.  There's 
only  one  way,  though,  that  present  tort  craziness  will  be 
lessened — 

In  primary  and  general  elections  when  candidates  are 
vying  for  your  vote,  ask  them  if  they  are  willing  to  cap  or 
curb  the  amount  of  loot  that  can  be  extorted  in  the  liability 
suits.  Be  sure,  if  the  candidate's  a  lawyer,  that  the  answer 
isn't  double-talk. 


WHAT'S  TO  DEBATE  ABOUT  AIDING  NICARAGUA'S  CONTRAS 


r  reasoning  people  it's  very  difficult  to  understand 
a  ratiotjal  case  can  be  made  against  U.S.  aid  to  the 
s  fighting  against  Nicaragua's  wayLeft  dictatorship, 
ly  on  earth  do  you  suppose  Iran  and  Libya  have  given 
government  three  times  the  amount 
i  that  we  have  given  to  the  Contras 
le  last  two  years?  In  the  past  five 
>,  the  Soviets  and  their  minions  have 
1  half  a  billion  in  military  aid  to  the 
inistas. 

t  President  Reagan  is  having  a  terri- 
ime  trying  to  persuade  Congress  to 
ide  $100  million  to  help  the  rebels. 
Richard  Nixon  pointed  out  rccent- 
i  his  soberly  brilliant  analysis  to  the  American 
spaper  Publishers  Association,  "We  must  not  make 
nistake  we  made  at  the  Bay  of  Pigs  25  years  ago — to 
ide  enough  aid  to  be  blamed  for  intervening,  but  not 
gh  to  succeed. 

licaragua  is  more  important  to  the  United  States 
egically  than  the  Philippines.  It  would  provide  the 
Soviet  base  on  the  Latin  American  mainland.  But 
more  dangerous  strategically  is  the  threat  an  avowcd- 


AI"W  idc  W  orld  Photo 


ly  expansionist  Nicaragua  would  pose  to  its  Central  Amer- 
ican neighbors — not  of  conventional  aggression  across  bor- 
ders but  going  under  borders  with  subversion.  Panama 
would  be  an  obvious  target;  but  there  would  be  potentially 
a  much  more  dangerous  target. 

"Mexico  is  a  country  waiting  for  a 
revolution. 

"If  we  conquer  Nicaragua,  what  do  we 
do  with  it?  An  American-imposed  re- 
gime could  become  as  unpopular  in  Latin 
America  as  a  communist  regime.  The 
only  viable  policy  is  to  provide  for  Nica- 
raguans  willing  to  risk  their  lives  for 
their  country  the  means  to  force  the 
communist  government  to  negotiate  with  the  opposition 
and  to  implement  the  very  reasonable  proposals  of  the 
Contadora  nations." 
Amen,  we  say. 

Unless  you're  irrationally  overwrought,  Mr.  Nixon's 
cogent  logic  makes  a  compelling  case.  Read  it*  and  help 
move  the  shaky  ones  on  Capitol  Hill. 

'Copies  may  be  obtained  at  the  Office  of  Richard  Nixon,  Miss  Dolores  Dynes,  26 
Federal  Plaza,  Suite  1309,  New  York.  N  Y.  10278. 
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SNAKES  DON'T  STRIKE  US  AS  THE  WAY  TO  SELL 


WE  MEASURE  GAS  FLOW 

IN  THE  MOST  HOSTILE  ENVIRONMENTS 

SO  YOU  WON'T  HAVE  TO. 


but  what  could  better 
make  the  purpose  of  a 
technical  product  more  in- 
stantly powerful?  Between 
the  caption  and  those 
fangs,  anyone  involved  in 
that  purchasing  decision  is 
instant  prey. 

On  the  other  hand,  have 
you  ever  seen  a  more  ab- 
surd use  of  a  snake  than 
this  Adam  and  evil  shoe  ad? 


ADAM  WOULD  HAV£FJ«DVEDntFf.a 
OF  CV;  <i  O^rneliD  SOfcS 


Q?ia  Q?cnetit> 
frw  itohan  Foalwaar  at  Dhanrt  Akm 


3VH2  BandAAwKDU 


WE'RE  REALLY  TURNED  ON  ABOUT  HAVING  "AMERICAN  HERITAGE" 


as  the  newest  division  of  Forbes.  History,  especially 
American  history,  has  absorbed  our  family  almost  as  long 
as  I  can  remember. 

Interestingly,  our  relationship  to  American  Heritage  mag- 
azine precedes  its  birth  in  1954.  A  couple  of  years  after 
coming  to  work  here  at  the  end  of  World  War  II,  I  persuad- 
ed my  father  to  have  Forbes  launch  a  unique  new  maga- 
zine— Nation's  Heritage  It  was  sizable,  profusely  illustrat- 
ed, advertisingless  and  the  first  magazine 
bookbound.  Its  purpose  I  explained  in  the 
first  issue: 

"Nation's  Heritage  has  a  single,  simple 
purpose:  To  convey  in  a  dramatic,  graph- 
ic way  a  wider  knowledge  of  all  the  ele- 
ments which  have  made  and  make  our 
nation,  to  give  a  picture  of  the  heritage 
that  belongs  to  all  Americans  in  a  man- 
ner that  will  have  the  greatest  appeal  to 
most  Americans.  Heritage  will  not  edito- 
rialize, preach,  or  point  the  way. 

"This  publication  is  born  of  the  belief 
that  a  greater  understanding  of  all  that 
forms  our  heritage — the  good  and  the  bad — is  still  the  most 
powerful,  dynamic  bulwark  for  what  is  commonly  called 
"the  American  Way  of  Life." 

At  that  point,  nearly  four  decades  ago,  Forbes  had  no- 
where near  the  financial  muscle  we're  blessed  with  today. 
By  the  time  the  third  of  our  six-times-a-year  magazine 
appeared,  I  told  my  father  it  was  clear  that  we  weren't 
going  to  sell  enough  of  our  $150-a-year  subscriptions  (that 
was  the  equivalent  of  $650  today)  to  make  it.  I  suggested 
we  end  the  effort. 

"You  contracted  with  the  subscribers  for  six  issues,  and 
we'll  put  out  six  issues,"  he  replied. 

And  we  did. 

Five  years  after  Nation's  Heritage  ceased,  the  progenitors 
of  American  Heritage  came  to  call.  They  wanted  to  ensure 
that  we  wouldn't  take  legal  umbrage  at  the  similarity  of 


name,  subject,  binding  et  al.,  and  offered  us  $1,000  foi 
quitclaim.  As  good  Scotsmen,  we  delightedly  accept 
this  unexpected  Grand. 

Actually,  of  course  the  contents  of  American  Herita 
were  quite  different.  For  Nation's  Heritage,  lllustratio 
were  virtually  the  whole  thing.  In  American  llerita 
from  its  beginning  the  articles  have  been  written  by 
most  eminent  historians.  Ever  since,  superbly  editfl 
fascinating  facets,  footnotes  and  mi 
stones  of  our  country's  heritage  ha 
come  sparklingly,  engrossingly  alive 
American  Heritage. 

Virtually  from  birth,  that  magazi 
was  successful.  This  charter  subscrih 
has  saved  every  volume.  I  was — liter; 
ly — jealous  when  McGraw-Hill  boug 
this  thriving  company  in  1969.  After 
years,  the  company  changed  hands  agai 
And,  now,  again. 

Editorially  and  graphically,  Ameria 
Heritage  from  day  one  has  been  awai 
winningly  first-rate.  Its  biggest  lack 
seems  to  us,  is  awareness  of  it  by  tens  of  thousands 
Americans  who  would  love  and  want  American  Herita^ 
if  and  when  exposed  to  it. 
So,  we're  turned  on  by  this  acquisition. 
These  days,  Americans  are  experiencing  a  surgu 
renewal  of  pride  in  our  country  and  what  it  stands 
It's  not  jingoism.  It's  not  shallow,  selfish,  exploiti 
flagwaving.  It's  consciousness  that  the  United  States 
unusual  in  the  depth,  breadth  and  devotion  to 
concept  that  government  really  is  "of  the  people,  by  tl 
people  and  for  the  people." 

We're  aware  as  never  before  that  freedom  in  the  wor 
is  almost  totally  dependent  on  America's  strength. 

So  we  can  know  why  and  where  we're  at,  so  we  can  sen 
where  we're  going,  American  Heritage  will  continue  exci 
ingly,  uniquely  to  show  and  tell  where  we're  coming  fror 
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WHEN  TALKING  WITH  THE  WORLD  BANK'S  NEW  PRESIDENT 

I  was  suddenly  struck  with 
the  fact  of  how  similar  in  ap- 
pearance Barber  Conable  is 
ato  the  man  he's  succeeding, 
J  Tom  Clausen. 
|    So  long  as  they  just  look 
I  alike  and  don't  act  alike,  the 
%  world  and  the  World  Bank 
lean  overlook  their  startling 
Barber  Conable  likeness.  a.W.  Clausen 


#1 


THE  PRICE  OF  KNOWING  THE  PRICE  OF  PRUNE  JUICE 


romedia's  John  Kluge  (71),  who's  piled  up  2  or  3 
l  bucks  selling  off  hunks  of  the  extraordinary  empire 
It,  hasn't  slowed  down  a  bit.  He's  brilliantly,  excit- 
aff  in  entirely  new  directions. 

or  retirement,  that's  the  furthest  thought  from  his 
mind.  Said  John,  "I  agree  with  Victor  Potamkin  [74], 


who  observed  that  he  had  no  intention  of  settling  down 
'where  the  guy  in  the  next  wheelchair  would  be  asking, 
"Did  you  know  that  the  price  of  prune  juice  went  up 
yesterday?"  '  " 

As  we  are  adding  to  The  Sayings  of  Chairman  Malcolm, 
retirement  kills  more  people  than  hard  work  ever  did. 


A  LOVELY  SOUTHERN  LADY  TOLD  OF  THE  TIME 

she  asked  for  a  cup  of  decaffeinated  coffee. 
"Oh,"  said  the  waitress,  "you  mean  the  unleaded." 


YOU'VE  GOT  TO  WISH 

before  you  can  make  it  so. 


YOU'VE  GOT  TO  GET 

before  you  can  give. 


nrrn 


llj\ 

Ml K 

mm. 


I'll  Take  Manhattan— by 

Krantz  (Crown  Publishers,  $18.95). 
The  game  of  fitting  names  to  the 
glitzy  characters  in  this  sexy  novel 
about  the  glossy  fashion-magazine 
world  has  insured  it  bestsellerdom. 
There  were  so  many  cliches  on  the 
very  first  page  that  I  nearly  gave  up — 
ie  pages  quickly  steamed  up.  Recognizable  bits  and 
i  of  known  eminences  of  this  publishing  genre  crop 
it  no  characters  are  really  any  of  the  real  characters. 

pt:  [Movie  star]  India  West  threaded  her  way  along 
ith  of  her  back  garden.  Suddenly  the  network  of 
ground  sprinklers  everywhere  sprang  to  life  with  an 
ms  series  of  thuds.  They  were  only  supposed  to  work 
I  the  night.  As  she  stood  there,  three  enormous 
an  shepherds,  barking  wildly,  sprang  out  of  the 
ferns,  almost  knocking  her  over.  The  huge  beasts 
ed  her  but  a  consultation  with  the  Beverly  Hills 
'.  had  convinced  her  business  manager  and  her  agent 
he  had  to  have  them. 

scles  aquiver,  India  continued  dripping  her  way 
d  the  pool,  hair  drenched,  robe  soaking,  slobbering 
ogs  stepping  on  her  feet  and  licking  her  hands  in  what 
iped  was  affection.  Oh  God.  Had  they  been  fedl 
finally  fought  her  way  out  of  the  rain  forest  and 
zd  with  a  cry  of  disbelief  and  outrage.  The  water  of 


BOOKS 

Judith  the  pool  had  turned  overnight  into  a  vile  shade  of  murky 
green.  Killer  dogs,  killer  sprinklers  and  now  killer  algae.  It 
was  too  much.  "Human  beings  were  not  meant  to  live  in 
Beverly  Hills,"  India  groaned. 


China  Unknown  —  (Times 
Books,  $24.95).  Since  Nixon  re- 
opened China  to  the  U.S.,  there 
has  been  an  increasing  number 
of  sumptuous  volumes  capturing 
the  varied  faces  of  this  vast  land 
and  its  multitudinous  people. 
This    one,    covering    the  less 


known,  depicts  far  less  than  you  want  to  see  of  China. 

•  London  in  the  Thirties — 

by  Bill  Brandt  (Pantheon 
Books,  $22.95).  Given  the 
town  and  the  times,  one 
could  reasonably  have  ex- 
pected a  far,  far  better  assort- 
ment of  pictures.  Seldom 
will  you  see  technically 
worse  photographic  repro- 
ductions than  these. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Down  in  Houston 

Once  upon  a  time  the  good  people 
of  Houston  believed  that  their  city 
would  prosper  from  here  to  eternity. 
But,  thanks  to  the  oil  glut,  Houston's 
fabled  boom  has  gone  bust.  Not  every- 
one in  the  golden  buckle  of  the  Sun- 
belt has  turned  to  dust,  but  even  the 
rich  of  River  Oaks  are  cutting  back  in 
significant,  and  subtle,  ways. 

One  young  blonde-about-town,  ac- 
customed to  the  high  life  of  Houston's 
boom,  had  to  give  up  her  condo  and 
move  in  with  a  very  rich  but  not  very 
handsome  Arab  playboy  in  order  to 
hang  on  to  her  roadster. 

"I  think  that  Houston  is  going  to 
make  a  comeback,"  she  confided. 
"But  if  it  doesn't  happen  soon,  I'm 
going  to  get  in  my  Mercedes  and  go 
somewhere  else." 

— Harry  Hurt  III,  Vanity  Fair 

Bye  Bye  Blender 

How  great  American  corporations 
build  customer  loyalty:  I  broke  the 
plastic  mixing  cup  atop  my  Hamilton 
Beach  Scovill  7-speed  blender.  The 
bottom,  engine  and  all,  the  important 
stuff,  still  work  fine.  I  ordered  a  re- 
placement plastic  mixing  cup.  It  costs 
$27.  An  entire  new  blender,  same 
model,  costs  $26.95.  Bye-bye,  Hamil- 
ton Beach  Scovill. 

— James  Brady,  Advertising  Age 

Liability  Lunacy  VI 

The  Boy  Scouts  of  America  will  im- 
pose a  $20  fee  on  every  Boy  Scout  troop 
and  Cub  Scout  pack  in  the  country  to 
help  pay  liability  insurance  costs,  offi- 


cials of  the  organization  said  today. 

The  fee  is  the  first  of  its  kind  in  the 
Scouts'  76-year  history  and  reflects 
their  commitment,  in  the  words  of 
the  Boy  Scout  motto,  to  "be  prepared" 
for  the  liability  insurance  crisis,  the 
officials  said. 

The  $20  fee  will  be  imposed  on  each 
of  the  51,586  Cub  Scout  packs,  49,639 
Boy  Scout  troops  and  21,142  Explorer 
posts,  as  well  as  on  similar  units  like 
Varsity  Scout  teams,  the  officials  said. 
They  hope  to  raise  about  $2.5  million, 
or  one-fourth  of  the  total  liability  in- 
surance premium  for  the  year. 

— Robert  Pear,  New  York  Times 

Queen's  Lookalike 

The  queen  is  a  country  woman,  al- 
lowing for  the  fact  her  favorite  "coun- 
try" is  that  vast  acreage  surrounding 
Balmoral,  her  castle  in  the  highlands 
of  Scotland,  and  Sandringham,  her 
palace  in  windswept  Norfolk. 

She  likes  nothing  better  than  walk- 
ing through  wind  and  cold,  corgis  and 
Labradors  at  her  side.  Sometimes  she 
even  goes  into  Sandringham  village  to 
shop.  "Why,"  said  a  fellow  shopper 
one  day,  "you  look  just  like  the 
queen."  "How  very  reassuring,"  the 
queen  replied. 

— Wall  Street  Journal 

Gas  Service 

Regular  or  ethyl?  Check  under  that 
hood  for  you  tonight,  sir?  That  back 
left  looks  a  little  low,  better  give  it 
some  air.  Want  to  roll  up  that  side 
window  so  I  can  clean  it,  please?  Keep 
an  eye  on  that  radiator,  sir,  you're 


BUILD  A  BETTER 
MOUSETRAP  AND  THE 
WORLD  WILL  BEAT  A 
PATM  TO  YOUR  DOOR, 


MAR&UUES 

©fig6  homw  rosr 


running  a  little  hot.  You  folks  ne 
anything  else? 

They  checked  your  battery,  yd 
tires,  your  radiator,  your  oil.  Gave  y( 
free  maps,  trading  stamps,  precise ) 
rcctions,  a  clean  windshield.  Pi 
they  filled  your  gas  tank.  And, 
something  was  actually  wrong  wi 
your  car,  they  could  actually  fix  it. 

Looking  back,  you  wonder  why  x 
insisted  on  calling  them  gas  statiol 
and  never  understood  why  their  ow 
ers,  who  we  thought  were  just  putti] 
on  airs,  insisted  on  calling  them . 
service  stations. 

— Esqu 


Be  curious,  and  you 
will  never  grow  old. 
Be  curious,  and  you  will 
always  be  with  it. 

— Umberto  Nordio.  CE I 
Alitalia  Airiukj 


Easy  Writer 

When  Our  Environment  Can  ll 
Saved  [by  Nelson  Rockefeller]  wj| 
finished,  Hugh  Morrow  took  it  to  Nfi 
son.  Rockefeller,  then  caught  up 
his  reelection  campaign,  begged  oi| 
saying,  "Hugh,  I  just  don't  have  tlj 
time  to  read  it."  Thus  the  boo 
achieved  a  fairly  rare  distinction  eve 
for  a  ghosted  work — not  only  had 
not  been  written  by  the  putative  all 
thor,  it  had  never  been  read  by  him.| 
— The  Imperial  Rockefell\\ 
by  Joseph  E.  Persid 

Ouch! 

No  black  belts  will  be  awarded 
anybody  who  had  anything  to  do 
No  Retreat,  No  Surrender,  an  e> 
tion  of  thunks  and  kerplunks  for 
karate  set.  The  karate  blows  sou 
good  but  never  seem  to  make  conta 
But  then  nothing  else  makes  conta 
either.  The  advice  from  this  cor 
Retreat. 

—Walter  Goodman,  New  York  Tit 

In  Sweet  Liberty  there  are  scene 
that  are  so  embarrassing  I  wanted  t 
plug  my  ears  and  sing  "Yankee  Doo 
die  Dandy."  Why  does  Alan  Alda, 
nice  man  with  spic-and-span  politic: 
seem  like  such  a  lox  in  the  movies 
He  even  writes  like  a  human  sala 
bar — a  little  cynicism,  a  little  hop< 
some  satire  bibbed  with  humanism. 

Short  Circuit,  billed  as  this  year 
War  Games,  is  a  big  dog  that  lie, 
your  face  and  unloads  on  your  sho 
— David  Edelstein,  Voi 
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CONVENIENCE. 

Vista  International  Hotels  and  American  Express.  YouVe  got  our  worcT 

When  you're  on  the  road, you  want  everything  to  go  smoothly  Your  hosts  at  Vista  International 
>w  this.  And  they  know  how  to  make  your  stay  as  convenient  and  hassle-free  as  possible. 

The  convenience  of  Vista  International's  No  Stop  Check-Outr  Now  with  No  Stop 
ick-Out,  leaving  a  Vista  International  Hotel  is  as  pleasurable  as  staying  in  one. 

Upon  arrival,  simply  check  in  with  the  American  Express®  Card  and  tell  the  desk  clerk 
3n  you  expect  to  leave.  Then,  during  the  final  night  of  your  stay,  the  hotel  will  slip  your 
lerican  Express  Card  receipt  and  itemized  hotel  bill  under  your  door. 

In  the  morning,  drop  your  room  key  in  the  No  Stop  Check-Out  box  in  the  hotel  lobby,  and 
i're  off  and  running.  No  stopping  at  check-out  lines.  No  waiting  for  receipts  in  the  mail. 

For  reservations  call  your  travel  professional,  any  Vista  or  Hilton  International  Hotel  or 
on  Reservation  Service:  1-800-HILTONS. 

The  convenience  of  American  Express®  Card  Assured  Reservations.  When  you 
uest  an  American  Express  Card  Assured  Reservation,  your  room  will  be  there.  Until  check- 
time  the  next  day.  If  your  plans  change,  you  must  cancel  before  6  p.m.  hotel  time  (4  p.m. 
resorts)  or  you  will  be  billed  for  the  first  night.  Keep  your  cancellation  number  in  case  you 
id  to  refer  to  it.  And  if  you  don't  have  the  American  Express  Card,  call  1-800-THE-CARD. 

So  why  not  take  some  of  the  worry  and  wait  out  of  your  travels.  With  the  convenience  of 
erican  Express  Card  Assured  Reservations  and  Vista  International's  No  Stop  Check-Out. 

Convenience.  It's  what  you  expect  from  American  Express®  Lodging  Services  and  Vista 
imational  Hotels.  You've  got  our  word.  \  r  i  r^r  k 

VISTA 


find  Vista  International  Hotels  in:  Chicago  (The  Drake), 
Dlulu  (Kahala  Hilton),  Kansas  City,  New  York,  Oklahoma 
Pittsburgh  (opening  12/86)  and  Washington,  D.C. 

I  TRAVEL 
Ig  RELATED 

H  SERVICES  ©  1986  American  Express  Travel  Related  Services  Company.  Inc 


INTERNATIONAL  HOTELS 

OPERATED  BY  HILTON  INTERNATIONAL 


Don't  leave  home  without  itf 


A  well-known  New  York 
team  just  signed  up  two  gr e 
players  from  London. 


Chase  Manhattan,  a  giant 
in  the  field  of  global  banking, 
is  teaming  up  with  two  top 
stockbrokers  from  London: 
Laurie1  Milbank,  and  Simon  & 
Coates.  With  a  combination  of 
international  banking  exper- 
tise arid  newly  acquired  stock- 
broking  skills,  Chase  will  be 
meeting  the  challenge  of  the 
'Big  Bang'  with  a  winning  side. 

As  a  front  line  global  finan- 
cial institution,  heavily  repre- 


sented in  all  three  major  time 
zones,  Chase  can  promise  a 
'one  stop'  trading  facility. 

They're  active  in  all  the  im- 
portant areas:  Equities.  Euro- 
securities.  Foreign  Exchange. 
Corporate  Finance.  Fund  Man- 
agement. Futures  and  Options. 
Interest  Rates  and  Currency 
Swaps.  And  Gilts  and  Fixed 
Interest  Securities. 

They  will  also  offer  a  faster, 
more  responsive  service. 


Chase  is  well-known  for  j 
technological  leadership  i 
electronic  banking  and  cc 
puter  systems. 

So  by  all  means  play 
the  field,  but  you'll  be  hai 
pressed  to  find  a  match  fc 
Chase. 

THE  CHASE  PARTNER* 
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What's  Ahead  for  Business 


Edited  by  Howard  Banks 


THE  TRADE  IMBALANCE:  WORSE  NEWS  AHEAD 


Japan's  surplus, 
ilready  massive, 
is  still  growing 


Should  the 
dollar  decline 
further?  And 
will  it  do  so? 


ore  than  enough 
ain  to  go  around 


Boosted  by  lower  oil  costs,  Japan's  world  trade  surplus  could  hit 
an  amazing  $80  billion  this  year,  from  $46  billion  in  1985. 

Prime  Minister  Nakasone,  facing  national  elections  and  fighting  for 
his  political  life,  will  be  of  limited  help  to  the  U.S.  beyond  urging  the 
Japanese  people  to  buy  imports.  Reflating  to  spur  consumption  is 
resisted  by  Nakasone's  Liberal  Democrat  Party.  Meanwhile,  even  as 
they  moan  about  the  strengthening  yen,  Japanese  businessmen  invest 
to  become  even  more  efficient  exporters. 

Europe  is  being  hit  two  ways  by  fewer  export  orders:  from  the  U.S.,  as 
the  dollar  weakens,  and  from  OPEC  countries  with  less  to  spend.  The 
urge  rises  to  subsidize  and  protect. 

Inevitably,  U.S.  protectionism  is  rising,  too.  President  Reagan  says  he 
will  veto  the  House  trade  bill  (if  the  Senate  passes  it),  which  would 
sharply  limit  exports.  But  he  can't  hang  tough  totally.  Note  that  he  has 
agreed  to  limit  machine-tool  and  chip  imports. 

Here  are  two  views  on  possible  outcomes  of  these  trade  tensions. 

Some  Commerce  Department  economists  believe  that  the  dollar  will 
have  to  decline  further  than  the  30%  drop  since  early  1985. 

They  argue  that  most  U.S.  trade  is  with  countries  like  Canada  and 
Mexico,  whose  currencies  move  with  the  dollar,  and  with  less-devel- 
oped countries.  The  LDCs  must  export  or  they  will  default  on  their 
debt,  thereby  threatening  U.S.  banks.  Therefore,  Commerce  econo- 
mists argue,  Japan  and  Europe  will  bear  greater  strain. 

In  contrast  is  the  view  of  Roger  Brinner  of  DRI,  the  Lexington,  Mass.- 
based  economic  consulting  firm.  He  expects  a  "soft  landing"  from  the 
dollar's  decline.  He  predicts  that,  in  real  terms,  there  will  be  a  sizable 
upward  swing  in  U.S.  exports  and  a  slowing  down  of  nonoil  imports 
beginning  this  year.  This  should  offset  less  rapid  growth  in  domestic 
spending,  squeezed  by  Gramm-Rudman-Hollings. 

Brinner  expects  a  good  1987.  Rising  exports  should  ease  concerns 
about  losing  jobs  abroad,  and  lead  to  stable  manufacturing  output  and 
capacity  use  and  also  stable  inflation.  Rising  import  prices  will  be 
offset  by  a  lower  oil  bill. 

Whichever  view  holds,  solving  the  U.S.'  dilemma  over  the  trade 
deficit  also  requires  self-help — cutting  the  budget  deficit  leading  to 
lower  interest  rates  and  a  lower  dollar. 

But  it  will  also  mean  severe  disruption  for  Japan  and,  to  a  lesser  extent, 
for  West  Germany  and  the  rest  of  Europe.  That  is  the  price  for  keeping 
the  world's  economy  moving — a  burden  that  has  rested  solely  on  the 
U.S.'  shoulders  since  1981-82. 

The  U.S.  will  pay  a  price,  too.  Imports'  share  of  the  U.S.  economy  will 
continue  to  rise,  if  at  a  slower  pace.  This  implies,  among  other  things, 
heavy  pressure  to  hold  down  increases  in  real  wages  here. 
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A  well-known  New  York 
team  just  signed  up  twogre 

players  from  London. 


Chase  Manhattan,  a  giant 
in  the  field  of  global  banking, 
is  teaming  up  with  two  top 
stockbrokers  from  London: 
Laurie  Milbank,  and  Simon  & 
Coates.  With  a  combination  of 
international  banking  exper- 
tise and  newly  acquired  stock- 
broking  skills,  Chase  will  be 
meeting  the  challenge  of  the 
'Big  Bang'  with  a  winning  side. 

As  a  front  line  global  finan- 
cial institution,  heavily  repre- 


sented in  all  three  major  time 
zones,  Chase  can  promise  a 
'one  stop'  trading  facility. 

They're  active  in  all  the  im- 
portant areas:  Equities.  Euro- 
securities.  Foreign  Exchange. 
Corporate  Finance.  Fund  Man- 
agement. Futures  and  Options. 
Interest  Rates  and  Currency 
Swaps.  And  Gilts  and  Fixed 
Interest  Securities. 

They  will  also  offer  a  faster, 
more  responsive  service. 


Chase  is  well-known  for  I 
technological  leadership  i 
electronic  banking  and  cc 
puter  systems. 

So  by  all  means  play 
the  field,  but  you'll  be  hai 
pressed  to  find  a  match  fc 
Chase. 

THE  CHASE  PARTNERS  |fl 
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What's  Ahead  for  Business 


Edited  by  Howard  Banks 


THE  TRADE  IMBALANCE:  WORSE  NEWS  AHEAD 


Japan's  surplus, 
already  massive, 
is  still  growing 


Should  the 
dollar  decline 
further?  And 
will  it  do  so? 


[ore  than  enough 
ain  to  go  around 


Boosted  by  lower  oil  costs,  Japan's  world  trade  surplus  could  hit 
an  amazing  $80  billion  this  year,  from  $46  billion  in  1985. 

Prime  Minister  Nakasone,  facing  national  elections  and  fighting  for 
his  political  life,  will  be  of  limited  help  to  the  U.S.  beyond  urging  the 
Japanese  people  to  buy  imports.  Reflating  to  spur  consumption  is 
resisted  by  Nakasone's  Liberal  Democrat  Party.  Meanwhile,  even  as 
they  moan  about  the  strengthening  yen,  Japanese  busihessmen  invest 
to  become  even  more  efficient  exporters. 

Europe  is  being  hit  two  ways  by  fewer  export  orders:  from  the  U.S.,  as 
the  dollar  weakens,  and  from  OPEC  countries  with  less  to  spend.  The 
urge  rises  to  subsidize  and  protect. 

Inevitably,  U.S.  protectionism  is  rising,  too.  President  Reagan  says  he 
will  veto  the  House  trade  bill  (if  the  Senate  passes  it),  which  would 
sharply  limit  exports.  But  he  can't  hang  tough  totally.  Note  that  he  has 
agreed  to  limit  machine-tool  and  chip  imports. 

Here  are  two  views  on  possible  outcomes  of  these  trade  tensions. 
Some  Commerce  Department  economists  believe  that  the  dollar  will 
have  to  decline  further  than  the  30%  drop  since  early  1985. 
They  argue  that  most  U.S.  trade  is  with  countries  like  Canada  and 
Mexico,  whose  currencies  move  with  the  dollar,  and  with  less-devel- 
oped countries.  The  LDCs  must  export  or  they  will  default  on  their 
debt,  thereby  threatening  U.S.  banks.  Therefore,  Commerce  econo- 
mists argue,  Japan  and  Europe  will  bear  greater  strain. 

In  contrast  is  the  view  of  Roger  Brinner  of  DRI,  the  Lexington,  Mass.- 
based  economic  consulting  firm.  He  expects  a  "soft  landing"  from  the 
dollar's  decline.  He  predicts  that,  in  real  terms,  there  will  be  a  sizable 
upward  swing  in  U.S.  exports  and  a  slowing  down  of  nonoil  imports 
beginning  this  year.  This  should  offset  less  rapid  growth  in  domestic 
spending,  squeezed  by  Gramm-Rudman-Hollings. 

Brinner  expects  a  good  1987.  Rising  exports  should  ease  concerns 
about  losing  jobs  abroad,  and  lead  to  stable  manufacturing  output  and 
capacity  use  and  also  stable  inflation.  Rising  import  prices  will  be 
offset  by  a  lower  oil  bill. 

Whichever  view  holds,  solving  the  U.S.'  dilemma  over  the  trade 
deficit  also  requires  self-help — cutting  the  budget  deficit  leading  to 
lower  interest  rates  and  a  lower  dollar. 

But  it  will  also  mean  severe  disruption  for  Japan  and,  to  a  lesser  extent, 
for  West  Germany  and  the  rest  of  Europe.  That  is  the  price  for  keeping 
the  world's  economy  moving — a  burden  that  has  rested  solely  on  the 
U.S.'  shoulders  since  1981-82. 

The  U.S.  will  pay  a  price,  too.  Imports'  share  of  the  U.S.  economy  will 
continue  to  rise,  if  at  a  slower  pace.  This  implies,  among  other  things, 
heavy  pressure  to  hold  down  increases  in  real  wages  here. 
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The  Forbes  Index 


Forbes  Index 

12-month  closeup 
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Hammers  and  nails.  The  Forbes  Index,  ending  a  one- 
month  siesta,  climbed  0.3%  during  the  latest  reporting 
period.  Main  reasons:  a  26%  month-to-month  jump  in 
new  housing  starts  and  a  4.5%  decline  in  unemployment 
claims.  Lower  interest  rates  and  rising  personal  income 
helped  boost  housing  starts  6.7%  higher  than  they  were 
during  the  same  time  last  year.  Personal  income  scored  a 


0.2%  increase  over  the  previous  month,  while  retail . 

rose  0.5%. 

Lower  energy  prices  were  the  main  force  behind 
third  consecutive  monthly  drop  in  the  overall  Consv 
Price  Index.  The  CPI  fell  0.2%,  but  the  services  coi 
nent  of  the  CPI  went  up  by  0.5%,  the  largest  mont. 
month  increase  since  January. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  persona!  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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Industrial  production  index  |1967  =  100) 
seasonally  adjusted  (Federal  Reserve) 


Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  (Dept.  of  Commerce) 


Personal  income  (Sbillions)  wage  and  salary  dis- 
bursements, seasonally  adjusted  (Dept.  of  Commer  I 
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"Do  you  think  there  are 
ill  places  that  aren't  served  by  KLM?" 


Extremely  far-fetched!' 


Don't  be  frozen  out  of  warm  amenities.  We  can  fly  you  to  Europe's  #1  airport  in 
Amsterdam  and  on  to  125  cities  throughout  the  world.  With  service  you'd  expect  fr^m 
the  'Airline  of  the  Year."  Enjoy  the  warmth  of  KLM  to  just  about  any  place 
under  the  sun.  Call  your  travel  agent  or 

KLM.  Today  j^.^  ^  ^  q{ ^A^Lj  KLM 

Royal  Dutch  Airlines 


An  IBM  Color  Display 

It  can  really  boost  an  operators 
efficiency.  That's  what  REJIS  found 
out.  REJIS  is  the  Regional  Justice 
Information  Service  in  St.  Louis. 

This  information  service  is  a 
trendsetting,  government  criminal 
justice  network  linking  120  different 
agencies  to  a  central  computer. 


REJIS  quietly  initiated  a  pilot 
program  using  IBM  3179  Color 
Displays.  The  units  were  tested 
under  everyday  conditions  and  no 
software  changes  had  to  be  made. 
The  quiet  test  turned  into  a  smas 
success. 

End  users  were  amazed  to  se 
how  data  popped  and  how  mist 
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:asier  to  catch. 

3n,  REJIS  end  users  everywhere 
d  IBM  3179  Color  Displays, 
isult  — IBM  color  displays  are 
eing  placed  throughout  the 
network. 

aether  you  have  a  small  depart- 
1  system  or  a  large  computer, 
i  a  range  of  IBM  color  displays 


and  color  graphic  displays  that 
could  help  enhance  your  network  s 
efficiency. 

For  your  free  demonstration 
diskette,  "Why  Color,"  call  I  800  IBM- 
2468,  Ext.  BT/7.  Or  contact  yonr 
IBM  marketing  —  — 

Call  today.  — .,    SS  7  — 


Forbes 


Auto  and  electronics  conquests  behind 
them,  the  Japanese  are  quickly  pushing 
into  U.S.  banking.  So  watch  out. 


The  quiet 
invasion 


By  Edwin  A.  Finn  Jr. 


Being  second  best  in  anything 
is  not  to  the  Japanese  liking. 
They  seem  to  have  targeted 
banking  as  their  next  area  of  opportu- 
nity. Japanese  banks  are  already  mak- 
ing cut-rate  commercial 
loans  from  Detroit  to  Dal- 
las, from  New  York  to  Los 
Angeles. 

Japan  controls  about  8% 
of  the  52  trillion  U.S.  bank- 
ing market.  That 's  S 1 70  bil- 
lion of  U.S.  assets,  up  from 
next  to  nothing  a  decade 
ago. 

How  did  they  do  it?  Hard 
work,  rock-bottom  lending 
rates  and  a  few  advantages 
that  U.S.  banks  lack. 

"Without  any  question, 
they  are  the  most  aggres- 
sive in  the  world,"  says  a 
Texas  banker  who  has  been 
beaten  out  by  low  Japanese 
loan  terms.  With  lending 
opportunities  now  scarce  in 
Europe,  Latin  America  and 
Asia,  "the  U.S.  has  become 
the  number  one  target  for 
large  Japanese  banks,"  he 
says.  Sounds  a  lot  like  the 
Japanese  approach  to  con- 


sumer goods,  doesn't  it? 

The  broad  strategy  is  becoming 
clear.  As  Japanese  manufacturing 
companies  lose  out  to  low-wage  coun- 
tries like  Korea,  Japan  will  have  to 
move  to  other  things,  and  commercial 
banking  seems  a  natural.  Take  a  look 


Rapid  inroads 


Making  cut-rate  loans  and  adding  offices  across  the 
country,  Japanese  banks  have  grabbed  8%  of  the  U.S. 
banking  market.  Their  share  is  likely  to  get  even 
bigger  by  year-end. 


n 


—  —  — 


at  what's  already  happened  in  Bntaii 
Brian  Pearse,  chief  executive  of  Nort 
American  operations  for  Barclay 
Bank,  points  out  that  through  aggra 
sive  pricing  the  Japanese  have  iij 
creased  their  share  of  Britain's  banl 
ing  market  to  more  than  23%,  "pr« 
tically  without  anyone  noticing  it." 

In  the  U.S.,  too,  the  Japanese  ai 
quietly  boosting  their  market  shan 
mainly  through  three  tactics.  Firs 
they  offer  better  short-term  loan  rate 
than  U.S.  banks.  Second,  they  u- 
their  tnple-A  credit  ratings  to  baa 
municipal  bond  issues  at  modest  feei 
Third,  they  buy  loans  from  Ui 
banks,  sometimes  taking  a  "sileu 
participation"  so  the  borrower,  wb 
might  object,  doesn't  find  out. 

"On  any  given  day  the  Japanese  ai 
50  basis  points  below  U.S.  bank  rate 
That's  a  lot  of  money.  It's  S5,000  if  w 
borrow  SI  million  for  a  year,"  sa| 
Lynne  Shuhm,  cash  manager  at  Dat 
products  Corp.,  a  computer  pnnu 
maker  in  Woodland  Hills,  Calif.  Shi 
lim  borrows  as  much  as  S 1 0  million  i 
short-term  funds  from  the  Japanes 
"They  don't  seem  to  have  the  sane 
profit  drive,"  she  say 
"Their  lending  rates  ai 
better  than  the  Germai 
the  English,  you  name  it.' 

One  key  reason:  U.S.  rd 
ulations  effectively  give  tt 
Japanese  a  leg  up  on  ti 
competition.  While  U- 
banks  must  maintain  cap 
tal  equal  to  5.5%  of  the 
assets,  the  Japanese  banl 
get  by  with  about  2%.  Thi 
means  the  Japanese  ca 
lend  more  from  a  smalli 
capital  base  than  U. 
banks.  Hence,  they  can  o 
fer  cheaper  rates.  Anotfo 
factor  that  keeps  Japanc 
banks'  lending  rates  lot 
They  pay  as  little  as  1' 
interest  on  consumer  d> 
posits  at  home.  U.S.  banl 
pay  their  consumer  depos 
tors  about  7%  (see  box).  9 
the  Japanese  can  conve 
deposits  in  Tokyo  into  do 
lars  and  lend  tbem  in  tr 
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A  tough  nut  to  crack 


VMW  ould  you  rather  have  a  packet  of 
■W  tissues  or  a  VCR? 
If  you  answered  VCR,  don't  put  your 
ank  deposits  in  Japan.  While  Ameri- 
an  depositors  have  grown  ac  customed 
a  lavish  giveaways  from  banks,  their 
ipanese  counterparts  have  to  settle  for 
hintzy  premiums  like  the  tissue  pack- 
t.  And  even  then,  the  Japanese  banks 
ay  their  depositors  annual  interest 
ites  as  low  as  1  % . 

Interest  rates  and  giveaways  are 
mited  by  regulation,  part  of  a  web  of 
ales  that  effectively  stymie  Ameri- 
an  banks  in  Japan.  If  rate  ceilings 
rere  removed,  U.S.  banks  could  win 
way  Japanese  depositors  by  paying 
igher  interest.  But  for  now  the  rules 
f  the  game  remain.  American  banks 
ccount  for  only  about  2%  of  the 
anking  assets  in  Japan,  as  compared 
ath  Japanese  banks'  8%  share  of  the 
J.S.  market. 

There  is  some  hope.  Interest  rate 
eilings  have  been  removed  on  deposits  in  excess  of  $3 
lillion,  and  further  deregulation  is  expected.  Even  so, 
;gulations  aren't  the  only  problem  facing  outsiders. 
J.S.  banks  in  Japan  often  fall  victim  to  the  new-boy-on- 


Citibank's  eye-catching  ad 
Translation:  What's  the  theory 
of  relativity  between  the  dollar 
and  the  yen?  Ask  Citibank. 


historical  relationships  with  major 
companies  they  lend  to,  and  some- 
times the  banks  have  equity  positions 
in  those  companies,"  explains  Peter 
C.  Haley,  general  manager  of  Chemi- 
cal Bank's  Tokyo  branch. 

With  the  Japanese  market  so  tough 
to  crack,  many  U.S.  banks  in  Tokyo 
have  concentrated  on  foreign  ex- 
change trading  and  interest  rate 
swaps.  Those  businesses  are  hot.  Citi- 
bank cashed  in  on  the  foreign  ex- 
change boom  with  an  ad  featuring  Al- 
bert Einstein.  Manufacturers  Hanover 
Trust  has  increased  its  foreign  ex- 
change operation  to  25  employees 
from  5  in  the  past  five  years.  "A  lot  of 
our  growth  comes  from  Japan's  in- 
creasing financial  wealth  and  the 
heavy  flow  of  capital  out  of  this  coun- 
try in  recent  years,"  says  Keith  Kan- 
eko,  manager  of  Manufacturers  Hano- 
ver Trust's  Tokyo  operations. 

But  some  are  frustrated  by  the  slug- 
gish opening  of  Japan's  domestic  loan  market.  A  Senate 
Banking  Committee  staffer  says:  "If  the  Japanese  want 
continued  access  to  the  U.S.  goods  market,  they're  going 
to  have  to  open  up  their  financial  markets.  That's  an  area 


le-block  syndrome.  "The  Japanese  banks  have  long  where  we  should  have  a  comparative  advantage." — E.A.F. 


well  below  the  market  rate, 
n  top  of  that,  Japanese  banks 
't  under  the  same  pressure  to  pile 
trofits.  With  interest  rates  low  in 
n,  holders  of  bank  stocks  there 
;  for  a  10%  return  on  equity.  U.S. 
cs,  by  contrast,  shoot  for  15%  re- 
s  to  keep  stockholders  happy, 
rmed  with  their  many  advantages, 
nese  loan  officers  initially  flocked 
blue-chip  companies,  winning 
ness  from  the  likes  of  Mobil,  Gen- 
Electric  and  General  Motors.  But 
[apanese  soon  learned  that  the  big 
>  drive  hard  bargains, 
ime  to  cast  for  smaller  fish.  Lately 
fapanese  have  been  calling  on  the 
0  largest  U.S.  companies,  as  op- 
:d  to  only  the  top  300  or  500.  The 
d  has  a  few  U.S.  regional  banks 
ried  about  losing  their  bread-and- 
er  business.  "The  Japanese  are  be- 
ing disenchanted  with  the  large 
tinational  companies,  and  they're 
ching  to  smaller  corporations," 

a  Detroit  banker, 
om  beachheads  in  New  York  and 
fomia,  Japanese  banks  are  moving 

Georgia,  Texas,  Kentucky  and  Il- 
ls— with  mixed  results  so  far. 
netimes  they  can  get  their  foot  in 
door  with  low  rates,  but  a  lot  of 
west  companies  won't  use  Japa- 
!  banks,"  says  one  U.S.  banker. 


Perhaps  because  they  work  on  thin 
margins,  Japanese  bankers  are  ex- 
tremely risk-averse.  Several  Japanese 
banks,  for  instance,  stopped  doing 
business  with  Texaco  last  year  when 
the  oil  company  was  sued  for  $10  bil- 
lion by  Pennzoil.  And  at  a  Texas  pow- 
er agency,  five  Japanese  banks 
dropped  one  credit  proposal  like  a  hot 
potato,  once  they  realized  the  would- 
be  borrower  owned  a  stake  in  a  nucle- 
ar power  plant.  William  Freeman,  for- 
mer director  of  finance  at  the  Texas 
Municipal  Power  Agency,  recalls  the 
incident:  "I  mentioned  the  nuclear 
plant  to  one  Japanese  bank,  and  with- 
in an  hour  the  other  four  pulled  out." 

Through  it  all,  Japanese  bankers  are 
showing  political  acumen  that  would 
do  Tip  O'Neill  proud.  They  success- 
fully lobbied  for  new  laws  in  Texas 
that  have  allowed  them  broader  bank- 
ing powers.  They've  signed  bundles  of 
"economic  cooperation  agreements" 
with  cities  and  states. 

And  fapanese  banks  make  no  secret 
of  their  close  relationships  with  man- 
ufacturing giants  like  Toyota  and  Nis- 
san. Why?  States  eager  to  attract  Japa- 
nese manufacturing  plants  might  try 
to  ingratiate  themselves  by  doing 
business  with  Japanese  banks.  Ask 
Alabama  Development  Director  Ja- 
mie   Ethcredge    what's  important 


about  the  cooperation  pact  he  signed 
with  Sanwa  Bank,  and  he'll  tell  you: 
"Japanese  banks  such  as  Sanwa  have 
always  assumed  a  significant  role  in 
influencing  the  investment  patterns 
of  Japanese  corporations." 

Japanese  banks  have  made  signifi- 
cant inroads  in  public  finance,  often 
by  settling  for  slim  profit  margins. 
When  the  Dallas  Area  Rapid  Transit 
Authority  needed  backing  for  a  $90 
million  bond  issue  last  year,  for  in- 
stance, it  turned  to  Mitsubishi  Bank — 
at  terms  that  beat  other  bidders  by 
hundreds  of  thousands  of  dollars  a  year. 
Japanese  banks  figure  they  currently 
account  for  about  half  the  municipal 
bond  guarantees  made  by  banks  in  the 
U.S.  One  reason  is  that  the  Fed,  con- 
cerned about  risk,  has  been  discourag- 
ing U.S.  banks  from  guaranteeing  such 
bonds.  "We've  just  kind  of  backed  out 
of  that  business, "  says  a  regional  bank- 
er in  North  Carolina. 

Federal  Reserve  officials  concede 
that  the  Japanese  have  some  built-in 
advantages  over  U.S.  banks,  and  they 
want  the  playing  field  to  be  leveled. 
But  don't  hold  your  breath.  Says  one 
senior  Fed  official,  "We've  been 
thinking  about  some  of  these  ques- 
tions, but  we  don't  have  a  ready  an- 
swer." While  the  Fed  dithers,  the  Japa- 
nese banks  make  hay.  ■ 
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How  would  you  like  to  buy  $100  worth  of 
prime  Tokyo  real  estate  for  $25?-  You 
would?  It's  possible.  Here's  how. 

Tokyo's  nicest 
landlord 


By  Andrew  Tanzer 


anhattan  from  the  Indians 
was  a  good  deal  at  $24,  but 
Marunouchi,  the  business 
and  financial  center  of  Tokyo,  wasn't 
a  bad  buy  for  $1  million.  That  is  how 
much  the  august  Mitsubishi  zaibatsu 
paid  the  Meiji  government  in  1890  for 
a  meadow  occupied  by  military  bar- 
racks and  parade  grounds. 


A  successor  company,  Mitsubishi 
Estate  Co.,  still  owns  70%  or  80%  of 
the  prime  Marunouchi  district.  Last 
year  alone  land  prices  in  central  To-, 
kyo  shot  up  54%,  compared  with  a 
modest  3%  increase  nationwide.  Real 
estate  analysts  estimate  land  in  Ma- 
runouchi is  worth  over  $17,000  a 
square  foot,  the  highest  in  the  world. 

What's  Mitsubishi's  Marunouchi 
property  worth?  A  sound  guess  would 


Downtown  Tokyo's  Marunouchi  district 
Property  at  $17,000  afoot,  and  Mitsubishi  Estate  owns  the  most. 


be  $50  billion,  or  $42  a  share.  Mitsui 
shi  Estate's  current  stock  price,  d 
spite  a  trebling  over  the  past 
months,  is  just  $11.  (For  another  Tok 
real  estate  play,  see  p.  190.) 

Tokyo  suffers  from  a  severe  sho( 
age  of  office  space.  Japanese  still  pn 
fer  to  do  business  face-to-face  instej 
of  on  the  phone.  The  headquarters 
two-thirds  of  all  listed  Japanese  corj 
panies  are  in  the  capital  city,  inclu) 
ing  68  in  Marunouchi.  Also  workn 
in  the  landlords'  favor  is  the  influx 
foreign  financial  institutions.  Secuj 
ty  Pacific  Bank  and  Lloyds  Bank,  fj 
example,  recently  moved  their  Asia 
headquarters  to  Tokyo.  Morgan  Stai 
ley's  Tokyo  staff  has  jumped  from  ' 
to  200  over  the  past  two  years.  Goll 
man,  Sachs'  staff  is  up  from  10  to  8 
and  will  probably  double  again  1 
next  year. 

All  told,  Tokyo's  office  vacanc 
rate  is  just  0.2%,  compared  with  5* 
in  Manhattan.  Mitsubishi  Estate 
managing  director,  Toshiro  Ushiiim 
estimates  43  million  square  feet 
office  space,  will  be  needed  in  centr 
Tokyo  in  the  years  immediate 
ahead  to  satisfy  demand.  "There's  n 
way  this  amount  of  space  can  be  pr 
vided,"  smiles  Ushijima,  who  co] 
trols  19  million  squa: 
Marunouchi  feet  ail 
who  now  has  a  tenai 
waiting  list  lor 
enough  to  fill  three  b 
office  buildings. 

Under  the  circun 
stances,  Ushijima  is 
pretty  nice  landlord- 
too  nice,  in  the  view 
investors  who  wai 
him  to  wring  moi 
from  his  assets  tha 
the  $140  million  prof 
Mitsubishi  reporu 
last  year. 

This  spring  Mitsub 
shi  raised  month, 
rents  for  new  tenan 
in  Marunouchi  t 
11.5%,  to  $7.10 
square  foot  (plus  a  noi 
interest-bearing  depo 
it  equal  to  two  year 
rent).  But  the  mcrea; 
is  almost  meaningle: 
because  tenants  rare: 
give  up  space  once  the 
have  it;  the  annu 
turnover  rate  is  onj 
2%  or  less.  A  stror 
leasehold  law,  mor> 
over,  protects  existir 
tenants,  who  negotiai 
new  leases  with  Mitsi 
bishi  every  two  years 
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rumbles  Ushijima:  "If  there's  a 
lict  with  a  tenant,  the  tenant  al- 
s  wins."  As  a  result,  the  average 
nt  in  Marunouchi  is  paying  only 

the  market  rate.  Thus,  while 
t  of  Mitsubishi's  buildings  are 
'  depreciated,  and  debt  and  ex- 
;es  are  low,  the  company's  office 
ng  operations  yield  only  1%  to 

average  in  Tokyo  but  about  a 
ter  the  return  New  York  land- 
5  expect. 

hy  the  low  yields?  In  part  because 
[apanese  prefer  harmony  to  open 
lict.  Evicting  tenants  and  charg- 
whatever  rents  the  market  will 
is  considered  antisocial, 
msider  Marunouchi  Building,  the 
pany's  monolithic  headquarters, 
building  was  put  up  in  1923  and 
ived  not  only  the  great  earth- 
ce  but  also  the  bombing  of  Tokyo 
H5.  Many  of  the  original  tenants 
till  in  Marunouchi  Building,  and 
e  are  paying  only  25%  of  the  mar- 
■ent,  says  Ushijima. 
ke  an  alumni  group,  tenants  take 
nnual  drinking  outing  together, 
ne  Japanese  analyst  puts  it:  "Mit- 
shi  is  like  a  father  who  takes  care 
s  children." 

aes  Ushijima  worry  that  someone 
it  try  to  wrest  control  of  his  com- 
|  and  work  the  assets  harder?  No. 
tile  takeovers  don't  happen  in 
e  parts,  especially  if  the  target 
s  an  establishment  name  like 
.ubishi.  Besides,  sundry  compa- 
in  the  Mitsubishi  group  own  20% 
5%  of  Mitsubishi  Estate's  stock; 
r  "stable"  shareholders  own  an- 
r30%  to  35%. 

ill,  if  Ushijima  is  not  an  aggres- 
maximizer  like  new  York's  Don- 
frump,  the  lord  of  Marunouchi  is 
ing  some  interesting  moves.  He 
erately  wants  to  buy  the  Marun- 
li  site  of  Japan  National  Railways' 
[quarters,  which  will  probably  go 
he  block  next  year  as  part  of  the 
g-private  of  the  debt-ridden  rail- 
.  Building  a  new  office  building 
e  would  give  Mitsubishi  space  to 
:ate  tenants,  enabling  it  to  rede- 
p  Marunouchi  Building.  Under 
ent  regulations,  its  floor  space 
d  be  almost  doubled,  but  Ushi- 
has  been  frustrated  because  there 
)  place  to  relocate  tenants, 
itsubishi  is  also  investing  $2  bil- 
over  the  rest  of  the  century  as 
of  an  enormous  waterfront  rede- 
pment  project  in  Yokohama.  And 
ijima  is  testing  foreign  property 
kets.  In  the  last  two  years  Mitsu- 
i  has  built  the  $80  million  Pac- 
t  Center  in  Portland,  Ore.  and 
;ht  Atlas  House  in  the  City  of 
ion  for  £34  million.  ■ 


Not  many  tough  old  founders  assure  their 
own  orderly  succession.  Here's  an  appar- 
ent exception  to  the  rule 


Heir  very 
apparent 


By  Laura  R.  Walbert 


T|he  second-floor  office  at  26 
Broadway,  in  the  heart  of  Wall 
Street,  is  not  your  usual  corpo- 
rate headquarters.  The  lobby  carpet  is 
stained.  No  wood-paneled  dining 
room,  no  antiques.  "There  is  no  such 
thing  as  a  (private]  office  here,"  says 
Michael  Price,  34,  the  younger  of  the 
two  principals. 
Yet  this  space  houses  one  of  the 


most  successful  of  the  medium-size 
mutual  fund  groups,  Heine  Securities, 
with  $1.9  billion  in  assets.  At  a  time 
when  funds  are  hot  and  management 
companies  sell  for  20  times  earnings, 
Heine  Securities  could  be  worth  $90 
million.  Maybe  more. 

Still,  Price  sits  at  the  trading  desk, 
elbow  to  elbow  with  the  firm's  other 
analysts  and  across  the  desk  from  his 
partner,  Max  Heine.  Heine,  75,  an  old- 
fashioned  analyst  and  money  manag- 


Heine  Securities  Chief  Operating  Officer  Michael  Price 
The  deal  could  make  Price  a  very  rich  man  before  he  is  40. 
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er,  came  to  the  U.S.  in  1934  from 
Berlin.  Michael  Price  started  as  a  re- 
search assistant  whom  Heine  hired 
just  months  after  his  college  gradua- 
tion in  1974. 

This  older  man-younger  man  rela- 
tionship has  not  soured  over  its  12 
years,  as  so  many  do.  On  the  contrary, 
Heine  is  now  graciously  handing  the 
reins  to  Price.  In  recent  proxies,  fund 
shareholders  have  been  asked  to  ap- 
prove an  arrangement  that  will  give 
Price  full  ownership  of  the  advisory 
firm  in  1990. 

The  deal  could  make  Price  a  very 
rich  man  before  he  is  40.  Immediate- 
ly, Heine  will  own  99%  and  Price  will 
own  1%  of  the  firm  until  1990.  Then 
Heine  will  stay  on  as  what  Price  kid- 
dingly  calls  "an  overpaid  employee," 
and  Price  will  buy  out  Heine  for  "a 
substantial  amount" — in  the  millions 
but  nowhere  near  the  $38  million  to 
$95  million  for  which  the  firm  could 
be  sold,  based  on  the  rule  of  thumb 
that  says  fund  operators  are  worth  2% 
to  5%  of  assets  under  management. 

Heine  and  Price  manage  three  funds 
that  seek  to  invest  in  undervalued 
stocks.  Doesn't  everybody?  Yes,  but 
the  Heine-Price  definition  of  under- 
valued is  different  from  most.  It  has 
less  to  do  with  earnings  trends  and 
price/earnings  ratios  than  with  bal- 
ance-sheet value,  i.e.,  assets.  The  Mu- 
tual Shares  portfolio  includes  Storage 
Technology  bonds,  Wickes  and  Man- 
ville  preferreds,  stocks  of  many  small 
savings  and  loans,  plus  some  genuine- 
ly obscure  stocks,  ranging  from 
42,770  shares  of  Kreisler  Manufactur- 
ing Corp.,  a  thinly  traded  defense  con- 
tractor with  a  lot  of  cash,  to  19  shares 
of  Merritt  Chapman  &  Scott,  the  shell 
of  a  defunct  shipbuilder. 

Does  the  formula  work?  The  oldest 
fund,  Mutual  Shares,  with  $1.3  bil- 
lion, hasn't  had  a  down  year  in  the 
past  decade,  and  it  has  averaged  re- 
turns of  24%  a  year  since  1976.  The 
newer  Mutual  Qualified  Income 
Fund,  with  $513  million,  has  done 
nearly  as  well,  with  a  23%  average 
return  over  the  past  five  years.  Be- 
cause the  funds  were  getting  so  large, 
both  older  funds  were  recently  closed 
to  new  investors.  Heine  and  Price  last 
fall  took  over  management  of  a  new 
fund,  Mutual  Beacon.  Investors 
flocked  to  buy  it,  and  its  assets 
swelled  from  $11  million  to  $50  mil- 
lion in  four  months. 

That's  a  long  way  from  the  $5  mil- 
lion the  firm  had  under  management 
in  1974  when  Price  was  hired,  only  six 
months  out  of  the  University  of  Okla- 
homa. That  was  when,  it  seemed,  the 
ambitious  types  were  all  headed  for 
law  or  medical  school.  Wall  Street 


seemed  all  but  dead.  (Stock  averages 
in  the  1973-74  crash  would  bottom 
just  less  than  six  months  later.) 

How  does  a  grizzled  veteran  like 
Max  Heine  train  a  promising  neo- 
phyte like  Price?  "From  the  first  day, 
he's  allowed  me  to  do  whatever  I 
want,"  Price  recalls.  "The  first  week, 
Max  didn't  pay  any  attention  to  me.  I 
didn't  have  a  desk  or  a  telephone.  I 
tried  to  figure  out  what  I  could  do.  So  I 
worked  on  ten  things,  showed  Max 
the  best  three,  he  liked  one,  and  I 
bought  it.  The  next  time  I  bought  it 
without  talking  to  him." 

How  did  Heine  react  when  Price 
first  picked  a  bad  one?  "It  was  during 
my  second  month,"  says  Price.  Price 
took  a  $53,000  position  in  a  takeover 
target.  The  deal  was  blocked,  the  posi- 
tion lost  $14,000.  "There  was  no  sec- 
ond-guessing," says  Price.  "Max 
knows  everyone  makes  mistakes." 

In  those  days  Price  was  making 
$200  a  week.  Price  won't  say  what  he 
makes  these  days  as  chief  operating 
officer  and  primary  manager  of  the 
funds.  However,  an  SEC  document 
shows  that  in  1984  Price  collected 
$360,000  from  Mutual  Shares  alone. 
"Since  the  day  he  hired  me,  we've 
never  talked  about  compensation," 
says  Price,  who  feels  that  Heine,  the 


father  of  three  daughters,  treats  hi 
like  a  son. 

Many  a  father-son  type  of  relatio 
ship  in  business  has  ended  in  bitte 
ness  and  separation  when  the  old 
man  begins  to  feel  disillusioned 
threatened,  or  both,  by  the  young 
man.  That  is  less  likely  to  happ< 
when  the  men  are  two  generatioi 
apart — more  a  grandparent-grandchi 
relationship — according  to  Srul 
Blotnick,  a  research  psychologist  at 
Forbes  columnist.  Heine  is  roughi 
two  generations  older  than  Price 

By  passing  the  firm  on  to  Prici 
Heine  more  or  less  assures  that  tlj 
business  will  not  sell  out  to  son 
financial  services  conglomerate  and  i 
lose  its  soul.  "I'm  not  going  to  work  f 
anybody  except  the  shareholders! 
Price  says.  "God  forbid  Max  tun| 
around  one  day  and  says,  'I'm  selling, 
to  Beneficial  Corp.'  Then  I'm  gone,  ar 
the  funds  are  totally  changed." 

Does  Price  plan  to  make  arj 
changes  himself,  come  1990?  Tal* 
the  advisory  firm  public,  perhap: 
Says  Price,  "Why  would  I  want  to  se 
what  I  do?  It  makes  no  sense.  W 
don't  need  the  money.  No,  I  enjc 
doing  this.  So  does  Max,  and  it's  goir 
to  stay  this  way  for  a  long  time 

Amen.  ■ 


There  are  now  two  kinds  of  Intel  Cor[\ 
factories — those  that  are  competitive  an\ 
those  that  are  closed. 


Institutionalizing 
the  revolution 


By  Kathleen  K.  Wiegner 

Iast  October  Santa  Clara,  Calif,  's 
_  Intel  Corp.  introduced  its  latest 
I  semiconductor  chip,  the  80386 
microprocessor.  Development  cost: 
well  over  $100  million.  A  miracle  of 
miniaturization,  the  microprocessor 
is  'A-inch  square,  yet  performs  with 
the  power  and  speed  of  many  full-size 
computers. 

A  technological  innovation  of 
breathtaking  proportions?  Certainly. 
A  product  to  restore  Intel's  sagging 
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fortunes?  Not  if  history  is  a  guide. 

On  sales  of  $1.4  billion,  Intel  bare] 
broke  even  last  year.  For  the  fir: 
quarter  of  this  year,  sales  fell  as  IB! 
reduced  its  20%  stake  in  Intel  t 
12.5%  and  bought  less  from  the  chi] 
maker.  Intel's  first-quarter  operatic 
loss  rose  to  $36  million.  The  secon 
quarter  looks  like  another  loser 

Intel's  long-standing  strategy  ha 
been  to  seize  the  initiative  in  a  give 
semiconductor    technology — mien 
processors,  say — and  then  move 
the  next   level   when  competitoi 
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h  up.  Thus  Intel  could 
ure  large  margins  when 
:s  were  still  high  and 
f  those  profits  into  new 
ucts  to  roll  out  when 
modity  pricing  took 
the  older  products.  In 
words  of  Gordon 
ire,  Intel  founder  and 
f  executive,  "In  the  ear- 
ivs  we  had  a  five-year- 
lead  in  the  technology, 
re  anyone  caught  up 
i  us  we  would  be  off  in  a 
direction." 

ouble  is,  the  strategy 
i't  worked  well  of  late, 
ndustries  mature,  the 
ing  pioneer  loses  his 

to  the  big  companies 

staying  power  and  the 
ty  to  grind  out  a  steady 
im  of  small  wins, 
immando  tactics  no 
er  work  because  the  op- 
:ion  has  learned  how  to 
iterattack  quickly,  Jap- 
e  competitors  like 
'  and  Hitachi  shrank 
's  lead  times  as  they, 

mastered  the  process 
nology.  "Take  the  top 
[semiconductor]  com- 
es in  the  world,"  says 
re,  "and  it  is  hard  to 

at  any  time  who  is  

d  of  whom.  They  all  have  little 
ntages." 

even  a  wonder  product  like  In- 
new  80386  may  not  turn  the  tide. 
11  be  out  front  for  a  time,  but  not 
ong  enough.  Says  Moore:  "Now 
n  you  go  into  production  on  these 
plex  products,  the  volumes  aren't 

enough  to  make  much  money. 
he  time  you  do  get  into  volume 
uction,  there  is  often  someone 
y  close  behind  you." 
icreasingly,  that  someone  is  the 
lese,  whose  mass  production  of 
it  pedestrian  chips  allows  them 
lild  long  production  runs,  create 
ly  reliable  products  at  very  low 
:s  and  quickly  move  up  the  value- 
d  ladder.  Think  of  TVs,  cars.  In 
f  case  the  Japanese  started  with 
p,  reliable  products,  then  capital- 

on  the  reputation  for  value  by 
ing  up  in  price  and  in  product 
istication. 

:  is  clear,"  says  Moore,  "that  we 
to  be  pretty  darn  close  to  the 
lese  from  a  manufacturing  stand- 
t  to  compete.  We  used  to  do  our 
reduction  by  jumping  to  the  new 
nology.  But  that  approach  is  no 
sr  sufficient." 

Intel  must  compete  with  the 
lese  in  manufacturing  as  well  as 


Intel  Corp.  's  Gordon  Moore 
"It  is  hard  to  tell  who  is  ahead  of  whom. 


innovation,  then  it  will  have  to  learn 
to  manufacture  cheaply.  But  how? 

Moore  could  design  and  market  In- 
tel's semiconductors  in  the  U.S.  and 
manufacture  them  in  Japan  or  Korea, 
as  startups  like  Vitelic  and  Waferscale 
Integration  are  doing.  But  what  to  do 
with  Intel's  $600  million-plus  invest- 
ment in  U.S.  manufacturing  facilities, 
including  a  new  $100  million  wafer 
fabrication  plant  in  Arizona?  Besides, 
Moore  believes  that  automation  has 
made  chipmaking  less  labor  intensive 
and  more  engineering  intensive.  Ship- 
ping products  around  the  globe  to  get 
cheaper  labor  for  various  manufactur- 
ing steps,  says  Moore,  "doesn't  make 
nearly  as  much  sense  anymore." 

So,  rather  than  abandon  its  U.S.  pro- 
duction, Intel  is  squeezing  the  fat  out 
of  it.  The  goal:  double  total  output 
while  reducing  the  cost  of  basic  man- 
ufacturing by  40%  over  two  years. 
The  word  around  Intel's  plants  these 
days,  says  components  group  manager 
Craig  Barrett,  is:  "There  are  two  kinds 
of  factories — those  that  are  competi- 
tive and  those  that  arc  closed." 

Unable  and  unwilling  to  compete 
on  price  alone,  Moore  aims  to  beat  the 
Japanese  on  value  added — and  not  just 
with  a  few  big  products  as  in  the  past, 
but  with  higher  value  added  all  the 


way  through  the  product 
line. 

Take  application  specific 
integrated  circuits,  or 
ASICs — semifinished  chips 
that  can  then  be  tailored  to 
individual  customer  needs. 
Chipmakers  like  ASICs  not 
only  because  of  the  extra 
value  added  but  also  be- 
cause they  bind  the  chip 
customer  closer  to  the 
manufacturer. 

But  in  ASICs,  too,  Motor- 
ola, RCA  and  the  Japanese 
are  moving  in.  So  last  sum- 
mer Moore  asked  Jack  Car- 
sten,  who  had  headed  In- 
tel's components  group,  to 
recruit  top  people  inside 
the  company  to  come  up 
with  an  ASIC  strategy  for 
Intel — the  idea  being  to  in- 
tegrate all  aspects  of  Intel, 
from  technology  to  market- 
ing, in  an  ASIC  strategy 
that  will  capitalize  on  In- 
tel's strengths. 

Up  in  Hillsboro,  Ore.,  In- 
tel Development  Opera- 
tion— another  of  Moore's 
new  internal  "startups,"  as 
he  calls  them — has  intro- 
duced two  new  products — 
an  add-on  memory  board 
  and  a  kind  of  supercom- 
puter— designed  to  add  more  value  to 
Intel's  basic  chips.  Note  the  thinking 
behind  this  movement  from  selling 
components  to  selling  components 
that  work  as  a  whole  system. 

"More  and  more  of  what  is  now  in 
software  will  be  put  into  silicon  in  the 
future,"  explains  Leslie  Vadasz,  who 
is  deeply  involved  in  Intel's  strategic 
planning.  "If  you  just  participate 
down  here  at  the  component  level, 
you  won't  know  what's  needed  up 
there  at  the  system  level."  This  will 
become  especially  important  as  Intel 
goes  after  the  automotive  markets 
and,  even  more  important,  after  mi- 
crocommunications.  By  1990,  pre- 
dicts Moore,  50%  of  Intel's  business 
will  be  linked  in  some  way  to  micro- 
communications. 

Faced  with  recent  red  ink,  Intel  has 
no  choice  but  to  retrench.  Moore  has 
laid  off  2,600  workers,  a  tenth  of  In- 
tel's work  force,  and  has  announced 
that  Intel  will  exit  the  dynamic  ran- 
dom access  memories  (DRAMs)  busi- 
ness, a  chip  Intel  invented  back  in 
1970.  In  a  world  that  is  very  different 
from  the  one  Intel  grew  up  in,  Mooiv's 
new  strategy  of  emphasizing  a  steady 
stream  of  profitable  small  products, 
rather  than  looking  for  a  few  big  hits, 
should  stand  Intel  well.  ■ 
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Turnabout  being  fair  play,  a  weakened 
Victor  Posner  is  attracting  sharks  that  are 
lining  up  to  sink  their  teeth  into  him. 


Blood  in  the  water 


By  Allan  Sloan 


When  a  wounded  shark  starts 
bleeding,  fellow  fish  don't 
send  get-well  cards.  They 
take  as  big  a  bite  out  of  him  as  they 
can.  And  so  it  is  with  Victor  Posner, 
who  in  his  prime  was  one  of  Ameri- 
ca's leading  takeover  sharks  but  who 
is  now  turning  into  fish  food. 

Among  those  taking  pieces  out  of 
Posner  these  days  are  Fred  Carr's  First 
Executive  Corp.,  Carl  Lindner's 
American  Financial,  the  Schotten- 
stein  family  of  Ohio,  the  Bass  broth- 
ers, Drexel  Burnham  Lambert. 

Carr  and  Lindner  are  putting  the 
bite  on  Posner's  DWG  Corp.,  charging 
the  beleaguered  company  the  equiva- 
lent of  30%  a  year  on  past  due  loans. 
Four  years  ago  DWG  borrowed  $21 
million  from  Carr  and  $4  million 
from  Lindner  by  issuing  zero  coupon 
notes  to  be  redeemed  for  $50  million 
on  Mar.  1,  1986.  When  the  date  ar- 
rived, Posner  didn't  have  the  money. 

So  Carr  and  Lindner  whacked  DWG 
with  a  $1  million  loan  extension 


36 


charge,  raised  the  interest  rate  on  the 
notes  to  18%  a  year  and  took  DWG's 
National  Propane  subsidiary,  a  tempt- 
ing unhocked  morsel,  as  collateral.  It 
took  two  months  for  Posner  to  raise 
the  $50  million.  During  that  period 
DWG  paid  $2.5  million  ($1.5  million 
in  interest  and  the  $1  million  exten- 
sion charge)  for  use  of  the  money. 
That  works  out  to  an  annualized  30% 
a  year.  Or  prime  plus  21%. 

Posner  got  the  $50  million  by  bor- 
rowing from  his  old  friend  Carl 
Lindner.  Lindner,  whose  companies 
have  never  been  mistaken  for  a  public 
charity,  followed  the  law  of  the  sea  by 
coming  back  for  another  few  nibbles 
of  Posner.  The  interest  Posner  is  pay- 
ing— it  starts  at  12%  and  works  up  to 
17% — is  the  least  of  what  the  money 
is  costing.  Lindner  took  as  collateral 
just  about  every  unpledged  asset 
DWG  has.  For  good  measure  Lindner 
made  sure  that  National  Propane, 
that  valuable  DWG  holding,  was  one 
of  the  borrowers.  Lindner  also  extract- 
ed an  equity  kicker:  warrants  to  buy 
20%  (fully  diluted)  of  DWG  for  $1.50 


8f 


a  share  for  the  next  seven  years. 

You  may  have  read  elsewhere  thj 
Lindner  has  32%  of  DWG  and  is  mo\ 
ing  on  Posner  for  control  of  the  con 
pany.  Not  likely.  Lindner  contro 
only  about  23%  of  DWG  on  a  full 
diluted  basis,  while  Posner  has  a  34' 
stake.  More  to  the  point,  why  shoul 
Lindner  want  DWG,  which  is  bu] 
dcned  by  more  than  $600  million 
debts  because  Posner  has  been  using 
to  support  other  parts  of  his  grab-bj 
empire?  Why  own  it,  when  he  ca 
munch  on  it  from  a  safe  distance? 

As  of  Jan.  31,  DWG's  tangible  n< 
worth  was  negative  to  the  tune 
$104  million.  And  that's  giving  DW 
the  benefit  of  a  doubt — it  carries 
face  value  millions  of  dollars  of  loai 
to  other  Posner  companies,  whos 
ability  to  repay  is  suspect  at  best. 

The  warrants  give  Lindner  a  nu. 
sweetener  if  DWG's  stock,  by  soir 
miracle,  ever  makes  it  to  respectab 
levels.  DWG  recently  traded  at  2,  nej 
its  high  for  the  year. 

Even  what  Lindner  is  getting  see: 
modest  compared  with  what  tl 
Schottenstein  family,  the  famed 
ferocious  liquidators  from  Columbui 
Ohio,  is  getting  from  Sharon  Steel,  tl 
all-but-comatose  company  that  on< 
formed  the  base  of  Posner's  empire., 

The  Schottensteins  seem  to  be  ge) 
ting  an  effective  rate  of  around  30^ 
for  lending  about  $100  million — s 
cured  by  receivables,  work  in  progrei 
and  inventories — to  Sharon.  (It's  in 
possible  to  compute  the  effective  ij 
terest  rate  from  public  documents.)! 

Sharon  needed  the  money  to  keq 
itself  going  and  to  undertake  whl 
may  be  Wall  Street's  longest-runnu 
exchange  offer.  Since  May  198 
Drexel  Burnham  has  been  trying 
get  holders  of  $390  million  (face  vi 
ue)  of  Sharon's  defaulted  debentun 
to  swap  their  old  paper  for  six  no 
pieces  of  paper  plus  a  little  cash  ait 
Sharon  common  stock.  The  Schottej 
steins  gave  Sharon  enough  cash  to  pi 
senior  creditors  to  keep  them  fro) 
forcing  the  company  into  Chapter  lj 

Posner  is  paying  dearly  to  stay  ahv 
Drexel,  which  has  raised  about  $3J 
million  for  Posner  companies  over  tl 
past  couple  of  years  and  earned  $ 
million  in  fees,  lent  Posner  $29.7  mi 
lion  at  17.6%  a  year — secured  1 
Fischbach  Corp.  stock.  The  Ba 
brothers  lent  him  $18.3  million,  ung 
cured,  at  22.4%. 

And  so  Victor  Posner  swims  o 
bleeding  in  the  water.  When  Posn 
had  the  upper  hand — or  fin — he  rutj 
lessly  attacked  companies  and  gutt< 
them.  Now  it's  his  turn  to 
chomped  on.  And  so  it  goes.  ■ 
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\t  the  first  U.S.  Open,  two  hundred  spectators 

cheered  eleven  players. 


{he  first  U.S.  Open,  played  at 
the  Newport  (Rhode  Island) 
Golf  Club  in  1895,  was  most 
:dly  an  afterthought, 
t  was  rather  casually  added  to 
id  of  the  first  U.S.  Amateur 
pionship.  Four  rounds  of  nine 
each,  played  on  a  single  Octo- 
ay,  open  to  amateurs  and 
sionals. 

Jot  surprisingly,  less  than 
indred  spectators  turned 

watch  ten  Britons  and  a 
ian  vie  for  a  small  gold 

and  minimal  cash  prizes, 
nericans  competed, 
"he  winner  was  the  host  club's 
ant  pro,  Horace  Rawlins, 
iy  arrived  from  England.  His 
le  score:  45-46-41-41—173. 
is  earnings:  $150. 


91 1:  Jnhn  J  McDermott  is  the  first 
American  to  win. 

lot  many  in  the  crowd  could 
>reseen  that  from  this  humble 
ling  would  emerge  one  of  the 
s  greatest  championships — 


and  some  of  the  greatest  golf 
played  on  either  side  of  the 
Atlantic. 

It  was  not  until  1911 
that  an  American  won — John 
J.  McDermott,  not  yet  20. 
He  repeated  his  win  the  next 
year.  And  American  golf  was 
here  to  stay. 


1900:  British 
great,  Harry 
Vardon.  wins  with 
a  record  313. 


Of  the  156 
places  in  this 
year's  Champion- 
ship, nearly  100  are 
held  open  to  any 
golfer,  including 
amateurs  with  a 
handicap  of  two 
or  less.  Some 
5,000  players 
from  as  far  away 
as  Japan  and 
Australia  will  com- 
pete for  these 
places  — the 
largest  open 
competition  in  golf. 
As  with  any  world-class  sport- 
ing event,  many  of  the  players  in  the 
U.S.  Open  choose  Rolex  as  their 
personal  timepiece. 


1986:  Shinnecock  Hills  Golf  Club, 
site  of  the  US.  Open. 

The  intricacies  of  making  a 
Rolex — 162  separate  steps  for  the 
incomparable  Oyster  case  alone — 
can  appeal  to  the  critical  eye  of  a 
golfer  accustomed  to  reading  the 
subtleties  of  greens. 
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ol  Vardon.  McDermott,  Palmer  and  Shinnecock 
b  reprinted  with  permission  ol  U  S  G  A 


1960:  7  strokes  down  entering  the  final  round, 
Arnold  Palmer  cards  a  65  to  win. 

As  sportsmen,  they  can  also 
appreciate  its  uncontested  reliabil- 
ity and  durability. 

Rolex  salutes  the  U.S.  Open. 
An  American  classic  that  has  be- 
come one  of  the  premier  sporting 
events  in  the  world. 

ROLEX 


ill, 


Rolex,  Day-Date.  Oyster  Pp-petual, 
President  are  trademarks 


The  Rolex  Day-Hate  <  lystcr  Perpetual  Chronometer  in  lHkt.  gold.  Pressure  proof  to  330 feet,  with  matching  President  bracelet. 
Write  for  brochure.  Rolex  Watch  USA..  Inc..  Dept.  941,  Rolex  Building,  665  Fifth  Avenue.  New  York.  New  York  10022-5383.  ><  Rolex  WHO 
World  headquarters  in  Geneva.  Other  offices  in  Canada  and  major  countries  around  the  world. 


We  soothe  your  way  from  West  to  East 

We  delight  you  with  the  exotic. 

We  comfort  you  with  the  familiar. 

We  make  speed  serene.  And  precision  graceful. 
We  ease  your  transition  into  our  world 
and  then  guide  you  wherever  you  want  to  go. 
In  everything  we  do,  we  seek  to  make  you  feel  as  at  home  in  the  Orient  as  we  are. 
On  your  next  flight  to  the  East,  let  us  soothe  your  way. 
For  reservations,  call  your  travel  agent 

or  Japan  Air  Lines  at  1-800-JAL-FONE. 


JAL 

JAPAN  AIR  LINES 

We  give  you  more  of  the  Orient. 

lu  Anchorage  Vancouver  Mexico  City  Sao  Paulo  Rio  de  Janeiro 


MONYs  James  Melton  and  fanner  Ralph  Holtkamp 
Giving  some  farmers  a  chance  to  stay  on  their  land. 


.  Bi  ■  1 1  iin   t  AhrairaJ 


Ten  years  ago  life  insurance  companies 
were  hunting  for  farmland.  These  days 
they)  have  more  land  than  they  want. 

Down  on  the 
farm-unwillingly 


By  Ruth  Simon 


A COMBINATION  OF  SHRINKING  farm 
income  and  staggeringly  high 
farm  debt  is  turning  the  country's 
largest  insurers — including  Pruden- 
tial, Metropolitan  Life,  Travelers  and 
John  Hancock— into  farmers.  Loan 
foreclosures  have  added  $1.3  billion 
in  farmland  to  their  portfolios  since 
1981 — last  year  alone  1,000  properties 
worth  $530  million.  "None  of  the  in- 
surance companies  envisioned  own- 
ing that  property,"  says  fames  Mel- 
ton, president  of  MONY  Agricultural 


Financial  Services. 

Nevertheless,  for  both  insurers  and 
farmers  these  clouds  have  a  silver  lin- 
ing. For  some  farmers  there  is  the 
chance  to  stay  on  the  land  and  eventu- 
ally even  buy  it  back.  For  the  insur- 
ance companies,  there  is  the  opportu- 
nity to  broaden  their  financial  ser- 
vices to  agriculture  and  attract  a  new 
generation  of  farm  customers. 

Once  the  dominant  farm  lenders, 
insurance  companies  still  hold  $11.4 
billion,  or  about  15%,  of  all  farm 
mortgages.  That's  just  one-quarter  of 
the  $44.3  billion  portfolio  of  the  trou- 


bled Federal  Land  Banks,  which  ha' 
expanded  their  market  share  of  loa 
volume  since  the  early  Seventies. 

Like  other  farm  lenders,  insure 
bet  on  continued  inflation  and  appr 
ciation  in  farmland.  As  farm  pric 
declined,  they  lost  big.  To  compoui 
the  problem,  they  rarely  lent  less  th; 
$250,000.  "It's  not  so  much  wor 
decisions,  but  they  made  bigger  dec 
sions,  so  that  any  mistake  will  ca 
them  more,"  explains  Dav 
Trechter,  a  U.S.  Department  of  Ag 
culture  economist. 

The  result?  Fifteen  percent,  or  $1 
billion,  in  insurance  company  far 
loans  were  delinquent  last  year,  wi 
slightly  less  than  half  that  amount 
foreclosure.  While  problem  loans  a 
pear  to  be  peaking,  insurers  are  like 
to  add  as  many  properties  this  year 
they  did  in  1985. 

Insurers  will  still  own  less  than  1 
of  all  farmland,  but  since  only  2% 
3%  of  farm  acreage  is  sold  each  ye; 
any  wholesale  unloading  would  ft 
ther  depress  market  prices.  So,  whi 
some  insurers,  such  as  Prudential,  a 
aggressively  marketing  propertie 
with  land  selling  for  as  little  as  half 
its  peak,  most  insurers  will  take  fi 
to  ten  years  to  unload.  "They  of  j 
the  lenders  are  the  only  ones  with  t. 
resources  to  wait  this  out,"  not) 
Gene  Severens  of  the  Center  for  Rw 


40 


FORBES,  JUNE  16,  198 


Every  quality  diamond  of  a 
or  more  is  one  of  natures  rarest 
nost  exquisite  phenomena— 
more  fire;  more  sparkle  and 
Illation. 

Each  is  a  visible  reflection  of 
Unique  in  all  the  world, 


FIGHT  FIRE  WITH  FIRE. 

possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4C's:  Cut;  Color;  Clarity  and 
Carat -weight.  These  determine  the 
value  of  a  diamond  — and  to  an 
astonishing  degree,  the  beauty  and 
value  of  your  jewelry. 


\bur  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful, 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


ig  shown  features 

:y  diamond  of  2  carats 


A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE. 
AFIRE  RARELY  SEEN. 


Come  to  the  top. 


1 


Credit  Suisse  foreign  exchange  resources 
give  you  a  direct  link  to 
every  financial  market  worldwide. 


Foreign  exchange  dealings  today  can 
be  as  important  to  your  year-end  results 
as  landing  a  major  contract. 

That's  why  you  need  a  bank  with 
competitive  know-how  and  truly  global 
resources . . .  one  that  will  help  you  save 
valuable  time  by  handling  your  currency 
transactions  swiftly  and  efficiently. 

Credit  Suisse  is  one  of  the  acknow- 


ledged leaders  in  foreign  exchange,  with 
electronic  links  to  the  world's  financial 
markets  through  a  network  covering 
almost  50  offices  on  all  five  continents. 

It  means  that  we're  ready  around  the 
clock  and  around  the  world  with  profes- 
sional, in-depth  advice  and  prompt, 
reliable  services  such  as  real-time  market 
prices . . .  spot  and  future  transactions . . . 


cash  transactions . . .  and  currency  swa 
and  options. 

Count  on  the  professionals  at  Cred 
Suisse  to  keep  you  on  top  of  the  worlo 
financial  markets. 


Credit  Suisse.  We  do  more  to  keep 
you  at  the  top. 


ft 


CREDIT  SUISSE 
CS 


Head  office:  8001  Zurich.  Paradeplatz  8   Offices  in  USA:  New  York   Los  Angeles   Atlanta   Chicago   Houston   Miami   San  Francisco 


is  Melton  and  the  Holtkatnps  at  dinner 
r  interest  got  higher  than  our  net.' 


irs  in  Walthill,  Nebr. 
id  while  they  wait,  insurance 
panies  rent  much  of  their  land  to 
lers  under  crop-share  arrange- 
ts.  Something  like  this  happened 
ng  the  Depression.  Then  the  big- 
farm  lenders,  insurers  accumu- 
1  $713  million  in  farm  properties, 
iding  the  equivalent  of  eight 
ities  in  Iowa.  With  few  buyers  in 
t,  most  of  the  land  was  rented  out. 
le  rental  agreements  kept  insur- 
losses  down  and,  in  many  cases, 
farmers  an  opportunity  to  earn 
:  their  property.  "There  was  a  very 
stabilizing  influence,"  says  Wil- 
Murray,  a  professor  emeritus  at 
i  State  University, 
etropolitan  Life  has  taken  title  to 
it  $160  million  in  farmland, 
ist  everything  is  up  for  sale,  but 
re  not  conducting  any  fire  sales," 
Donald  Meinhold,  64,  vice  presi- 
for  agricultural  investments, 
was  an  Illinois  farm  boy  the  last 
:  prices  tumbled.  "That  would 
serve  to  drive  the  land  market 
:r  and  insure  that  the  next  level  of 
awer  will  go  under." 
jout  40%  of  the  properties  under 
ropolitan's  control  are  being 
ied  by  their  original  owners.  "Not 
le  people  who  come  into  difficul- 
e  bad  managers,"  says  Meinhold. 
ybe  their  financial  management 
as  good  as  it  could  have  been,  but 
r  production  management  is  supe- 
We  think  it  would  be  a  mistake 
:quire  those  people  to  leave." 


That's  certainly  true  of  the  Holt- 
kamp  family,  which  raises  corn,  soy- 
beans, hogs  and  dairy  cattle  outside 
Fort  Madison,  Iowa.  They  lost  their 
3,000-acre  farm  last  year,  mired  in 
$2.3  million  of  debt.  "Our  interest  got 
higher  than  our  net,"  explains  Ralph 
Holtkamp  on  a  break  from  planting  a 
test  plot  of  hybrid  corn  in  the  90- 
degree  heat.  With  assistance  from 
MONY's  farm  management  arm,  the 
Holtkamps  are  building  back  slowly, 
renting  the  farm  they  built  over  more 
than  40  years  and  now  hope  to  reac- 
quire in  3  to  5  more.  "We  ain't  letting 
anything  fall  down,"  says  Holtkamp. 
"We  definitely  want  it  back." 

Not  all  farmers  are  so  lucky.  Some 
got  in  so  deep  that  their  lenders  do  not 
want  them  to  stay  on. 

There  are  other  problems,  too.  In- 
surers are  unlikely  to  make  the  same 
investments  in  improvements  as  a 
farmer  who  plans  to  pass  his  land  on 
to  the  next  generation.  After  John 
Hancock  took  over  a  270-acre  organic 
dairy  farm  in  Minnesota  that  had  won 
awards  for  its  conservation  efforts, 
chemical  use  increased  and  soil  ero- 
sion increased  tenfold. 

To  better  manage  what  they  have, 
Metropolitan,  Prudential  and  MONY 
have  each  purchased  farm  manage- 
ment companies.  These  firms  serve  as 
middlemen  between  owners  and  ten- 
ant-farmers, helping  to  determine 
which  crops  to  plant  and  what  im- 
provements to  make,  and  to  appraise 
and  sell  property.  Metropolitan  made 


the  biggest  purchase,  buying  Omaha- 
based  Farmers  National,  the  nation's 
largest  farm  management  company, 
with  4,000  properties  under  contract. 

All  three  insurers  say,  too,  that  they 
will  use  their  farm  management  pur- 
chases to  expand  the  financial  prod- 
ucts they  offer  the  farm  sector. 
"MONY's  whole  direction  has  been 
to  become  a  financial  services  com- 
pany," says  James  Melton,  who  envi- 
sions not  just  offering  conventional 
management  and  appraisal  services 
but  also  advising  farmers  on  account- 
ing, marketing  and  even  the  use  of 
futures  contracts.  "In  the  short  run 
we're  managing  farms  for  institu- 
tions. In  the  long  run  we'll  continue 
to  serve  the  investor  and  work  with 
more  sophisticated  farmers,"  he  says. 

Are  the  insurance  companies  saying 
"never  again"  to  farm  lending?  Not 
exactly.  But  like  a  lot  of  lending  insti- 
tutions, the  companies  want  to  earn 
their  money  in  fees  by  originating  and 
packaging  rather  than  just  by  holding 
loans.  While  loan  volume  is  down,  the 
industry  is  lobbying  Congress  to  allow 
it  to  repackage  farm  mortgages  and  sell 
them  into  the  secondary  market. 
"That  is  our  number  one  goal,"  says 
Les  Horsager,  Prudential's  vice  presi- 
dent for  agriculture,  who  sees  this  as  a 
way  to  build  loan  and  fee  volume  with- 
out tying  up  assets. 

Met  Life  and  the  others  may  not  be 
in  farming  by  choice.  But  these  days 
there  seem  to  be  several  lights  shining 
at  the  end  of  their  tunnel.  ■ 
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PLEASURE  BOAI 
BUT  HIS  PLEASUR 


Mr.  G.  Dale  Murray,  Chairman,  Murray  Industries  Inc., 
Manufacturer  of  Chris-Craft  boats 


©Visa  U.S.A.  Inc.  1986 
Chris-Craft  is  a  registered  nademark  of  Chris-Craft  Industries  Inc. 


£E  HIS  BUSINESS. 
OUR  BUSINESS. 


The  Visa  Premier  Card 

At  the  helm  of  his  company,  he's 
all  business,  but  when  he's  cruising 
for  pleasure,  no  premium  credit 
card  is  better  suited  to  his  lifestyle 
than  the  Visa®  Premier  Card. 

The  Premier  Card  has  a  mini- 
mum starting  credit  line  that's 
$3,000  higher  than  the  American 
Express  Gold  Card.  And  it's 
accepted  at  more  than  four  times  as 
many  hotels,  stores  and  restaurants 
worldwide.  Visa  also  gives  him 
access  to  over  five  times  as 
many  banks  and  cash  machines 
as  American  Express,  so  no 

matter  where  life  takes  him, 
he  can  get  cash  easily 
If  all  this  sounds  good  to 
you  and  you're  ready  to  enjoy 
these  advantages,  apply  for  a 
Visa  Premier  Card  today. 
It's  the 
in  every 


Mighty  Chevron  wants  to  buy  out  minority 
holders  of  land-rich  Huntington  Beach  Co. 
for  $66  million.  Whom  is  Chevron  kidding? 


Land  grab 


By  Thomas  Jaffe 


Huntington  Beach,  Calif.  Par- 
adise. The  waves  roll  in  so  reg- 
ularly you  can  surf  almost 
clear  across  the  white  sand  beach.  Just 
as  steady  is  the  ka-chunk  ka-chunk  of 
the  oil  pump  jacks  sunk  into  the 
beach  and  the  land  across  the  Pacific 
Coast  Highway. 

Beneath  this  Pacific  calm,  a  nasty 
takeover  fight  is  brewing.  Target:  the 
venerable  Huntington  Beach  Co., 
owner  of  2, 1 1 9  valuable  southern  Cal- 
ifornia acres.  The  holdings  include 
300  beachfront  acres  and  the  1,000- 
acre  Audie  Murphy  Ranch  in  River- 
side County,  named  for  the  war  hero 
turned  movie  actor  and  purchased  for 
$5  million  in  1984  from  Bob  Hope. 
HBC  wants  to  build  a  4,000-home 
community  on  that  parcel. 
What  is  this  chunk  of  paradise 


worth  today?  In  March,  Chevron 
Corp.  offered  $66  million — $650  a 
share — in  Chevron  stock  for  the  34% 
of  Huntington  Beach  Co.  it  doesn't 
already  own.  "Fire  sale,"  cries  John 
Norberg,  partner  at  Newport  Beach 
investment  banking  firm  Diehl  &.  Co. 
Even  discounting  the  company's  oil 
reserves  to  practically  nothing,  Nor- 
berg and  other  analysts  claim  Hun- 
tington is  worth  anywhere  from 
$1,000  to  $1,300  a  share.  And  it  could 
be  even  more. 

Huntington  Beach  Co.  is  a  piece  of 
California  history  as  well  as  an  energy 
and  real  estate  play.  The  company 
was  founded  in  1903  by  an  investor 
group  that  bought  a  so-called  dry 
ranch  by  the  town  of  Huntington 
Beach,  about  30  miles  south  of  Los 
Angeles,  subdividing  a  small  part  of 
the  property  into  house  lots. 

The  lots  never  sold  well.  But  in 


1920  the  Standard  Oil  Co.  of  Calif( 
nia  discovered  oil  in  Huntings 
Beach;  soon  after  it  struck  it  rich  ne; 
by  with  the  Bolsa  Chica  oil  gusher, 
the  early  1920s  Standard  (now  Che 
ron)  bought  66%  of  Huntington  Beai 
Co.  for  around  $4  million.  Now,  mq 
than  60  years  later,  Chevron  wail 
the  rest. 

For  the  oil?  Not  really.  Huntiri 
ton's  field  is  in  decline.  Huntings 
Beach  Co.'s  royalty  income  from  t 
767  acres  it  leases  for  onshore  dnllin 
as  well  as  a  net  profit  interest  fro 
two  offshore  leases,  fell  slightly  la 
year,  to  $6.4  million. 

Real  estate,  not  oil,  is  what  Che 
ron's  offer  is  about.  HBC's  earnin 
last  year  ($13.8  million  on  sales 
$35.6  million)  were  up  sharply — sor 
145% — over  the  year  before.  Most 
the  gain  came  from  property  develc 
ment.  Sales  are  sizzling  at  two  ne 
Huntington  Beach  residential  dev< 
opments  in  which  HBC  is  a  partm 
Elsewhere  it  booked  a  $15.5  milln 
pretax  profit  on  the  sale  of  its  inters 
in  a  shopping  center.  HBC  also  has 
rental  property  portfolio,  includi 
industrial  parks,  office  buildings  a: 
shopping  centers,  mainly  in  Oran 
and  Riverside  counties. 

Huntington  Beach  Co.'s  preside 
is  William  Foster,  55,  a  Chevron  a 
man  by  training.  "Twenty-four  yes 
ago,"  says  Foster,  "I  was  loaned  for 
days  to  see  whether  we  could  fit  sor 
development  between  the  oil  wells 

Foster,  of  course,  says  Chevron 
$650-a-share  offer  is  fair.  But  Jam 
Schmitt,  a  smart  real  estate  anal; 
who  runs  Somis,  Calif. 's  We 
country  Financial  and  has  look 
into  every  cranny  of  the  compan 
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Huntington  Beach  at  dusk 

Forget  oil.  It's  the  real  estate  they're  after. 
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al  estate,  thinks  the  offer  is  ridicu- 
usly  low. 

Schmitt  notes  that  HBC  recently 
•ntributed  some  land  to  two  luxury 
rvelopments,  SeaCliff  on  the  Greens 
id  Pacific  Ranch,  adjacent  to  HBC's 
:ach  property,  in  return  for  a  piece  of 
e  action.  The  contributed  land,  he 
ys,  was  valued  at  $9.56  a  square 
ot.  In  Schmitt's  opinion,  HBC's  300 
res  of  contiguous  beach  property  are 
obably  worth  at  least  $11  a  square 
ot,  giving  the  beach  property  alone  a 
lue  of  around  $150  million.  Yet 
levron's  offer  values  the  entire 
mpany  at  $195  million. 
Foster  says  valuations  like 
hmitt's  "fall  somewhere  between 
jghable  and  simplistic/'  True,  that 
reage  is  leased  for  oil  drilling.  But 
meday  this  could  change.  For  now, 
3C's  three  outside  directors  (and  the 
mpany's  largest  shareholders,  after 
levron)  are  evaluating  the  fairness 

Chevron's  offer.  The  three  are 
lomas  Crawford,  his  brother  John, 
d  Roy  (Ted)  Naftzger  Jr. — all  grand- 
ns  of  Huntington's  first  president, 
in  Vickers.  The  Crawford  brothers 
;  in  their  70s  and  retired  from 
iching.  Naftzger,  60,  is  still  an  ac- 
e  rancher  in  California  and  Oregon. 
Don't  expect  nostalgia  to  enter  the 
o's  calculations.  They  are  looking 
•  top  dollar,  period.  "It's  not  grand- 
jther's  picture  on  the  wall," 
iftzger  declares.  "It's  an  invest- 
ing just  like  any  other." 
Urging  the  Crawfords  and  Naftzger 

are  such  shrewd  investors  as  Na- 
mael  Greene  of  Wellington  Man- 
;ment  Co.  and  Edward  Bourbeau, 
,  a  broker  with  Drexel  Burnham 
mbert,  who  in  the  late  1940s  was 
;  original  marketmaker  for  Times 
rror  Co.  and  Tejon  Ranch  Co.,  an- 
ler  California  land-rich  company. 
Whatever  happens  with  HBC 
juld  happen  quickly.  In  the  early 
80s  the  company  contributed  prop- 
y  to  joint  ventures,  getting  in  ex- 
ange  guarantees  that  it  would  re- 
ve  property  of  equal  value  (to  avoid 
)ital  gains  taxation).  But  with 
anges  in  the  tax  code  probably  on 
i  way,  Huntington  must  use  up 
ne  $50  million  of  exchange  receiv- 
!es  on  property  before  the  end  of  the 
ir.  Assuming  whoever  controls  the 
npany  wants  to  leverage  those  ex- 
ange  guarantees  with  80%  financ- 
;,  HBC  could  be  in  the  market  for  as 
ich  as  $250  million  of  real  estate, 
at's  a  giant  step  for  a  company  that 
;an  the  year  with  total  assets  of  just 
11  million.  It  also  suggests  that 
evron  will  have  to  up  the  ante  sub- 
ntially  if  it  really  wants  to  be  Hun- 
gton  Beach  Co.'s  sole  proprietor.  ■ 
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10  HOURS  FASTER 
THAN  BRITISH  AIRWAYS. 

19  HOURS  FASTER 
THANKLM. 

16  HOURS  FASTER 
THAN  LUFTHANSA. 

NOBODY'S 
FASTER  TO  SOUTH  AFRICA 
THAN  SAA* 


Four  times  a  week,  SAA  flies  direct  from  New  York  to  South  Africa. 
Every  other  airline's  747  flights  detour  through  Europe.  And  cost  you  up 
to  19  hours  in  lost  travel  time.  See  your  travel  agent  or  call  us  now,  and 
get  down  to  business  the  fastest  way  with  SAA. 


Vestige 


Join  the  SAA  Prestige  Club,  and  your 
savings  continue  on  the  ground. 

Enjoy  room  upgrades  and  even  free  nights  at 
■■  fine  hotels.  Drive  the  first  two  days  free  in  a 
Hertz  or  Avis  rental  car.  Use  discounts  at  our 
world-famous  game  reserves.  Prestige  Club 
membership  is  complimentary  and  automatically  enrolls  you  in  SAA's 
Frequent  Flyer  Program.  To  join,  simply  return  this  coupon,  or  telephone 
1-800-SAA-CLUB.  In  New  York,  dial  212-593-1883. 


"Based  on  schedules  published  in  International  OAG, 
January.  1986  edition  using  New  York  City  as  gateway 


Please  send  color  brochures  and  a  Prestige  Club  application. 
I  understand  that  membership  is  free  and  entitles  me  to  full  benefits 
when  I  fly  the  fastest  airline  to  South  Africa. 
South  African  Airways,  900  Third  Ave.,  New  York,  NY  10022. 


Name . 


Address . 
City  


State 


Zip. 


FB1686 


SOUTH  AFRICAN  AIRWAYS 
...we  make  the  difference 


4  7 


Mazda  said,  j 

Sift**?)  iotcttO&i  tret,*  S  i  -5  £  JS  Steffi 

And  we  said... 


Translation:  "In  our  new  Michigan  plant,  we  need  an  integrated  factory  and  building  automation  syster, 
with  the  same  high  performance  and  dependability  we  engineer  into  our  cars." 


-  H  ft*' 


-HR5f f  If 


"  Yxite  speaking  our  language!' 


It  was  obvious  from  the  very  beginning  that 
Mazda's  approach  to  building  cars  and  Honey- 
well's technological  achievements  in  automation 
would  mesh  perfectly.  They  wanted  a  reliable 
supplier  who  knows  how  to  make  today's  sophis- 
ticated computer,  communications  and  control 
systems  work  together,  and  who  understands 
the  need  for  conscientious,  long-term  service. 

Working  together,  Mazda,  Honeywell, 
and  Yamatake-Honeywell  in  Japan  designed  an 
integrated  manufacturing  control  system 
based  on  Honeywell  and  Yamatake-Honeywell 
hardware  and  software.  In  addition,  Honeywell 


systems  will  control  factory  environment  and 
energy  use.  All  of  these  systems  are  engineered 
to  maintain  high  productivity  and,  at  the  same 
time,  insure  employee  comfort  and  efficient 
energy  management. 

Honeywell  can  help  you  automate.  We'll 
engineer  new  systems  as  we're  doing  for  Mazda, 
or  add  to  your  existing  equipment  step  by 
step.  And  we'll  service  any  part  of  the  systems 
we  develop,  including  equipment  from  other 
manufacturers.  So,  talk  to  Honeywell.  We'll 
show  you  how  working  together  works.  Call 
800-328-5111,  ext.  1569. 


Together,  we  can  find  the  answers. 


Honeywell 


What  happens  when  monopoly  suppliers 
suddenly  are  faced  with  competitors  deliv- 
ering the  same  products  at  lower  prices? 


Dear  pharmacist 


By  Allan  Dodds  Frank 


D 


ear  Pharmacist:"  began  the 
telegram  from  Sandoz  Pharma- 
ceuticals to  druggists  across  Illinois, 
"To  limit  your  liability 
.  .  .  dispense  only  Mellaril. 
.  .  .  The  Sandoz  Pharma- 
ceuticals pharmacist's 
product  liability  protection 
policy  will  not  defend  or  in- 
demnify a  pharmacist 
.  .  .  when  the  case  involves 
substitution  of  the  product 
of  another  manufacturer." 

Get  the  point?  If  you  sub- 
stitute a  generic  drug  for  one 
of  ours,  it's  not  our  problem 
if  you  get  sued.  The  tele- 
gram was  an  early  salvo  in  a 
three-year  drive  by  Sandoz 
and  other  patented  brand 
name  (ethical)  drugmakers 
to  spread  mistrust  of  cheap- 
er equivalents  manufac- 
tured by  competitors 


name  drugs,  and  ethical  drugmakers 
are  feeling  pinched.  In  1984  American 
Home  Products  sold  $500  million 
worth  of  three  big  drugs — Inderal,  Ati- 
van and  Serax — that  are  now  off  pat- 


Up  for  grabs 

Expiring  patents  on  moneymaking  drugs  mean  major 
pharmaceutical  companies  face  generic  competition. 

Products 
losing  patent 
Company                              by  1989 

Estimated 
1984  sales 
(Srnil) 

%  of 
total 
sales 

Merck  13 

$847 

24% 

Eli  Lilly  10 

839 

27 

American  Home  Products  7 

557 

12 

Pfizer  8 

542 

14 

Hoffmann-LaRoche  3 

395 

5* 

SmithKline  Beckman  2 

363 

12 

Upjohn  5 

363 

17 

Bristol-Myers  8 

255 

6 

Johnson  &  Johnson  2 

199 

3 

Warner-Lambert  4 

137 

4 

'Estimated                       Source.  Morgan  OlmstecuJ  Kennedy  & 

Gardner 

The  angst  of  ethical  manufacturers 
derives  from  a  1984  federal  law  great- 
ly streamlining  approvals  for  generic 
drugs.  These  are  drugs  copied  after  1 7- 
year  patents  held  by  various  brand 
name  manufacturers  have  expired. 

The  speed-up  means  that  by  1990 
generic  suppliers  are  expected  to  du- 
plicate nearly  all  the  top  100  patented 
prescription  drugs.  No  longer  do  man- 
ufacturers enjoy  the  fat,  postpatent 
profits  possible  when  regulatory  barri- 
ers meant  costly  waits  of  five  years  or 
more  to  get  approval  for  marketing  a 
generic.  Now,  FDA  approval  is  fast  and 
cheap.  That  means  a  huge,  $6  billion 
slice  of  the  $20  billion  pharmaceuti- 
cals market  is  coming  up  for  grabs. 

Nearly  $4  billion  in  sales  has  al- 
ready been  exposed  to  generic  compe- 
tition this  year  as  patents  have  ex- 
pired on  nine  of  the  top  ten  brand 


ent.  The  firm  faces  what  analysts 
think  could  be  as  much  as  a  25% 
market  share  decline  in  1986  in  those 
products.  Stakes  are  even  bigger  for 
Merck  and  Eli  Lilly.  Each  will  lose 
patent  protection  by  1990  for  ten  or 
more  patented  products  totaling  more 
than  $800  million  annual  sales. 

Thus,  to  preserve  margins  in  the 
face  of  eroding  sales,  brand  name 
manufacturers  this  year  have  boosted 
prices  by  10%  to  20%  or  more  on 
most  drugs  still  patented.  Some  ethi- 
cal manufacturers  are  even  making 
generics  themselves.  One,  American 
Home,  this  spring  bought  majority 
control  of  Quantum  Pharmics,  a  New 
York  manufacturer  that  produces  a 
major  generic  competitor  to  Ameri- 
can Home's  tranquilizer,  Ativan, 
which  last  year  had  estimated  domes- 
tic sales  of  nearly  $125  million. 


Meanwhile,  the  ethical  manufao 
turers  are  not  unhappy  when  ques 
tions  get  raised  about  the  efficacy  o 
generic  drugs.  One  of  the  most  aggres 
sive,  American  Home  Products,  i 
funding  the  Philadelphia  College  o 
Pharmacy  &  Science  to  question  thi 
efficacy  of  generics,  and  has  also  hirei 
doctors  to  tour  the  country  promoting 
brand  name  use.  The  company  alsi 
runs  advertisements  in  medical  publi 
cations  raising  doubts  about  generii 
substitutes  for  Inderal,  the  firm' 
bestselling  hypertension  medicine 
With  nearly  a  dozen  cheaper  generii 
competitors  on  the  market,  anothe 
manufacturer,  Hoffmann-LaRoche 
Inc.,  now  carves  a  distinctive  "V"  ii 
its  Valium  tranquilizer  tablets  to  en 
courage  consumers  to  ask  for  th< 
brand  name. 

But  are  brand  name  drugs  truly  bet 
ter?  The  answer,  it  seems:  not  much,  i 
at  all.  Problems  with  patients  usinj 
generics  seem  to  be  statistically  insig 
nificant.  Says  Dr.  Peter  Rheinstein 
director  of  the  FDA's  offia 
of  drug  standards:  "Then 
are  a  number  of  people  try 
ing  to  make  you  believe  thai 
somehow  the  active  ingredi 
ent  that  comes  from  thq 
brand  name  drug  has  a  dif  f  er  |3G 
ent  or  better  effect.  That  has 
not  been  borne  out  in  an> 
tests  we've  seen." 

Now  the  generic  manu 
facturers  are  fighting  back 
Three  months  ago  a  Pittsi 
burgh  generics  manufacture 
er,  Mylan  Laboratories  Inc., 
won  nearly  $1  million  from 
Sandoz  in  an  out-of-court 
settlement,  after  threaten 
ing  to  sue  the  firm  for  smeai 
tactics  in  its  antigeneric 
campaign.  The  settlement 
followed  a  censure  of  Sandoz  severa 
months  earlier  by  the  U.S.  Food  &.  Drug 
Administration,  which  charged  the 
company  with  "flagrant,  repeated  and 
willful"  violations  of  U.S.  drug  mar- 
keting regulations.  The  FDA  forced 
Sandoz  to  send  49,112  pharmacists 
retractions  of  statements  made  by  the 
firm  that  disparaged  generics. 

Overall,  the  antigeneric  campaign 
seems  to  have  backfired.  By  attacking 
the  products,  the  ethical  drug  compa- 
nies have  focused  attention  not  just 
on  generics  but  on  price  increases  hn 
stituted  by  brand  name  manufacturj 
ers  to  keep  profits  up  in  the  face  of 
new  competition.  By  bad-mouthing 
their  new  competitors  instead  of  com-i 
peting  with  them  head-on,  brandi 
name  manufacturers  are  simply 
teaching  an  entire  class  of  consumers 
to  be  mistrustful  of  their  claims.  ■ 
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¥7  hen  you  first  handle  a  Patek  Philippe,  you  become 
rV  aware  that  this  is  a  watch  of  rare  perfection, 
e  know  the  feeling  well.  We  experience  a  sense  of 
ide  every  time  a  Patek  Philippe  leaves  the  hands  of 
lr  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
lifetime. 

e  made  this  watch  for 
>u  —  to  be  part  of  your 
|  —  because  this  is  the 
ay  we've  always  made 
atches. 

nd  if  we  may  draw  a  con- 
jsion  from  five  genera- 
ls of  experience,  it  will 
i  this:  a  Patek  Philippe 
:>esn't  just  tell  you  the 
ne,  it  tells  you  something 
)out  yourself. 


PATEK  PHILIPPE 

GENEVE 


or  a  comprehensive  presentation  of  Patek  Philippe  timepieces,  please  send  $5  -  or  for  a  simple  brochure  of  current  styles 

Patek  Philippe,  10  Rockefeller  Plaza,  Suite  629  -  F,  New  York,  NY  10020. 


SHERATON 


IF  YOU  WANT  MORE  FROM 
YOUR  HOTEL,  JOIN  THE  CLUB. 

INTRODUCING  SHERATON  CLUB  INTERNATIONAL? 

The  first  worldwide  frequent  guest  program 
built  around  your  needs  and  dreams. 

MORE  RECOGNITION.  Club  members  get  up- 
graded accommodations  whenever  available 
at  check-in.  You  choose  your  own  check-out 
time  up  to  4  RM.  And  enjoy  other  benefits. 

MORE  REWARDS.  You  earn  award  points  for  free 
Sheraton  vacations,  worldwide  travel,  or 
fabulous  merchandise  from  our  Club 
Boutique  Collection* 

ENROLL  NOW.  It  costs  $25  to  enroll  in  the  Club. 
Join  now  and  you'll  receive  a  bonus  package 
with  special  offers  worth  more  than 
ten  times  the  fee. 
For  full  details  and  immediate  enrollment  in 
Sheraton  Club  International  call: 

800-228-5002. 

Major  credit  cards  honored. 

(§) 

Sheraton 

•Merchandise  available  in  US  and  Canada  only  The  hospitality  people  Of 

Sheraton  Club  International  is  a  registered  service  mark  of  _  ___  ___ 

The  Sheraton  Corporation .  I     I     I  ' 
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IN  THE 

CONTINENTAL  U.S.: 
ALASKA: 

Anchorage.  Sheraton 
Anchorage  Hotel 

ARIZONA: 

Tucson,  Sheraton 
Tucson  El 
Conquistador  Golf 
and  Tennis  Resort 

CALIFORNIA: 

SOUTHERN  CALIFORNIA 
Los  Angeles, 

Miramar  Sheraton  Hotel 

Sheraton  Grande 

Hotel 

Sheraton  Plaza  st\ 
LaReina  w 
Sheraton  Premiere 
Hotel 

Sheraton  at 
Redondo  Beach 
(Opening  Winter  1987) 
Sheraton  Universal 
Hotel 

Palm  Springs. 
Sheraton  Plaza 
Palm  Springs  Resort 
and  Racquet  Club 

San  Diego/Harbor  Island, 
Sheraton  Grand 
on  Harbor  Island  /T\ 
Sheraton  Harbor  w 
Island  Hotel 

NORTHERN  CALIFORNIA 
Monterey,  Sheraton 

Monterey 
San  Francisco, 

Sheraton  at 

Fisherman's  Wharf 

Sheraton  Palace  Hotel 

COLORADO: 
Denver,  Sheraton  /tn 

Denver  Airport 
Steamboat  Springs, 

Sheraton  Village 

Inn  &  Conference 

Center 

CONNECTICUT: 
Hartford,  Sheraton 

Hartford  Hotel 
Stamford,  Sheraton 

Stamford  Hotel  & 

Towers 

DISTRICT  OF 
COLUMBIA: 
Sheraton  Carlton  Hotel 
The  Sheraton 
Grand  on  Capitol  Hill 
Sheraton 
Washington  Hotel 

FLORIDA: 

Miami  Beach/Bal  Harbour. 

Sheraton  Bal  Harbour 
Orlando/Disney  World, 

Sheraton  World 
Palm  Coast, 

Sheraton  Palm 

Coast  Resort 

GEORGIA: 
Savannah,  Sheraton 
Savannah  Resort 

ILLINOIS: 

Chicago,  Sheraton  Plaza 

LOUISIANA: 
New  Orleans, 

Sheraton  New  Orleans 

Hotel  &  Towers 

MARYLAND: 
Baltimore,  Sheraton 
Inner  Harbor  Hotel 

MASSACHUSETTS: 
Boston.  Sheraton 

Boston  Hotel  &  Towers 

MISSOURI: 

St  Louis,  Sheraton 

St.  Louis  Hotel 

Sheraton  West  Port  Inn 


NEW  JERSEY: 
East  Rutherford, 
Sheraton 
Meadowlands  Ho 
(Opening  Sept.  1! 

NEW  YORK: 

New  York.  St.  Regis 
Sheraton  Hotel 
The  Sheraton 
Centre  Hotel  & 
Towers 
Sheraton  City 
Squire 

Sheraton  Russell 
Hotel 

NORTH  CAROLINA: 

Greensboro, 
Sheraton 
Greensboro  Hote 

OKLAHOMA: 
Tulsa,  Sheraton 
Kensington  Hotel 

PENNSYLVANIA: 

Philadelphia. 
Sheraton 
Society  Hill 
(Opening  July  198 

TENNESSEE: 
Nashville.  Sheraton/ 
Music  City  Hotel « 

TEXAS: 

Dallas.  Sheraton 
Dallas  Hotel  & 
Towers 
Sheraton  Park 
Central  Hotel  & 
Towers 

UTAH: 

Salt  Lake  City, 
Sheraton  Triad 
Hotel  &  Towers 

VIRGINIA: 

Richmond,  The 
Jefferson  Sherat 
Hotel  (Now  Open) 

WASHINGTON: 
Seattle,  Seattle 

Sheraton  Hotel  & 

Towers 

IN  HAWAII: 
Hawaii,  Sheraton 

Royal  Waikoloa 

Hotel 
Kauai.  Sheraton 

Coconut  Beach 

Hotel 

Sheraton  Kauai 

Hotel 

Sheraton 

Princeville  Hotel 
Maui.  Sheraton  Maui 

Hotel 
Molokai,  Sheraton 

Molokai  Resort 
Oahu,  Royal  Hawaiiai 

Hotel 

Sheraton 

Makaha  Resort 

and  Country  Club 

Sheraton 

Moana  Hotel 

Sheraton  Princess 

Kaiulani  Hotel 

Sheraton 

Waikiki  Hotel 

Surfrider  Hotel 

IN  CANADA: 
NOVA  SCOTIA: 
Halifax.  Halifax 
Sheraton 

ONTARIO: 

Toronto,  The 

Sheraton  Centre 
Hotel  &  Towers 

QUEBEC: 

Montreal,  Le Centre 
Sheraton  Hotel  & 
Towers 


And  other  fine  locations  worldwide. 


USINESS  IN   SOUTHERN  CALIFORNIA 


?ATON  HARBOR  ISLAND  HOTEL,  SAN  DIEGO,  CA  /  600  LUXURIOUS  GUEST  ROOMS  &  SUITES  /  2  OUTDOOR  POOLS  /  HEALTH  CLUB  /  TENNIS  COURTS 


JATON  GRAND  ON  HARBOR  ISLAND,  SAN  DIEGO,  CA  /  356  LUXURIOUS  GUEST  ROOMS  &  SUITES  /  WATER  SPORTS  /  24-HOUR  ROOM  SERVICE 

^OMETO  SHERATON 


IN  LOS  ANGELES: 

MIRAMAR  SHERATON,  Santa  Monica:  Facing  the  beach  with  a  spectacular 
ocean  view  and  solar-heated  pool. 

SHERATON  GRANDE,  Los  Angeles:  5-star  hotel  located  near  the  World 
Trade  Center  and  financial  district,  with  butler  service  on  every  floor. 
SHERATON  PLAZA  LA  REINA,  Los  Angeles:  Elegant  hotel  adjacent  to  the 
Los  Angeles  International  Airport. 

SHERATON  PREMIERE,  Universal  City:  A  5-star  hotel  high  atop  the  Hollywood 
Hills,  with  spacious  guest  rooms  and  stunning  interiors. 
SHERATON  UNIVERSAL,  Universal  City:  Overlooks  Hollywood's  famous 
Universal  Studios. 

OTHER  CALIFORNIA  LOCATIONS: 

MONTEREY  SHERATON:  New  downtown  scenic  location,  facing  the  bay, 
with  a  skywalk  to  the  Convention  Center. 

SHERATON  AT  FISHERMAN'S  WHARF,  San  Francisco:  Just  one  mile  from  the 
financial  district  and  one  block  from  the  bay. 

SHERATON  HARBOR  ISLAND  HOTEL,  SHERATON  GRAND  ON  HARBOR  ISLAND, 

San  Diego:  Two  luxurious  hotels  surrounded  by  the  beautiful  San  Diego  Bay, 
with  convenient  access  to  the  airport  and  business  district. 
SHERATON  PLAZA  PALM  SPRINGS:  Features  the  comforts  of  a  fabulous  resort 
as  well  as  meeting  facilities  for  small,  intimate  conferences  and  the  elegant 
Horizon  Ballroom  for  larger  business  meetings. 


SHERATON 

OL«U»B 

INTERNATIONAL" 

C.  D.  MOORE 

Cfll23M5b 
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JOIN  SHERATON 
CLUB  INTERNATIONAL5" 

The  world's  most  rewarding  guest 
recognition  and  award  program. 
Call  800-228-5002. 


Sheraton 

The  hospitality  people  of 

ITT 

800-325-3535 

Or  call  your  Travel  Agent. 


Catalyst  Energy's  John  Kuhns 

"The  winds  are  shifting  in  energy. 


Catalyst  Energy  Chairman  James  Lowrey 
One  of  Wall  Street's  hard  drivers. 


as  hv  Mike  Fulle 


The  Up  &  Comers 


Dealmakers 


Is  building  power  plants  a  prosaic  busi- 
ness? Maybe,  but  there  s  nothing  dull  about 
the  wealth  created  by  Catalyst  Energy  De- 
velopment Corp.  s  founders. 


Power  brokers 


By  Barry  Stavro 


How's  this  for  an  almost  in- 
stant success  story  worthy  of 
the  late-20th  century?  Four 
years  ago  John  Kuhns,  then  32, 
teamed  with  ex-Salomon  Brothers 
partner  James  Lowrey,  then  43,  one  of 
Wall  Street's  real  young  comers.  Bob- 
bing and  weaving  through  the  tax 
code  and  public  utility  red  tape,  the 
duo  created  Catalyst  Energy  Develop- 
ment Corp.  Last  year  Catalyst  earned 
$2.7  million  on  revenues  of  $36.5  mil- 
lion. Next  year,  unless  something 
goes  terribly  wrong,  the  company  will 


gross  $500  million  and  earn  around 
$18  million.  Kuhns'  stock  is  already 
worth  about  $9  million,  Lowrey  and 
his  family's  holdings,  $90  million.  All 
inside  54  months. 

Catalyst  Energy  Development?  It 
competes  in  the  unregulated  or  light- 
ly regulated  end  of  the  energy  busi- 
ness, taking  advantage  of  changes  in 
the  energy  laws  that  encourage  build- 
ing smaller  power  plants.  The  timing 
is  good  because  the  big,  regulated  util- 
ities are  afraid  of  cost  overruns  and 
hostile  rate  regulators  and  so  are  re- 
luctant to  build  new  power  plants 
themselves. 


According  to  Catalyst  Chief  Execu-i 
tive  Officer  Kuhns,  who  tried  out  for) 
the  Washington  Redskins  but  then 
went  on  to  Harvard  Business  Schooll 
instead,  financing  a  power  plant  isn't 
all  that  different  from  your  basic  real) 
estate  deal.  Catalyst  first  signs  up 
utilities  to  buy  all  its  electric  powei 
on  long-term  contracts,  then  uses 
those  contracts  to  secure  financing, 
and  then  builds  the  plant.  Says  Kuhns: 
"We  go  to  [lenders]  and  say,  'Oui 
[power  plant]  building  is  going  to  be 
100%  leased  up  before  a  spade  goes  in 
the  ground.  Now  how  can  you  tell  us 
that  is  a  risky  proposition?'  " 

Agrees  John  Strangfeld  of  PruCapi- 
tal,  which  has  lent  money  for  several 
Catalyst  projects,  "Most  of  these 
deals  have  very  predictable  econom- 
ics: a  very  high  upfront  capital  cost; 
very  predictable  cash  flow  and  very 
low  operating  costs." 

In  Catalyst's  early  deals,  equity 
capital  came  from  individual  inves-i 
tors,  via  limited  partnerships  sold  b> 
Kuhns  and  Lowrey,  a  man  who  is 
hard-driving  even  by  Wall  Street  stan- 
dards (Forbes,  Nor.  21,  1983).  Kej| 
here  is  that  debt  in  these  power  plam 
deals  is  nonrecourse,  as  in  real  estate 
financings. 

In  1983  Catalyst  finished  its  first 
deal,  a  $7.1  million  hydroelectric  proj 
ect  in  California.  Kuhns  signed  uj 
Pacific  Gas  &  Electric  to  buy  the  pow 
er  on  a  long-term  contract,  arrangec 
for  a  construction  firm  to  build  the 
plant  and  set  up  the  partnership.  The 
limited  partners  get  accelerated  del 
preciation  and  99%  of  any  profits  ove: 
five  years. 

Where  does  Catalyst  come  in?  I 
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gets  a  developer's  fee  for  arranging  the 
deal,  and  gets  1%  of  the  profits  for  the 
first  five  years,  but  thereafter  in- 
creases its  share  until  it  reaches  50% 
after  20  years.  In  more  recent  deals, 
Catalyst  has  shifted  tactics  some- 
what, taking  a  bigger  equity  stake  in 
smaller  deals,  and  relying  on  sale- 
leasebacks  in  larger  deals.  In  the  latter 
situation,  say,  a  credit  corporation 
buys  the  plant,  takes  the  depreciation 
and  receives  lease  payments  from 
Catalyst. 

Not  content  with  developing 
plants,  Kuhns  has  also  been  buying 
them.  Last  year  Catalyst  paid  Balti- 
more Gas  &  Electric  $10.5  million 
($500,000  cash)  for  its  60-year-old  dis- 
trict steam  heating  system.  Steam 
heating  districts  are  still  common  in 
many  older  cities,  remnants  of  turn- 
of-the-century  technology  that  heats 
downtown  buildings  through  a  maze 
of  pipes.  Catalyst  stepped  in,  spent 
$1.5  million  to  hook  up  to  a  nearby, 
low-cost  trash-to-steam  plant  that 
cuts  its  steam  costs,  and  is  hustling 
up  new  business.  Steam,  unlike  elec- 
tricity, isn't  regulated  in  many  cities. 
By  boosting  capacity  Kuhns  figures  he 
can  earn  a  20% -plus  aftertax  return. 

Cash  flow  from  the  Baltimore 
steam  operation  ought  to  hit  $2.5  mil- 
lion this  year.  Catalyst  has  since 
bought  steam  systems  in  St.  Louis  and 
Youngstown,  Ohio,  and  Kuhns  is  hop- 
ing to  add  to  his  collection. 

"We're  at  the  very  early  stages  of 
seeing  the  generation  of  electric  pow- 
er becoming  deregulated, "  adds  Alfred 
Humphries,  who  follows  Catalyst  for 
brokers  Hanifen,  Imhoff.  "These  guys 
are  not  afraid  to  think  big." 

Kuhns  and  Lowrey's  boldest  move 
by  far  was  this  spring's  battle  for  Ala- 
mito  Co.,  an  Arizona  power  wholesal- 
er, which  sells  electric  power  to  two 
utilities  on  long-term  contracts  and 
owns  interests  in  two  coal-fired  pow- 
er plants.  Alamito's  management 
tried  to  buy  the  company  for  $110  a 
share,  but  a  Catalyst-led  group  (in- 
cluding Donaldson,  Lufkin  &  lenrette 
and  Bear,  Stearns)  won  Alamito  for 
$165  per  share,  $376  million  in  all. 

A  steep  price?  Not  really.  Alamito's 
cash  flow  will  run  $100  million  this 
year,  more  than  adequate  to  service 
the  debt  Catalyst  and  its  partners  took 
on — assuming,  that  is,  Alamito's  cus- 
tomers are  unsuccessful  in  their  cur- 
rent effort  to  void  their  contracts  with 
the  wholesaler. 

With  Alamito's  results  consolidat- 
ed on  Catalyst's  financials,  analysts 
figure  Catalyst  will  earn  $18  million 
($1.45  a  share)  on  sales  of  $500  mil- 
lion by  next  year.  Not  bad  for  a  com- 
pany that  was  little  more  than  a 


gleam  in  Jim  Lowrey's  eye  only  a  few 
years  ago. 

Kuhns  and  Lowrey  took  Catalyst 
public  in  December  1984  at  6.  The 
stock  recently  traded  (o-t-c)  at  around 
18,  over  10  times  next  year's  possible 
earnings.  Isn't  that  a  bit  rich — espe- 
cially considering  that  Catalyst  will 
have  piled  over  $900  million  of  (most- 
ly nonrecourse)  debt  on  about  $140 
million  in  net  worth?  "Cash  flow  is 
the  number  to  look  at,  not  earnings 
per  share,"  says  Ed  Korff,  portfolio 
manager  for  IDS  Discovery  Fund, 
which  holds  400,000  Catalyst  shares. 
After  consolidating  Alamito,  Cata- 
lyst's cash  flow  should  exceed  $30 
million  next  year,  or  somewhere 
around  $2.50  per  share. 

There  is  a  snake  in  this  Eden.  The 
snake's  name  is  reform.  The  Senate 
tax  bill  would  eliminate  investment 
tax  credits  and  decelerate  accelerated 
depreciation  schedules.  That  effec- 


There  is  a  snake  in  this 
Eden.  Tax  reform  would  end 
s  ale  leaseback  financing . 
but  Kuhns  has  new  equity 
instruments  in  mind. 


tively  means  an  end  to  the  sale-lease- 
back  financing  Catalyst  has  used  on 
some  of  its  larger  deals.  Catalyst  does, 
however,  have  four  hydroelectric  proj- 
ects in  the  works,  including  two 
worth  $1.2  billion,  which  should  be 
grandfathered  in  because  the  con- 
tracts were  signed  before  this  year. 

But  remember:  One  man's  tax  re- 
form is  another's  opportunity.  One 
possibility,  Kuhns  says,  is  to  offer  new 
equity  instruments,  such  as  certifi- 
cates of  ownership,  which  would  give 
shareholders  a  piece  of  the  project's 
profits,  similar  to  the  workings  of  oil 
royalty  trusts.  Another  possibility  is 
to  focus  on  smaller  projects,  under 
$30  million,  in  which  Catalyst  carl 
keep  the  equity  interest  itself,  rather 
than  split  it  with  partners.  Here  the! 
Baltimore  steam  system  would  be  the 
working  model. 

"Things  are  going  to  go  wrong,  no 
question  about  it.  We  do  not  have  a 
foolproof  formula,"  Kuhns  says.  But, 
he  adds,  "We  have  to  move  fast  be- 
cause the  winds  are  shifting  in  tha 
regulated  energy  business.  You  can't 
sit  still.  We  hope  to  have  50  large 
projects  and  maybe  200  small  ones  b' 
1990."  The  pace  of  development  wof 
ries  investor  Korff  a  bit:  "I'd  prefer  h 
cut  that  (schedule]  in  half."  But  Korff 
isn't  selling,  nor  are  Lowrey  and 
Kuhns  and  other  insiders,  who  still 
own  44%  of  the  stock. 
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IsThereA  Doctor 
InThe  House? 


If  you  had  needed 
thopedic  surgery  early  last 
mmer,  upstate  New  York  was 
)t  the  place  to  be. 

With  over  sixty  specialists 
gistered  in  two  populous 
•unties,  less  than  a  handful 
3uld  perform  surgery. 

The  reason:  massive 
alpractice  insurance  premium 
creases. 

These  increases  caused 
me  doctors  to  switch  from 
it-prone  practices  to  lower- 
k  practices.  Other  specialists 
)ted  for  early  retirement. 

New  York's  physicians 
bn't  the  only  ones  that  are 
leaguered.  American  Medical 
sociation  data  indicate  nearly 
luarter  of  the  nation's  doctors 
ve  been  sued.  The  figure  leaps 
sixty  percent  for  obstetricians. 


The  malpractice  crisis 
mirrors  many  difficulties  that 
corporate  America  is  having 
with  its  own  coverages.  The 
problems  are  being  driven  by 
plaintiff  zeal  to  hit  it  big  in  the 
"litigation  lottery." 

Courts  continue  to 
expand  the  definition  of  liability, 
edging  it  ever  closer  to  absolute. 

Juries  have  tripled  their 
awards  in  just  one  decade.  Last 
year,  product  liability  awards 
averaged  $1,070,000. 

Rampant  law  suits  and 
megadollar  awards  are  driving 
insurance  costs  up  and  insurers 
away. 

As  a  result,  there  is  far  less 
coverage  available  today,  and  it 
costs  far  more. 

That's  why  companies 
cannot  easily  find  liability 


coverage  for  their  directors  and 
officers.  And  why  companies  are 
worried  about  survival  in  the 
absence  of  critical  coverages. 
And  why  many  doctors  are 
wondering  if  they  can  continue 
in  practice. 

In  our  view,  it  is  time  for 
court  reform.  Legislators  must 
understand  that,  in  the  end,  it  is 
the  public  who  pays  for  a  legal 
system  that  confuses  extravagant 
"rewards"  with  legitimate  awards. 

We  must  encourage  our 
lawmakers  to  act. 


JOHNSON 
J&LTIGGINS 

Consulting  on  a  lot  more  than  insurance. 


The  Up  &  Comers 


Fumbles 


Launching  Wheeler  Airlines  was  Warren  Wheeler's 
dream.  But  dreams  alone  do  not  make  for  survival  in 
the  brutal  skies  of  commuter  aviation. 

Twelve  o'clock  low 


By  Janet  L.  Fix 

THERE  WAS  ONE  PASSENGER  and  15 
empty  seats  on  Wheeler  Airlines' 
flight  1  from  Washington,  D.C.'s  Na- 
tional Airport  to  Richmond  Interna- 
tional in  Richmond,  Va.  one  recent 
morning.  Two  passengers  bound  for 
Raleigh,  N.C.  boarded  at  Richmond 
and  went  on  to  Raleigh.  But  on  the 
return,  flight  44  flew  to  D.C.  with 
one  passenger,  after  making  one  stop 
and  skipping  a  scheduled  stop  in 
Richmond.  "No  need  for  it,"  the  copi- 
lot shouted.  "We  radioed  ahead,  and 
there's  nobody  waiting  on  us." 

Little  wonder.  Few  travelers  have 
heard  of  Warren  Wheeler's  belea- 
guered airline.  Fewer  still  have  flown 
on  it.  The  Raleigh,  N.C. -based  com- 
muter line  serving  Virginia  and  North 
Carolina  flies  with  an  average  25% 
load  factor,  far  below  the  35%  to  40% 
Wheeler  says  he  needs  to  break  even. 

Under  the  circumstances,  it's  a 
wonder  that  Wheeler,  42,  has  man- 
aged to  keep  his  company  aloft  for  17 
years.  Over  51  other  commuter  lines 
have  gone  bust  in  the  past  24  months. 
Wheeler  filed  for  Chapter  1 1  protec- 
tion last  October.  Says  Wheeler:  "We 
made  foolish  mistakes." 

At  least  he  made  them  with  his  and 
his  family's,  not  the  public's,  money. 
Wheeler,  his  74-year-old  mother  and 
an  older  sister  (who  succeeded  her 
father  as  president  of  Mechanics  and 
Farmers  Bank  in  Durham,  N.C),  to- 
gether control  55%  of  the  company. 
The  other  45%  is  owned  by  several 
flying  enthusiasts. 

Starting  Wheeler  Airlines  was 
Wheeler's  dream.  He  became  a  stu- 
dent pilot  at  age  15  and  earned  his 
private  pilot's  license  at  17.  Born  and 
raised  in  Durham,  N.C,  Wheeler 
could  have  followed  his  father  into 
banking.  But  by  19  he  knew  he  want- 
ed to  make  flying  a  career. 

In  1963  getting  hired  by  a  major 
airline  wasn't  easy.  There  were  few 
black  commercial  pilots  and  little  op- 
portunity for  Wheeler  to  acquire  the 


Wheeler  Airlines'  Warren  Wheeler 
"We  made  some  mistakes." 

flying  time  he  needed  for  his  commer- 
cial license.  So  he  leased  a  single-en- 
gine plane  and  opened  a  flying  school. 
In  1966  Wheeler  got  a  job  flying  for 
Piedmont  Airlines  and  became  one  of 
the  industry's  ten  black  pilots.  He 
still  flies  two  days  a  week  for  Pied- 
mont. The  other  three  days  he  spends 
in  his  tiny,  cluttered  office  in  a  corru- 
gated steel  hangar. 

In  1969  Wheeler  secured  a  Small 
Business  Administration  loan  for 
$15,000  and  used  $7,000  borrowed 
from  his  father  as  well  as  his  own 
savings  to  buy  a  twin-engine  plane  so 
he  could  open  a  small  charter  service 
and  flight  school. 

Wheeler  won  a  major  victory  in 
1972  when  he  got  a  contract  to  haul 
canceled  checks  daily  between  local 
banks  and  the  Federal  Reserve  Bank 
offices  in  Charlotte  and  Richmond. 
That  same  year  he  started  passenger 
service,  becoming  one  of  the  first 
commuter  lines  in  the  Carolmas. 

"If  I'd  stuck  to  that,"  Wheeler  rues, 
"I'd  have  been  fine." 

But  he  didn't.  In  1978,  "I  misread 
deregulation,"  he  admits.  "I  thought 
it  meant  we  should  run  off  and  expand 
like  crazy."  Wheeler  tripled  his  fleet, 
quadrupled  the  number  of  airports 
that  he  served  and  wound  up  with  no 
clear  idea  of  how  to  manage  such  an 
operation — the  classic  small  busi- 
nessman's mistake  of  pushing  sales 
growth  at  the  expense  of  financial 
controls  and  profitability. 


"At  the  height  of  our  foolishness  w 
had  six  single-engine  planes,  fiv 
Beechcraft  99s,  a  40%  load  factor,  5 
employees,  $5  million  in  sales  an 
zero  profitability,"  Wheeler  recounts 
But,  he  adds:  "Our  bookkeeper  wa 
running  45  days  behind.  When  we  f: 
nally  got  smart,  we'd  lost  $800,000  i 
eight  months." 

As  early  as  1980  Wheeler  tried  t 
convince  the  region's  dominant  earn 
er,  Piedmont,  to  allow  Wheeler  flight] 
to  show  up  under  the  Piedmont  desia 
nation  on  computer  reservation  sya 
terns.  Such  deals  are  now  critical  fq 
commuter  lines.  But  in  1984  Pieq 
mont  allied  itself  with  a  Wheeler  rj 
val.  Wheeler's  passenger  load  dov) 
from  5,000  passengers  a  month  t 
1,800,  making  Wheeler's  Chapter  1 
filing  inevitable. 

Last  January  Beechcraft  repossesse 
three  planes,  leaving  Wheeler  wit 
one  Beechcraft  99  to  ply  a  few  con 
muter  routes  and  several  single-er 
gine  courier  planes. 

All  is  not  lost.  Wheeler  Airline 
still  grosses  about  $720,000  a  year  i 
commuter  revenues,  $412,000  a  yea 
from  Federal  Reserve  contracts  (r« 
newable  every  few  years)  am 
$214,000  a  year  from  a  federal  subsidf! 
for  flying  unprofitable  routes  othej 
airlines  have  rejected.  That  totals  $1., 
million.  But  Wheeler  says  he  needs  a 
least  $1.45  million  to  emerge  frorl 
Chapter  11.  He  has  cut  expenses  b 
reducing  cities  served  from  12  to 
and  trimmed  staff  from  55  to  19.  No\ 
Wheeler  is  looking  for  corporate  clj 
ents  that  need  regular  charter  service 
Du  Pont  recently  turned  him  down. 

With  Wheeler  Airlines  Vice  Presi 
dent  Anthony  Parker,  32,  also  a  piloi 
running  the  company's  day-to-day  op 
erations,  Wheeler  says,  quietly,  of  hi) 
responsibilities:  "I'm  more  of  a  finan 
cial  adviser  now,  although  I  haven' 
done  so  well." 

Maybe  so,  but  you  can't  alway 
measure  business  achievement  by  thj 
numbers  alone.  "I  wouldn't  be  a  pile 
today  if  Warren  Wheeler  hadn't  give: 
me  an  opportunity  to  fly,"  says  Lind 
Richmond,  34,  who  hopes  to  be  hire 
by  a  major  airline  as  one  of  a  few  blac. 
women  pilots  flying  in  the  nation 
Since  he  began  his  business,  Wheele 
says  he  has  helped  150  pilots,  25%  c 
them  black,  win  their  commercis 
aviation  wings. 

"We'll  keep  flying  as  a  commuter, 
Wheeler  vows.  "The  question  is  ho\ 
long.  We'll  hope  the  industry  turn 
around  and  provides  us  a  nich) 
again."  Whether  Wheeler  Airline 
makes  it  or  not,  Warren  Wheeler,  uri 
like  many  dreamers,  at  least  turne 
his  dream  into  a  reality.  ■ 
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Rule:  Most  PCs  run  one  program  at  a 
time. 

Exception:  Simul-Task  on  the  AT&T 
PC  6300  PLUS  gives  you  true 
multi-tasking  power:  Your  PC  can 
work  the  way  you  do.  So  you  can 
write  a  letter  while  you  pull  sales 
figures  from  a  remote  source.  Or 
work  on  a  spreadsheet  while  you 
send  electronic  mail. 

Rule:  Switching  programs  usually 

means  wading  through  commands. 

Exception:  Simul-Task  on  the  AT&T 
PC  6300  PLUS  lets  you  switch 
between  programs  with  a  single 
keystroke.  If  you're  working  on  a 


spreadsheet,  you  can  start  calculc  !e:P( 
ing,  leave  it  to  call  up  inventory  in 
mation  or  read  electronic  mail, 
then  return  to  find  the  spreadsheet 
has  completed  your  calculations .    f ( ( 


Rule:  Sharing  information  between 
programs  can  be  complicated  and 
costly. 

Exception:  Simul-Task  on  the  AT&T 
PC  6300  PLUS  helps  you  integral 
work  from  one  program  into 
another.  So  you  can  get  receivable 
information  from  a  remote  data- 
base, convert  it  to  a  chart  or  grapl 
and  then  incorporate  that  into  the 
report  you're  writing. 
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3:  PCs  only      m  ^mmm 
work  when  ^^^^^^ 
you're  there  to  work  them, 
eption:  Simul-Task  on  the  AT&T 
PC  6300  PLUS  lets  you  program 
your  PC  to  run  unattended  any 
time  you  choose. 

So  by  doing  critical  tasks— like 
running  sales  reports— at  less  criti- 
cal times,  Simul-Task  gives  you 
more  productive  hours  in  every  day. 


rHE  COMPUTERS  WITH  THE 
FUTURE  BUILT  IN. 

f  you  didn't  think  a  PC  could  keep 
nth  you,  here's  one  that  can  put  you 


ahead  of 
the  crowd.  A  high-per- 
formance PC  that  works  the  way  you  do. 


To  learn  more  about  Simul-Task  on 
the  AT&T  PC  6300  PLUS  and  our 
special  limited  time  offer,  call  your 
AT&T  Account  Executive  or  author- 
ized AT&T  supplier. 
Or  call  1800  247-1212. 


AT&T 

The  right  choice. 


Don  Carter,  who  runs  proxy  fights  for  cli- 
ents like  T.  Boone  Pickens  and  Said  Stein- 
berg, is  now  playing  the  takeover  game 
himself.  He  won,  but  he  could  still  lose. 


Birds  of  a  feather 


By  Gary  Slutsker 


Don  Carter;  takeover  artist 
The  big  question  is  why 


I love  to  write,"  purrs  Donald 
Carter,  38,  founder  and  president 
of  New  York's  Carter  Organiza] 
tion,  a  leading  proxy  solicitor.  Cartel 
also  loves  to  fight.  His  pugnacious 
letters,  often  on  behalf  of  raider  ell 
ents  (including  T.  Boone  Pickens  and 
Saul  Steinberg),  to  target-companjj 
shareholders  and  his  arsenal  of  dirty 
(but  legal,  of  course)  tricks  have  won 
more  than  100  proxy  battles  in  the 
last  12  years.  (The  score  is  Carter's.)  J 
Fast-talking,  raspy-voiced  Cartel 
dropped  out  of  Columbia  Businesj 
School  to  go  to  Wall  Street.  He 
learned  about  high  finance  at  the  feet 
of  Carl  Icahn,  where  he  discovered  the 
sedate  world  of  proxy  solicitors  ana 
saw  an  opening  for  a  promoter  whq 
could  relate  to  raiders.  Other  proxy 
firms  operate  behind  the  scenes,  bul 
Carter  prefers  the  public  spotlight, 
driving  a  Mercedes  with  proxy  plates 
and  posing  for  Forbes  in  a  silk  boxing 
robe  and  gloves. 

But  why  watch  T.  Boone  and  Saul 
have  all  the  fun  and  make  all  the 
money?  Now  Carter  is  playing  the 
takeover  game  himself.  Target:  Coro|| 
data  Network,  Inc.,  a  $92  million 
(1985  sales)  Nashville  company  in  thef 
electronic  funds  transfer  business,  j 
Since  March  Carter  has  spent  $14| 
million  of  his  own  money  (only  SI 
million  of  it  borrowed)  to  buy  5.2%  <m 
Comdata's   19  million  shares  ouM 
standing.  Then  he  spent  $600,000  td 
wage   a   proxy   war.  Management,! 
which  owns  under  1%  of  the  compa' 
ny,  surrendered.  This  is  a  first  for  Car 
ter — or  for  any  significant  proxy  solio 
ltor — although  in  1982  Carter's  in- 
vestment  in   a   REIT   triggered  I 
successful  takeover  by  a  third  party 
without  resort  to  a  proxy  battle. 

In  Comdata,  Carter  seems  to  have 
found  an  appropriately  vulnerable  tar- 
get. The  company  has  just  $1.2  mill 
lion  in  long-term  debt,  $64  million 
($3.37  a  share)  in  cash,  mediocre  earn- 
ings, a  stock  that  has  dropped  from 
over  36  in  1983  to  a  recent  11,  and  a 
former  founder-chairman  who  is  ail 
ing" following  cancer  surgery  and  who 
recently  sold  1  million  shares  back  toj 
the  company.  Cato  Carpenter  of  Alex. 
Brown  &.  Sons  says:  "(Carter's  target) 
seems  to  have  a  lot  of  the  ingredients 
that  would  make  this  an  easy  sell  toj 
shareholders." 

Carter  first  scared  Comdata's 
founder  and  chairman — Curtissl 
Harter — into  resigning.  Then,  late  last 
month,  the  company  agreed  to  Car- 
ter's demand  that  he  and  two  other 
nonemployees  be  named  to  Comda-I 
ta's  board,  which  now  totals  seven. 
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Peterbilt's 

45 -year  commitment 
to  design  flexibility 
is  worm  more 
to  your  company  today 
than  ever  before. 


Back  in  1939,  Al  Peterman  made  a  decision 
that  could  very  well  shape  the  success  of 
your  next  investment  in  transportation. 

He  decided  to  build  trucks  for  only  the 
most  discriminating  of  customers.  Those 
individuals  whose  high  expectations  for 
performance  could  only  be  fulfilled  one 
way:  with  vehicles  manufactured  to  their 
own  individual  specifications. 

Soon  after,  Peterbilt  trucks  were 
proven  not  only  to  provide  superior  per- 
formance, but  to  do  so  with  unequalled 
style. 

Nearly  half  a  century  later,  nothing's 
changed. 

The  simple  truth  is,  meeting  your 
transportation  requirements  isn't  as  sim- 
ple as  black  and  white. 

Which  is  precisely  why  Peterbilt  offers 
you  more  ways  to  maximize  perfor- 
mance than  any  Class  8  manufacturer  in 
the  world. 

The  result?  For  15  years  running, 
Peterbilt  trucks  have  consistently  delivered 
not  only  the  longest  service  life— but  also 
the  highest  resale  value  of  any  competing 
design.  Bar  none. 

But  perhaps  the  most  valuable  tradi- 
tion we  can  offer  you  is  this:  our  com- 
mitment to  improving  existing  design. 
Of  achieving  even  higher  standards  in 
performance.  Both  on  the  road.  And  in 
your  books. 

That's  the  way  it  always  has  been 
and  always  will  be.  Because  at  Peterbilt, 
certain  values  never  change. 

Just  call  toll-free  800  -447-4700  and 
we'll  send  you  the  Peterbilt  Management 
Portfolio  and  give  you  the  name  of  the 
Peterbilt  dealer  nearest  you. 


rsgmm 


A  DIVISION  OF 


Peterbilt  Motors  Company 
38801  Cherry  Street 
Newark,  CA  94560 


Special  Introductory  Trial  Offer 

Value  Line  for  the  next 
10  weeks  for  only  $55 


Reasons  for  this  offer: 

Here's  an  opportunity  to  receive  the 
complete  Value  Line  Service  for  the 
next  10  weeks  at  about  half  the  regu- 
lar rate.  This  offer  is  limited  to  one 
individual  in  a  household  that  has 
not  already  had  a  subscription  to  The 
Value  Line  Investment  Survey  during 
the  past  two  years.  Why  do  we  offer 
this  price  reduction  to  new  trial  sub- 
scribers only?  Because  we  have 
found  that  a  high  percentage  of 
those  who  once  try  Value  Line  for  a 
number  of  weeks  stay  with  it  on  a 
long-term  basis.  The  resulting  in- 
crease in  circulation  enables  us  to 
provide  the  service  to  our  long-term 
subscribers  for  a  lower  annual  rate 
than  would  otherwise  be  possible. 

Complete  Coverage: 

The  Value  Line  Investment  Survey 
continually  reviews  more  than  1700 
stocks.  Key  data  and  ratings  of  each 
stock  are  updated  every  week  in  our 
Summary  &  Index.  In  addition,  each 
stock  is  the  subject  of  a  new  full-page 
report  every  13  weeks,  in  regular  ro- 
tation. About  130  new  full-page  re- 
ports are  issued  each  week.  You  also 
receive  our  weekly  "Selection  & 
Opinion"  section  bringing  you  Value 
Line's  forecast  of  the  economy  and 
the  stock  market,  advice  on  invest- 
ment policy,  in-depth  analyses  of  es- 
pecially recommended  stocks,  Value 
Line  market  averages,  and  other 
features. 

Introductory  Offer: 

You  can  receive  the  complete  Value 
Line  Investment  Survey  for  the  next 
10  weeks  for  only  $55  — about  HALF 


A  Subscriber's  Guide 
by 

Arnold  Bemhtrd 
Research  Chairmen 


the  regular  rate — if  no  one  in  your 
household  has  subscribed  in  the  past 
two  years.  And  you  get  this  bonus": 

A  Subscriber's 
Guide,  by  Arnold 
Bernhard,  Value 
Line's  founder  and 
research  chief,  re: 
vealing  methods  of 
evaluation  that 
took  decades  to  develop.  You  KEEP 
this  book  even  if  you  return  the 
other  material  for  your  money  back. 

Special  Bonus  Offer: 

Subscribe  to  The  Value  Line  Invest- 
ment Survey  and  receive  as  an  ad- 
ditional bonus  Value  Line's  complete 
2000-page  Investors  Reference  Serv- 
ice, with  our  full-page  reports  on  all 
stocks  under  review — fully  indexed 
for  your  immediate  reference. 

Money  Back  Guarantee: 

If  you  find  that  The  Value  Line  Serv- 
ice is  not  all  that  you  expect  it  to  be, 
you  may  return  the  material  we  send 
you  within  30  days  for  a  full  refund 
of  your  fee. 

See  for  yourself  how  Value  Line's  in- 
dependent investment  advisory  serv- 
ice might  help  you  maximize  your 
investment  profit  possibilities  and 
reduce  your  investment  risk. 

S  Call  toll-free 

(24  hrs.  a  day  7  days  a  week)  Ext.  281 

1-800-633-2252 

Master  Card,  American  Express  or  Visa 


 The  Value  Line  Investment  Survey  -  -  - 

Value  Line,  Inc.,  71 1  Third  Ave.,  New  York,  N  Y  10017 


Dept.  816801 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for 
$55  to  The  Value  Line  Investment  Survey 
( 1  imited  once  to  any  household  every  two 
years)  and  send  me  the  two  bonuses  listed 
above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription 
for  $425  and  send  me  the  two  bonuses 
listed  above.  There  are  no  restrictions  with 
this  annual  subscription. 

This  subscription  is  tax-deductible  and 
nonassignable. 

(N.Y.  residents  add  sales  tax.) 
Allow  4  weeks  for  delivery. 


□  My  payment  is  enclosed.  □  Please  charge 
to: 

□  American  Exp.  □  MasterCard  □  Visa 

Expiration  Date  

Account  #   


Signature 


Name 


Address  Apt  No 


City 


State 


Zip 


Carter  had  wanted  to  be  chairmai 
but  went  along  with  the  wishes  < 
Mason  Best  Co.,  a  Texas  investmeij 
partnership,  with  9.5%  of  Comdati 
that  the  post  go  to  an  existing  ind» 
pendent  director. 

So  Carter  has  won?  Yes  and  no.  Hi 
victory  against  Comdata  manage 
ment  may  well  cost  The  Carter  Orgj 
nization  clients.  All  in  all,  a  risk 
venture,  since  Carter  faced  the  poss) 
bility  of  losing  the  fight,  which  wou| 
have  been  an  embarrassing  blemis; 
on  his  record. 

Before  moving  on  Comdata,  Cart< 
was  able  to  pose  as  a  paladin  for  hirl 
But  by  crossing  the  line  and  becomiri 
a  principal  with  a  large  stake,  he  cri 
ated  the  potential  for  troubling  coi 
flicts  of  interest.  Will  prospective  cl 
ents  on  the  defensive  entrust  Carti 
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Before  Comdata,  Carter 
could  pose  as  a  paladin  J 01 
hire.  But  by  crossing  the 
line  and  becoming  a 
principal,  he  has  created 
potential  conflicts. 
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with  highly  sensitive  information 
Who's  to  say  that  the  new  takeovi 
artist  might  not  himself  move  on  tH 
company?  To  allay  such  fears,  othi 
proxy  solicitors — indeed,  lawyers,  i; 
vestment  bankers  and  most  others 
advisory  roles — assiduously  try 
avoid  even  the  appearance  of  conflic 
ing  interests. 

To  nobody's  surprise,  The  Cart 
Organization's  competitors  are  usir 
Carter's  Comdata  proxy  fight  again 
him.  Says  William  Willis,  president 
New  York  City-based  proxy  solicitoi 
Kissel-Blake  Inc.:  "Our  business  is  tl 
solicitation  of  proxies.  We  can't  (j 
both.  I  can't  serve  two  masters." 

The  big  question  is  why  Cart 
chose  to  play  the  takeover  game.  Ca 
ter  avers  his  proxy  solicitation  bus  ilKfsle 
ness  is  better  than  ever.  But  his  dl 
tractors  claim  his  business  hasn 
been  all  that  hot  lately,  and  that 
could  grow  much  colder  should  tl 
recent  falloff  in  merger  and  acquis 
tion  activity  continue.  Competing  s 
bcitation  firms  like  Georgeson  an 
D.F.  King  enjoy  steady  business  doii 
paperwork  for  annual  meetings  ar 
financial  public  relations.  Carter  e: 
joys  little  of  such  work. 

What  does  Carter  say?  "I've  put  $'. 
million  into  this  stock,"  he  say 
"Once  you've  got  $14  million  on  tl 
line,  you're  entitled  to  do  whatev 
you  want  to  protect  your  investmer 
That's  the  way  my  clients  look  at 
and  that's  why  they're  my  clients 

Birds  of  a  feather?  ■ 
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XEROX 


Introducing  the 
zopier  the  competition 
mil  be  copying. 


utomatic 
ocument 
diting 


age 

rogramming 


utomatic 
Mating 
id  stapling 


The  new  Xerox 1050  Marathon  copier. 


Die  new  Xerox  1050  Marathon  can  do 
at  other  medium  sized  copiers  never 
:amed  of. 

Like  make  time  consuming  chores  a 
:eze.  Say,  for  example,  you're 
?ying  a  long  report  and  you 
nt  the  first  page  of  each  chap- 
to  be  on  blue  paper. 
>  you'd  like  to  copy  a  stack  of  com- 
er forms  without  having  to  tear  them 
irt.  (No  other  mid-sized  copier  can 
idle  this.) 

3r  you  need  to  edit  a  certain 
agraph  from  the  document  you're 
pig. 

•Veil,  the  1050  can  perform  all  of  these 
<s  with  the  simple  push  of  a  button. 


TeamXerox 


And  if  you're  not  sure  which  one  to 
push,  the  1050  will  tell  you,  with  a  mes- 
sage on  its  information  screen. 

But  above  all,  we  designed  this  copier 
_       to  be  dependable.  And  it's 

backed  by  the  best  service  and 
support  organization  in  the  busi- 
ness: Team  Xerox. 
Someday  the  competition  will  have  a 
copier  as  capable  as  the  1050.  But  why 
wait  for  a  copy  when  you  can  have  the 
original? 

For  more  information  send  in  the  cou- 
pon, call  your  local  Xerox  sales  office,  or 
Team  Xerox  at 

1-800-TEAM-XRX,  ext.  296. 

(I-800-832-6979,  ext.  296) 


Automatic 
document 
handling 


Automatic 
computer 
forms 
feeding 


Standard 
2720  sheet 
paper  supply 


I'd  like  to  learn  more  about  the  Xerox  I050 
Marathon,  the  copier  the  competition  will  be 
copying. 

□  Have  a  sales  representative  contact  me. 

□  Send  me  more  information. 

Send  this  coupon  to:  Xerox  Corporation, 
RO.  Box  24,  Rochester,  NY  I4692. 
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Or,  if  you  can't  wait, 
call  1-800-TEAM-XRX,  ext.  296. 

(I-XIIO  X52-6979.cxt  296I 
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XEROX*  and  10511  are  trademarks  of  XEROX  CORPORATION. 
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On  the  Docket 


Do  you  know  whom  your  employees  are 
sleeping  with  tonight?  If  a  federal  court 
ruling  holds,  it  will  be  your  business. 

"A  pattern 
of  fornication" 


employees  and  supervisors,  or  moni 
tor  all  relationships  between  employ 
ees.  Dear  Boss:  Do  you  know  when 
your  employees  are  sleeping  tonight; 
Wouldn't  the  remedy  be  worse  thai] 

the  disease? 


By  Richard  Greene 


OFTEN,  IMPORTANT  LEGAL  mat- 
ters revolve  around  obscure 
ideas  and  complex  technicali- 
ties. Not  so  Vinson  v.  Taylor,  a  case  so 
steamy  it  could  germinate  orchids. 
According  to  plaintiff  Mechele  Vin- 
son, an  employee  of  Maryland-based 
Capital  City  Federal  Savings  &  Loan, 
a  supervisor  at  the  bank  asked  her  to 
go  to  bed  with  him  in  1974,  saying 
that  she  "owed  him."  What  followed, 


attorney  for  the  bank  denies  that  its 
officers  had  any  idea  there  was  sexual 
harassment  going  on. 

But  the  importance  of  the  Vinson 
case  goes  beyond  any  specific  set  of 
facts.  In  rendering  its  decision  in  favor 
of  Vinson,  the  U.S.  Court  of  Appeals 
for  the  District  of  Columbia  decided 
that  it  doesn't  matter  whether  an  em- 
ployer knows  there  is  a  problem  with 
sexual  harassment  on  the  premises — 
indeed  whether  it  could  know  such  a 
problem  exists.  The  very  fact  that  a 


in  the  words  of  one  labor  attorney, 
was  "a  pattern  of  fornication."  Over 
the  next  couple  of  years,  Vinson  says, 
she  was  forced  to  submit  to  bank  vice 
president  Sidney  Taylor's  advances 
during  and  after  business  hours — even 
in  the  ladies'  room  in  the  bank. 

As  with  all  cases  like  this  one,  there 
are  a  great  many  questions  of  fact. 
Why  didn't  Vinson  complain  sooner? 
According  to  Vinson's  lawyer,  Patri- 
cia Barry,  Vinson  didn't  tell  her  supe- 
riors there  was  a  problem  because  she 
was  afraid  of  physical  retribution.  Bar- 
ry also  says  the  bank  knew  that  this 
particular  supervisor  had  a  propensity 
for  making  passes  at  employees.  The 
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supervisor  sexually  harasses  an  em- 
ployee is  enough  to  make  the  firm 
responsible,  according  to  the  court — 
yet  another  example  of  judges'  extend- 
ing the  law  to  the  benefit  of  plaintiffs 
and  their  attorneys  and  at  the  expense 
of  business.  Says  Lawrence  Z.  Lorber,  a 
partner  with  Breed,  Abbott  &  Morgan, 
"The  only  defense  would  be  that  the 
harassment  never  happened." 

Now  that  question  is  being  con- 
fronted by  the  U.S.  Supreme  Court;  a 
decision  is  due  sometime  in  the  next 
several  months. 

Thus,  if  Vinson  is  upheld,  compa- 
nies would  face  a  ridiculous  choice: 
either  forbid  fraternization  between 


the  disease? 

"These  policies,  designed  to  avoiq 
liability,  will  create  wrongful-dis 
charge  actions,"  says  William  Gould 
a  professor  at  Stanford  Law  School 
"The  right  of  privacy,  which  has  arisi 
en  in  the  constitutional  area,  is  now 
being  imported  into  the  wrongful-dis 
charge  area.  So  employers  who  adopi 
policies  to  hold  off  suits  like  Vinson': 
will  be  sued  for  wrongful  discharge  ir 
some  jurisdictions 

In  fact,  the  real  threat  in  Vinson  ij 
the  ever  widening  doctrine  of  absoi 
lute  liability.  In  recent  years  the  law 
has  been  clearly  headed  in  the  direc 
tion  of  heightened  responsibility  o| 
employers  for  the  acts  of  employees! 
and  a  holding  by  the  U.S.  Supreme 
Court  for  the  plaintiffs  in  Vinson 
could  accelerate  the  trend. 

A  relatively  new  series  of  environ 
mental  laws,  for  instance,  leaves  com 
panies  exposed  to  liability  when  em 
ployees  improperly  dispose  of  harm 
ful  materials — no  matter  ho 
carefully  the  employer  has  tried  to 
prevent  those  actions. 

Then  there's  the  whole  area  of  wor 
kers'  compensation.  In  a  recent  state 
court  case,  the  U.S.  Chamber  of  Com 
merce  was  held  liable  unde: 
workers'  compensation  law; 
for  the  death  of  one  of  its 
employees  at  a  weekend  con 
ference  held  in  Los  Angelesi 
The  employee  had  beer 
drinking  heavily  after  th« 
end  of  the  business  day.  At  1 
a.m.  he  asked  a  hotel  em 
ployee  whether  he  could  use 
the  hotel's  hot  tub  and  was 
told  that  it  was  closed  for  the 
day.  He  went  in  anyway,  ano 
drowned.  The  Court  of  Ap 
peals  for  Oregon  found  tha; 
since  his  presence  at  the  con 
ference  was  connected  with  his  em 
ployment,  his  death  was  also  employ 
ment-related. 

The  outcome  of  the  Vinson  case  is 
still  open.  Many  corporate  lawyer: 
feel  that  the  Supreme  Court  will  take 
this  opportunity  to  send  a  message  tc 
the  courts  of  the  land,  to  make  it  cleai 
that  the  days  of  corporate  liability'; 
expanding  in  every  direction  are  com 
ing  to  an  end.  According  to  Alvin  M 
Stein,  a  partner  with  law  firm  Parker 
Chapin,  Flattau  &  Klimpl,  "There  are 
signs  that  we  may  be  pulling  back 
There  is  a  swell  of  opinion  now  sugi 
gesting  that  this  litigative  trend  has  tc 
be  reversed." 
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On  the  Docket 


What  can  happen  if  lauyers  get  too  cozy 
with  their  clients?  Miami  s  once  high-flying 
\rky,  Freed  may  find  out. 

Sweet 
temptations 


By  Jill  Andresky 


A LOT  HAS  HAPPENED  tO  Arky, 
Freed — once  Miami's  hottest 
i  law  firm  and  takeover  special- 
st.  In  the  course  of  the  last  year,  the 
irm  has  been  hit  with  lawsuits  alleg- 
ng  negligence,  conflicts  of  interest, 
>reach  of  fiduciary  duty  and  more. 
Meanwhile,  one  of  its  founding  part- 
lers,  Stephen  Arky,  committed  sui- 
:ide,  and  a  group  of  top  partners  de- 
ected  to  form  another  firm  down  the 
treet.  The  remaining  partners  are 
low  operating  under  the  name 
(teams,  Weaver,  Miller. 

Over  the  past  decade,  Arky,  Freed 
lad  grown  to  a  team  of  62  lawyers. 
During  that  time  it  had  dominated 
:lorida's  booming  banking  and  in- 
restment  communities,  with  clients 
hat  included  many  of  the  state's 
lanks,  the  Miami  Herald,  Latin  Amen- 
:an  financiers,  Victor  Posner,  and  Ar- 
my's father-in-law,  former  diplomat 
Marvin  Warner. 

What  happened  to  Arky,  Freed  is 
lappening  elsewhere  at  law  firms 
icross  the  country.  In  Baltimore  the 
enowned  law  firm  of  Venable,  Baetjer 
%  Howard  has  been  publicly  criti- 
ized  for  supposed  conflicts  of  inter- 
:st  related  to  Maryland's  troubled 
avings  and  loan  associations.  The 
irestigious  law  firm  of  Rogers  & 
Veils,  based  in  New  York,  has  tenta- 
ively  agreed  that  its  insurer  will  pay 
140  million  to  settle  its  suit  over  its  J. 
David  Dominclli  involvement. 

"There's  a  real  tendency  today  for 
awyers  to  think  of  themselves  more 
s  business  associates  of  their  clients 
nd  less  as  independent  counsel," 
varns  Stephen  Gillers,  professor  of 
egal  ethics  at  New  York  University 
ichool  of  Law.  "When  they're  no 


longer  dispassionate  observers,  law- 
yers often  act  in  ways  that  leave  them 
vulnerable  to  charges  of  conflicts  of 
interest  and  improper  behavior." 

That's  what  seems  to  have  hap- 
pened at  Arky,  Freed.  In  its  heyday 
the  firm  represented  dealmakers  in 
volatile  and  often  poorly  regulated 
financial  sectors,  such  as  the  thrift 
industry  and  government  securities 
brokering.  For  years  nary  a  Florida 
bank  deal  went  down  without  the 
law  firm's  imprimatur.  Eventually 


Miami  office  of  law  firm  Stearns,  Wearer 
A  new  name  on  the  door. 

the  law  firm  became  so  entrenched 
in  Miami's  financial  community  as 
to  seem  more  than  just  lawyers  for 
their  clients. 

Take  the  firm's  involvement  with 
Juan  Vincente  Perez  Sandoval,  a  Ven- 
ezuelan financier  and  currently  a  fugi- 
tive. According  to  a  complaint  filed 
against  Perez,  the  Arky,  Freed  firm 
and  others,  the  law  firm  represented 
Perez  and  two  of  his  Latin  American 
financial  institutions.  At  the  same 
time,  according  to  the  complaint,  Pe- 
rez invested  $500,000  in  Football 
Partners  Ltd.,  a  limited  partnership 
whose  general  partner  was  a  corpora- 
tion that  was  owned  entirely  by 
Stephen  Arky. 


Recently,  after  Perez'  institutions 
collapsed,  the  above  suit  filed  in  their 
names  alleged  that  Perez  had  diverted 
funds  for  his  own  use  in  various  U.S. 
bank  deals,  with  the  law  firm's  acqui- 
escence. The  Venezuelan  complaint 
alleges  that  although  the  firm  learned 
in  September  1983  of  Perez'  unlawful 
activities,  it  continued  for  two  years 
to  represent  not  only  him  but  also  the 
institutions  he  is  accused  of  embez- 
zling from.  Eugene  Stearns,  a  former 
partner  with  Arky,  Freed  and  now 
with  Stearns,  Weaver,  Miller,  denies 
the  allegations. 

Or  take  the  case  of  indicted  banker 
C.H.  Butcher  fr.  As  alleged  in  the 
grand  jury  indictment  against  Butch- 
er, Arky,  Freed  (now  Stearns,  Weaver) 
partner  Owen  Freed  helped  Butcher 
transfer  $1.5  million  to  a  Cayman  Is- 
lands account  mere  months  after  the 
Tennessee  thrift  Butcher  controlled 
went  bankrupt,  leaving  investors 
with  losses  of  over  $24  million.  (Freed 
did  not  answer  Forbes'  requests  for  an 
interview.)  According  to  the  Butcher 
indictment,  upon  Butcher's  instruc- 
tions, Freed  transferred  the  funds  to 
Butcher's  Cayman  Islands  bank  ac- 
count. Allegedly,  the  funds  subse- 
quently disappeared. 

Then,  of  course,  there's  the  matter 
of  Arky,  Freed's  involvement  with 
E.S.M.,  the  government  securities 
dealer  whose  collapse  triggered  runs 
on  thrifts  in  Ohio.  In  a  recent  sworn 
statement  to  the  Securities  &  Ex- 
change Commission,  Florida  attorney 
Richard  Birnbaum  claimed  that  Arky, 
Freed  partners  apparently  knew  as 
early  as  1980  that  E.S.M.  was  losing 
large  amounts  of  money. 

Still,  according  to  a  suit  against  the 
law  firm  by  American  Savings  & 
Loan,  which  claims  to  be  a  former 
Arky,  Freed  client,  at  one  crucial 
meeting  where  the  thrift  discussed  in- 
vesting over  $100  million  with  the 
broker,  Steve  Arky  failed  to  disclose 
that  his  firm  represented  E.S.M.,  that 
he  personally  knew  of  its  financial 
difficulties  and  that  he  himself  had  an 
account  with  E.S.M.  American  Sav- 
ings &  Loan  ultimately  had  huge 
losses  from  E.S.M.  Arky  and  his  fa- 
ther-in-law/client  Marvin  Warner 
closed  their  personal  accounts  before 
E.S.M.  collapsed. 

Forty-eight  of  the  firm's  attorneys 
have  formed  themselves  into  Stearns, 
Weaver,  Miller — and  four  ex-partners 
now  operate  down  the  street  as  Greer, 
Homer.  The  two  still  have  big-name 
clients,  including  the  Miami  Herald 
and  even  financier  Victor  Posner.  If 
the  many  charges  hold  up,  Arky, 
Freed  may  wish  it  had  just  stuck  to 
lawyering.  ■ 
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WE  KNOW  A  GREAT 

INVESTMENT 
WHEN  WE  SEE  ONE. 


Few  things  are  more  attractive 
s  than  a  run-down  structure  in  an 
3ndoned  neighborhood. 

Because  while  a  crumbling 
arf  may  not  offer  the  obvious 
urity  of  a  suburban  mall,  what  it 
js  offer  is  the  hope  of  a  far 
□ter  return. 

The  key  of  course,  is  to  find  the 
t  run-down  property  in  the  right 
jndoned  location. 

And  fortunately,  CIGNA  com- 
lies  have  had  a  great  deal  of 
:ess  doing  exactly  that. 

From  Ghirardelli  Square  in  San 
icisco  to  Commercial  Wharf  in 
on,  we've  invested  in  projects 
■  have  rehabilitated  not  only 
llected  buildings,  but  whole 
^hborhoods.  And  earned  sub- 
itial  returns  for  our  clients  in  the 
zess. 

Our  interest  in  innovative  prop- 
5S  hasn't  been  limited  to  renova- 
s,  either. 

Over  the  years  we've  invested 
range  of  nontraditional  con- 
>ts,  from  suite  hotels  to  rural  malls. 

We've  also  invested,  success- 


fully, in  new  inner-city  commercial 
construction. 

We  were  even  among  the  first 
investors  to  invest  in  earthquake- 
resistant  buildings. 

So  if  you'd  like  more  informa- 
tion on  the  real  estate  funds  we 
manage  for  pension,  individual  or 
corporate  investment,  please  write 
to  CIGNA  Corporation,  Department 
R5,  One  Logan  Square,  Philadel- 
phia, Pennsylvania  19103. 

While  past  performance,  as 
everyone  realizes,  is  not  an  indica- 
tion of  future  results,  we  can  promise 
you  an  investment  approach  that 
has  provided  exceptional  returns 
even  during  periods  of  slow  inflation. 

We  can  promise  you  active 
management  and  ongoing  evalua- 
tion of  the  property  in  our  portfolio. 

Most  of  all,  we  can  promise 
you  a  tradition  of  investment  bold- 
ness you  might  not  expect  from 
insurance  companies. 

In  fact,  we  might  even  be  able  to 
offer  you  an  investment 
every  bit  as  inviting  as 
the  one  you  see  here. 


CIGNA 


Numbers  Game 


Used  to  be  that  public  utilities  could  keep 
unproductive  assets  on  their  books  for 
years.  No  longer,  if  the  Financial  Account- 
ing Standards  Board  gets  its  way. 

The  high  cost 
of  abandonment 


By  Armanda  C.  Squadrilli 

P!  ity  the  public  utilities.  Set 
^  upon  by  politically  oriented 
regulators  and  tarred  by  the  Cher- 
nobyl brush,  the  utilities  must  now 
fight  a  rearguard  action  against  the 
Financial  Accounting  Standards 
Board.  For  four  days  starting  June  4, 
the  FASB  was  to  hold  public  hearings 
on  a  new  exposure  draft  that  proposes 
to  alter  radically  the  FASB's  State- 
ment of  Financial  Accounting  Stan- 
dards (SFAS)  71.  A  record  72  organiza- 
tions and  individuals  were  expected 
to  testify,  most  of  them  against  the 
proposed  amendments. 

"A  number  of  utilities  fear  serious 
economic  repercussions,"  warns  Rob- 
ert J.  Harrison,  president  of  Public  Ser- 
vice Co.  of  New  Hampshire  and 
spokesman  for  the  Committee  for 
Consistent  Accounting  Practices, 
formed  to  combat  the  FASB's  draft. 

What's  all  the  fuss?  SFAS  71,  as  it 
now  stands,  allows  utilities  to  capital- 
ize the  costs  of  providing  regulated 
services  or  products — electric  power, 
for  example.  The  idea  behind  SFAS  71 
is  that  public  utility  regulators  will 
set  rates  so  that  the  incurred  costs 
will  ultimately  be  recovered.  There- 
fore the  asset's  value  is  sound. 

Suppose  a  utility  builds  a  $2  billion 
nuclear  power  plant.  SFAS  71  allows 
all  that  $2  billion  to  be  capitalized, 
even  if  the  plant  would  be  uneconom- 
ic at  today's  rates. 

But  SFAS  71  goes  further.  It  gives 
the  utility  a  so-called  Allowance  for 
Funds  Used  During  Construction,  or 
AFUDC.  That  means  the  utility  can 
credit  income  with  the  cost  of  the 
construction  money  while  the  plant 
is  under  construction.  Say  the  oppor- 
tunity cost  of  that  $2  billion  comes  to 


$500  million  while  the  plant  is  being 
built.  SFAS  71  allows  the  utility  to 
report  the  $500  million  as  income, 
even  though  it  is  not  cash  income  (see 
story,  p.  78).  SFAS  71  also  allows  the 
company  to  capitalize  the  plant  at 
$2.5  billion,  on  the  grounds  regulators 
will  give  the  utility  high  enough  rates 
to  recover  the  expenditure,  opportuni- 
ty cost  included. 

But,  you  object,  what  if  the  regula- 
tors don't  set  rates  high  enough?  Or 
what  if  the  plant  is  abandoned?  What, 
then,  to  do  with  the  phantom  AFUDC 
income  and  the  bloated  balance  sheet 
entries? 

That's  where  the  debate  over  the 
FASB's  new  exposure  draft  conies  in. 
The  draft  says  that  "nonearmng  as- 
sets" must  be  recorded  at  the  present 
value  of  probable  future  revenues.  A 
number  of  uncompleted  plants  have 
been  abandoned  in  recent  years,  many 
of  them  nuclear  plants.  The  net  pre- 
sent value  of  these  would  be  far  less 


than  the  historic  cost  carrying  value 
meaning  the  proposed  rules  wouk 
force  the  utilities  to  take  huge  hit! 
against  both  earnings  and  sharchol 
ders'  equity. 

Consider  the  impact  on  Union  Elec 
trie  Co.  of  St.  Louis.  In  1981  Unioi 
Electric  abandoned  Unit  Number  2  a 
its  Callaway  Nuclear  Facility.  It  re 
quested  that  its  regulatory  commis 
sions  set  rates  such  that  the  utilit) 
could  recover  the  cost  of  abandoninj 
the  unit,  about  $85  million.  But  th< 
request  was  denied  in  Missouri,  thd 
largest  Union  Electric  jurisdiction.  A^ 
a  result,  says  Union  Electric's  assis 
tant  to  the  controller,  Joseph  Pfeiferj 
the  utility  could,  under  the  proposed 
amendments  to  SFAS  71,  be  forced  t<j 
debit  income  and  shareholders'  equit) 
by  around  $24  million.  Union's  re 
ported  earnings  last  year  were  $33 
million. 

For  a  more  frightening  exampl 
take  Kansas  City  Power  &  Light  C 
In  April  regulators  disallowed  $12 
million,  or  14%,  of  the  jurisdiction 
(Missouri)  investment  in  the  Wo 
Creek  nuclear  facility.  And  so,  say 
Louis  C.  Rasmussen,  KCP&L's  chie 
financial  officer,  "under  the  propose 
exposure  draft  [KCP&L]  will  have 
recorded  loss  estimated  currently  a 
$290  million  before  taxes,  and  $18( 
million  net  of  taxes."  The  utility'i 
earnings  last  year:  $155  million. 

Paul  LePage,  project  manager  fo 
the  FASB's  exposure  draft,  says  th( 
FASB  has  been  swamped  by  angry  let 
ters  objecting  to  the  board's  propose< 
amendments.  But  LePage  is  standinj 
his  ground.  "We  believe  the  draf 
stands  for  itself,"  says  LePage,  adding) 
"Perhaps  the  concerned  parties  have 
not  fully  understood  how  their  marl 
kets  work." 

That's  a  fair  point.  Shareholders  cai] 
surely  be  misled  if  unproductive  as 
sets  are  allowed  to  sit  on  balance 
sheets.  In  this  sense,  the  FASB's  pro 
posal  represents  sensible  accounting^ 

But  is  it  fair  accounting?  Not  really 
The  utility  industry  isn't  the  only  one 
with  nonearning  assets  on  its  booksi 
What  about  the  big  banks,  still  carry 
ing  their  Third  World  loans  at  close  to 
par?  Yet  the  accountants  aren't  mak 
ing  them  write  those  assets  down. 

"One  of  the  utilities'  main  con| 
cerns,"  says  Robert  Lundgren,  an  Ar 
thur  Young  &  Co.  partner  working  ir 
the  utilities  industry,  "is  that  the} 
feel  they  are  being  singled  out  fo! 
more  stringent  accounting  than  non 
regulated  industries." 

Good  accounting  standards,  in  othl 
er  words,  are  like  Caesar's  wife.  Thej 
must  not  only  be  fair,  they  must  be 
perceived  to  be  fair.  ■ 
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slow  you  can  own 
3  German  road  car 

VO  U I©  NrVI  I 1 1  ll  Q  engineere^German 
/  \J  built  Volkswagen 

OK^^IX/  no  less  a  German  road 

\Jl  j    lv/Wwt  car  because  it  costs  less. 
I  #  It  does,  in  fact,  have  better 

action  than  some  German  road  cars  that  cost  almost  twice  as 
uch.  It  has  more  passenger  room  than  some  European 
dans  that  cost  $25,000.  And  its  fuel-injected  engine  gives  one 
13,000  competitor  a  run  for  its  money. 

The  Jetta  is  equipped  with  a  5-speed  transmission,  front- 
fieel  drive,  power-assisted  brakes,  rack-and-pinion  steering 
id  4-wheel  independent  suspension  with  a  patented  rear 
tie.  And  more. 

The  Volkswagen  Jetta:  If  you're  determined  to  spend  more 
an  $20,000  on  German  engineering,  we  (Sh  The  1986  Jetta. 
ggest  you  buy  three  of  them.  $8,680* 

sugg.  retail  pnce  for  4-door  diesel  base  model  excluding  options,  tax,  title,  dealer  prep  and  transportation.  Vehicle  shown  with  options  $9,140.  All  Volkswagens  are  covered  by  a  2- 
Unlimited  mileage  Protection  Ran  and  a  6-year  limited  warranty  on  corrosion  perforation.  See  dealer  for  details  about  these  limited  warranties. 
save  lives"  I '  1986  Volkswagen. 


Numbers  Game 


Accountants,  like  theologians,  have  trou- 
ble defining  when  life  begins.  Consider  the 
FASB's  controversial  new  ruling  for  soft- 
ware development  costs. 

When  does 
life  begin? 


when  life  begins — not  human  life,  but 
product  life.  The  debate  reached  a 
new  level  of  ambiguity  last  year, 
when  the  Financial  Accounting  Stan- 
dards Board's  mandarins  issued  Finan- 
cial Accounting  Standard  86. 

FAS  86  addresses  the  issue  of  how 
to  account  for  the  $7  billion  spent  last 
year  by  the  computer  software  indus- 
try, according  to  Hambrecht  & 
Quist's  Osman  Eralp,  to  develop  new 
products.  Should  software  producers 


By  Subrata  N.  Chakravarty 
and  Rita  Koselka 

T|  hree  theologians  debate  the 
issue  of  when  life  begins. 
"Three  months  after  concep- 
tion," posits  the  first.  "At  the  mo- 
ment of  conception,"  counters  the 
second.  "You're  both  wrong,"  says 
the  third.  "Life  begins  when  the  dog 
dies  and  the  kids  leave  home." 
Accountants,    too,    argue  about 


expense  the  development  costs  \ 
they  are  incurred?  Or  capitalize  the! 
on  the  theory  that  the  expense  is  crj 
ating  a  productive  asset?  In  shor 
when  does  product  life  begin? 

The  answer  matters.  Had  IBM  bee) 
forced  to  expense  its  $785  million  "ii 
vestment  in  program  products"  i 
1985,  its  earnings  would  have  bee) 
cut  by  $443  million,  or  72  cents 
share.  With  IBM  selling  at  14  time 
earnings,  expensing  software  develoi 
ment  might  have  knocked  over  %\ 
off  IBM's  share  price.  Meanwhil< 
Management  Science  America  has  a) 
ready  used  FAS  86  to  reduce  its  firs 
quarter  1986  loss  from  12  cents 
share  to  2  cents. 

If  FAS  86  is  a  victory  for  IBM,  it  is 
setback  for  uniform  accountinj 
"What's  different  about  software  tha 
makes  capitalization  dangerous 
that  you're  constantly  redesigning  it, 
worries  Eralp.  "There  is  no  such  thin 
as  a  real,  specific,  baseline  design.  Bu 
you  could  make  it  look  like  you  hav 
one  as  early  or  as  late  as  you  like." 

The  accountants  have  been  going  il 
circles  on  this  one  for  years.  IBM  andl 
few  other  software  producers  h; 
been  capitalizing  a  large  part  of  the 
development  costs,  while  90%  of  pu 
licly  held  softwaremakers  were  e: 
pensing.  Still,  by  1983  software  coni 
panies'  financials  were  virtually  im 


How  to  save  a  drowning  n  35 


:jewor 


ossible  to  compare,  and  the 
ecurities  &  Exchange  Commission 
rdered  a  moratorium  on  new  soft- 
ware accounting  methods  until  the 
ASB  unmuddied  the  waters.  Hence 
AS  86. 

In  FAS  86  the  FASB  has  ruled  that 
aftwaremakers  must  expense  de- 
elopment  costs  when  the  product 
:  still  in  the  R&D  phase.  But  as  soon 
5  the  product  is  deemed  to  be  an 
sset,  companies  must  capitalize  any 
irther  development  costs  and  amor- 
ze  them  over  the  life  of  the  product. 

When  does  life  begin? 

This  is  where  the  theology  comes 
i.  Life  begins,  says  FAS  86,  as  soon  as 
le  product  is  "technologically  fea- 
ble."  And  when  is  that?  Basically, 
'henever  management  says  so.  It 
Duld  be  three  months  after  initial 
:search.  Or  18  months.  Or  after  the 
3g  dies,  as  it  were. 

Joseph  Smith,  IBM's  director  of  fi- 
ancial  reporting,  argues:  "It's  unrea- 
mable  to  expense  all  software  costs, 
id  it's  unreasonable  to  capitalize  all 
)ftware  costs.  If  you  subscribe  to 
lose  two  statements,  then  it  follows 
lat  there  is  somewhere  in  between 
here  development  ends  and  capital- 
:ation  begins.  Now  you  have  to  de- 
ne that  point." 

But  who  is  to  define  the  right  mo- 
lent?  That's  the  gaping  loophole  in 


Chas  B  siwknun 


FAS  86.  Company  A's  managers  want 
to  capitalize?  Fine.  They  quickly 
write  up  what  FAS  86  calls  a  "detailed 
program  design"  of  the  product.  That 
allows  management  to  call  the  prod- 
uct an  asset  and  to  capitalize  future 
development  expenses. 

Company  B's  managers  want  to  ex- 
pense? Also  fine.  They  simply  hold  off 
writing  a  detailed  program  design.  No 
asset,  no  capitalization. 

Once  an  asset  is  capitalized,  compa- 
nies can  even  decide  over  how  long  a 
period  to  amortize  a  product  by  speci- 
fying the  useful  life  they  believe  it 
has.  More  management  discretion. 
"Most  of  the  discussions  I  have  with 
my  clients,"  says  Arthur  Young  &  Co. 
senior  partner  and  software  specialist 
Steven  Burrill,  "start  from  the  stand- 
point of  'How  do  you  want  to  be  por- 


trayed' and  then  back  into  how  they 
should  develop  their  software." 

Notice  something  odd:  Of  the  116 
software  companies  that  responded  to 
the  FASB  exposure  draft  leading  up  to 
FAS  86,  a  sizable  majority  (63%)  sup- 
ported expensing  over  capitalizing, 
even  though  doing  so  risks  penaliz- 
ing reported  earnings. 

So  why  are  they  against  capitaliz- 
ing? Harvard  Business  School  Pro- 
fessor David  Hawkins  has  a  good 
answer:  "Remember,  the  IRS  has  been 
lurking  in  the  back  of  all  this,"  says 
he.  "The  new  rule  strengthens  its 
hand."  Meaning  that  the  IRS  likes 
capitalizing  because  it  increases  tax- 
able income  in  the  current  year. 

Will  shareholders  be  better  in- 
formed with  FAS  86?  Up  to  a  point, 
yes.  The  products  that  software  com- 
panies— in  fact,  all  service  compa- 
nies— create  may  have  real  economic 
value.  Softwaremaker  Applied  Data 
Research  recently  sold  out  for  $215 
million.  "We  were  sold  for  the  value 
of  our  software,"  says  ADR  President 
Martin  Goetz,  "yet  none  of  it  showed 
in  book  value."  Seems  sensible  that 
real  values  should  be  shown. 

Of  course,  the  values  can  be  non- 
existent should  a  software  product 
flop.  Then  all  those  capitalized  costs 
will  have  to  be  written  off. 

FAS  86's  real  problem,  however,  is 


35-knot  crosswind 

je  work  at  sea  is  seldom  done  in  fine 
ler  and  calm  seas.  That's  why  the  United 
s  Coast  Guard  demands  stringent 
rements  for  their  helicopters,  including 
ity  in  flight  -  even  in  strong  crosswinds  - 
protection  against  potential  tail-rotor 
lent  hazards. 

>et  the  Coast  Gdard's  challenge 
ipatiale  used  its  innovative  "fenestron" 
lology.  Advanced  technology  first 
luced  in  the  Gazelle  in  1966,  technology 
i  has  consistently  proven  performance, 
ity,  safety  and  reliability. 


This  proven  technology  has  caught  the  interest 
of  the  U.S.  Army.  The  "fenestron"  has  been 
requested  in  the  specifications  for  the  Army's  . 
next  generation  helicopter...  the  LHX. 
As  we  see  it,  advanced  technology  is 
synonymous  with  increased  operational  safety 
and  reliability.  This  means  adapting  leading- 
edge  technology  to  satisfy  our  customer's 
needs,  which  is  one  reason  why  the  U.S.C.G.  as 
well  as  fire  departments,  police  units,  hospitals, 
armed  forces,  and  VIPS  the  world  over  place 
their  trust  in  Aerospatiale...  the  world's  leading 
helicopter  exporter. 


at's  special,  that's  aerospatiale. 


■ 


S3&B  aerospatiale 


that  it  renders  comparability  of  com- 
peting softwaremakers'  financial 
statements  nearly  impossible.  James 
Pitts,  Cullinet  Software's  executive 
vice  president,  says  he  has  heard  of 
companies  capitalizing  3%  to  25%  of 
total  software  development  costs  this 
year.  IBM  capitalized  67%  of  its  $1.2 
billion  investment  in  software  prod- 
ucts in  1984.  Quite  a  range,  that.  And 


capitalization  becomes  increasingly 
important  as  the  industry  grows. 
Some  analysts  predict,  for  example, 
that  software  will  be  IBM's  fastest- 
growing  business,  accounting  for 
some  $50  billion  of  estimated  1995 
sales  of  $200  billion.  That  means  ever 
heavier  development  expenditures. 

"In  theory,  the  FASB  drew  the  line 
in  the  right  place,"  says  Harvard  Busi- 


ness School  Professor  Krishna  Palepu. 
"In  practice,  it  will  be  a  problem  for 
outsiders  to  read  the  financial  state- 
ments of  these  companies  and  see  if 
this  asset  is  worth  anything." 

Question:  If  each  company's  defini- 
tion of  when  a  product's  asset  life 
begins  is  as  good  as  the  next  com- 
pany's, what's  the  point  of  having  ac- 
counting standards?  ■ 


Taxing  Matters 


If  serious  tax  reform  actually  passes,  it  may 
make  a  lot  less  sense  to  be  a  corporation. 


America, 
Disincorporated? 


By  Laura  Saunders 


Overlooked  in  all  the  instant 
analysis  of  the  Senate  Finance 
Committee's  tax  reform  plan  is 
a  simple  but  extraordinary  notion.  If 
serious  tax  reform  flies,  it.  may  make 
more  sense  to  build  wealth  in  a  non- 
corporate form  than  through  a  corpo- 
ration. Right  now  the  top  personal 
rate  is  50%  and  the  top  corporate  rate 
46%.  But  the  plan  offered  by  Senator 
Bob  Packwood  (R-Ore.)  would  reduce 
the  corporate  maximum  to  33%  and 
the  top  individual  rate  to  27%.  "Ex- 
cept for  a  few  years  during  World  War 
II,  I  can't  remember  when  [personal 
rates]  ever  were  [lower],"  says  former 
House  Ways  &  Means  Committee 
Chairman  Wilbur  Mills. 

Suddenly,  many  tax  experts  are 
wondering  if  it  will  make  sense  to  be 
incorporated.  "Under  Packwood's 
plan  there's  a  real  compulsion  to  get 
out  of  corporate  form  if  you  can,"  says 
Bob  Willens,  a  tax  partner  at  Peat, 
Marwick.  Agrees  Willard  Taylor,  a  tax 
partner  with  Sullivan  &  Cromwell: 
"As  long  as  there's  a  corporate  tax  of 
any  significance  and  they  don't  throw 
up  barriers  to  change,  you're  bound  to 
see  more  disincorporation." 

True,  under  Packwood's  reforms 
many  Americans  will  be  considered 
"wealthy"  and  so  be  taxed  at  an  effec- 


tive  rate  of  32% .  If  the  corporate  rate 
is  33%,  why  disincorporate?  Answer: 
Both  the  House  and  Senate  reformers 
intend  to  shift  a  tax  burden  of  more 
than  $100  billion  from  individuals  to 
corporations,  and  thus  have  intro- 
duced draconian  minimum  corporate 
taxes.  "They  may  call  it  a 
33%  corporate  rate,  but  it 
will  raise  more  money  than 
a  46%  rate,"  warns  Taylor. 

What   might   take  the 
place  of  the  corporation? 
Subchapter  S  corporations  ^^^fW 
are  one  answer.  They  offer 
the  same  protection  from 
liability  that  corporations  give  but  al- 
low profits  and  losses  to  be  passed 
directly  to  shareholders,  skipping  cor- 
porate taxation.  "Sub  S  corps  are  a 
very  adaptable  tool,"  says  Ernst  &. 
Whinney's  David  Berenson.  "People 
think  they're  for  small  businesses, 
but  they  don't  have  to  be."  Omega 
Corp. — which  Howard  Hughes  was 
affiliated  with — was  a  Sub  S. 

Another  alternative  is  the  trusty 
master  limited  partnership  (MLP). 
Here,  too,  profits  (and  losses)  pass  di- 
rectly to  the  partnership's  owners. 
Until  recently,  most  MLPs  have  held 
wasting  assets  like  oil  or  timber,  but 
now  other  firms  are  going  that  route. 
Standard-Pacific  Corp.,  California's 
big  (1985  revenues,  $266  million) 


home  builder,  hopes  to  disincorporate 
into  an  MLP  by  year's  end.  Last  year 
the  company  and  its  unconsolidated 
subsidiary  paid  $12  million  in  taxes.  If 
the  conversion  goes  through,  it  will 
pay  no  more  corporate  income  taxes, 
leaving  more  cash  for  higher  distribu- 
tions to  partners  and  more  capital  to 
reinvest  in  the  company.  Several  large 
developers  have  gone  or  are  going  the 
same  route,  including  Newhall  Land 
&  Farming  Co.,  N.V.  Homes  and  Uni- 
versal Development  Corp. 

What  about  limited  liability,  a  ma- 
jor attraction  to  incorporating?  The 
problem  is  not  insurmountable.  In 
most  partnerships  the  general  part- 
ners protect  themselves  by  establish- 
ing a  corporation  that  owns  a  piece  of 
the  general  partnership  (limited  part- 
ners are,  by  definition,  liable  only  up 
to  the  amount  of  their  investment). 
The  corporation  then  indemnifies  the 
general  partners. 

Price  Waterhouse  tax  partner  Leon 
Nad  thinks  even  "large  public  compa- 
nies might  choose  to  expand  by  going 
the  MLP  route."  But  don't 
hold  your  breath  for  Gener- 
al Motors  to  convert  to  a| 
partnership.  "These  con- 
versions are  best  suited  to 
mature  companies  that 
generate  cash  and  don't  re- 
quire lots  of  capital  invest- 
ment," counsels  Gidon  Co- 
hen, an  investment  banker  with  Bear, 
Stearns,  who  has  worked  on  several 
conversions. 

Congress  could,  of  course,  reduce 
the  incentive  to  disincorporate  sim- 
ply by  taxing  large  limited  partner- 
ships as  if  they  were  corporations. 
This  has  been  considered  before.  Or 
lawmakers  might  repeal  the  General 
Utilities  Doctrine;  that  would  make 
liquidations  into  MLPs  prohibitively 
expensive  (Forbes,  Jan.  15). 

Despite  the  uncertainties,  Ernst  & 
Whinney's  Berenson  advises  that  con- 
sidering disincorporation  "will  be  a 
mandatory  analysis  for  all  privately 
held  companies,  and  even  for  some 
public  companies." 
America,  Disinc?  ■ 
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THERE  ARE  SOME  THINGS  EVEN 
CHANGE  WON'T  CHANGE. 

We  re  changing  our  name  from 
New  England  Life  to  The  New  England. 

The  reason?  As  important  as  life  insurance 
remains  to  our  business,  we  are  more  than  that 
today.  Much  more.  We're  a  partnership  of  com- 
panies offering  a  broad  array  of  financial  prod- 
ucts-insurance, stocks,  bonds,  mutual  funds, 
real  estate  investments,  tax  shelters  and  a  finan- 
cial planning  arm  to  help  you  take  best  advan- 
tage of  them. 

What  haven't  changed  are  our  values  - 
values  that  have  been  important  to  our  custom- 
ers for  150  years.  We  continue  to  believe  in 
long-term  relationships.  Place  integrity  above 
expediency.  Stress  service.  And  operate  at  all 
times  with  an  insistence  on  quality. 

If  you  feel  at  home  with  these  values, 
come  to  New  England. 


The  New  England 

Your  Financial  Partner 


c&c 


Computers  and  Communications 


Commu- 
nications 


Computers 


Electron 
Devices 


Home 


Designed  by  artist  Kenneth  Noland,  the  chart  depicts  NEC's  sales  growth  curve  from  fiscal  yea 


my  for  all  your  Computer  &  Communications  needs. 


Using  just  computers  alone  or  just 
communications  alone  can't  solve 
the  complex  problems  of  the 
Information  Age.  You  need  both. 

We  anticipated  this  need  long 
before  anyone  else  and  laid  the 
sound  foundation  of  NEC's  commit- 
ment to  C&C—the  integration  of 
computers  and  communications. 

NEC  is,  we're  proud  to  say,  the 
one  company  in  the  world  that's  not 
only  top-ranked  in  computers  and 
communications,  but  in  electron 
devices  as  well.  And  we  continue  to 
be  an  active  force  in  the  burgeoning 
home  electronics  industry,  too. 

Today,  NEC  is  your  best  choice 
for  over  15,000  products  and  your 
best  choice  to  provide  the  ultimate 
in  C&C  technology  to  tie  them  all 
together. 

Since  1899,  NEC  has  had  strong, 
vital  management  and  an  unwaver- 
ing commitment  to  research  and 
development.  That's  part  of  the 
reason  why  our  sales  have  reached 
$9.2  billion  in  more  than  140  coun- 
tries throughout  the  world,  for  the 
fiscal  year  ending  March  1985. 

NEC.  Ready  today  with  what  you 
need  today. 


NEC 


Taxing  Matters 


The  Packwood  tax  bill  would  have  the 
Treasury  collect  taxes  on  noncash  income. 
For  some  electric  utilities,  that  could  mean 
raising  capital  just  to  pay  taxes. 

Allowance  for 
destruction 
of  funds 


pie,  the  tax  rate  for  Chicago's  Com- 
monwealth Edison  was  only  26%  last 
year,  largely  because  its  AFUDC  was 
a  hefty  72%  of  net  income. 

Under  the  new  Packwood  propos- 
als, however,  some  utilities  would  be 
hit  hard.  Here's  why: 

The  minimum  tax  takes  as  its  base 


By  Robert  McGougfa 


Imagine  picking  up  a  utility  stock 
prospectus  next  year.  Turning  to 
the  "use  of  proceeds"  you  read: 
"The  company  plans  to  use  such  pro- 
ceeds for  its  construction  program,  for 
general  corporate  purposes  and  to  pay 
taxes." 

Selling  stock  to  pay  taxes?  While 
they  may  not  admit  it  so  openly  in 
a  prospectus,  it  may  come  to  that 
for  some  electric  utilities. 

At  the  same  time  that  utilities 
are  under  pressure  from  the  ac- 
countants (see  story,  p.  70),  they  are 
getting  squeezed  by  the  Packwood 
tax  proposal.  The  proposal,  partic- 
ularly the  minimum  corporate  tax, 
would  take  real  cash  from  utilities. 

Those  most  at  risk  are  heavy  us- 
ers of  an  accounting  practice  called 
"allowance  for  funds  used  during 
construction,"  or  AFUDC.  If  the 
Packwood  proposal  goes  through, 
it  might  as  well  be  called  allow- 
ance for  destruction  of  funds. 
"Where  it  hits  initially,"  says 
Mark  Luftig,  an  analyst  at  Salomon 
Brothers,  "is  people  who  can  afford  it 
the  least." 

In  the  wonderland  of  public  utility 
accounting,  utilities  are  allowed  to 
report  as  income  their  allowance  for 
funds  used  during  construction — in 
effect,  the  opportunity  cost  of  money 
used  to  build  new  plants.  The  AFUDC 
is  not  real  cash  income,  of  course,  but 
it  sure  looks  good  on  the  income 
statement.  Public  Service  of  New 
Hampshire  reported  net  income  of 
$155  million  last  year.  But  155%  of 
that  was  accounted  for  by  AFUDC's 
phantom  income. 

Better  yet,  the  IRS  has  agreed  not  to 
tax  AFUDC  income.  Thus,  for  exam- 


the  taxable  income  of  the  company  as 
reported  to  the  IRS.  But  then  it  adds 
back  preference  items  such  as  acceler- 
ated depreciation.  Packwood  also 
adds  back  half  the  difference  between 
this  sum  and  the  pretax  income  re- 
ported to  shareholders.  The  resulting 
sum  is  then  taxed  at  20%.  The  plan 
goes  a  step  further  by  disallowing  any 
deductions  for  investment  tax  credits 
from  that  20%  tax  liability. 

Example:  Suppose  income  reported 
to  the  IRS,  including  the  accelerated 
depreciation  add-back,  comes  to  $100 
million.  But  pretax  income  reported 
to  shareholders  comes  to  $400  mil- 
lion. Then  the  Packwood  bill  would 


increase  taxable  income  by  $150  mi 
lion  (50%  of  $300  million),  puttir 
taxable  income  not  at  $100  millio 
but  at  $250  million.  Ouch!  And  tf 
resulting  alternative  minimum  taxi 
ability  could  no  longer  be  softened  b 
investment  tax  credits. 

What  will  happen  is  that  some  util 
ties  will  start  paying  tax  on  what  use 
to  be  credits  or  deductions.  Moreove 
utilities  will  be  taxed  on  that  fiction; 
AFUDC  income.  Under  Packwoot 
Commonwealth  Edison,  with  $40 
million  of  unused  investment  tai 
credits  and  $594  million  in  AFUDi 
income  last  year,  would  pay  four  ( 
five  times  more  taxes  than  it  expecte 
over  the  next  three  years.  Says  A 
Noftz,  the  utility's  director  of  taxes 
"For  the  first  time,  we  will  be  payin 
taxes  on  noncash  income." 

When  a  utility  finally  starts  payin 
more  than  the  minimum  tax,  it  caj 
use  part  or  all  of  what  it  paid  towar) 
the  minimum  to  offset  some  of  it 
normal  taxes.  But  it  will  take  years  fcj 
some  utilities  to  reach  that  point,  an 
in  the  meantime  regulatory  commis 
sions  may  not  grant  relief.  "You  ca 
see  some  companies  raising  capital  t 
pay  a  tax,"  says  Salomon's  Luftig. 
In  some  cases  the  changes  th 
Financial  Accounting  Standard 
Board  is  proposing  for  SFAS 
would  cause  a  one-time  hit  to  il 
come  so  large  that  it  would  reduc 
the  effect  of  the  minimum  tax.  Ai 
ter  all,  if  you  report  zero  or  nega^ 
tive  pretax  income  to  shareholders 
you  don't  have  to  worry  about  tha 
being  in  excess  of  taxable  income 
But  this  is  a  high  price  to  pay  fo 
relief  from  Packwood.  Long  Islam 
Lighting  Co.,  for  example,  stanc 
to  write  off  $1  billion  of  retained 
earnings  under  the  FASB  proposal 
The  minimum  tax  is  not  thi 
only  painful  provision  for  utilitie 
in  the  tax  bill.  "There  is  a  ver 
substantial  piece  of  revenue  that 
going  to  have  to  be  picked  up  unde 
the  Senate  bill,"  says  William  Tie 
demann,  tax  partner  at  Arthur  Ander 
sen,  "which  is  the  so-called  unbilleo 
piece."  Today,  if  a  utility  bills  its  cus! 
tomers  on  Dec.  15,  the  remaininj 
half-month  of  service  doesn't  gei 
taxed  until  the  next  year.  After  all,  the 
utility  won't  get  paid  for  it  until  nex 
year.  But  under  the  Packwood  bill,  the 
estimated  revenues  owing  (but  unl 
billed)  to  the  utility  for  this  service 
will  be  taxed.  It's  just  one  more  tax  or 
cash  that  the  utility  hasn't  received 

Caught  between  the  FASB  and  the 
tax  reformers,  the  utilities  have  little 
choice  but  to  get  more  real  cash  into 
their  earnings.  But  will  the  regulators 
listen?  ■ 
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An  Important  Message 
lb  Air  Travelers  from  Pan  Am 


F¥VMAM 


Pan  American  World  Airways,  inc. 

Pan  Am  Building 
New  York,  New  York  10166 


Dear  Air  Traveler: 

On  June  12,   1986,  Pan  Am  will  initiate  one  of  the  most  far-reaching 
security  programs  in  our  industry.     A  program  that  will  screen 
passengers,  employees,   airport  facilities,  baggage  and  aircraft  with 
unrelenting  thoroughness. 

This  program  will  be  called  ALERT.     And  while  we  can't  reveal  all 
that  it  entails,  we  can  tell  you  this: 

•  It  will  replace  all  present  security  systems  for  Pan  Am. 

•  It  will  be  operated  by  our  own  Pan  Am  World  Services  Company, 
which  is  presently  responsible  for  security  at  many  sensitive 
military  locations,  including  Patrick  Air  Force  Base,  and  the 
Trident  Submarine  Base. 

•  It  will  involve  Pan  Am's  own  highly  trained  security  experts, 
and  many  of  the  most  sophisticated  screening  devices  in  the 
world,   at  Pan  Am  locations  here  and  abroad. 

•  Pan  Am  World  Services  will  be  working  in  close  cooperation 
with  security  and  military  forces  provided  by  the  governments 
of  the  United  States  and  other  countries. 

•  Between  now  and  June  12,  our  existing  security  system  will  be 
operating  at  increased  strength. 

•  Effective  immediately,   all  Pan  Am  passengers  are  advised  to 
check-in  at  least  two  hours  before  international  departures. 

We  at  Pan  Am  feel  that  the  ALERT  program  is  more  than  worth  the  extra 
costs  in  both  time  and  money.     And  we're  sure  you  agree. 

Europeans,  by  the  way,   feel  exactly  as  we  do.     Security  in  every 
airport  served  by  Pan  Am  has  been  strengthened  enormously.  The 
governments  of  France,   Italy,  Britain,  Germany  and  every  other  country 
we  fly  into,   have  also  taken  extraordinary  steps  to  ensure  your  safety 

No  one,  of  course,  can  ever  minimize  the  seriousness  of  the  incidents 
that  have  made  ALERT  necessary.  But  proportionately,  these  incidents 
are  exceedingly  rare. 

With  our  new  ALERT  program,   and  with  your  help,  we  at  Pan  Am  are 
determined  to  provide  a  safe  and  secure  environment  for  our  passengers 

Sincerely , 


C.  Edward  Acker 

Chairman  of  the  Board  and 

Chief  Executive  Officer 


Martin  R.   Shugrue,  Jr. 
Vice  Chairman  and 
Chief  Operating  Officer 


It  takes 

a  special  kind  of  bank 

to  be  a  power  in 
both  corporate  trust 
and  Eurosecurities* 


You  might  expect  a 
bank  with  "Trust"  in 
its  name  to  be  a 
powerful  force  in 
corporate  trust  and 
agency  services. 
So  it  should  come 


When  Storer  Communications 
was  acquired  recently  by  its  man- 
agement and  SCI  Holdings,  Inc. — 
a  corporation  organized  by  Kohl- 
berg,  Kravis,  Roberts  &.  Co. — 
Bankers  Trust  was  selected  as 
exchange  agent  for  the  $2.6  bil- 
lion acquisition.  Our  specialized 
reorganization  processing  team 
handled  twelve  of  the  largest 
mergers  in  1985,  totaling  over 
$10  billion. 


as  no  surprise 
that  more  than 
2,000  corporate  and 
governmental  entities 
worldwide  depend  on 
Bankers  Trust  to  service 
over  $  1 50  billion  in 
securities.  (We 
.  exercise  fiduciary 
»  responsibility 
for  over  $80 
billion  in  debt  securities  alone. ) 

But  for  the  same  bank  to  be  a 
major  force  in  the  Euromarkets — 
that  might  seem  surprising.  Yet 
last  year,  Bankers  Trust  lead- 
managed  26  Eurosecurity  offer- 
ings totaling  $2.5  billion.  And  was 
one  of  the  most  active  participants 
in  the  secondary  market,  where 
we  are  a  market-maker  in  over 
500  different  Eurosecurities. 


Such  dual  leadership  is  the 
result  of  Bankers  Trust's  remark- 
able brand  of  banking:  merchant 
banking. 

Merchant  banking  blends 
two  distinct  aspects  of  banking. 
One  is  the  lending  capabilities  and 
breadth  of  non-credit  services  of  a 
commercial  bank.  Among  these 
are  our  trust  and  agency  services. 

The  other  half  of  merchant 
banking  involves  the  intermediary 
skills  and  entrepreneurial  spirit  of 
an  investment  bank.  From  this 
half  springs  our  strength  in  the 
Euromarkets. 

It's  this  combination  of 
investment  and  commercial  bank- 
ing services  that  has  made 
Bankers  Trust  the  choice  of  so 
many  private  and  public  sector 
entities.  For  more  often  than  not 
these  days,  what  once  were  purely 
commercial  banking  functions 
now  require  a  considerable  degree 
of  investment  banking  know- 
how.  And  vice  versa. 

The  combination  has  worked 
to  give  Bankers  Trust  leadership 
in  many  areas.  Among  them: 

Trading.  From  our  state-of- 
the-art  trading  room  in  New  York, 


It  takes  BankersTrust 


e  execute  over  $  16  billion  in 
toney,  securities  and  currency 
ansactions  daily.  Bankers  Trust 
today  one  of  the  five  largest  pri- 
tary  dealers  in  United  States 
Dvernment  securities. 

Loan  syndication.  We  play 
major  role  in  the  global  syndi- 
ited  loan  and  Euronote  market, 
/e  are  sixth  among  the  top  50 
ad  managers  worldwide,  and  are 
inked  fifth  by  leading  partic- 
>ants  in  the  world's  capital 
larkets  in  terms  of  innovative 
istruments  and  pricing. 

Swaps.  Bankers  Trust  is  a 
liversally  acknowledged  market 
ader  in  the  intricate  world  of 
irrency  and  interest  rate  swaps. 
1 1985,  our  team  of  specialists  in 
ew  York,  London,  Tokyo,  Hong 
ong  and  Toronto  completed  an 
'erage  of  more  than  three  deals 
rery  day. 

Securities  services.  Our  se- 
lrities  services  capabilities  go  far 
iyond  our  leadership  in 
orldwide  custody  and  clearance, 
also  offer  programs  like 


Institutional  Brokerage,  Securities 
Lending  and  Dividend  Plus  to  maxi- 
mize the  earning  power  of  the 
securities  we  service. 

In  almost  every  area, 
Bankers  Trust's  merchant  banking 
skills  can  serve  you,  and  serve  you 
well.  Indeed,  many  clients  now 
turn  to  us  for  virtually  all  of  their 
banking  needs. 

Merchant  banking.  If  you're 
not  yet  taking  advantage  of  it, 
you  should. 
With  the  special 
kind  of  bank 
that  can  best 
put  it  to  work 
for  you: 
Bankers  Trust. 


In  1985,  Bankers  Trust  brought 
a  $350  million  Eurobond  issue 
to  market  for  the  European 
Economic  Community.  It  was 
the  largest  bond  and  swap  issue 
ever,  and  one  of  many  arranged 
by  Bankers  Trust. 


IBankersTrust  Company 

Merchant  banking,  worldwide. 


Forget  its  horrendous  first  quarter  and 
depressed  stock  price,  MCorp  is  one  Texas 
bank  that  still  has  good  things  going  for  it. 

Hidden  muscle 


By  Alan  H.  Field 

On  the  surface  things  seem 
pretty  grim  at  Texas'  second- 
largest  bank  holding  company, 
Dallas-based  MCorp.  With  63  banks 
across  the  state  and  $23  billion  in 
assets,  MCorp  lost  $119.9  million  in 
the  quarter  ended  Mar.  31,  after  de- 
claring a  loan-loss  provision  of  $219.6 
million,  the  highest  in  its  history. 
And  some  of  the  gloomier  analysts 
say  the  company  could  show  a  loss  of 
up  to  $1  per  share  for  1986.  MCorp's 
recent  stock  price,  around  18,  is  about 
half  its  peak  of  1982  (when,  before 
merging  with  Southwest  Bancshares, 
it  was  known  as  Mercantile  Texas 
Corp.)  and  only  $4  above  its  52-week 
low.  It's  even  been  criticized  for  pub- 
licly underestimating  the  weakness  of 
its  portfolio  of  energy  loans  (Forbes, 
Apr.  7). 

Somehow,  though,  the  market  and 
a  lot  of  analysts  seem  to  have  over- 
looked significant  muscle  in  the  hold- 
ing company's  balance  sheet.  MCorp 
is  sitting  on  a  comfortable  cushion  of 
hidden  assets  that  include  at  least 
$200  million  in  nonrecurring  gains. 
But  far  more  important  is  MTech,  a 
wholly  owned  subsidiary  and  the  na- 
tion's leading  supplier,  with  1,300  cli- 
ents, of  electronic  data  processing  to 
small  and  medium-size  banks. 

MTech  is  expected  to  earn  $15  mil- 
lion on  $205  million  in  sales  this  year 
and  has  grown  at  a  compound  40% 
annual  rate  since  the  holding  compa- 
ny bought  it  ten  years  ago  for  a  mere 
$2.1  million.  Growth  through  1990  is 
expected  to  slow  with  increased  com- 
petition but  still  perk  along  at  20%  to 
25%  annually.  This  financial  services 
arm  is  apparently  valued  at  less  than 
$50  million  on  MCorp's  books,  but 
there  is  little  doubt  that  its  true  worth 
is  about  six  times  that. 


Will  ran  (Xirtiix-k 


MCorp  Chairman  Gene  H.  Bishop 
Strength  through  data  services. 


Quality  high-tech  service  compa- 
nies like  MTech  usually  sell  at  high 
multiples.  For  example,  its  smaller 
but  most  significant  competitor,  Sys- 
tematics,  Inc.  of  Little  Rock,  Ark. 
($123  million  revenues,  $10.8  million 
earnings  projected  for  1986),  has  an 
o-t-c  market  value  of  about  $270  mil- 
lion and  trades  at  a  P/E  of  25.  MCorp's 
own  estimate  that  MTech  would  be 
worth  about  $300  million  if  it  were 
sold  outright  may  be  modest. 

The  bank  holding  company  is  try- 
ing to  figure  out  the  most  effective 
way  to  make  Wall  Street  appreciate 
this  nifty  asset  and  at  the  same  time, 
of  course,  bolster  MCorp's  stock.  "We 
have  the  option  to  spin  off  a  part  of 
MTech  or  the  entire  company,"  notes 
MCorp's  cigar-smoking  Chairman 
and  Chief  Executive  Officer  Gene  H. 
Bishop.  "We  have  to  maximize  the 
value  of  MTech  for  shareholders." 

But  it  would  not  look  too  bright  for 
MCorp  to  sell  the  entire  operation  and 
sacrifice  earnings  growth  that  the  par- 


ent still  needs  badly.  Bishop,  H 
seems  to  understand  that.  "It's 
means  of  diversifying  our  earnir  I 
that  is  unimpeded  by  what  happrns  1 
the  energy  sector,"  he  says.  "tI 
growth  at  MTech  will  far  outstil 
what  we  do  in  the  banking  sector. "I 

Far  more  likely  is  that  Bishop  wl 
sell  a  portion,  probably  20%, 
MTech  in  a  public  offering,  which  hi 
accountants  say  could  fetch  perhal 
$60  million.  Even  that  sum  would  II 
a  substantial  capital  gain  (remembel 
MCorp  paid  only  $2.1  million  til 
MTech)  and  a  welcome  offset  fll 
some  of  those  loan-loss  reserves.  II 
addition,  the  gain  would  likely  be  tall 
free,  since  another  part  of  MCorpB 
cushion  is  $70  million  in  unused  ta:l 
loss  carryforwards. 

The  timing  and  extent  of  aril 
MTech  sale,  however,  will  probabll 
depend  on  the  direction  of  oil  pricel 
and  whether  MCorp's  loan  portfolil 
deteriorates  any  further.  Because  cl 
the  large  writeoffs,  that  portfolio  il 
now  only  11%  energy  loans,  well  bfll 
low  the  15.4%  average  (as  of  Dec.  3 1 1 
1985)  for  the  top  five  Texas  banksl 
And  if  oil  prices,  which  recently  stabjl 
lized  around  $15  a  barrel,  don't  weak! 
en  further,  analysts  say  MCorp  couljj 
earn  as  much  as  65  cents  a  share  ill 
each  of  the  three  quarters  remaining 
this  year  and  $3  a  share  in  1987. 

If  oil  dives  lower  in  the  short  term! 
MCorp  could  fall  back  on  a  fat  packjl 
age  of  nonrecurring  gains  as  a  quicljl 
prop  for  its  balance  sheet.  The  packl 
age  includes  about  $100  million  iril 
unrealized  income  from  securities 
transactions;  $70  million  in  unused 
tax-loss  carryforwards;  about  $50  miM 
lion  in  gains  from  restructuring  its 
pension  liabilities;  and  probably  $1Q 
million  in  automobile  receivables 
that  can  be  packaged  and  sold.  In  aj 
dire  emergency,  MCorp  could  sell  the 
credit  card  portfolio  of  its  MNet  divi- 
sion, the  largest  in  Texas,  for  a  likely] 
gain  of  between  $60  million  and  $90 
million. 

That  doesn't  mean  there  aren't  pit- 
falls in  MCorp's  stock.  Even  if  it  takes 
huge  nonrecurring  gains,  bank  regula- 
tors would  likely  force  MCorp  to  cut 
its  dividend  (35  cents  a  quarter)  for  the 
first  time  in  its  history  if  operating 
profits  don't  cover  the  dividend.  That 
would  probably  send  the  stock  tum- 
bling in  the  short  run. 

But  in  the  long  term,  MCorp  is 
clearly  not  a  typical,  blown-out,  oil- 
field bank  company.  With  large  banks 
in  both  Houston  and  healthier  Dallas, 
a  strong  credit  card  subsidiary  and  a 
profitable,  possibly  revalued  MTech, 
MCorp  looks  like  one  of  the  best 
Southwest  banking  bets  around.  ■ 
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FORBES,  JUNE  16,  1986 


itch  the  Spirit 


American  spirit, 
enturous.  Vital  Resourceful, 
very  heart  of  the 
mean  story. 


history  of  America  is  far 
iting  and  revealing  than  the 
3k  tales  of  Presidents  and 
it  is  a  fabulous  drama.  Burst- 
:riumphs  and  tragedies.  Victo- 
ailures.  Authentic  heroes  and 
ithentic  villains.  It  is  the 
spirit  come  to  life.  Exciting 
ewarding  to  discover, 
magazine,  AMERICAN 
5;  has  been  telling  the  story  of 
ican  adventure  for  more  than 
ides.  And  it  tells  it  with  style, 
ear,  AMERICAN  HERITAGE 
red  with  two  of  publishing's 
:ted  prizes — the  National 
Awards  for  General  Excel- 
for  our  single-topic  issue  on 
Medicine. 

;ten  by  some  of  the  most  cele- 
d  lively  authors  of  our  day, 
V  HERITAGE  is  the  best  known 
respected  chronicler  of  the 
spirit  and  the  lessons  of  our 
leticulously  researched  in 
l's  archives  and  beautifully 
it  is  a  treasure  of  rare  paint- 
tographs,  maps,  and  letters, 
six  times  a  year,  AMERICAN 
\  explores  all  aspects  of  our 
)ast,  from  the  Founding 
the  politicos  in  smoke-filled 
3m  the  birth  of  Hollywood 
den  age  of  advertising,  from 
of  Iwo  Jima  to  the  Treaty  of 
from  Mississippi  riverboats 
space. 

:h  the  spirit  of  America  in 
N  HERITAGE.  It's  the  perfect 
)u  and  your  family  to  expand 
vledge  and  understanding  of 
ry  that  is,  in  Lincoln's  words, 
best  hope  of  earth." 


a  available  in  B.  Dalton 
ers,  Wa/den  hooks,  and 
vsstands  everywhere. 


AMERICA 


ERITAGE 


SME  25% 


off  the  regular  subscription  rate  and  receive  our 
Guide  to  America s  Greatest  Historic  Places 
absolutely  free  with  your  paid  subscription. 


YES! 


Please  send  me  the  next  eight  months  of  AMERICAN  HERITAGE 
(four  issues)  for  only  S12.00. 
□  Payment  Enclosed    □  Bill  me 


Name 


Address 


City 


60  Fifth  Avenue  •  IMew  York,  NY  10011 


State 


Zip 


0500 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these 
The  offering  is  made  only  by  the  Prospectus. 


New  Issue 

$250,000,000 

Trump  Plaza  Funding,  Inc. 

Mortgage  Bonds  Due  June  15, 1998 

Non-recourse  Limited  Guaranty  of  Payment  by 

Trump  Plaza  Associates 

Copies  of  the  Prospectus  may  be  obtained  from  the  undersigned 
in  any  State  in  which  this  announcement  is  circulated,  and 
where  such  securities  may  lawfully  be  offered. 


Bear,  Stearns  &  Co.  Inc. 

New  York/Atlanta/Boston/Chicago/Dallas/Los  Angeles/San  Francisco 
Amsterdam/Geneva/Hong  Kong/London/Paris 


May  19. 1986 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


4,600,000  Shares 

The  Bear  Stearns  Companies  Inc. 

Common  Stock 
Price  $35  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement 
is  circulated  from  only  such  of  the  Underwriters,  including  the  undersigned, 
as  may  lawfully  offer  these  securities  in  such  State. 


■BSB 


3,100,000  Shares 

The  above  shares  were  underwritten  by  the 
following  group  of  U.S.  Underwriters. 

lear,  Stearns  &  Co.  Inc. 

The  First  Boston  Corporation 
Goldman,  Sachs  &  Co. 

Merrill  Lynch  Capital  Markets 
Morgan  Stanley  &  Co. 

Incorporated 

Salomon  Brothers  Inc 

Shearson  Lehman  Brothers  Inc. 


BD  Securities  Corporation  Alex.  Brown  &  Sons  Deutsche  Bank  Capital 

Incorporated  Corporation 


illon,  Read  &  Co.  Inc. 


rexel  Burnham  Lambert 

Incorporated 

ambrecht  &  Quist 

Incorporated 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

EuroPartners  Securities  Corporation 
E.  F.  Hutton  &  Company  Inc. 


idder,  Peabody  &  Co.     Lazard  Freres  &  Co.     Montgomery  Securities 

Incorporated 


PaineWebber 

Incorporated 


Prudential-Bache 

Securities 


ppenheimer  &  Co.,  Inc. 
obertson,  Colman  &  Stephens     L.  F.  Rothschild,  Unterberg,  Towbin,  Inc 


mith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Swiss  Bank  Corporation  International  Securities  Inc. 

/ertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

lay  8,1986 


1,500,000  Shares 

The  above  shares  were  underwritten  by  the 
following  group  of  International  Underwriters. 

Swiss  Bank  Corporation  International  Limited 
Bear,  Stearns  International  Limited 

S.  G.  Warburg  &  Co.  Ltd. 


Algemene  Bank  Nederland  N.V. 


Banque  Paribas  Capital  Markets 
Limited 


Banca  Commerciale  Italiana 


Credit  Suisse  First  Boston 

Limited 


Daiwa  Europe     Deutsche  Bank  Capital  Markets     Enskilda  Securities 
Limited  Limited  Skandinaviska  Enskilda 

Limited 


Amsterdam-Rotterdam  Bank  N.V.  Banca  del  Gottardo 

Banca  della  Svizzera  Italiana  Bank  Julius  Baer  &  Co.  AG 

Bank  Mees  &  Hope  NV     Compagnie  de  Banque  et  d'lnvestissements,CBI 

Ferrier  Lullin  &  Cie.  S.A.  Goldman  Sachs  International  Corp. 

Great  Pacific  Capital  S.A.  HandelsBank  N.W.  (Overseas)  Ltd. 

Leu  Securities  Lombard,  Odier  International  Underwriters  S.A. 

Limited 

Merrill  Lynch  Capital  Markets  Morgan  Stanley  International 

Nederlandsche  Middenstandsbank  nv      Pierson,  Heldring  &  Pierson  N.V. 
Rabobank  Nederland 
Swiss  Volksbank 


Salomon  Brothers  International 

Limited 


Unigestion  SA,  Geneva 


Good-bye,  Cabbage  Patch,  hello,  Rambo. 
Kids'  tastes  are  changing,  and  toy  makers 
are  scrambling  to  keep  up. 


Bang,  Mom, 
you're  dead 


By  Howard  Rudnitsky 


T |  HERE  ARE  OVER  170  shopping 
days  left  before  Christmas.  But 
executives  at  Coleco,  Mattel  and 
other  leading  toy  companies  are  bit- 
ing their  nails,  wondering  if  they  and 
their  shareholders  will  enjoy  Christ- 
mas 1986. 

The  toy  business  isn't  fun  and 
games.  Instead  of  dependable  staples 
like  erector  sets  or  toy  trains,  the  $8.5 
billion  (wholesale  revenues)  industry 
increasingly  has  come  to  depend  on 
passing  fancies — products  that  soar 
for  a  few  years  and  then  sink  into 
oblivion.  For  a  while  it 
is  Star  Wars  or  Cabbage 
Patch  Kids,  Masters  of 
the  Universe  or  Trivial 
Pursuit.  Then  these 
fade,  to  be  succeeded 
by  yet  other  fads.  But 
which  fad?  What  will 
turn  Junior  on? 

All  this  has  brought 
unprecedented  volatili- 
ty to  the  toy  business. 
Old-line  names  like 
Selchow  &  Righter  and 
Milton  Bradley  sell 
out.  Giants  like  Has- 
bro, Mattel  and  Coleco 
gobble  them  up.  Up- 
starts like  View-Mas- 
ter International 
Group,  Lewis  Galoob 
Toys  Inc.  and  Worlds  of 
Wonder  Inc.  swiftly  be- 
come hot  successes 
with  one  big  hit. 

Last  year's  superhits 
were  GoBots  (Tonka), 
Care  Bears  (Kenner- 
Parker),  TransFormers 
(Hasbro),  Masters  of 
the  Universe  (Mattel) 
and    Cabbage  Patch 


Kids  (Coleco).  These  five  items  alone 
accounted  for  approximately  $1.5  bil- 
lion in  revenues,  almost  one-fifth  of 
the  entire  industry. 

On  sales  of  around  $600  million,  the 
cleverly  huckstered  Cabbage  Patch 
dolls  alone  generated  pretax  operating 
profits  of  around  $135  million  for  Co- 
leco, according  to  Thomas  Kully,  toy 
analyst  at  Chicago's  William  Blair  &. 
Co.  That's  an  almost  incredible  22 
cents  on  the  sales  dollar  for  a  product 
that  required  little  capital  investment. 

A  great  business?  Not  necessarily. 
Problem  is  few  things  last  long 
enough  to  deliver  consistent  earnings. 


Late  last  year  kids  began  cooling  o 
the  big  sellers. 

When  we  say  the  kids  were  coolir 
on  the  hits,  we  mean  really  coohn 
Cabbage  Patch  sales  appear  to 
down  50%  so  far  this  year.  Coleco 
first-quarter  1986  operating  profit 
fell  70%.  Mattel's  first-quarter  eanj 
ings  virtually  disappeared,  thanks  tj 
new-product  costs  and  slumping  sale 
of  its  Masters  of  the  Universe  acti 
fantasy  figures. 

A  problem  in  the  toy  business 
that  toymakers  normally  won't  tak 
returns.  Retailers,  therefore,  aren 
likely  to  order  new  products  until  ol) 
ones  have  been  moved,  often  at  larg 
discounts — which  means  high  vo 
ume  doesn't  always  mean  high  pro 
its,  especially  at  the  tail  end  of  a  fat 
Coleco,  faced  with  a  surfeit  of  Cat 
bage  Patch  dolls,  has  already  mad 
several  concessions.  In  this  year's  firs 
quarter  Coleco  apparently  gave  retai! 
ers  like  Toys  "R"  Us  and  Lionel  Le\ 
sure  price-support  discounts  and  e) 
tended  credit  to  Christmas  on  exisl 
ing  Cabbage  Patch  Kids  products  thj 
remain  unsold. 

In  an  unusual  move,  however,  Cc 
leco  also  gave  at  least  two  large  dis 
count  retailers  a  $5-per-doll  promc 
tional  allowance  for  buying  abou 
650,000  Cabbage  Patch  dolls— and  th 
right  to  return  any  unsold  dolls.  Say 
Morton  Handel,  Coleco  executiv 
vice  president:  "We  set  aside  a  receh 


A  Zayre  toy  department  in  Brockton,  Mass. 
More  than  a  billion  in  toy  sales  up  for  grabs. 
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bles  reserve  of  around  $40  million  in 
nticipation  of  price-protection  re- 
uirements  provided  retailers." 
/leaning  no  embarrassing  writeoffs? 
Iiat's  the  idea,  says  Handel,  who  in- 
ists  that  these  price-protection  deals 
/ere  quite  limited. 

Hasbro,  the  largest  toy  company 
sales,  $1.2  billion),  increased  first- 
uarter  earnings  by  12.4%.  Credit 
lasbro's  diverse  product  line,  which 
icludes  the  G.I.  Joe  line,  My  Little 
'ony  toy,  several  board  games  (in- 
luding  Yahtzee  and  the  Game  of  Life) 
nd  educational  toys.  And  despite  a 
rop  of  about  80%  in  GoBot  sales, 
'onka  Corp.'s  first-quarter  net  in- 
reased,  as  the  GoBot  slack  was  more 
ban  taken  up  by  strong  demand  for 
'onka's  Pound  Puppies  plush  ani- 
lals,  first  introduced  last  year. 

What  makes  this  business  especial- 
f  frustrating  is  that,  while  it  remains 
3ugh  to  deliver  consistent  earnings, 
tie  overall  spending  on  toys  is  rising, 
'ideogames  and  Cabbage  Patch  dolls, 
t  up  to  $40  each,  taught  the  indus- 
ry's  marketers  that  parents  and 
randparents  will  gladly  spend  more 
n  a  doll,  game  or  toy  than  was  previ- 
usly  thought  likely.  Before,  the  price 
arrier  had  been  $20.  Toy  spending 
er  child  in  1985  was  about  $175,  up 
x>m  around  $100  only  five  years  ago. 
upporting  the  price  trend  are  some 
ivorable  demographics,  in  particular 
rising  disposable  income  and  a  10% 


'eddy  Riixpitis  on  display 
'or  $65,  a  talking  teddy. 

r  so  annual  growth  in  the  number  of 
hildren  aged  4  to  12. 
For  several  toymakers  the  great 
ope  this  year  and  next  rides  on  the 
lectronic  toy  category.  These  are 
lore  expensive  dolls  and  animals 
bat  talk  and  move  with  the  aid  of 
ape  cassettes  and  relatively  sophisti- 
ated  electronic  chips.  The  first  suc- 
essful  product  to  come  on  the  mar- 
et  last  year  was  Worlds  of  Wonder's 
eddy  Ruxpin  ($65),  a  talking  bear, 
ewis  Galoob  Toys  Inc.  of  South  San 
rancisco  has  received  a  favorable  re- 
eption  with  its  Baby  Talk  electronic 
oil  (at  around  $75,  retail).  Most  re- 
ently,  Hasbro  has  introduced  a  talk- 


ing bear  and  monkey  (at  around  $65). 
Some  toy  executives,  however,  sus- 
pect electronic  toys  could  turn  out  to 
be  a  passing  fad  and  result  in  another 
fiasco  like  that  of  videogames.  This  is 
why  many  electronic  dolls  were  not 
first  introduced  by  big,  established 
producers  but  by  smaller,  entrepre- 
neurial companies  like  Worlds  of 
Wonder,  View-Master  and  Lewis  Ga- 
loob Toys.  The  big  companies  are  now 
hopping  on  the  bandwagon. 

And  there's  the  real  rub:  Predicting 
which  toys  will  catch  on  with  kids  is 
at  least  as  difficult  as  predicting 
which  movies  will  score  at  the  box 
office — in  other  words,  almost  impos- 
sible. Figure  this  out,  if  you  can:  Mil- 
lions of  parents  of  today's  kids  spent 
the  1960s  and  early  1970s  demon- 
strating against  the  Vietnam  War  and 
violence.  Yet  war-related  figures  and 
toy  gun  sales  will  probably  top  $1 
billion  this  year,  five  times  their  sales 
in  1982. 

Mother  may  be  horrified  when  her 
child  shouts,  "Bang,  Mom,  you're 
dead,"  but  if  a  toy  gun  or  combat 
figure  is  what  the  child  wants,  that's 
what  he  or  she  will  get.  Thus  has 
Coleco  introduced  its  Rambo  action 
doll  line,  shooting  for  a  share  of  Has- 
bro's G.I.  Joe  line,  sales  of  which  have 
climbed  from  $50  million  in  1982  to 
$136  million  last  year. 

To  the  disgust  of  radical  feminists, 
Mattel's  Barbie  dolls,  introduced  in 
1959,  also  continue  to  sell  well.  Bar- 
bie line  sales  hit  $250  million  at 
wholesale  last  year.  Hasbro  has  intro- 
duced Jem,  a  new  fashion  doll,  based 
on  music  videos,  aimed  at  Barbie's 
market. 

So,  the  trends  will  make  neither 
feminists  nor  peace  activists  happy. 
But  toymakers  this  year  are  under 
pressure  to  introduce  a  large  number 
of  new  toy  lines  to  fill  the  void  left  by 
fading  hits.  The  five  largest  toy  com- 
panies are  expected  to  spend  some  14 
cents  of  each  sales  dollar  on  advertis- 
ing and  promotional  allowances.  Has- 
bro and  Mattel  alone  could  wind  up 
spending  some  $180  million  and  $190 
million,  respectively,  and  Coleco  and 
Kenner  may  spend  around  $80  mil- 
lion to  $100  million  each. 

Much  of  the  spending  will  be  for  TV 
time.  Many  of  the  hit  toy  products — 
notably  He-Man  and  Masters  of  the 
Universe,  Thundercats  and  Princess 
of  Power — are  also  characters  on  Sat- 
urday morning  and  daily  afternoon 
TV  cartoon  programs.  Will  this  year 
bring  a  happy  Christmas  to  the  toy 
folks?  Only  for  those  who  produce 
hits.  Like  a  lot  of  American  industry 
today,  the  toy  business  is  more  than 
ever  show  business.  ■ 


Bles  TANQUE°-' 


Own  a  bottle. 


its  worth  the 
price  to  have  at  least  oriel 
thing  in  your  life  that's 
absolutely  perfect. 


Tanqueray  Gin.  A  singular  experiencJ 

TANQUEHAr*  IMPORTED  ENGLISH  GIN,  100S GRAIN  NEUTRAL  SPlHm 
94  6  PROOF  IMPORTED  Br  DiSTillERS  SOMERSET  s  y  N  «  c  198* 
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"We've  made  a  $100  mill 

\ 


i 


Revenues  per  Employee 


1981  $175,000 

1985 

$285,000 

Percentage  of  P/C  Premiums 

from  Automated  Agents 

1981  8.4% 

1985  50.3% 

Current  yield  wasn't  our  goal.  A  long-term 
return— aimed  at  reducing  costs  and 
boosting  productivity  through  automa- 
tion— was  the  objective.  And  that's  a  key 
part  of  the  new  strategy  that  has  been 
driving  Continental  since  the  early  1980s. 

What  happened  to  the  $100  million? 
Some  of  it  was  spent  on  our  top  indepen- 
dent agents  to  help  them  automate  their 
operations  and  link  up  with  our  main 
computer.  Part  of  the  money  computer- 


ized our  claims  operation.  And  some 
the  dollars  will  enable  many  of  our  o 
ing  units  to  share  on-line  underwritin 
information  and  expertise — regardles 
their  location  worldwide. 

These  actions  and  other  measu  res  tc 
cost  effectiveness  have  already  startec 
pay  off.  Automated  agents  are  beginr 
to  give  us  more  business  than  non-au 
mated  agents.  And  that  leads  to  more 
itable  business.  Revenues  per  employ 


ensen, 

1! 


lour  01 
fenizii 


estment  that  isn't  yielding  a  penny.' 


risen  over  60  percent;  our  claims  pro- 
ig  has  been  made  more  efficient 
ccurate;  and  our  adjusters  can  in- 
/  verify  most  policyholder  coverages, 
've  made  other  changes  in  keeping 
)ur  new  corporate  strategy.  Like 
anizing  our  resources  to  better  serve 
lal  insurance  brokers  and  their  cus- 
's.  And  refining  our  independent 
y  network  in  order  to  develop  long- 
ies  with  a  handpicked  group  of 


profit-oriented  agents.  We've  also  added 
new  distribution  channels.  We've  selec- 
tively expanded  our  life  and  health  busi- 
ness, and  developed  new  products  and 
services  for  promising  niche  markets. 

We  believe  today's  Continental  has 
the  future  covered.  Write  for  our  latest 
annual  report:  The  Continental 
Corporation,  Dept.  RG,  Corp.  Comm., 
180  Maiden  Lane,  New  York,  NY  10038. 
Or  call  (212)  440-7747. 


Insi 


M  "^Continental 
Insurance 

We  have  the  future  covered. 


People  buying  utility  stocks  for  their  diver- 
sification prospects  should  listen  carefully 
to  Don  Frisbee.  He's  been  there. 


Mixed  rewards 


Chairman  Don  C.  Frisbee 


For  a  bureaucratic  mind-set,  the  exhilaration  of  taking  risks. 
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11  earn  maybe  $5  million  this  year. 
As  Frisbee  sees  it,  Pacificorp's  di- 
rsification  helped  break  the  conser- 
tive,  security-oriented,  almost  bu- 
mcratic  mind-set  that  afflicts  many 
ility  managements.  "It  has  given  a 
il  lift  to  the  organization,"  Frisbee 
/s,  "and  enabled  us  to  develop  a 
)re  risk-taking  attitude." 
Even  so,  Pacificorp's  diversification 
s  not  been  an  unmitigated  triumph, 
lad  to  learn  by  doing,  as  John  Dew- 
always  advised,  and  the  price  was  a 
4  million  loss  over  the  past  year  or 
in  an  abortive  oil  and  gas  explora- 
n  venture,  another  $78  million  loss 
various  ill-conceived  venture  capi- 
and  telecommunication  manufac- 
ring  ventures. 

What  Frisbee  is  looking  for  is  what 
sryone  else  is  looking  for:  a  decent 
urn,  superior  growth  and  some  fit 
th  his  company's  skills.  Which 
;ans,  Frisbee  says,  service  business- 
But  it's  not  easy  to  find  businesses 
it  will  perform  as  well  as  electric 
ilities,  whatever  their  problems. 
:rco's  operating  income  is  up  only 
%  since  1981,  Telecom's  34%, 
lile  electric  utility  income  is  up 
arly  85%.  And  Pacificorp's  electric 
siness  has  not  only  grown  faster,  it 
w  yields  a  better  return:  16%,  vs. 
>  for  Telecom,  15%  for  coal. 
What  of  the  future?  At  the  moment 
looks  less  than  sensational.  The 
ly  competition  keeps  nibbling  away 
its  market,  Frisbee  doesn't  expect 
;  electric  business  to  grow  more 
in  2%  a  year.  The  prospects  for  coal 
d  precious  metals  are  even  less 
artening.  Declining  prices  have  cut 
)fits  in  coal  and  generated  losses  in 
icious  metals,  with  little  immedi- 
:  relief  in  sight.  Telecommunica- 
ms  is  picking  up,  though  its  pros- 
cts  will  remain  uncertain  as  the 
lustry  adjusts  to  the  breakup  of 
r&T.  Clearly,  while  diversification 
s  helped,  it  has  been  no  panacea, 
rhough  the  SEC  will  require  Pacifi- 
rp  to  write  off  an  additional  $9  mil- 
n  this  year  on  oil  and  gas,  last  year's 
»ses  in  oil  and  manufacturing  are 
linly  behind.  But,  otherwise,  practi- 
lly  everything  is  out  of  whack, 
rerall,  first-quarter  earnings  were 
wn  18%.  Electric  earnings  were  off 
%,  Nerco's  67%,  and  Telecom's 
a  gain  wasn't  enough  to  offset  these 
clines.  Things  are  so  uncertain  that 
this  point  Frisbee  is  making  no 
^dictions  about  whether  Pacificorp 
11  be  able  to  match  even  1985's 
mewhat  underpar  results. 
So  the  lesson  is  obvious:  Don't  ex- 
ct  diversification  to  work  wonders 
the  utility  industry  any  more  than 
has  in  railroads  or  natural  gas.  ■ 


VAN  KAMPEN  MERRITT 
TAX  FREE  HIGH 
INCOME  FUND  INC. 


EARN  A  TAX-EXEMPT 
•  YIELD  OF 

8.00*16.00* 

TAX  FREE  TAXABLE 


If  you're  in  the  50%  bracket, 
that  means  you  would  have 
to  earn  16.00%  on  a  taxable 
investment  to  equal  this 
tax-exempt  yield. 


KEY  ADVANTAGES: 

•  Daily  dividends  free  of  federal 
tax? 

•  Monthly  distributions  paid  in 
cash  or  reinvested  at  no  charge. 

•  Easy,  daily  access  to  your  capital. 

•  Affordable  investment 
minimum. 

•  Managed  by  a  major  firm  of 
municipal  bond  analysts. 

Both  the  current  return  and  the 
net  asset  value  will  fluctuate  as 
market  conditions  change.  $16.15 
and  $14.29  were  the  net  asset 
values  on  5/15/86  and  6/28/85. 

Call  1-800-DIAL-VKM  Ext.  3003. 
(Georgia  residents  call  1-800- 
633-2252.)  We'll  rush  a  prospectus 
which  includes  information 
about  charges  and  expenses. 
Read  it  carefully  before  you 
invest  or  send  money.  Call 
today,  day  or  night. 


'Current  yield  is  determined  by  annualizing  the  monthly  distributions  paid  per  share  for  the  1  month 
ending  May  15,  1986  and  dividing  the  result  by  the  average  maximum  public  offering  price  for  the 
same  period.  A  portion  of  the  income  may  be  subject  to  state  and  local  taxes.  Tax  rates  may  be  subject  to 
tax  law  changes. 


"Our  communication  costs  are  out  of  control. 
For  two  cents  I'd  throw  our  system  out  the  window." 

"Here's  a  quarter. 
When  you're  through,  call  Harris.' 


FOR  TOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

Find  out  how  Harris  communication  systems  can  keep  your 
costs  under  control.  Call  1-800-4-Harris,  Ext.  34. 


33  HARRIS 
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The  assortment  of  troubled  thrifts  Chase 
Manhattan  has  picked  up  looks  like  a 
hodgepodge.  But  the  bank's  dimming 
wholesale  business  left  it  little  choice. 

Out  in  the 
boondocks 


By  Mark  Clifford 


Chase's  Robert  Douglass,  vice  chairman  and  head  of  national  banking 
Can  a  bunch  of  city  slickers  make  it  on  Main  Street? 
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Chase  Manhattan  Corp.  is  tr 
unenviable  owner  of  Marylan 
Marine  Utilities,  a  sewer  con 
pany  on  the  state's  eastern  shore  th: 
spits  up  raw  sewage  with  enough  rej 
ulanty  that  the  county  has  slapped 
building  moratorium  on  the  servic 
area.  That's  a  problem,  because  Chas 
also  owns  some  land  there  that 
hopes  to  sell  as  vacation  lots. 

A  case  of  another  big  city  ban 
snookered  by  lousy  real  estate  deve 
opers?  No.  Just  part  of  the  admissio 
price  for  interstate  banking,  paid  b 
acquiring  sick  financial  institution: 
In  little  over  a  year  Chase  has  sper 
$108  million  for  some  eroded  final 
cial  beachheads  in  Ohio,  Florida  an 
Maryland.  They  will  take  years 
shore  up,  but  Chase  has  little  choic 
except  to  expand  when  and  where 
sees  an  opening. 

The  $88  billion  (assets)  Chase  aimi 
to  dot  the  country  with  bank  branche 
under  the  direction  of  Robert  Douj 
lass,  54,  Chase  vice  chairman 
charge  of  national  banking.  It  can 
literally  branch  across  state  lines,  c 
course,  but  it  can  own  subsidiaries  i: 
other  states  when  the  bank  reguh 
tors,  and  sometimes  the  state  legisk- 
tors,  are  willing. 

Douglass'  office  in  Chase's  slee 
Manhattan  headquarters  is  sprinkle 
with  Picasso  bullfight  sketches  an 
photos  of  his  former  bosses  Nelsoi 
and  David  Rockefeller,  but  Douglas 
knows  the  Rockefeller  glamour  era  i 
over.  You  don't  make  money  lendin, 
to  Brazil  and  Mexico.  Lending  to  larg 
corporations  doesn't  pay  the  way  i 
used  to,  either,  because  there's  mor 
competition  from  the  commercial  pa 
per  market.  So  the  cuff-linked,  gray 
haired  Douglass,  who  got  his  degree 
from  Dartmouth  and  Cornell,  has  lef 
the  boardrooms  to  spend  more  time 
as  he  puts  it,  "where  the  rubber  meet 
the  road." 

The  hinterlands  lure  Chase  wit. 
the  prospect  of  stable  deposits,  lucra 
tive  consumer  loans  and  busines: 
from  smaller  commercial  customer; 
than  it  can  serve  from  New  York  City 
Those  three  ingredients  should  add  u\ 
to  bigger  profits.  Chase  earned  onbj 
0.65%  on  assets  last  year  but  expect 
its  newly  acquired  operations  eventu 
ally  to  earn  the  1%  or  more  on  assets 
that  well-run  regionals  do.  "If  we 
aren't  around  1%  by  1987,  I've  got 
problems,"  says  William  Balderstof 
III,  chief  executive  of  Chase  Lincoli 
First,  a  healthy  upstate  New  Yor 
bank  Chase  acquired  two  years  ago. 

In  just  over  a  year  Chase  has  ac 
quired  six  Ohio  and  three  Marylan 
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thrifts  and  a  bank  in  Florida.  All  were 
distress  sales.  In  Ohio  and  Maryland 
Chase  paid  a  total  of  $45  million  to 
;et  assets  that,  even  after  bailout  as- 
sistance in  Maryland  from  deposit  in- 
surers, had  a  tangible  worth  of  minus 
S25  million. 

"Our  goal  is  to  be  a  strong  regional 
sank,"  says  Stanley  Burns,  president 
jf  the  Chase  Bank  of  Maryland.  But 
:he  pickings  aren't  easy.  That  bank  is 
expected  to  lose  $5  million  to  $10 
million  its  first  year,  be  profitable  in 
ts  third  year  and  only  sometime  after 
:hat  earn  $5  million  to  $10  million 
jretax  annually.  In  all,  Chase  has  ac- 
quired $2.2  billion  in  assets  at  domes- 
:ic  thrifts  (since  converted  to  banks) 
md  at  commercial  banks  outside 
Mew  York  City,  including  the  pend- 
ng  acquisition  of  Continental  Ban- 
;or,  a  healthy  Arizona  bank.  The  1984 
icquisition  of  Lincoln  First  Bank  had 
ilready  added  $4  billion  in  assets. 

"The  most  attractive  and  stable 
narket  in  the  world  is  the  U.S.,"  says 
Douglass.  "The  one  where  we  had  the 
east  penetration — except  for  the  top 
:nd  of  the  wholesale  market — was  the 
J.S."  Chase  already  handles  commer- 
;ial  loans,  home  mortgages  and  4.2 
nillion  credit  cards  nationwide,  but  it 
vants  branchlike  presence  out  there 
>o  it  can  sell  a  wider  range  of  services, 
>uch  as  cash  management.  The  sub- 
iidiaries  can  also  funnel  business  to 
he  holding  company's  investment 
)ankers.  For  example,  Chase  Lincoln 
:irst  helped  arrange  a  $150  million 
Eurobond  offering  for  Eastman  Kodak. 
'Chase  probably  wouldn't  have  devel- 
)ped  that  business  without  us,"  says 
Jalderston,  "and  since  we  aren't  in 
he  Eurobond  business  we  wouldn't 
lave  had  it  without  them." 

Although  Chase  got  its  foot  in  the 
loor  in  Ohio,  Florida  and  Maryland  by 
;oing  after  financial  basket  cases, 
'we'd  rather  have  a  healthy  institu- 
ion,"  says  J.  Webster  Hull,  president 
)f  Chase  Bank  of  Florida.  Douglass 
>elieves  that  with  barriers  to  inter- 
itate  banking  falling,  most  future  ac- 
ruisitions  will  be  healthy  institu- 
ions.  But  so  long  as  federal  regulators 
vant  to  keep  using  cross-state  merg- 
es as  a  way  of  rescuing  troubled  insti- 
utions,  the  junk  shelf  may  remain 
:asier  to  reach. 

Junk  has  its  price.  Says  Douglass, 
'Each  distressed  situation  has  re- 
tired enormous  integration  and 
:leanup  efforts."  That's  no  lazy  meta- 
)hor.  There  are,  for  example,  the  pig 
arms  Chase  acquired  in  Maryland — 
me  of  the  sillier  activities  in  which 
tferritt  Commercial  Savings  &  Loan 
vas  mired  when  it  went  under.  But  at 
east  Chase  knew  about  the  pig  farms 


:ORBES,  JUNE  16,  1986 


IN  PARADISE 

An  island  paradise  that  offers 
mx.  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 

So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  jon  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1 00 1 1 
or  call  212/620-2461. 


"We  need  an  office  automation  system  we  can  grow  with. 
How  about  a  word  of  encouragement?" 


"Harris." 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  information  about  Harris  long-term  office 
automation  solutions,  call  1-800-4-Harris,  Ext.  32. 


JJ)  HARRIS 
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RYDER 
INSURES 
TRUCK 

INSURANCE. 


These  days,  insurance  is  no 
sure  thing. 

If  you  own  or  lease  trucks, 
you  know  that  liability  insur- 
ance has  become  very  expen- 
sive. And  is  even  tough  to  come 
by.  So  tough,  in  fact,  that  a 
number  of  our  competitors 
don't  even  offer  it  as  a  lease  op- 
tion. But  in  many  cases,  Ryder 
can  extend  insurance  cover- 
age to  your  company. 

Only  the  industry  leader 


can  put  the  brakes  on  the  ris- 
ing costs  of  your  insurance.  At 
Ryder,  we  extend  our  liability 
insurance  coverage  to  many 
of  our  Full-Service  Lease  and 
commercial  rental  customers 
through  a  national  A-rated  in- 
surance company.  Ryder  can 
assume  physical  damage  re- 
sponsibility, too.  And  we 
do  this  very  competitively 
because  of  the  proven  Ryder 


Safety  Program.  A  program 
executed  by  1 18  Ryder  Safety 
Managers,  who  evaluate,  cer- 
tify and  provide  continuing 
education  for  your  drivers.  And 
who  make  certain  your  trucks 
meet  DOT  requirements. 

And  to  keep  your  trucks  in 
top  running  condition  all  year 
long,  Ryder  offers  the  industry's 


most  comprehensive  preven- 
tive maintenance  program, 
available  at  over  650  locations 
nationwide. 

So  whether  you  need  one 
truck  or  50,  don't  let  high  rates 
or  unavailable  liability  cover- 
age keep  you  off  the  road.  Make 
The  Right  Move.  Call  Ryder 
today  at  1-800-446-5511. 


R,  RYDER.  THE  RIGHT  MOVE. 


e  latest  model 
MC  and  other 
le  trucks. 


id  the  sewage  problems  in  Mary- 
nd,  since  it  had  five  months  to  look 
the  assets.  In  Florida  it  had  only 
ye  days  to  prepare  a  bid  for  Park 
ink,  whose  real  estate  dealings  had 
ndered  it  insolvent.  Then  Chase  had 
i  deal  with  problems  like  the  Ohio 
irift,  Investor  Savings  Bank  of  Co- 
mbus,  that  didn't  know  how  to  han- 
e  cash  because  it  had  always  given 
s  customers  checks  for  withdrawals. 
There's  no  simple  formula  for 
hiding  a  national  presence.  Chase 
it  down  $50  million  for  an  option  on 
ttsburgh's  Equibank  that  it  had  to 
ick  out  of  as  that  bank's  problems 
ounted.  Before  it  bought  Lincoln 
rst,  Chase  had  tried  to  start  a  bank 


base  Manhattan 's  Douglass 

igs,  sewers  and  a  foot  in  the  door. 


i  upstate  New  York  from  scratch, 
at  had  problems  making  a  go  of  it. 
ne  problem:  The  new  operation  had 
knack  for  landing  borrowers  who 
)uldn't  get  credit  at  any  of  the  estab- 
shed  institutions. 

The  real  challenge  will  be  for 
hase's  bankers  in  far-flung  parts  of 
le  empire  to  integrate  themselves 
ell  enough  into  the  local  communi- 
r  to  be  able  to  run  a  profitable  busi- 
ess.  Will  a  career  Chase  employee 
ansferred  from  Manhattan  spend  his 
eekends  playing  golf  with  the  local 
otary  club  members?  If  the  answer  is 
ss,  Chase  may  someday  prosper  in 
le  American  heartland.  Deep  roots 
row  slowly,  but  if  Chase  is  patient  it 
lay  someday  find  a  profitable  substi- 
lte  for  commercial  paper  customers 
id  Latin  America.  ■ 


Looking  for  the  library?  Then  follow 
this  sign.  It's  the  new  national  library 
symbol. 

use  your  library  American  Library  Association 


' '  You  mean  the  Harris  office  automation  '  'Goes  together  like  prime  rib 

system  is  compatible  with  IBM? ' '  and  Yorkshire  pudding. ' ' 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  details  on  how  Harris  information  systems 
fit  in,  call  1-800-4-Harris,  Ext.  31. 

2)  HARRIS 
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The  future  of  nuclear  power  in  the  U.S. 
may  be  cloudy,  but  the  prospects  of  fast- 
growing  Nuclear  Support  Sendees,  Inc. 
continue  to  brighten  nonetheless. 

Sophisticated 
Kelly  Girls 


By  James  Cook 

If  the  U.S.S.R.'s  Chernobyl  reac- 
tor fire  had  taken  place  in  the  U.S., 
Hershey,  Pa.'s  Nuclear  Support 
Services,  Inc.  would  probably  bave 
been  on  the  spot  within  hours.  It  was 
there,  after  all,  when  General  Public 
Utilities'  Three  Mile  Island  nuclear 
plant  ran  into  trouble  seven  years  ago. 
NSS'  boss,  a  cheerful,  no-nonsense 
man  named  Joe  C.  Quick,  51,  has 
built  a  thriving  business  on  solving 
nuclear  problems,  large  and  small. 

Quick's  company  is  no  giant — it 
earned  less  than  $2  million  on  $26 
million  last  year — but  it's  one  of  the 
best  in  its  business.  NSS  doesn't  de- 
sign anything,  doesn't  build  anything. 
What  it  does  is  provide  the  skilled 
people  nuclear  utilities  like  Duke 
Power  or  GPU  need  on  a  temporary 
basis  for  starting,  testing,  maintaining 
and  operating  their  nuclear  plants. 
"We're  the  Kelly  Girls  of  the  nuclear 
power  industry,"  Quick  says.  "So- 
phisticated Kelly  Girls." 

The  idea  for  such  a  company  came 
out  of  an  investment  club  set  up  in 
the  late  Sixties  by  a  group  of  enlisted 
men  in  the  Army's  Fort  Belvoir,  Va. 
nuclear  power  program.  With  retire- 
ment looming  after  20  years,  Quick 
and  some  of  his  buddies  got  the  no- 
tion of  using  the  club's  funds  as  capi- 
tal for  launching  a  retirement  busi- 
ness. Only  8  of  the  15  club  members 
liked  the  idea,  and  only  Quick  and  3 
others  were  willing  to  commit  them- 
selves to  the  business.  But  that  was 
enough.  And  so  in  fanuary  1974  NSS 
got  going  in  the  basement  of  Joe 
Quick's  house,  with  eight  stockhold- 
ers and  a  capitalization  of  $3,200. 

"The  utilities  like  to  pick  up  the 
phone,"  Quick  says,  "and  say,  'We 
need  20  instrument  technicians  and 
50  mechanics.'  "  And  Quick,  from  his 


years  in  the  Army  nuclear  program, 
knew  where  to  find  them — skilled  nu- 
clear technicians,  both  civilian  and 
military,  active  and  retired,  who 
could  be  hired  for  stints  on  short-term 
projects.  Today  NSS  has  a  roster  of 
3,000  such  technicians,  maybe  600  of 
them  working  at  any  one  time. 

"We  knocked  on  two  doors  and  got 
one  contract,"  Quick  says.  "They  bad 
management  capability,  but  they 
didn't  have  the  grunts  to  do  the  work. 


I  cii  Skijogfor.vWoodfin  Camp 


Nuclear  Support  Sen  ices'  foe  Quick 
Providing  grunts,  not  management. 


So  we  got  the  contract."  But  after  that 
things  slackened  off.  After  all,  NSS 
faces  some  pretty  high-powered  com- 
petitors— corporate  giants  like  Com- 
bustion Engineering,  Westinghouse 
and  Bechtel — which  have  an  edge  be- 
cause they  have  designed  or  built  the 
plants  in  the  first  place.  But  NSS  had  a 
cost  advantage  because  its  overhead  is 
determinedly  low,  and  it  uses  temps 
rather  than  full-timers.  NSS'  role  in 
helping  control  the  TMI  accident  won 
it  national  recognition,  and  the  com- 
pany really  got  going. 

The  future  of  nuclear  power  in  the 
U.S.  may  be  cloudy,  but,  as  more  and 
more  nuclear  plants  go  into  operation, 
NSS'  own  prospects  continue  to 
brighten.  Even  after  the  last  of  the 


nuclear  power  projects  now  under 
construction  is  completed,  in  199(1 
utilities  will  have  to  shut  down  thei 
plants  every  12  to  18  months  to  main 
tain  them.  Quick  hopes  to  get  morl 
than  his  share  of  tbat  business  b| 
opening  a  half-dozen  regional  offices 
around  the  U.S.  to  keep  NSS  close  tq| 
its  potential  customers. 

NSS  has  also  found  itself  moving 
beyond  temporary  technical  person] 
nel  into  professional  temporary  re| 
cruiting  and,  more  recently,  into  haz^ 
ardous  waste  disposal,  both  radioao 
tive  and  chemical.  Although  botj 
businesses  are  still  small,  they  are 
growing  faster  than  nuclear  support) 
services  and  will  soon  provide  a  sign 
nificant  portion  of  NSS'  business. 

With  such  prospects,  Quick  expects 
no  trouble  in  meeting  the  20%  annual] 
eamings-per-share  growth  he  has  set 
for  NSS.  That's  likely  to  be  conserva- 
tive, if  the  24%  average  of  the  past 
five  years  and  the  25%  gain  in  the  first 
half  of  fiscal  1986  is  any  indication.  Inj 
such  circumstances,  NSS'  price/earn- 
ings ratio  of  22  is  a  little  less  extrava- 
gant than  it  looks  at  first. 

But  growth  has  its  problems.  For 
one  thing,  cash  has  been  flowing  in 
faster  than  NSS'  business  can  absorb 
it.  So  Quick  has  been  investing  the 
excess,  first  in  municipal  bonds  and 
then  in  a  big  (currently  $6.7  million) 
block  of  Philadelphia  Electric  Co. 
"We  are  earning  a  return  all  the  time 
on  all  our  assets,"  says  President 
Laurence  M.  Strassner,  the  banker 
Quick  called  in  to  guide  NSS'  transi- 
tion to  a  larger  and  professionally 
managed  company.  "But  we  have  the 
balance  sheet  and  the  financial 
strength  to  support  a  much  larger  vol-: 
ume  of  business." 

Quick  would  like  to  build  a  multi- 
service company  that  could  provide 
all  the  maintenance  services  needed 
by  a  nuclear  power  plant — under  a 
single  $25  million  contract,  say,  rath- 
er than  the  $2  million  or  $3  million 
piecemeal  contracts  NSS  gets  now.  Soj 
Quick  is  looking  for  companies  with 
parallel  lines  of  services,  companies 
that-  extend,  enlarge  or  supplement 
what  NSS  does.  Its  first  acquisition, 
On  Site  Specialty  Services,  does  turn- 
key service  and  mechanical  equip- 
ment repair.  But  that's  only  a  small 
first  step.  Quick  is  aware  he  would 
have  a  better  chance  of  realizing  his 
goal  as  part  of  a  bigger  company.  The 
problem  is  that  Quick  insists  he'd 
want  autonomy,  and  that,  as  he  recog- 
nizes, rarely  endures  in  a  merger. 

"We  would  like  to  find  just  the 
proper,  the  perfect  acquisition," 
Quick  says.  "That  would  be  a  great 
place  to  spend  money."  ■ 
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Would  Crown  Prince  Joseph  of  Austria  have  given 

his  father  a  mini-van? 


|Ft-   v  a- 


r7» 


V-^_   3 


Your  father  should  expect  only  the  very  best 
from  his  heir.  Give  him  the  Scotch  that  will  more  than  meet 
his  expectations:  Johnnie  Walker  Black  Label. 
It  takes  twelve  long  years  to  create  just  one  bottle  of  this  great  Scotch. 
It  has  every  right  to  be  expensive. 

Johnnie  Walker 
Black  Label  Scotch 

YEARS  /j^V  0LD  ' 


Send  a  gift  of  Johnnie  U'alker'"  Black  Label  anywhere  in  the  U  S  A.  Call  1-800-243-3787.  Void  where  prohibited. 
12  YEAR  0L_:  B.E'.:  E:  SCOTCH  WHISKY  86  8  PROOF  BOTTLED  IN  SCOTLAND  IMPORTED  BY  DISTILLERS  SOMERSET.  N  Y..  N.Y.  11986 


Airlines  have  universally  discov 
Ted  they  can  count  on  the  prom* 
that  go  with  a  General  Electric  jet 
Whether  that's  an  explicit 
elivering  an  engine  on 


time,  or  an  implicit  promise  like 
customer  satisfaction. 

Take  delivery.  We  helieve  on 
time  delivery  should  he  a  given 
Beyond  that,  we  believe  delivery  is  not 
the  end  of  a  sale.  It's  the  beginning 

lationship  in  which  we 


;ive  absolute  first  priority  to  antici- 
pating and  meeting  the  needs  of  our 
lirline  customers. 

A  good  example  concerns  obso- 
escence.  In  the  last  13  years  we've 
ipgraded  the  performance  of  our  CF6- 
>0  series  of  engines  to  a  remarkable 
legree— improving  fuel  efficiency 
w  5.6%,  increasing  thrust  from  48,000 
o  54,000  pounds,  and  time  between 


shop  visits  from  1000  to  5000  hours. 

Yet,  every  design  change  behind 
these  improvements  can  be  retro* 
fitted  into  engines  we  manufactured  13 
years  ago.  And  the  same  thing  will 
apply  to  the  next  generation  of  fuel  effi- 
cient jet  engines  now  being  delivered: 
theCF6-80C2. 

It  all  comes  down  to  an  atti- 
tude. Promises  are  not  just  a  matter 
of  good  intentions.  Promises  are 
meant  to  be  commitments. 


How  COMPAQ  made  the  Fortune  500 
faster  than  any  other  company  in  history 
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roductivity  is  more  than  a  number  and  an  economic  concept;  it 
people  and  machinery — and,  most  important,  attitudes.  Join 
s  in  a  tour  of  two  Ohio  auto  plants. 


A  tale  of  two  worlds 


By  John  Merwin 


F|  or  one  factory,  these  are  the 
best  of  times.  The  plant  is  hap- 
py, hiring,  and  turning  out  a 
product  of  remarkable — and  consis- 
tent— quality. 

For  the  other  factory,  it  is  quite  a 
different  story.  While  the  plant's 
product,  a  natural  in  today's  segment- 
ed auto  market,  is  selling  briskly,  its 
habits  and  hardware  are  old,  morale  is 
sagging,  and  management  threatens 
to  close  the  place  beginning  later  this 
month  if  thp  union  doesn't  make  con- 
cessions. Meanwhile,  Japanese  com- 
petitors are  coming  into  the  market 
with  similar  products. 

These  two  different  worlds  are  in 
fact  a  mere  100  miles  apart.  One,  the 
3V2-year-old  Honda  of  America  plant 
of  Marysville,  Ohio,  stretches  across  a 
rural  landscape  of  grass  and  wood- 
lands 30  miles  north  of  Columbus. 
The  other,  the  Jeep  division  of  Ameri- 
can Motors  Corp.,  lies  two  hours  by 
car  farther  north  in  Toledo,  the  very 
geographic  center  of  the  Great  Lakes' 


On  the  dashboard  assembly  line 
At  Honda,  if  you  want  to  know 
who's  in  charge,  you'll  have  to 
ask.  Everyone  seems  to  look 
young.  They  all  wear  white 
coveralls,  and  likely  as  not  the 
supervisor  will  be  pinch-hitting  in 
the  line.  The  supervisor  here  is 
Gary  Smith,  at  left.  He  is  21 
years  old  and  runs  a  team  of  13 
assemblers,  first  shift. 
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The  we/ding  lines  at  Honda . . . 
As  a  Honda  car  body  passes 
through  the  smoldering  arms  of 
48  robot  welders,  metal  is  fused 
together  in  2,290  spots.  The  line 
was  designed  in- house  and 
requires  only  four  workers,  who 
monitor  it  from  a  respectable 
distance. 


industrial  belt.  The  factory's  outward 
appearance  has  not  changed  much 
since  it  cranked  out  Jeeps  during 
World  War  II,  and  it  remains  an  enor- 
mous, inner-city-like  industrial  war- 
ren of  old  buildings  and  parking  lots. 

Productivity  is  a  much-discussed 
economic  term,  but  it  also  has  a  pow- 
erful human  dimension.  Why  do 
some  factories  run  so  smoothly,  while 
others  writhe  in  turmoil?  Does  the 
physical  condition  of  the  plant  tell  the 
answer,  or  is  there  something  more — 
something  about  the  quality  of  the 
people,  their  orientation  toward  one 
another,  their  bosses  and  the  nature  of 
the  work  itself? 


To  find  out,  Forbes  went  to  botl 
the  Honda  and  Jeep  plants,  so  near  an< 
yet  so  far  away 

We  began  at  Honda,  on  a  Thursday 
afternoon,  where  we  found  Vice  Presi 
dent  Al  Kinzer  addressing  an  orienta 
tion  audience  of  22  new  workers 
"You're  now  in  the  auto  business,' 
says  Kinzer.  "So  let  me  read  you  a  fev 
recent  headlines:  Ford  lays  off  1,450 
American  Motors  is  idle  for  tw< 
weeks.  At  Chrysler  they've  got  8$ 
days'  inventory.  GM's  got  85  and  Fore 
has  58.  At  Honda,  we've  got  8. 

Staring  back  at  Kinzer  are  younj 
faces,  many  of  them  female.  Most  o! 
the  new  recruits  wear  jeans,  neatly 
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list  in 


pressed  cotton   shirts   and  jogging 
shoes.  They  are  starting  to  work  nex'  ^Sis 
week  on  the  factory  floor  at  $  10.60  an 
hour,  and  from  the  headlines  Kinzei  'A 
has  just  read  aloud,  they've  already  ;s!°00' 
gotten  the  first  of  many  messages; 
Honda  will  deliver  as  time  passes 
$10.60  per  hour  is  a  nice  enough  start 
ing  pay,  but  job  security  is  even  nicer.) 

Now,  for  a  remarkable  change, 
drive  to  Jeep,  first  gliding  across  cen-j 
tral  Ohio's  grassy  carpet,  studdei 
with  villages  like  Summersville  am 
Mount  Victory.  Then  abruptly  onto  I- 
75,  following  18-wheelers  heading 
full  throttle  for  Toledo  and  Detroit 
At  Jeep's  83-year-old  Toledo  site  there 
are  no  new-employee  orientations, 
and  small  wonder.  Since  last  fall  3,000  : 
hourly  workers  have  been  laid  off,  as 
production  of  one  Jeep  model  was 
dropped,  and  the  work  force,  built  up 
during  the  launch  of  another  model, 
was  trimmed  back. 

At  Jeep,  productivity  is  hampered 
by  old  work  rules,  part  of  the  baggage 
that  comes  with  union  contracts  dat- 
ing back  decades.  Management  is 
pressuring  the  local  unit  of  the  United 
Auto  Workers  to  change  those  rules 
that  keep  labor  costs  up,  but  the 
union  is  balking.  Last  year  tension 
built  to  the  point  where  a  group  of 
shop  floor  workers  abruptly  began 
sabotaging  the  assembly  line,  bashing 
Jeeps  with  welding  tools.  The  line  was 
intermittently  shut  down  during  the 
week  that  followed,  costing  more 
than  $1  million  in  lost  wages. 

Honda  and  Jeep  have  one  thing  in 
common:  output.  Each  working  day 
Honda  turns  out  875  four-wheel  pas- 
senger vehicles  powered  by  internal 
combustion  engines;  Je'ep  produces 
750  of  the  machines.  Beyond  that,  the 
similarities  end.  Honda  produces  its 
vehicles  in  1.7  million  square  feet  ol 
tightly  organized  floor  space,  while 
Jeep  fills  more  than  three  times  that 
amount.  Honda  needs  2,432 
autoworkers  to  produce  its  cars.  Jeep 
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quires  slightly  more  than  twice  that 
imber. 

Some  of  the  difference  is  attribut- 
le  to  American  car  manufacturers' 
bit  of  offering  so  many  options.  In 
»ledo,  Jeep  makes  pickups,  sport  ve- 
:les  and  wagons.  It  installs  two- 
ieel-drive;  four-wheel-drive  and  an 
ay  of  other  options  specified  by  or- 
rs  attached  to  doors  of  each  car 
ming  down  the  line.  At  Marysville, 
mda  stamps  out  long  runs  of  nearly 
;ntical  cars,  which  is  a  far  more 
icient  method. 

Sut  are  there  other  reasons  for  such 
vide  disparity?  Indeed,  and  one  has 
do  with  the  physical  layout  of  the 
mts.  From  where  welding  begins  at 
mda's  plant  until  the  finished  car  is 
;led  and  driven  off  the  line,  no  hu- 
tn  moves  the  car — it  is  done  entire- 
by  hooks  or  conveyers. 
\t  Jeep,  by  contrast,  production 
es  are  broken  at  several  places,  re- 
iring  carriers  and  partially  assem- 
:d  car  bodies  to  be  dragged  manual- 
from  one  line  to  the  next  as  assem- 
l  proceeds.  That  not  only  slows 
)duction  but  adds  employees  to  the 
froll.  The  Jeep  line  snakes  up  and 
wn  through  most  of  the  factory's 
tze  of  64  interconnected  buildings, 
ad  hoc  architectural  layout  that 
5  evolved  bit  by  bit  since  Willys- 
erland,  a  name  still  fading  from  the 
tory's  smokestacks,  bought  the 
nt  in  1909. 

rhe  whole  Rube  Goldberg  arrange- 
:nt  prevents  Jeep  from  using  a  pure 
ist  in  time"  inventory  control,  as 
nda  does.  While  Honda's  parts  in- 
ltory  is  largely  stored  by  its  suppli- 
,  which  deliver  parts  to  the  back 
;k  mere  hours  before  they  are  need- 
Jeep  requires  a  day  or  two  simply 
move  12,000  different  parts 
ough  its  labyrinth  to  the  assembly 
e  itself. 

rtuch  of  Honda's  shop  floor  equip- 
nt  is  newer  and  more  sophisticated 
m  Jeep's.  Example:  Both  plants  use 
jrmous  stamping  machines  to  bend 
n  sheets  of  steel  into  side  panels, 
ids,  trunk  lids  and  other  body 
ts.  But  Honda's  presses,  built  by 
nly  Machine  Corp.,  are  designed  so 
t  operators  can  change  stamping 
s  in  less  than  ten  minutes.  At  Jeep 
ingeovers  take  several  hours,  dur- 
which  employees  stand  around 
ile  the  machine's  production  is 
ted. 

^  walk  through  the  Honda  plant 
eals  not  only  automation  in  place 
today  but  also  what's  being  added 
ekly  for  the  future.  Here's  a  robot — 
:orated  to  resemble  Big  Bird — 
aying  adhesive  on  a  dashboard,  a 


process  that  only  one  month  ago  was 
done  by  hand.  Nearby  stands  a  ma- 
chine picking  up  windshields  and  lay- 
ing them  in  place,  a  job  done  by  two 
humans  a  few  days  earlier. 

Honda  last  year  spent  4%  of  its 
sales  on  R&D,  while  American  Mo- 
tors— Jeep's  parent— spent  1%. 

At  both  Honda  and  Jeep,  relative 
levels  of  investment  are  not  only  a 
question  of  available  capital  but,  per- 
haps even  more  important,  of  the  atti- 
tudes of  the  workers  themselves.  At 
Jeep  a  management  frustrated  by 
union  intransigence  regards  such  in- 
vestment skeptically.  After  all,  why 
continue  to  upgrade  a  plant  if  union 


. . .  and  at  Jeep 

A  team  of  Jeep  workers  hammers 
together  body  panels,  so  just 
down  the  line  robots  can  weld 
them.  At  Honda,  this  setup  is 
done  by  machines.  That  means 
Jeep  uses  more  labor  simply  to 
prepare  for  welding  than  Honda 
uses  in  the  entire  welding 
process  itself. 
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The  ancient  factors'  layout 
Jeep  pays for  inefficiency,  right 
here.  Each  shift  a  worker  bridges  the 
gap  from  one  line  to  another  by 
wheeling  empty  carriers  20 feet 
across  the floor  to  the  next  line. 


104 


work  rules  frustrate  cost  savings? 

By  contrast,  at  Honda  workers  are 
persuaded  that  automation  will  not 
eliminate  jobs  but  improve  quality 
control,  with  the  result  that  workers 
see  it  as  an  investment  in  their  own 
job  security.  Thus,  many  new  auto- 
mation ideas  at  Honda  come  right 
from  the  factory  floor. 

With  management  and  labor  so 


tightly  knit  at  Honda,  the  Unit* 
Auto  Workers  hasn't  been  able  evq 
to  come  close  to  getting  its  foot  in  ti 
factory  door,  despite  continued  e 
forts.  Honda  management  has  reasc 
to  be  thankful.  Consider  the  wo: 
rules  and  job  classifications  at  Jea 
For  example,  the  UAW  contract  cal 
for  three  workers,  each  with  a  diffe 
ent  union  job  classification,  to  mo1 
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irts  to  the  assembly  line.  At  Honda 
le  person  moves  parts  from  inven- 
ry  to  line,  where  assembly  workers 
ill  them  up  as  needed. 
But  there  is  more  to  Honda's  suc- 
:ss  than  automation  and  flexible 
ork  rules.  What  bonds  the  company 
gether  and  helps  generate  its  growth 
a  kind  of  corporate  chemistry — an 
ivironment  that  encourages  both  la- 


bor and  management  at  the  firm  to 
regard  themselves  collectively  as 
"us"  rather  than  as  "us  versus  them." 

Listen  to  Gary  Smith,  21,  a  "team 
leader"  (equivalent  of  a  foreman)  on 
the  Honda  assembly  line.  In  between 
dashing  back  and  forth  to  the  line  to 
help  out  (which  isn't  permitted  under 
Jeep's  union  work  rules),  Smith  talked 
with  Forbes  about  life  at  Honda.  Does 


he  think  highly  profitable  Honda 
could  pay  him  more? 

"Sure,  I  suppose  we  could  demand 
more  money  right  now,"  Smith  re- 
plies, "and  take  a  chance  that  we'd  be 
out  of  work  in  ten  years.  But  I'm  mak- 
ing straight  pay  of  more  than  $12  an 
hour.  That's  three  times  what  I  made 
before  at  my  dad's  grocery  store  in 
Bellefontaine.  I've  got  my  car  paid  for 
and  just  bought  a  house.  I've  got  all 
the  money  I  really  need.  I'd  rather  see 
us  reinvest  than  pay  it  all  out.  Job 
security  is  important  to  me."  This  is 
not  a  Japanese  worker  talking.  This  is 
a  young  mid  western  American. 

Employee  attitudes  are  clearly  in 
evidence  in  the  differing  rates  of  ab- 
senteeism at  the  two  plants.  On  one 
balmy  spring  Friday  several  weeks 
ago,  the  beckoning  weekend  proved 
so  alluring  at  Jeep  that  15%  of  the 
plant's  second  shift,  beginning  at  4:30 
p.m.,  failed  to  show  for  work,  forcing 
management  to  shut  the  plant  and 
send  the  other  85%  home,  without 
pay.  The  absenteeism  and  the  atti- 
tudes it  represents  are  probably  re- 
sponsible for  the  high  number  of  man- 
ufacturing defects  that  give  the  Jeep  a 
relatively  low  rating  in  Consumer  Re- 
ports' "Frequency  of  Repair"  surveys. 

The  same  day  Jeep  shut  down  be- 
cause of  absenteeism,  Honda  showed 
an  absentee  rate  of  about  2% — typical 
for  the  firm.  "Good  people  will  show 
up,  bonus  or  not,"  says  a  Jeep  labor 
relations  manager,  skeptical  of  Hon- 
da's practice  of  paying  attendance  bo- 
nuses to  employees. 

He  may  be  half  right.  It's  good  peo- 
ple plus  good  attitudes.  At  Honda, 
when  asked  why  he  and  his  associates 
had  such  impressive  attendance  fig- 
ures, one  worker  replied  matter-of- 
factly:  "Because  we  want  to  look  good 
for  promotion." 

Jeep  workers,  threatened  with  lay- 
offs, aren't  worried  about  "looking 
good"  for  a  potential  promotion. 
They're  worried  about  keeping  their 
jobs,  and  they  think  that  hanging 
tough  is  the  way  to  do  it. 

Nor  have  past  AMC  managements 
covered  themselves  with  glory.  It  was 
they,  after  all,  who  permitted  labor 
relations  to  get  as  bad  as  they  did.  A 
member  of  that  management  told  us: 
"The  union  merely  exists  to  protect 
guys  who  try  to  screw  the  company." 
Even  if  that  is  true,  the  statement 
betrays  an  attitude  that  bodes  ill  for 
employee  morale.  These  were  manage- 
ments, after  all,  that  lost  money  in  live 
of  the  last  six  years  and  were  recently 
savaged  by  AMC's  own  dealers  in  a 
survey  conducted  by  the  National 
Automobile  Dealers  Association. 
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Near  the  tail  etui  of  the  shift 
For  all  the  joys  of  working  at 
Honda,  nothing  can  gild  the 
reality  of  an  assembly  line.  It's 
white  coveralls,  green  caps, 
steel-toed  shoes  and  eight 
hours  of  standing,  stooping, 
twisting  and  turning.  But  the 
factory  is  air-conditioned  and, 
at  nearly  $30,000  a  year,  at 
least  the  pay  is  good. 


Honda,  by  contrast,  seems  a  bee- 
hive of  camaraderie  and  fellow-feel- 
ing, and  the  company  goes  to  great 
lengths  to  encourage  it.  All  Honda 
employees,  top  to  bottom,  refer  to 
each  other  as  "associates."  All  wear 
white  coveralls — no  neckties — with 
first  names  stitched  above  the  pocket. 
There  are  no  enclosed  offices,  no  re- 
served parking  spaces,  no  executive 
dining  rooms  or  lounges.  In  short, 
democratic. 

As  Honda's  approach  has  worked, 
and  its  profits  have  risen,  the  compa- 
ny has  increased  hourly  wages  and 
added  paid  holidays,  which  now 
roughly  equal  those  of  union  shops. 
Insurance  is  fully  paid.  Attendance 
bonuses  and  profit  sharing  have  been 
added.  Had  these  final  two  features 
been  in  place  last  year,  total  cash 
compensation  at  Honda  for  an  assem- 
bly line  worker  with  two  years'  tenure 
and  perfect  attendance  would  have 
been  $13.58  an  hour,  or  $28,249  annu- 
ally. Those  are  hardly  scab  wages  in 
central  Ohio,  where  three-bedroom 
homes  list  for  around  $75,000. 

Here,  then,  is  perhaps  as  good  a 
place  as  any  to  end  our  tale  of  two 
factories.  One,  Honda,  has  begun  with 


huge  advantages:  a  greenfield  factory! 
built  from  scratch,  managed  with  a  I 
nonconfrontational  attitude  toward! 
employee  relations — "us"  instead  of  I 
"us  versus  them" — in  pursuit  of  a 
common  goal:  to  produce  good  cars! 
economically. 

Result?  Honda's  shareholders  havejl 
seen  their  stock  rise  220%  in  the  last  I 
6V2  years.  In  the  same  period  starting  I 
wages  on  the  factory  floor  have  risen 
78%,   not  counting  bonuses.  And 
Honda  of  America  is  still  building, 
still  hiring. 

At  Jeep,  management  has  failed  to 
improve  on  a  bad  situation,  which  is 
growing  worse  with  each  passing 
month.  As  for  the  union,  charged  with 
protecting  its  members'  jobs,  it  is  ac- 
tually doing  the  opposite,  leaving 
management  no  choice  but  to  move 
production  elsewhere. 

And  here's  the  irony:  After  years  of 
producing  cars  that  didn't  sell  well,  in 
its  current  line  of  Jeeps  AMC  finally 
has  a  vehicle  whose  ruggedness  and 
versatility  is  ideally  suited  to  one  of  j 
the  best  segments  of  the  U.S.  auto 
market.  What  a  travesty  if  this  excel- 
lent product  should  founder  in  a  sea  of  | 
animosity.  ■ 
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It's  what  MCIis  made  of, 
and  it  makes  a  difference. 

Our  people  in  partnership  with  yours.  If  you  think  of  MCI  as  merely  a  communicatioi 

supplier,  think  again.  What  we  really  are  is  a  partner.  A  total  communications  company  thai 
couples  our  network  with  the  hard  work  of  thousands  of  professionals.  Men  and  women  w! 

will  get  down  to  business— your  business— and  live  it,  breathe  it,  and 
nurture  it.  Each  an  expert  who  will  tenaciously  solve  your  voice  a 
data  needs,  domestic  or  international,  and  won't  quit  until  it's  d 
And  done  right. 

Because  of  all  this,  no  other  communications  compa 
has  grown  so  quickly.  Building  a  team  of  professionals  an 
matching  strengths  with  expanding  services.  What  make 
^  compete  so  fiercely?  We  have  to.  Our  competition  is  goo« 

To  win  your  business,  we  have  to  be  better. 

Technology,  the  cutting  edge.  In  the  past  four  yea 
MCI  has  put  its  money  where  your  business  is.  We've  in- 
vested %2V2  billion  so  you  can  have  the  clearest,  cleanest 
connections  and  more  reliable  end-to-end  service.  Getti 

Clear  quality  connections, 
wherever  vou  do  business. 


Americas  most  modern 
voice  and  data  network. 


we  built  comprehensive  integrated  digital 
es.  We  became  the  technological  leader  in  fiber 
—increasing  our  capacity  ten-fold  in  the  last  twelve 
s  alone.  In  short,  we've  stopped  at  nothing  to  bring  you 
g  less  than  service  that's  beyond  reproach.  Flexibility  that 
)u  in  control.  And  the  worlds  most  modern  voice  and  data 
rk,  at  your  command. 

e've  driven  ourselves  to  build  a  system  from  the  ground  up.  Designed  communications 
:ts  that  aren't  restricted  by  geographical  borders  or  business-as-usual  thinking.  It's  tenacity 
:hnology  that  helps  MCI  customers  outsmart  their  competition,  instead  of  outspending  them. 
>mmunications  today.  And  beyond.  For  the  last  century,  business  has  viewed  communi- 
>ns  as  overhead.  Today,  it  must  be  a  resource  for  companies  to  get  ahead.  Where  there  are 

ways  to  make  that  happen  faster,  smarter,  and  more  efficiently,  MCI  will  be  there. 
Harnessing  leading-edge  technology  and  bringing  it  to  you  in  the  most  user- 
useful  form.  MCI  is  committed  to  making 
a  difference  in  the  way  America  | 
communicates.  For  the  better.  mm  mm  Mmm  mm 

MCI 

COMMUNICATIONS  FOR  THE  NEXT  100  YEARS. 


ie  speed  of  light 
strand. 


i 


MC I  and  the  MCI  logo  are  registered 
^Communications  For  The  Next  lot)  Ye 
>  MCI  Communications  Corporation:  J 


rksof  MCI  Communications  Corporal  ion. 

vice  mark  of  MCI  Communications  Corporation. 


When  George  Rutland  came  to  CalFed  in 
1982,  it  was  suffering  a  terrible  hangover 
from  fixed-rate  mortgages.  He's  going  to 
make  the  thrift  into  a  teetotaler  yet. 


Drying  out 


By  Ben  Weberman 


What's  the  matter  with  the 
savings  and  loan  industry?  So 
wonders  George  Rutland, 
chief  executive  of  CalFed  Inc.,  hold- 
ing company  for  the  $19  billion  (as- 
sets) California  Federal  Savings  & 
Loan  Association.  Scarcely  over  one 
hangover,  the  industry  is  again  down- 
ing martinis  at  an  alarming 
rate.  Its  binge  of  fixed-rate 
lending  in  the  1970s  proved 
nearly  fatal  when  interest 
rates  shot  up  in  the  early 
1980s.  Now  that  rates  are 
down,  a  lot  of  home  lenders 
are  again  issuing  30-year 
fixed-rate  mortgage  loans 
and  keeping  them  in  their 
portfolios. 

"The  current  rush  into 
fixed-rate  mortgages  by 
thrifts  is  quite  disturbing  to 
me,"  says  Rutland.  "After 
the  disastrous  financial  expe- 
rience between  1980  and 
1982,  when  fixed  mortgages 
carrying  rates  of  7%  to  10% 
were  earning  much  less  than 

the  cost  of  financing  them,   

most  thrifts  swore  off.  Now  they're 
back  at  it  and  running  the  same  perils 
all  over  again." 

Rutland,  53,  speaks  with  the  fervor 
of  a  reformed  sinner.  When  he  came 
to  California  Federal  from  Crocker 
National  Corp.  in  1982,  the  S&L  was 
gasping.  "We  had  $5  billion  of  fixed- 
rate,  30-year  loans  at  that  time.  The 
average  yield  was  10.25%,  and  the 
cost  of  funds  to  finance  the  position 
was  running  up  and  down,  but  mostly 
around  12.75%,"  he  says. 

Now  variable-rate  and  short-term 
loans  (which  give  considerable  protec- 
tion against  higher  rates)  account  for 
63%  of  the  portfolio. 


Rutland  has  every  right  to  be 
preaching  against  the  risky  ways  of 
some  competitors.  CalFed,  like  other 
successful  thrifts,  has  to  bail  out  the 
failures,  via  premiums  paid  to  the 
Federal  Savings  &  Loan  Insurance 
Corp.  CalFed's  assessment  is  already 
$28  million  a  year,  not  inconsequen- 
tial for  a  company  that  earned  $135 
million  last  year. 


CalFed  Chief  Executive  George  Rutland 
Preaching  against  a  fixed-rate  binge. 


If  a  home  buyer  wants  a  fixed-rate 
loan  at  California  Federal  badly 
enough,  he  can  get  one.  But  first  he'll 
have  to  endure  a  loan  officer's  lecture 
on  the  virtues  of  adjustable-rate  mort- 
gages, and  then  he  will  have  to  pay  a 
premium  interest  rate.  The  adjustable 
mortgages,  tied  to  an  index  such  as 
one-year  Treasury  bill  rates,  currently 
cost  only  9.35%,  and  have  the  addi- 
tional allure  of  a  promotional  8.75% 
rate  for  the  first  six  months. 

Fixed-rate  mortgages  at  CalFed  are 
10.75%.  That  is  high  enough  that 
CalFed  can  unload  the  fixed-rate 
mortgage  immediately  in  the  second- 
ary market — at  a  profit. 


S&Ls  that  issue  and  hold  fixed-rate 
mortgages  are,  of  course,  tempted  by  a 
point  or  so  of  extra  yield.  This  strate- 
gy, though,  can  backfire  if  rates  move 
sharply  in  either  direction.  The  high- 
coupon  mortgages  created  in  1980 
through  1984  that  appeared  to  be  so 
profitable  have  been  refinanced  in  a 
frenzy  by  the  borrowers  in  recent 
months. 

CalFed  was  one  of  the  first  of  the 
large  S&Ls  to  push  adjustable  mort- 
gages heavily  back  in  1982.  But  it  is 
still  sitting  with  over  $1  billion  of 
low-coupon,  fixed-rate  loans  made 
years  ago.  Rutland  is  reluctant  to  rec- 
ognize losses  on  underwater  loans. 
But  as  fast  as  the  rally  in  the  bond 
market  brings  values  on  old  fixed 
mortgages  back  above  par,  CalFed 
sells  them  off.  Let  someone  else  have 
the  risk. 

While  some  savings  and  loan  asso- 
ciations are  showing  big  profits  from 
the  points  charged  up  front  for  arrang- 
ing a  mortgage,  CalFed  brings  to  the 
current  year's  revenues  only  enough 
revenue  from  points  to  offset  the  di- 
rect cost  of  arranging  the  loans.  The 
remainder  is  spread  over  the  average 
life  of  the  mortgages.  But  if  the  loan  is 
prepaid,  the  balance  pops 
into  income  immediately. 
Prepayment  of  mortgages 
made  in  prior  years  generated 
$9  million  in  first-quarter 
profit. 

Rutland's  adjustable-rate 
strategy  is  designed  to  make 
earnings  more  predictable. 
Cautious  diversification  may 
help,  too.  In  1984  CalFed 
picked  up  Beneficial  Stan- 
dard Life,  a  specialist  in  tax- 
sheltered  annuities  for  teach- 1 
ers.  Universal  life  policies  | 
have  been  introduced.  Rut- 
land eventually  aims  to  pull! 
a  third  of  net  income  from 
non-S&L  business. 

To  be  sure,  he  still  hasi 

  some  work  to  do  on  the  S&L.  j 

Nonperforming  loans,  mainly  from 
real  estate  loans,  are  large  at  $233 
million.  That  is  1.26%  of  Californial 
Federal's  assets,  a  ratio  below  the  in-| 
dustry's  3%  average. 

Rutland's  reforms  should  help  Cal-i 
Fed's  stock,  which  is  something  of  a 
wallflower  at  30.  That  is  two-thirds  of  I 
book  value  and  only  five  times  the  $6; 
the  company  could  earn  in  1986.  But 
CalFed,  a  former  mutual  that  went 
public  at  19  a  year  after  Rutland's  | 
arrival,  has  its  admirers.  Various  Fi- 
delity funds- hold  about  3%  of  the I 
stock.  Evidently  they  don't  expect  I 
CalFed  to  slip  off  the  wagon  anytime  | 
soon.  ■ 
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Why  every  major  league 
player's  bat  is  made  _ 
o  his  exact  specifications. 


ieir  first  customer  was  an  1880  s  power 
:r  named"01d  Gladiator"Browning. 
r  shattering  the  piece  of  lumber 
sed  at  the  plate,  Browning 
invited  to  a  Louisville  wood 
ring  shop  by  its  18-year-old 
entice.  By  dawn,  the  crafts- 
had  created  the  finest  bat 
made  —  shaped,  weighed, 
balanced  to  perfectly  suit  "Old 
iiator's"  individual  hitting  style, 
he  next  day  the  slugger  went  three 
hree  and  baseball  would  never  be 
>ame. 

nee  then,  the  performance  of 
sands  of  big  leaguers  has 
.  improved  by  a  Louisville 
ger®  custom  made  for 
•  individual  hitting 
is  by  the  venerable 
ofHillerich& 
Isby. 

"thur  Young  j 
irstands  what 
omized  service 
mean  to  a  client 


That's  why  we  get  personally  involved  with 
our  clients  before  we  give  them  an  ounce  of 
financial  advice.  After  all,  the  more  we  know 
about  their  business,  the  more  we  can 
help  them. 

And  even  if  you  don't  consider  your- 
self a  heavy  hitter  yet,  you  can  still 
be  treated  like  one.  You  see,  Arthur 
Young  has  been  customizing  its 
services  to  businesses  of  all  sizes 
for  over  90  years. 

So  if  the  idea  of  an  ac- 
counting firm  that  will  give 
your  business  big-league 
attention  appeals  to  you, 

maybe  it's  time  you 
i   made  contact 
1  with  Arthur  Young. 

Arthur  Young 

Personal  advisors  6 
business.  Accounting, 
auditing,  tax,  financial 
and  management 
consulting.  -j0A 


BIT  DIFFERENT  . 
IMAM  MOST  NEW 
COMPANIES. 


Most  new  companies  don't  expect  sales  of  $3.5  billion 
their  first  year. 

Most  new  companies  don't  begin  operations  as  the 
ider  in  their  industry 

Most  new  companies  don't  begin  among  the  top  quarter 
the  Fortune  500. 

But  then,  most  new  companies  don't  begin  the  way 
vistarhas. 

On  February  20th,  International  Harvester  became 

vistar™  International  Corporation. 

As  Navistar,  we  began  with  an  asset  that  the  past  five 

ars  have  taught  us  to  value  greatly 

Strength. 

Today,  we're  the  number  one  manufacturer  of  medium 
d  heavy-duty  trucks. 

Our  products  are  known  for  high  quality  and  low 

>t  of  ownership.  Experts  around  the  world  point  to  our 

gineering  as  the  epitome  of  excellence. 

Our  employees,  all  15,000,  are  graduates  of  the  most 

manding  school  of  all.  Adversity 

We  turned  our  company  around  by  meeting  customer 

needs  with  superior  products  and  innovative  services. 
And  by  continuing  to  serve  the  customer  better, 
improve  quality  and  enhance  productivity  we'll 
continue  to  prosper. 

Of  course,  like  every  new  company,  we  face  challenges. 
But  we  believe  few  companies,  new  or  established,  are 
prepared  for  them  as  we  are. 

NAVISTAR 

The  rebirth  of  International  Harvester. 


Ever  hear  of  Fuji  Heavy  Industries?  It  is 
behind  one  of  America  s  hottest  auto  stocks 
and  is  a  major  automobile  and  aerospace 
outfit  in  its  own  right. 

"We  want  to  be 
like  Audi 
and  BMW1' 


By  Andrew  Tanzer 


NAME  THE  BEST-PERFORMING  U.S. 
auto  stock  of  the  past  decade  or 
so.  Chrysler  (up  from  \AA  to  38 'A,  ad- 
justed for  splits);  Wrong.  The  right 
answer  is  Subaru  of  America,  up  from 
%  to  38,  adjusted  for  splits. 

What  made  Subaru  of  America  such 
a  hot  stock?  The  popularity  of  its  cars 
and  the  favorable  economics  of  its 
business.  The  company  makes  nei- 


ther cars  nor  parts  of  cars.  It  imports 
them  fully  assembled  from  Fuji 
Heavy  Industries'  plants  in  Japan,  ad- 
vertises them  and  ships  them  to  800 
dealers,  collecting  an  average  margin 
of  $500  per  car.  Minimal  overhead, 
maximal  profits.  It  will  probably  earn 
$100  million  this  year  on  total  capital 
of  $350  million. 

The  biggest  beneficiary  from  all 
this  is  Fuji  Heavy  Industries,  which 
owns  49%  of  Subaru  of  America.  Fuji 


recently  announced  that  it  and  Isuzu 
Motors  will  build  a  U.S.  manufactur- 
ing plant  to  open  in  1989.  Fuji's  half  of 
the  initial  production  will  give  Suba- 
ru of  America  another  60,000  cars 
yearly — a  sizable  increment  to  Fuji's 
current  quota  allotment,  around 
200,000. 

One  of  the  least-known  big  Japa- 
nese companies,  Fuji  Heavy  Indus- 
tries is  a  first-class  outfit.  Fuji's  rich 
technical  legacy  descends  from  Naka- 
jima  Aircraft,  which  made  engines  for 
the  Zero  fighters  during  the  war. 
When  World  War  II  ended  with  Japan 
in  ruins,  reminisces  Fuji's  handsome, 
silver-haired  president,  Toshihiro  Ta- 
jima,  now  66,  "we  had  many  out- 
standing engineers,  but  we  couldn't 
make  aircraft.  So  we  moved  into 
scooters  and  [360cc]  minicars." 

In  1966  Fuji's  engineers  rolled  out  a 
front-wheel-drive  passenger  car.  The 
front-wheel-drive  concept  wasn't 
new:  Auburn-Cord-Duesenberg  built 
a  small  number  of  front-wheel-drive 
cars  in  the  U.S.  in  the  1930s,  and 
France's  Andre  Citroen  in  1934  began 
mass-producing  the  famed  Onze  Nor- 
male,  low-slung  and  black,  which  was 
still  being  built  in  quantity  in  France 
well  into  the  1950s.  Fuji  followed  in 
1972  with  the  world's  first  four- 


Fuji  Heavy  Industries  President  Toshihiro  Tajima  in  a  neiv  Subaru  XT 
If  you  like  Subaru,  you'll  love  Fuji. 


Lucv  Btrrniii«hani 
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Further  Sayings 
>f  Chairman  Malcolm 


irman  Mao  (and  his 
le  Red  Book)  are  gone, 
capitalism's  Chair- 
1  Malcolm's  going 
>ng! 


lime  Two  of  his  Sayings — 500  more  of  'em-has 
been  published  by  Harper  &  Row. 


iu're  one  of  the  thousands  who  bought  out  Volume  I 
iv  in  its  3rd  edition)  you'll  certainly  want  Volume  II. 

er  yet — get  'em  both  ...  two  Little  Green  and  Gold 
ks  in  a  matching  green  slipcase. 

2.6  million  regular  readers  of  Forbes  are  all  familiar 
the  upfront  "Fact  and  Comment"  feature  and  its  one- 
rs, witticisms  and  glints  of  wisdom.  No  need  to  have  to 
hem  out  of  the  magazine  anymore.  They're  here — a 
sction  of  the  finest,  a  round  thousand  in  all. 


can  dispense  them  one  at  a  time  in  conversation  or 
can  present  them,  2  volumes  (boxed) ,  as  a  birthday, 
tuation  or  corporate  gift.  A  great  idea  to  go  with  a 
ting  or  as  a  takeaway  gift  after  a  sales  presentation.  Why 
send  for  a  set  for  yourself  and  see. 


What  they  said  about  the  first  printing. 

"I  just  read  your  book,  and  it  was  delicious.  I  ate  it." 

Ann  Landers,  Daily  News,  New  York 

"How  have  we  done  so  well  for  so  long  without  it?  This  little  book  is 
witty,  wise,  serene,  sometimes  sober  and  at  other  times  tipsy;  but 
always  great,  terrific,  and  in  all  ways,  well  worth  its  price." 

The  Nashville  Banner 

"I've  read  it,  and  1  recommend  it  to  you  unconditionally.  It  is  a 
terrific  book,  with  a  thousand  things  that  you'll  want  to  repeat  and 
memorize  ..."      Barry  Gray,  Radio  Station  WMCA,  New  York 

"It  is  unlikely,  though  possible,  that  students  at  the  Wharton  and 
Harvard  Business  Schools  will  wander  through  the  quad  with  this  little 
green  book  open,  memorizing  Forbes  capitalistic  pearls.  On  the  other 
hand  maybe  they  should."    John  Weisman,  Los  Angeles  Times 

i  —  —  —  ____  _______ 

I'm  ready  for  some  glints  of  wisdom  from  the  Chairman. 

Send  me  set(s)  of  Sayings  of  Chairman  Malcolm  in  two  volumes  with  slipcase 

at  $18  per  set  (shipping  included).  Enclosed  is  my  check  for  $  


(  )  Instead,  send  me  the  original  sin- 
gle volume.  My  check  for  $8  95  +  95* 
shipping  enclosed. 

Send  to: 

Name 
Address 


L 


City 


State  Zip 


(    )  Send  me  "Further  Sayings..  ' 
the  second  volume  only.  My  check  ^or 
$8.95  +  95*  shipping  enclosed 
Please  add  sales  tax  for  New  Y"  <rk  State 
and  other  states  where  applicable. 

Forbes 

60  Fifth  Avenue,  NT,  NY  10011 


Ifthisishow 
youthinkofus, 


you're  missing 
theboat. 


Most  people  know  Coleman  makes 
lanterns.  What  they  don't  know  is  our 
subsidiary  companies  also  make  more 
boats  than  anyone.  Five  lines  of  boats 
including  MasterCraff  ski  boats.  For  even 
more  surprises,  call  1-800-328-4646,  ext. 
163.  (In  MR  1-800-752-4242,  ext.  163). 


wheel-drive  passenger  sedan. 

For  all  its  technical  skills,  however, 
Fuji  never  has  been  particularly  adept 
at  marketing.  Enter  a  marketing  ge- 
nius, Harvey  Lamm,  now  chairman  of 
Subaru  of  America. 

Lamm  began  importing  the  tiny  Su- 
baru 360  into  the  U.S.  in  1968.  Under- 
powered and  undersized,  it  bombed. 
But  later  models,  especially  those 
with  four-wheel-drive,  caught  on. 
Brilliant  was  Lamm's  decision  not  to 
take  on  other  Japanese  imports  in  the 
crowded  California  market.  Instead, 
he  invaded  New  England,  where  stur- 
dy front-wheel-drive  and  four-wheel- 
drive  passenger  cars  had  a  natural  ad- 
vantage on  the  icy  backroads. 

The  only  company  to  offer  a  4WD 
option  on  all  its  models,  Fuji/Subaru 
today  accounts  for  half  of  all  4WD 

To  gain  position  in 
aerospace,  says  Tajima, 
"we  must  join  hands  with 
American  and  European 
competitors." 

cars  sold  in  the  U.S. 

Fuji,  .with  fiscal  1986  sales  of  $4.5 
billion,  still  sells  about  half  of  its  pro- 
duction, 600,000  cars  last  year,  in  Ja- 
pan. Most  of  these  are  the  minicar 
type,  price  $3,000,  unsalable  here. 
The  200,000  Subarus  that  Fuji  sold  in 
the  U.S.,  by  contrast,  fetch  over 
$10,000  on  average. 

But  that  was  last  year.  Now  the 
Japanese  are  unwinding  their  half- 
century-old  habit  of  subsidizing  ex- 
ports with  a  cheap  yen  (Forbes,  May 
5).Tajima  says  he  can  recover  only 
half  of  the  33%  decline  in  the  dollar's 
value  by  raising  prices  in  the  U.S. 
Meanwhile,  others — Toyota,  Honda, 
Audi,  Ford  and  GM — are  invading  the 
4WD  market,  and  Jeep  (see  story,  p. 
101)  has  made  its  station  wagons 
more  like  passenger  cars  than  ever. 

Tajima's  counterstrategy?  Basically 
it  is  the  same  as  Japan's  other  car- 
makers': Push  the  product  upmarket. 
Tajima:  "We  want  to  be  more  like 
Audi  and  BMW." 

Last  year  Tajima  began  shipping 
Lamm  the  Subaru  XT.  A  sleek  two-  or 
four-seater  in  the  Honda  Prelude  and 
Toyota  Celica  class,  the  1.8-liter  XT 
sells  for  $12,000  and  up,  and  is  cur- 
rently moving  at  the  rate  of  2,000 
units  a  month.  Next  year  Fuji  will 
bring  to  market  a  2.7-liter  version  of 
the  XT,  loaded  with  electronics  and 
priced  at  over  $15,000.  This  could  be 
an  important  entry  in  Europe — espe- 
cially Subaru's  strong  Swiss  and  Aus- 
trian markets — where  Tajima  hopes 
to  double  sales  from  55,000  cars  last 


year.  Beating  BMW  and  Audi  on  their 
home  turf  would  be  quite  a  feat,  but 
Fuji  thinks  it  can  do  it. 

But  Fuji  and  Subaru  of  America 
must  boost  volume  as  well  as  prices. 
Hence  the  new  U.S.  plant.  Building 
cars  here  does  not  guarantee  that  Fuji 
can  sell  cars  here.  With  nearly  all  Jap- 
anese carmakers  cranking  up  U.S. 
plants,  Americans  will  no  longer  be 
starved  for  Japanese  cars. 

Another  worrisome  fact:  In  a  plant 
producing  only  120,000  cars,  Fuji's 
U.S.  unit  production  costs  will  likely 
be  higher  than  its  Japanese  costs, 
meaning  smaller  margins  for  Fuji  and 
Subaru  of  America.  Rather  than  com- 
mit capital  to  the  U.S.,  Tajima  had 
hoped  to  produce  Subarus  at  another 
company's  U.S.  plant.  But  at  least  one 
competitor,  Volkswagen  of  America, 
turned  him  down. 

Thus  hedging  its  bets,  Fuji  is  look- 
ing at  the  Southeast  Asian  market, 
where  it  will  begin  selling  its  Subaru 
Justy,  a  1  -liter  model  made  in  Taiwan. 
He  is  also  going  back  to  Fuji's  roots: 
Fuji's  growing  aircraft  division  should 
generate  around  5%  of  total  sales  this 
year  and  20%  by  1990.  Fuji  is  one  of 
three  prime  aircraft  contractors  to  the 
Japanese  Defense  Agency,  along  with 
Mitsubishi  Heavy  Industries  and  Ka- 
wasaki Heavy  Industries.  On  the  ci- 
vilian side,  in  a  Ministry  of  Interna- 
tional Trade  &  Industry-backed  con- 
sortium with  Mitsubishi  and 
Kawasaki,  Fuji  has  supplied  airframe 
parts  to  Boeing  for  the  767  since  1981. 

Last  November  Boeing  picked  the 
three  to  make  airframe  parts  for  300  of 
its  747s.  Now  Boeing  wants  them  to 
put  up  $  1  billion  to  help  develop  a  new 
generation  of  150-seat  passenger 
planes  (Forbes,  Feb.  24),  in  exchange 
for  a  share  in  manufacturing  and  mar- 
keting the  airplanes.  "To  gain  an  inter- 
national position  [in  aerospace],"  says 
Tajima,  "we  must  join  hands  with 
American  and  European  competitors." 

The  stock  market  frequently  per- 
mits wide  discrepancies  to  exist.  At 
$38  a  share,  Subaru  of  America  has  a 
current  market  value  of  $1.85  billion. 
Fuji's  holdings  in  Subaru  of  America 
stock  thus  have  a  market  value  of  $900 
million,  but  all  of  Fuji  has  a  market 
value  of  only  $1.15  billion.  The  market 
is  thus  saying  that  the  rest  of  Fuji — 
which  earned  $77  million  last  fiscal 
year  on  a  weaker  yen — is  worth  only 
$250  million.  So,  with  Fuji  (its  unspon- 
sored  ADRs  sell  around  $30.50),  you 
effectively  get  one  of  Japan's  growing 
aerospace  companies  and  a  car  compa- 
ny selling  400,000  cars  in  Japan,  Europe 
and  Asia — all  for  $250  million.  If  you 
like  Subaru  of  America,  then  you  have 
to  love  Fuji.  ■ 
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Plainly  for  Everyone. 

he  first  plain  paper  facsimile  that  doesn't 

come  at  a  premium. 


Until  now,  plain  paper  in  a  facsimile 
>  the  exception.  But  no  longer. 
Dducing  the  FAX-610  Plain  Paper 
simile.  It  costs  no  more  than  similar 
■mal  units.  But  the  advantages 
plain. 

Because  the  image  quality  of 
:uments  you'll  get  on  plain  paper  is 
setter.  And  you  can  use  them  as 
linals.  Since  you  can  write  on  them 
i  just  about  anything,  and  file  them 
ay  indefinitely. 

Yet  the  economical  FAX-610  is  no 
n  Jane.  It  has  everything  you'd 
iect  from  an  advanced  business 
simile.  Plus  it's  just  plain  smart:  with 
ed  dialing  to  49  locations,  delayed 


transmission  with  auto  document  feeder, 
and  delayed  20-location  multiple  polling 
with  automatic  document  cutting.  And 
it's  just  plain  fast:  17  seconds  a  page  * 

Finally,  the  FAX-610  is  just  plain 
affordable.  Which  looks  good  on  paper, 
and  definitely  makes  plain  old-fashioned 
business  sense. 

The  Canon  FAX-610:  The  first  plain 
paper  facsimile  that's  plainly  for  everyone. 
And  that's  just  plain  extraordinary. 

'Based  on  CCITT  No  1  Test  Chart 


Canon  U.S.A.,  Inc.,  Facsimile  Division 

PO  Box  5210,  Clifton.  New  Jersey  0701 5 1-800-OK  CANON 

□  Please  send  me  more  information  about  the  Canon  FAX-610 

□  Please  have  a  salesperson  contact  me 

4KFOR06166 

NAME 


Canon 


THE  FASTEST  WORDS  IN  BUSINESS  COMMUNICATIONS. 


Canon 

AMMY  DAVIS  JO 


Come  see  the  Canon 
Sammy  Davis,  Jr 
Greater  Hartford  Open 
July  3-6,  or  watch 
it  on  CBS  Television 


Profits  at  La  Quinta  Motor  Inns  have  col- 
lapsed with  the  Texas  economy.  But  more 
important  than  maximizing  short-term 
profit,  Sam  Barshop  insists,  is . . . 

Hanging  in  for 
the  long  run 


By  Alan  M.  Field 


ONLY  FOUR  YEARS  AGO  La 
Quinta  Motor  Inns  was  a  Wall 
Street  favorite,  an  expanding, 
no-frills  Southwest  motel  chain  trad- 
ing at  24  a  share,  with  93  cents  per- 
share  earnings.  Its  80%  occupancy 
was  13  points  above  the  industry  aver- 
age; earnings  were  growing  steadily. 

How  things  have  changed.  La 
Quinta,  headquartered  in  San  Anto- 
nio, Tex.,  will  likely  record  earnings 
of  only  45  cents  in  fiscal  1986  (ended 
May  31),  down  from  62  cents  last  year 
and  its  fourth  consecutive  annual  de- 
cline. With  nearly  half  of  La  Quinta's 
177  motels  in  overbuilt  Texas,  where 
the  economy  is  floundering,  occupan- 
cy has  fallen  to  69%.  La  Quinta's 
stock,  now  around  15,  has  traded  as 
low  as  1 1  this  year. 

Is  La  Quinta  a  collapsing  house  of 
cards?  Not  really.  Sam  Barshop,  56, 
the  gray-haired  president  and  chair- 
man who  founded  La  Quinta  in  1968, 
is  merely  sticking  to  the  plan  that 
earned  him  so  much  Wall  Street  ap- 
plause a  few  years  ago.  Unlike  his 
toughest  competitors,  Ramada  Inns 
and  Holiday  Corp.,  which  make  their 
money  mainly  from  franchising  and 
management  fees,  Barshop  runs  his 
chain  as  a  cash  flow  and  real  estate 
business. 

The  cash  flow  comes  from  tight 
management  of  his  no-frills  motels. 
He  keeps  operating  costs  down  by  es- 
chewing notorious  moneylosers  such 
as  fancy  lobbies,  restaurants  and  room 
service.  Instead,  La  Quinta  offers 
pleasantly  decorated  rooms  with  col- 
or TVs  at  rates  that  are  20%  to  40% 
cheaper  (a  single  averages  $36  a  night) 
than  his  upmarket  competition.  And 
unlike  dt  wnmarket  competitors  like 
Motel  6,  w  ich  offers,  shall  we  say, 
more  sparta;    -commodations  at  an 


average  $16  a  night,  La  Quinta  rooms 
are  nice  enough  to  attract  business 
travelers. 

Barshop  is  convinced  that  real  es- 
tate is  his  other  major  strength, 
though  he  admits  to  being  overloaded 
right  now  in  recession-ridden  Texas. 
Even  the  Packwood  tax  reform  bill, 
which  would  wallop  real  estate  tax 
benefits,  does  not  dampen  Barshop's 
enthusiasm.  The  result:  Barshop  al- 


La  Quinta  President  Sam  Barshop 
"We  believe  in  the  real  estate." 

ready  owns  or  has  a  controlling  inter- 
est in  all  but  10  of  his  177  locations. 

Barshop  plans  to  build  another  123 
inns  in  order  to  have  300  by  1990,  but 
this  time,  mostly  in  livelier  markets 
like  Chicago,  California  and  Florida. 
"Everyone  else  is  going  in  the  oppo- 
site direction.  They  have  no  invest- 
ment, so  they  can  book  the  profits. 
But  we  believe  in  the  real  estate,"  says 
Barshop,  whose  family  also  owns  Bar- 
shop  Enterprises,  a  large  and  still  prof- 
itable San  Antonio-based  commercial 
real  estate  developer. 

But  ownership,  of  course,  also 
means  high  interest  expenses  and  de- 
preciation charges,  especially  on  his 
new  properties,  which  usually  don't 
earn  profits  until  they  have  been  writ- 


ten down  for  at  least  two  or  threi 
years.  Barshop's  ambitious  expansior 
plan  means  that  for  the  next  half 
dozen  years  at  least,  about  one-quar 
ter  of  La  Quinta's  inns  will  be  lea 
than  a  few  years  old.  Thus  his  depreci] 
ation  charges,  currently  the  equivai 
lent  of  nearly  $2  per  share,  are  likel 
to  hit  earnings  even  harder. 

But  earnings  tell  only  so  much.  La! 
Quinta's  cash  flow,  for  example,  ros« 
to  $31.2  million  in  fiscal  1985.  That's 
$2.14  per  share,  up  from  $1.59  pel 
share  in  1982,  when  Wall  Street 
thought  La  Quinta  was  so  glamorous 
And  assets  total  about  $580  million, 
or  $39.70  a  share,  up  79%  from  $324 
million  in  1982.  Revenues  are  project 
ed  at  $175  million  in  fiscal  1986,  up 
from  $159  million  the  year  before 

At  its  recent  $14  a  share,  La  Quintal 
was  trading  at  two-thirds  of  its  esti 
mated  $22  breakup  value,  calculated 
at  current  market  value  for  those 
properties.  Its  debt-to-equity  ratio  of 
2.5-to-l  is  high  for  motel  chains, 
which  average  1.5-to-l  or  less.  But  La 
Quinta's  cash  flow  is  comfortably 
more  than  double  its  yearly  interest 
expenses. 

You  would  think  that  given  La 
Quinta's  handsome  cash  flow,  some 
Wall  Street  shark  might  come  cruis 
ing  around.  No  way.  It  would  take 
about  $200  million  to  swallow  La 
Quinta,  and  Barshop  and  other  insid- 
ers own  30%  of  the  shares.  So  Barshop 
is  unruffled  by  his  dreary  reported 
earnings  and  his  undervalued  stock 
"You  can't  run  a  company  on  a  quar 
terly  basis  and  also  maximize  profits 
in  the  long  run,"  he  says. 

Barshop  is  unruffled,  but  not  un 
concerned  about  his  earnings  pros- 
pects. He  has  tried  and  failed  twice  in 
the  last  year  to  package  and  sell  to  the 
public  some  of  his  inns  as  REITs  or 
limited  partnerships.  If  successful, 
they  would  have  provided  a  short- 
term  earnings  kick  and  buoyed  the 
stock  as  well.  But  real  estate,  especial 
ly  in  Texas,  is  a  pretty  tough  sell  these 
days,  and  Barshop  concedes  that  his 
price  wasn't  right. 

But  Barshop  insists  on  taking  the 
long  view  about  his  real  estate  com- 
mitment. "Now  we're  on  the  down 
side,"  he  says,  "but  when  the  up  side 
comes,  we'll  make  a  lot  of  money. 
Not  just  a  3%  fee,  like  the  franchisers, 
but  all  the  profits." 

Look,  then,  for  no  dramatic  move- 
ment soon  in  La  Quinta's  stock.  But 
as  Texas  crawls  back,  and  Barshop 
begins  booking  some  of  the  profits 
from  his  newer  motels,  the  shares 
could  move  up  far  faster  than  those  of 
his  competitors  who  lost  their  faith  in 
real  estate.  ■ 
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Special  Advertising  Supplement 


ATLANTA 


lyEliseR.  Eplan 


tlantans  like  to  talk  about  them- 
ilves  in  superlatives.  They  see 
tlanta  as  the  "greatest"  city,  their 
^onomy  as  the  "most  dynamic," 
leir  future  as  the  "brightest."  They 
;fer  to  their  airport  as  "the  worlds 
usiest,"  their  attitude  places  them 
mong  the  "most  energetic  major 
ties,"  their  growth  in  jobs  as  "the 
ation's  fastest."  Their  weather,  of 
3urse,  is  "marvelous." 

It  takes  a  while  for  visitors  to 
^custom  themselves  to  this  lan- 
uage.  The  truth  is  that  this  bravado 

not  without  a  solid  basis.  Atlanta 
aes  indeed  excel  in  many  ways, 
fhat  comes  through,  however,  in 
tlantans'  attitudes,  is  that  the  peo- 
le  love  the  place.  They  are  increas- 
igly  drawn  by  the  opportunities, 
le  prosperity,  the  laid-back  yet 
authful  Southern  style,  the  beauty 
f  the  neighborhoods  and  foliage, 
nd,  of  course,  the  "marvelous" 
imate. 


While  metropolitan  growth  during 
the  past  several  years  has  been  of  an 
historic  scale,  the  area  has  experi- 
enced a  steady,  continuous,  rapid 
buildup  for  several  decades.  It 
emerged  from  World  War  II  with 
only  400,000  citizens,  little  indus- 
try, and  with  an  area  of  influence 
that  hardly  spread  beyond  the 
Georgia  border.  Today,  a  generation 
later,  its  population  has  passed  2.2 
million  and  its  economy,  character- 
ized by  great  diversity  and  balance, 
has  far-reaching  influence  across 
the  nation  and  the  seas.  Last  year, 
the  metropolitan  area  population 
increased  by  90,000  people,  which 
topped  the  record  78,000  increase  of 
the  previous  year.  It  is  an  amazing 
success  story,  one  that  begs  for  the 
use  of  superlatives. 

The  reason  for  Atlanta's  success, 
as  so  often  is  the  case,  stems  from 
many  causes:  its  location  at  the 
heart  of  an  emerging  region,  its 
excellent  transportation  systems,  its 
open  society  traditions,  and  its  favor- 


able business  climate,  among  many 
others. 

According  to  Donald  Ratajczak, 
director  of  the  Georgia  State  Univer- 
sity Economic  Forecasting  Center, 
"We  are  now  able  to  exploit  our 
regional  importance,  and  there  is  no 
question  now  that  we  [Atlanta]  are 
fundamentally  dominant  in  all  areas 
-especially  if  the  Southeast  wants 
legal  services  and  can't  get  them 
locally.  They  look  toward  Atlanta-if 
they  want  engineering  or  consulting, 
they  look  toward  Atlanta.  Obviously, 
Atlanta  is  the  center  of  a  lot  of  the 
sales  forces  that  canvas  the  South." 

Atlanta  and  Its  Region 

The  Southeast's  growth  has  had  a 
strong  influence  on  Atlanta's  own 
expansion.  An  eight-state  area  uses 
Atlanta  as  its  regional  shopping  cen- 
ter, the  banks  and  savings  and  loan 
associations  as  their  chief  financial 
resources,  the  service  industries  as 
their  main  source  of  expertise  and 


support,  and  the  theaters,  cultural 
activities,  and  sports  teams  as 
important  leisure  diversions.  As  a 
result,  Atlanta's  retail  trade,  for 
example,  is  exploding;  sales  jumped 
by  over  24  percent  in  1984  alone. 

The  impact  of  the  metropolitan 
and  Southeastern  growth  on 
Atlanta's  banks  has  also  been  consid- 
erable. The  Citizens  and  Southern 
Bank  (C&S),  with  assets  of  $13.6 
billion  at  the  end  of  1985,  is  one 
such  institution.  During  1985,  C&S 
acquired  both  Landmark  Banking 
Corporation  of  Florida  (a  $4  billion 
bank  holding  company  based  in 
Ft.  Lauderdale)  and  the  Citizens  & 
Southern  Corporation  (a  $3  billion 
bank  holding  company  based  in 
Columbia,  South  Carolina).  "C&S 
wanted  to  be  a  Southeast  regional 
bank,  and  the  acquisitions  of  Land- 
mark and  South  Carolina  bank  is 
part  of  this  strategy,"  explains 
George  Budd,  senior  vice  president 
at  C&S.  "With  this  kind  of  financial 
base,  we  can  support  the  growth." 

A  Place  to  Visit 

Because  of  both  its  central  location 
in  the  Southeast  and  the  availability 
of  transportation  facilities,  the 
Atlanta  convention  and  tourism 
business  has  been  a  major  industry 
for  years.  The  construction  of  the 
State  of  Georgia's  World  Congress 
Center,  however,  in  the  early  1970s 
(one  of  the  world's  largest  and  best 
equipped  meeting  and  exhibition 
facilities),  was  a  major  turning  point, 
not  only  in  bringing  large-scale  con- 
ventions to  the  city,  but  also  in  trig- 
gering the  construction  of  several 
new  downtown  "convention-ori- 
ented" hotels.  In  1976,  approxi- 
mately 635,000  convention 
delegates  were  drawn  to  Atlanta. 
Eight  years  later,  in  1984,  that  figure 
had  doubled,  to  1.1  million  conven- 
tion delegates  who  produced  reve- 
nues of  almost  $500  million. 

Atlanta  now  offers  35,000  guest 
rooms,  with  another  2,500  slated  for 
completion  this  year.  In  addition, 
there  is  more  than  a  million  and  a 
half  square  feet  of  meeting  space  in 
the  hotels  alone,  and  650,000 
square  feet  in  the  newly  expanded 
World  Congress  Center.  This  center 
is  now  tied  with  Dallas,  New  York, 
and  Las  Vegas  as  the  second  largest 
in  the  U.S. 

Private  sector  companies  have  also 
moved  in  to  serve,  and  in  turn  stimu- 
late, the  convention  business.  The 
Atlanta  Market  Center  has  become 
centra!  to  the  growth  of  this  indus- 
try. The  Market  Center,  which 
includes  the  Atlanta  Decorative  Arts 


Center,  the  Atlanta  Apparel  Mart, 
and  the  Atlanta  Merchandise  Mart, 
offers  186,000  square  feet  of  exhibi- 
tion space.  In  addition,  plans  are 
well  under  way  to  add  a  fourth  com- 
ponent, the  Inforum  Mart,  which  will 
serve  both  buyers  and  sellers  in  the 
telecommunications  industry,  pro- 
viding a  one-stop  market  facility. 

Statistics  describing  this  hospital- 
ity industry  are  themselves  superla- 
tives: more  than  188,000 jobs  and  a 
payroll  in  excess  of  $750  million.  In 
addition,  it  employs  more  women 
and  minorities  than  any  other  indus- 
try in  the  metropolitan  area.  Ted 
Sprague,  president  of  the  Atlanta 
Convention  and  Visitors  Bureau, 
sees  an  expanding  convention  busi- 
ness. "The  future,"  he  believes,  "is 
even  more  dynamic  than  our  pres- 
ent situation.  We  are  95  percent 
booked  through  1990,  and  about  75- 
80  percent  through  1995." 


The  Movement  Systems 


Few  of  Atlanta's  leaders  fail  to  place 
the  city's  extraordinary  transporta- 
tion systems  at  the  top  of  the  list  of 
reasons  for  the  success  story.  In 
common  parlance,  they  cite  the 
world's  largest  airport  terminal,  and 
with  Chicago,  the  most  operations; 
with  Baltimore  and  Miami,  the  new 
est  rail  mass  transit  system;  and 
with  only  a  handful  of  other  places, 
six  converging  interstate  highway 
legs.  The  city  was  founded  as  a  rail 
terminus  in  1837,  and  has  contin- 
ued to  serve  as  a  central  point  for 
transportation  convergence,  first  as 
a  rail  center,  then  as  the  heart  of  a 
highway  network,  and  now  as  a 
major  air  hub.  An  oft-repeated 
vaudeville  joke  had  one  clergyman 
saying  to  another  that  when  he  died 
he  didn't  know  if  he  would  go  to 
heaven  or  hell,  but  he  was  certain 


Atlanta  is  famous  for  many 
things-Coca-Cola,  Southern  hos- 
pitality, its  airport. .  .and  Andrew 
Young.  Since  his  election  as 
mayor  of  Atlanta  in  1981,  Mayor 
Young  has  been  extremely  suc- 
cessful in  his  role  as  Atlanta's 
"marketeer." 

He  has  helped  put  Atlanta  on 
the  map  worldwide,  and  he  has 
played  a  large  part  in  bringing 
together  the  business  community 
and  the  political  leadership.  He 
sums  up  his  perceptions  of  that 
relationship:  "I  think  there's  an 
Atlanta  spirit-a  feeling  that  we 
can  solve  any  problem  together 
and  that  government  and  busi- 
ness share  this  common  objec- 
tive. Government  sees  its  role  as 
an  economic  generator,  and  in 
order  to  create  the  jobs  and  eco- 


nomic growth,  we  have  to  see  to  it 
that  our  businesses  make  money. 
We're  basically  solving  our  prob- 
lems by  encouraging  growth  and 
good  management." 

Mayor  Young  has  made  it  his 
mission  to  enhance  Atlanta's  sta- 
tus as  an  international  city.  "We 
have  a  community  that  is  well 
integrated,  socially  and  racially. 
The  fact  that  we  have  put  such 
emphasis  on  our  own  domestic 
relations  really  prepared  us  to 
take  on  the  world  so  that  now,  as 
an  international  city,  people, 
whether  they  are  Japanese,  His- 
panic, Korean,  Chinese,  African 
or  European,  have  a  feeling  that 
this  is  a  city  that  not  only  toler- 
ates differences,  but  appreciates 
differences.  We  have  a  truly  cos- 
mopolitan attitude."  ■ 


that  he  would  have  to  transfer  in 
Atlanta. 

Atlanta's  growth  since  World  War 
II  is  directly  tied  to  the  Hartsfield 
Atlanta  International  Airport. 
Opened  in  1981,  more  than  47  mil- 
lion passengers  passed  through 
Hartsfield's  huge  terminal  last  year, 
partly  as  a  result  of  the  addition  of  a 
new  (the  fourth)  runway.  Ten  carri- 
ers connect  Atlanta  nonstop  with 
points  in  Great  Britain,  Europe,  Mex- 
ico, Bermuda,  the  Caribbean,  and 
beginning  in  July,  the  Far  East. 
Calvin  Carter,  Atlanta's  Commis- 
sioner of  Aviation,  comments  on  this 
expansion  into  Far  Eastern  markets: 
"When  this  happens,  Atlanta  will  be 
a  key  hub  for  cargo  from  the  Far  East. 
It  will  be  a  major  market  change." 

A  new  rail  mass  transit  system 
has  also  been  critical  to  Atlanta's 
ability  to  handle  the  recent  surge  of 
growth.  MARTA-the  Metropolitan 
Atlanta  Rapid  Transit  Authority- 
opened  its  rail  system  in  1979,  after 
almost  20  years  of  planning.  The  rail 
system  alone  carried  almost  49.5 
million  passengers  in  fiscal  1984.  By 
1988,  this  rail  system  is  expected  to 
have  30  stations  opened  and  will  be 
served  by  220  cars.  The  rail  system 
is  closely  integrated  with  the 


MARTA-owned-and-operated  bus 
network,  which,  in  fiscal  1984,  had  a 
ridership  of  91.6  million  passengers. 

The  rail  system  is  well  run  and  is 
regarded  in  the  industry  as  one  of 
the  most  efficient  operations  in  the 
country.  The  introduction  of  the  sys- 
tem into  Atlanta  has  strengthened 
the  central  business  district  and 
attracted  development  to  inner-city 
and  suburban  communities  alike. 
It  has  given  area  communities  a 
means  for  managing  their  growth. 
In  a  region  that  has  traditionally 
been  heavily  auto-oriented,  it  has 
given  riders  an  alternative  to  the 
automobile.  As  a  result,  the  propor- 
tion of  journey-to-work  trips  by  mass 
transit  is  increasing,  and  because  of 
the  system's  efficient  operations,  its 
relatively  inexpensive  fare,  and  its 
attractive  and  safe  conditions,  rider- 
ship  has  risen  steadily. 

Atlanta's  two  important  transpor- 
tation additions,  the  Hartsfield  ter- 
minal and  the  MARTA  rail  line,  are 
now  in  place.  Linkage  between  the 
two  will  occur  in  1988,  when  the 
southern  line  will  be  extended  to  the 
terminal.  Once  the  line  is  operating, 
the  downtown  area  and  its  conven- 
tion and  hotel  facilities  will  be  only  a 
16-minute  ride  from  the  airport. 


Government  Center 


AEDC 


The  Atlanta  Economic 
Development  Corporation  is  a 
partnership  of  the  public  and 
private  sectors  tor  the  purpose 
of  encouraging  capital  invest- 
ment in  the  city,  producing  jobs, 
and  expanding  the  tax  base 


In  Atlanta,  the  relationship  betwee 
the  business  and  the  political  secto 
has  enhanced  the  vitality  of  the  eo 
nomic  base.  Overwhelmingly,  the 
city's  business  leadership  is  posits 
about  that  relationship.  "I  think 
there  is  better  interaction  betweeni 
business  and  government  in  Atlanl 
-than  in  any  city  that  I  know  in  the 
U.S.  We  have  a  tradition  of  working 
together-that  tradition  is  being 
carried  through,  even  with  the  trai 
sition  in  the  central  city,  or  in  the 
city  itself  from  the  white  political 
domination,  to  the  black  political 
domination,"  states  John  Portmani 
famed  architect,  developer,  and  pr« 
ident  of  Portman  Properties. 

Dan  Sweat,  president  of  Central 
Atlanta  Progress,  a  nonprofit  orgai 
zation  designed  to  serve  as  the  lint 
between  the  city  and  industry, 
agrees.  "There  has  been  a  very  cloa 
relationship  between  the  business 
and  political  sectors,  long  running 
here,  and  right  on  through  the  yeai 
even  though  we've  gone  through  s 
nificant  periods  of  change  in  this 
city's  history.  The  most  important, 
perhaps,  is  the  whole  racial  changi 
from  a  segregated  society  to  an  ope 
inclusive  society." 

The  Atlanta  Economic  Develop- 
ment Corporation  (AEDC)  exempli 
fies  Atlanta's  ability  to  tie  its  public 
and  private  sectors  together.  This 
public/private,  nonprofit  corporate 
was  founded  ten  years  ago  by  the 
city,  during  former  Mayor  Maynarc 
Jackson's  administration,  and  by 
Central  Atlanta  Progress.  AEDC's 
mission  is  to  create  jobs,  expand  t± 
tax  base,  and  attract  investment 
capital  to  the  city.  Its  traditional 
functions  have  included  overseeing 
the  city's  Small  Business  Loan  Pro 
gram  and  serving  as  the  city's  cap- 
tive industrial  developer.  In  recent 
years,  AEDC  has  creatively  used  th 
Urban  Enterprise  Zone  Legislation 
passed  by  the  Georgia  General 
Assembly,  which  allows  tax  abate 
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Why  Atlanta? 

"Atlanta  has  been  home  to 
Coca-Cola  since  1886.  We  had  the  pe've bee 
good  fortune  to  be  founded  in  a 
city  where  the  business  climate 
and  the  quality  of  life  have  been 
consistently  healthy  and  produc 
tive  for  both  domestic  and  inter- 
national business." 

Roberto  C.  Goizueta,  chairmen 
of  the  board  and  chief  executive 
officer  of  Coca-Cola. 
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A  quick 
education  in 
the  PC  modem 
from  the  inventor, 

Hayes. 


Since  we  made  our 
ry  first  modem 
ven  years  ago, 
lumber  of 
itators 
ve  cropped 
making 
kinds  of 
ims  and 
?ating  a  lot 
confusion, 
le  smart 
ing  they  did 
was  to  make 
?ir  modems  compatible 
th  Hayes*  That  means 
;ir  products  must  commu- 
te using  the  Hayes 
indard  'AT"  Command 
t.  Because,  while  we've 
ncentrated  on  making  our 
xiems  the  best.  American 
siness  made  Hayes 
xlems  the  biggest.  In  fact. 
;'ve  become  the  de  facto 
indard  in  computer 
mmunications. 
Viodem  Education  101. 

Speaking  of  standards, 
xlems  have  set  new 


SMARTMODEM  2400 

QD  Hayes" 
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standards  of  efficiency  and 
effectiveness  in  a  wide  range 
of  business  applications. 
With  a  modem,  you  can 
access  information  from  on- 
line databases  to  become  a 
better  informed  competitor, 
transfer  volumes  of  files 
across  the  city  or  across  the 
ocean,  or  store  incoming 
information  in  your  com- 
puter until  you're  ready  to 
use  it.  And  much,  much 
more. 

Summa  Cum  Modem. 

There's  a  full  line  of 


Hayes  modems  to  fit  your 
needs.  From  300  to  1200  to 
2400  bps.  The  Smartmodem 
2400  ™  communicates  in 
both  synchronous  and 
asynchronous  transmissions 
and  automatically  adjusts  to 
the  speed  of  the  incoming 
transmission.  Both  the 
Smartmodem  1200™  and 
2400  offer  advanced  diag- 
nostics and  meet  Bell  and 
CCITT  standards.  And 
there's  the  1200B  and  2400B. 
plug-in  boards  for  the  IBM 
PC  and  compatibles.  Also. 


we've  developed  powerful 
yet  easy-to-use  com- 
munications soft- 
ware packages: 
Smartcom  II® 
for  the  IBM 
PC  and  Apple 
Macintosh. 
Many  consider 
Smartcom  II 
for  the  Mac 
to  be  the  best 
possible  com- 
munications 
set-up  on  any  microcomputer. 
Graduate  To  Hayes. 
Hayes  modems  and 
communications  software  are 
compatible  to  a  wide  range  of 
computers,  and  a  wide  range 
of  businesses,  too. 

See  your  authorized 
Hayes  dealer,  or  contact 
Hayes  Microcomputer 
Products.  Inc.PO.  Box 
105203.  Atlanta,  Ga. 
30348.  404-441-1617  and 
get  a  little  continuing  edu- 
cation on  how  Hayes 
can  help  you. 
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Say  yes  to  the  future  with  Hayes. 


©1985  Hayes  Microcomputer  Products.  Inc 


Telecommunication  architects:  The  communica- 
tions revolution  is  changing  everyone's  way  of 
doing  business.  And  of  doing  practically  every- 
thing else,  too.  Chances  are  you'll  find  one  or  more 
Contel  companies  at  the  leading 


edge  of  these 
changes.  Finding  ways  to  get  the  "un- do -able" 
done.  And  done  better.  There's  a  whole  group  of 
Contel  subsidiaries  that  plan  and  design,  that 
construct,  install  and  maintain.  Successful  innova- 
tors in  every  phase  of  telecommunication,  which 
has  been  called  "the  industry  that  defines  the  80's." 
At  Continental  Telecom  Inc.  you'll  find  us  defining 
telecommunication.  From  telephony  to  satellites. 

FOR  A  FREE  BROCHURE  ON  ALL  OF  CONTEL'S  CAPABILITIES  WRITE  TO  >^  —  ^m^—^mm^^  — 

CONTEL.  DEPT  201,  245  PERIMETER  CENTER  PARKWAY  ATLANTA  GA  30346  ©  1984  CONTINENTAL  TELECOM  INC        ^—  ^W^M*  ^»  —  1^—  ■■ 


ments  to  be  granted  to  companies 
that  move  into  the  industrial  parks 
located  within  designated  depressed 
areas.  The  concept  has  been  so  suc- 
cessful that  AEDC  is  one  of  the  few 
economic  development  organiza- 
tions in  the  country  that  is  finan- 
cially self-sufficient.  Tarby  C. 
Bryant,  president  of  AEDC,  com- 
ments on  the  attitude  and  approach 
that  has  fostered  AEDC's  success: 
"Our  role  is  to  be  Atlanta's  economic 
spark  plug,  and  at  the  same  time,  to 
be  a  servant  to  the  people-we're  a 
facilitator  and  catalyst  to  make 
things  happen  in  this  great  city." 

The  International  City 

According  to  Metro  Atlanta  Council 
For  Economic  Development 
(MACFED),  more  than  20  percent  of 
the  219  companies  that  located  in 
and  around  the  metropolitan  area  in 
1985  were  foreign  firms.  The  area 
has  taken  on  strong  international 
colorations,  most  visibly  in  the  out- 
cropping of  foreign  restaurants  and 
markets,  international  services  pro- 
vided by  banks,  conferences  on 
international  trade  and  exchanges, 
and  languages  heard  in  the  streets. 
Forty  countries  currently  have  con- 
sulates or  representatives  in  Atlanta 
to  serve  their  trade  interests.  There 
are  so  many  Japanese  children  in 
Atlanta  that  a  special  school  has 
been  set  up  to  provide  for  their 
education. 

Much  of  Atlanta's  emerging  promi- 
nence as  an  international  city  relates 
to  its  aggressive  recruitment  of  for- 
eign airlines  and  flights  to  interna- 


tional business  centers.  As  is  the 
case  with  domestic  companies' 
movement  into  Atlanta,  foreign 
firms  unanimously  view  Atlanta  as 
an  optimum  base  from  which  to 
serve  the  region. 

There  are  now  representatives  of 
eight  Japanese  banks  in  the  city, 
including  Dai  Ichi  Kangyo  Bank,  one 
of  the  two  largest  banks  in  the  world, 
which  opened  an  office  in  Atlanta  in 
1985. This  growth  in  Japanese  bank- 
ing operations  reflects  the  movement 
of  Japanese  businesses  into  the  area. 
Wilma  Southeast,  a  Dutch-based 
construction  and  development  firm, 
moved  its  U.S.  holding  company  into 
Atlanta  during  the  late  1970s  after 
considering  several  cities  as  potential 
locations.  "From  the  Netherlands' 
perspective,  the  company  saw  simi- 
larities between  Atlanta,  as  a  regional 
hub,  and  the  Netherlands,  as  a  hub 
in  the  European  market,"  explains 
Marshall  Beebe,  president  of  Wilma 
Southeast,  whose  presence  in  the 
Atlanta  development  community  is 
helping  it  become  increasingly  prom- 
inent worldwide.  "In  addition,  the 
fact  that  KLM  had  initiated  air  serv- 
ice between  Atlanta  and  the  Nether- 
lands made  it  an  even  more  attrac- 
tive choice." 

Beebe  cites  the  growth  of  support 
services,  including  the  influx  of  for- 
eign banks  into  the  area,  as  another 
positive  aspect  of  Atlanta.  Wilma  is 
involved  in  a  massive  multi-use  proj- 
ect that  will  leverage  the  airport  as 
the  key  marketing  force.  This  under- 
taking, called  International  Trade- 
port,  will  combine  a  huge  trading 
mart  with  office  buildings,  industrial 


sites,  and  an  internationally  orient 
hotel.  A  foreign  trade  zone  will  be 
established  covering  the  entire  pre 
ect,  which  Wilma  is  carrying  out  ii 
association  with  local  developer 
Herman  Russell,  a  past  president  ( 
the  Atlanta  Chamber  of  Commerq 
and  Rena  Rider,  president  of  Intenj 
tional  Airport  Properties.  "We  hopJ 
to  make  Tradeport  an  international 
trading  center  and  to  act  as  a  centi 
location  for  many  services-bankin 
interpreting,  merchandising  mart, 
more  like  a  one-stop  shop,"  says 
Beebe. 

High-tech  Growth 



Though  a  relatively  new  industry  fl 
the  city,  high  tech  has  carved  out  a 
significant  role  in  Atlanta.  One  rea- 
son for  aggressive  growth  of  the 
high-tech  industry  in  Atlanta  is  the 
Advanced  Technology  Developmen 
Center  (ATDC)  of  the  Georgia  Insti- 
tute of  Technology.  Founded  three 
years  ago,  the  mission  of  this  cente: 
is  to  pursue,  attract,  and  aid  in  the 
development  of  newly  forming  higll 
tech  industries  in  the  state.  Approxl 
mately  30  companies  have  been 
assisted  since  ATDC's  founding. 

Dennis  Hayes,  president  of  Hayes 
Microcomputer,  found  Atlanta  to  b< 
a  good  climate  for  "growing  a  com- 
pany" seven  years  ago.  "There  is  a 
larger  technical  community  in  the 
greater  Atlanta  area  than  is  often 
recognized,"  says  Hayes.  He  also 
acknowledges  that  Georgia  Tech's 
involvement  is  key  to  the  technical 
community 

Hayes,  now  one  of  the  country's 
fastest-growing  privately  held  com- 
panies, is  a  good  example  of  a  suc- 
cessful local  Atlanta  company.  Fron 
the  introduction  of  the  80-103A  dat; 
communications  adapter  in  Octobe 
1977,  to  the  market  dominance  of 
the  company's  series  of  Smartmo- 
dems,  to  its  entry  into  personal 
computer  software,  Hayes  Micro- 
computer has  not  only  become  a 
model  for  the  industry,  but  has  spur 
off  several  additional  firms  in  the 
Atlanta  area.  Hayes  currently  con- 
trols 70  percent  of  the  U.S.  retail 
market  for  these  modems. 

While  Hayes  was  originally  based 
in  Atlanta,  Contel  Corporation 
moved  its  headquarters  to  Atlanta 
from  Bakersfield,  California  in  May 
1976.  Factors  that  played  heavily  in 
its  relocation  choice  were  the  city's 
living  conditions,  a  modest  cost  of 
living  and  attractive  real  estate. 
Contel  came  to  Atlanta  with  55 
employees  ten  years  ago.  Today,  the 
company  employs  1,500  persons  in 
its  Atlanta  office. 


Housed  in  a  magnificent  old  man- 
sion on  one  of  Atlanta's  most 
famous  streets.  West  Paces  Ferry 
Road,  the  Southern  Center  for 
International  Studies  (SCIS)  is  a 
privately  and  publicly  financed, 
nonpartisan  organization  begun 
in  1977.  The  center's  curriculum 
includes  seminars,  conferences, 
and  briefings-participants 
include  corporate  executives, 
academics,  media  representa- 


tives and  government  officials. 

The  growth  of  international 
investment  and  participation 
occurring  in  the  Southeast  is  phe- 
nomenal. SCIS  feels  this  growth 
results  from  open  and  direct  lines 
of  communication.  Founding 
trustees  include  former  secre- 
taries of  state  Dean  Rusk  and 
Cyrus  Vance  as  well  as  Sam 
Ayoub,  past  chief  financial  officer 
and  senior  vice  president  of  the 
Coca-Cola  Company.  The  South- 
ern Center  is  also  bringing  leader- 
ship from  foreign  countries  to  see 
Atlanta.  "We  bring  the  best  of  the 
world  to  the  South  and  the  best  of 
the  South  to  the  world,"  says 
Cedric  L.  Suzman,  vice  president 
of  the  Southern  Center.  "The 
region  of  the  South  is  expanding 
so  quickly  and  Europeans  are 
using  Atlanta  as  a  gateway."  ■ 


BellSouth  is 

ooking  at  a  suniw  forecast. 
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housing  starts 


Over  the  next  ten  years,  net  migration  to  the  Southeast  will 
erage  325,000  people  a  year.lbtal  population  will  increase  by 
arly  6V2  million.  And  there  will  be  4  million  new  jobs  and  41/2 
llion  new  housing  starts.  Creating  an  average  growth  for  the 
3ion  that's  25%  above  the  national  average. 

That's  a  sunny  forecast. 

But  an  even  brighter  fact  is  that  BellSouth  is  prepared  to  cap- 
lize  on  this  growth  in  its  nine-state  region.  First,  with  a  modern, 
icient  telecommunications  system  already  in  place.  Second, 
th  forward-looking  strategies  that  provide  increased  customer 
rvices  while  generating  revenues  designed  to  go  beyond 
)se  generated  from  regional  growth  alone. 


The  BellSouth  region.  It's  quite  a  hot  spot.  Learn  more  about 
illSouth  from  your  broker.  Or  write:  Mr.  L.E.  Spradlin,  Director 
nvestor  Relations,  BellSouth  Corporation,  675  West  Peach- 
e  Street,  N.  E. ,  Atlanta,  Georgia  30375.  Or  call  404-420-8136. 


The  BellSouth  Companies: 

South  Central  Bell  •  Southern  Bell  •  BellSouth 
Services  •  South  Central  Bell  Advanced  Systems 
•  Southern  Bell  Advanced  Systems 

BellSouth  Enterprises  •  BellSouth  Advertising  & 
Publishing  •  Stevens  Graphics  •  TechSouth  • 
BellSouth  Advanced  Systems  • 
BellSouth  Mobility  •  BellSouth  Systems  Technology 
•  BellSouth  International  •  FiberLAN,  Inc. 


BELLSOUTH 


Your  best  connection." 


BellSouth  Corporation 


How 
many 
reasons 
do 
you 
have 

to 
watch 


jVpNEYUNE? 


More  than  you  realize.  For  every  business  decision 

from  taxes  to  investments.  From  stock  market  reports 
to  preparing  for  your  children's  education.  You  need 
Moneyline  on  CNN  Cable  Network. 

When  you  need  business  advice  that  makes  sense, 
join  CNN  News  Managing  Editor  Lou  Dobbs. 

If  you  don't  have  cable  you're  missing  the  best 
business  news  available.  Call  your  cable  operator. 

You've  always  got  a  reason. 

All  times  eastern. 


WEEKMGHTS  at  7&11 


THE  WORLD'S  MOST 
IMPORTANT  NETWORK 


D1986TURNER  BROADCASTING  SYSTEM,  INC. 
m,  SuperStation  WTBS,  Headline  News,  MGM,  Atlanta  Braves,  Atlanta  Hawks 


ohn  Lemasters,  president  of 
itel,  feels  that  Atlanta  has  been 
deal  base  for  Contel,  and  that  the 
eptional  qualities  of  the  city  and 
eadership  have  combined  to 
re  his  company.  "There  is  a  gen- 
widespread  feeling  that  Atlanta 
aying  attention  to  its  air,  ground 
public  transportation  systems, 
he  city  continues  to  pay  more 
ntion  to  individual  development 
vities,  it  will  attract  many  more 
l-tech  companies."  Lemasters 
;es  that  Georgia  Tech  continues 
lay  a  strong  role,  both  in  its 
)C  and  as  an  important  educa- 
al  institution  in  the  city.  He  also 
s  other  major  educational  insti- 
3ns  as  valuable  to  economic 
jlopment  in  the  city-Georgia 
:e,  Emory,  the  Atlanta  University 
iplex,  and  the  University  of 
rgia  in  nearby  Athens. 

ality  of  Life 

rwhelmingly,  the  response  to  the 
stion  of  what  makes  Atlanta 
jue  compared  with  other 
srican  cities  is  the  "quality  of  life." 
late,  aesthetic  beauty,  pace,  and 
ortunity  blend  together  to  make 
inta  "one  of  the  easiest  cities  in 
ch  companies  can  find  and  hold 
)loyees  and  one  of  the  most  diffi- 
out  of  which  to  get  employees  to 
isfer,"  says  Milt  Lincoln,  associate 
ctor  of  economic  development  at 
Atlanta  Chamber  of  Commerce, 
tie  Economic  Forecasting  Cen- 
i  Ratajczak  discusses  Atlanta's 
ibility  factor."  "You  are  easily 
:pted  here.  Lets  say  you  are 
ling  in  with  a  new  business.  You 
do  as  much  or  as  little  as  you 
t  in  this  community.  There  are 
losed  doors.  You  get  a  lot  of  what 
think  you  want  to  have  in  a  big- 
:ity,  and  yet  there's  room  for  you. 
ict,  people  are  looking  for  you 
your  involvement.  I  think  this  is 
of  the  most  attractive  features  of 
nta."  Ted  Turner,  certainly  one  of 
nta's  most  famous  entrepre- 
rs  and  a  superlative  in  his  own 
t,  is  also  one  of  Atlanta's  biggest 
.  "It's  got  absolutely  everything 
ig  for  it-climate,  location,  great 
spoliation,  easy  air  access,  and 
vernment  that's  both  coopera- 
and  supportive.  You  won't  get 
negatives  from  me."  □ 


?R.  Eplan  is  a  freelance  writer 
ublic  and  urban  affairs  and  is 
doyed  by  the  Atlanta  Economic 
?lopment  Corporation.  

gn:  DeMartino/Schultz  Inc. 


Think  of  it 
as  a  million 
and  a  half 


One  that  is  designed  to  build  a  steady  stream  ot  qualified 
buyers  year  round.  It's  called  INFORUM.  And  many  say  it  will 
be  the  most  important  place  to  shop  tor  information  process- 
ing and  telecommunications  products.  Located  in  Atlanta, 
and  designed  by  John  Portman,  world  renowned  mart 
developer,  INFORUM  will  be  dedicated  to  bringing  qualified 
buyers  face  to  face  with  important  sellers  in  the  most  cost- 
effective  manner  imaginable.  From  day  one,  INFORUM  will 
enhance  your  existing  channels  of  distribution,  cut  your 
sales  cost  and  provide  incremental  business  opportunities  for 
your  company 

INFORUM  will  house  the  top  companies  in  the  business  and 
host  industry  specific  events  such  as  seminars,  symposiums, 
trade  shows  and  conferences  to  assist  buyers  in  making  pur- 
chase decisions,  and  to  deliver  a  high  rate  of  showroom  traffic. 

For  more  information  on  how  you  can  use  INFORUM  to 
build  your  business,  call  Lawton  Hall,  National  Director  of 
Sales,  at  (404)  584-8593.  It  could  be  one  of  the  most  important 
tools  of  the  trade  you  ever  picked  up. 

■INFORUM 


Where  Business  Will  Shop  For  Technology 

©  1986,  Inlorum. 


\ver  hear  of  "rent-a-rating7  Well,  read  on 
or  a  peek  into  what  lies  behind  the  boom- 
ng  business  of  rating  debt  issues. 

Uncertain 
umpires 


By  Jack  Wi  Hough  by 

'hat's  a  poor  credit  rating  ana- 
st  to  do?  Securities  backed  by  every- 
dng  from  mortgages  on  shopping 
inters  to  car  loans  and  even  CAT 
anners  are  pouring  onto  the  market, 
iany  of  these  feature  complex  guar- 
ltees  and  tender  provisions  that 


have  never  before  been  seen  in  finan- 
cial markets.  What's  the  real  worth  of 
this  blizzard  of  paper?  It's  enough  to 
make  a  fellow  smash  his  computer 
screen  in  frustration. 

Yet  difficulty  in  rating  the  new  pa- 
per does  not  seem  to  be  slowing  the 
major  rating  agencies,  Moody's  Inves- 
tors Service  and  Standard  &  Poor's. 


They  are  profiting  as  never  before 
from  giving  credit  appraisals  on  the 
smallest  municipal  borrowing  on  up 
to  the  largest  pools  of  securitized 
commercial  mortgages.  These  past 
two  years  the  dollar  volume  of  domes- 
tic taxable  debt  rated  by  the  two  agen- 
cies has  more  than  doubled,  to  1,238 
issues  worth  $98.3  billion.  Last  year 
alone  the  agencies  rated  more  than 
4,500  tax-exempt  offerings  worth 
$204  billion. 

That  is  big  business  when  a  rating 
agency  can  draw  from  $5,000  for  rat- 
ing the  simplest  government  obliga- 
tion to  $75,000  for  the  most  complex 
commercial  mortgage  obligation  is- 
sue when  they  come  to  market.  "The 
bond  rating  business  has  just  been 
tremendous  the  past  couple  of  years," 
says  Oscar  S.  Pollock,  a  partner  at 
stockbroker  Ingalls  &  Snyder.  He  esti- 
mates that  Moody's  last  year  contrib- 
uted as  much  as  10%  of  Dun  &  Brad- 
street  Corp.'s  $608  million  in  operat- 
ing earnings.  Standard  &  Poor's  is  an 
equally  important  moneymaker  for 
McGraw-Hill,  Inc. 

Unfortunately,  the  new  offerings 
are  growing  increasingly  complex  all 


The  explosion  of  rated  taxable  offerings 


The  dollar  volume  of  taxable  debt  offerings  rated  by  But  not  as  fast  as  the  so-called  securitized  offerings, 
the  two  major  agencies  has  grown  dramatically  in  which  are  pools  of  assets.  These  issues  have  become 
the  last  three  years. ...  an  important  part  of  the  rating  game. 
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This  is  Motorola's 
switchboard 
in  the  sky. 


When  NASA's  Advanced  Communications  Technology  Satellite 
is  launched,  it  will  cany  a  remarkable  baseband  processor,  de- 
signed and  built  by  Motorola  engineers.  With  this  "switchboard"  in 
geo-synchronous  orbit  high  above  the  weather,  high-frequency 
signal  quality  will  be  better  than  ever. 


ft  can  handle 
a  teleconference, 
your  electronic 
mail  and 

59,998  other 
signals 

Mthe  . 
same  bme. 

(M)  MOTOROLA 

Advanced  Electronics  for 
a  More  Productive  World. 


"Now  Canon  has 
five  great  ways  to  take  care 
of  number  one? 


Canon's  PC  Cartridges  give  you  6  copy  colors 
and  virtually  service-free  operation. 


PC-10 

Compact.  Affordat 


gle-sheet  feeding. 


PC-14 

Unique  stack-sheet  feeding  system  for  multiple 
copies.  From  business  card  to  letter  size. 


PC-20 

Makes  8  copies  per  minute  with  automatic 
cassette  paper  feeding. 


PC-24 

Reduction,  enlargement  and  stack-sheet  feeding 
for  multiple  copies  on  business  card  to  legal  size. 


PC-25 

Reduction,  enlargement  and  copies  up  to 
legal  size  from  up  to  10"  x  14"  originals. 

Personal  C  Cartridge  Copying, 
Plain  and  Simple. 

Ivr  more  information  call  toll  free 


i-800-OK  CANON 


the  time.  Last  year  over  half  the  4,519 
rated  tax-exempt  issues  brought  to 
market  carried  some  form  of  credit 
enhancement  from  a  commercial 
mortgage  insurer  or  guarantor.  More- 
over, the  paper  is  pouring  onto  finan- 
cial markets  that  are  themselves  boil- 
ing with  everything  from  merger  and 
acquisition  fever  to  uncertainty  about 
the  long-term  course  of  interest  rates. 
Result?  Many  traders  now  detect  a 
perceptible  softening  of  standards  as 
the  rating  agencies  attempt  to  com- 
pete with  each  other  and  judge  the 
credit  quality  of  new  securities  that 
have  no  record.  These  days  there  can 
be  a  spread  of  as  much  as  75  basis 
points  within  credit  categories. 

Astute  corporate  finance  men  have 
quickly  figured  how  to  capitalize  on 
the  situation.  They  play  a  game  called 
"rent-a-rating,"  which  is  based  on  the 
notion  that  a  great  number  of  low- 
grade  issues  can  instantly  be  im- 
proved by  simply  purchasing  a  term 
guarantee  for  timely  payment  of  in- 
terest and  principal. 

Lacking  time  to  do  thorough  ana- 
lyses of  the  entire  project,  overworked 
credit  analysts  simply  look  to  the 
quality  of  the  guarantor  and  then,  if 
the  firm  is  respectable,  issue  an  in- 
vestment grade  rating.  Leo  C.  O'Neill, 
executive  managing  director  of  Stan- 
dard &  Poor's,  concedes  that  some 
think  S&P's  isn't  as  "tight"  as  it 
should  be  on  some  of  its  ratings,  but 
he  argues:  "We're  the  benchmark.  If 
we  didn't  exist,  they  would  have  to 
create  us." 

Who  gets  left  holding  the  bag?  Who 
else — the  individual  investors.  In  the 
wild  new  world  of  debt  financing, 
they  depend  more  than  ever  on  the 
rating  agencies  to  guide  them  in  their 
investments.  But,  warns  Henry  Spen- 
cer, senior  vice  president  of  Guardian 
Life  Insurance  Co.  of  America:  "You 
just  can't  blindly  rely  on  any  single 
rating.  .  .  .  God  knows,  the  rating 
agencies  can  be  wrong." 

Take  Ticor  Mortgage  Insurance  Co. 
The  firm,  in  rehabilitation  since 
April,  has  had  to  set  aside  a  large 
portion  of  its  assets  as  a  reserve  to 
cover  a  perceived  $200  million  loss. 
Only  a  year  ago  it  was  a  darling  of  the 
credit  rating  analysts.  If  Ticor  insured 
a  debt  issue,  why  bother  to  see  if  the 
borrower  itself  was  sound,  since  Ticor 
obviously  was?  That  line  of  reasoning 
is  why  both  Standard  &  Poor's  and 
Moody's  happily  went  along  assigning 
investment  grade  ratings  to  virtually 
anything  Ticor  insured.  Many  of  Ti- 
cor's  insurance  policies  involved 
mortgages  in  weakening  housing  mar- 
kets. When  one  loan  originator,  Equi- 
ty Programs  Investment  Corp.  (Epic), 


suddenly  defaulted,  Ticor's  ability  t 
honor  its  commitments  was  stretche 
to  the  breaking  point. 

That  immediately  raised  the  que: 
tion  of  just  how  valuable  Ticor  gua 
antees  were  on  other  debt  instn 
ments.  O'Neill  admits  the  ratin 
agencies  were  caught  off  guard  by  T 
cor's  heavy  concentration  of  Epic  in 
surance.  In  the  months  that  followej 
Epic's  demise,  15  Ticor-insured  bond 
involving  $475  million  in  debt  weij 
downgraded  by  the  red-faced  ratinj 
analysts.  In  an  affidavit  James  1 
Gammon,  a  senior  portfolio  manage 
for  Loews/CNA  Holding,  which  gc 
stuck  with  $5  million  in  downgrade 
Dakota  County  Housing  &.  Redeve 
opment  Authority  bonds  in  the  pro 
cess,  griped:  "Standard  &.  Poor- 
downgraded  the  bonds  to  a  CCC  ral 
ing  [below  investment  grade]  withou 
investigating  the  underlying  credit." 

In  fact,  warns  James  Spiotto,  a  Chi 
cago  attorney  who  specializes  in  boni 


"The  speed  with  which 
credit-enhanced  issues  are 
coming  onto  the  market 
only  tells  you  how  fast  the 
word  processors  are 
working." 
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defaults,  some  new  credit-enhancei 
issues  are  so  shaky  that  a  brisk  spikl 
up  in  interest  rates  could  send  perhapi 
as  much  as  1%  of  all  nonfederal  U.9 
debt  into  default.  "The  speed  witl 
which  these  things  are  coming  ont< 
the  market  only  tells  you  how  fast  th 
word  processors  are  working,"  say 
Spiotto.  "The  real  test  is  whether  the' 
hold  up  when  something  goes  wrong 
We  haven't  had  enough  experience  t< 
know  if  credit  enhancement  realb 
works." 

Spiotto  recommends  that  borrow 
ers  who  use  credit  enhancement  tecbJ 
niques,  where  the  underlying  credil 
was  not  rated,  be  required  to  set  asid^ 
a  modest  reserve  fund  for  each  issue] 
Then,  if  the  credit  enhancer  gets  intc 
financial  difficulty,  the  reserve  func 
can  be  used  to  pay  for  a  thorougl 
cre'dit  review  of  the  borrower  itse 
thereby  avoiding  a  perhaps  unjustifieo 
downgrading  of  the  issue,  with  th« 
consequential  reduction  in  liquidity 

A  better  solution  might  be  to  re 
quire  the  rating  agencies  to  be  mor« 
cautious  in  their  analyses  right  frorr 
the  start.  So  what  if  the  work  is  hare 
and  confusing?  Appraising  the  truq 
creditworthiness  of  a  debt  issue 
what  the  agencies  are  supposed  to 
do — and  failing  to  do  the  work  quick 
ly  and  thoroughly  can  only  harrc 
them  in  the  end.  ■ 
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If  you  think  bringing  in  new 
business  is  difficult,  try  bring- 
ing in  a  larger  computer  system 
to  handle  that  business. 

Unless  your  computer 
company  designs  systems  with 
growth  in  mind,  you'll  have  to 
reprogram  all  the  data  from  your 
old  system  to  run  on  your  new 
system.  An  undertaking  that 
could  drag  on  for  more  than  a 
year  and  cost  hundreds  of  thou- 
sands of  dollars. 

For  Burroughs  users,  how- 
ever, this  problem  simply  does 
not  exist.  Thanks  to  our  cost- 
efficient  A  Series— a  wide 
range  of  mainframes  designed 
not  only  to  cost  less  to 
run  and  require  fewer  support 
people,  but  also  to  allow  our 
users  to  increase  programming 
power  up  to  70  times  without 
expensive  reprogramming. 

And  Burroughs  software 
grows  as  easily  as  our  systems. 
All  our  key  line  of  business 
software  packages  (for  finance, 
manufacturing,  health 
care  and  distribution)  are  mod- 
ular. So  you  can  start  with  a 
few  functions  and  just  add  more 
as  you  need  them. 

Which  means  that  with 
Burroughs,  you'll  be  able  to  put 
a  lot  of  energy  into  expanding 
your  business.  And  almost 
none  into  expanding  your  com- 
puter system. 


Burrough 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


When  backyard  cooking  became  trendy, 
premium  sauce  prices  got  spicy,  and  so  did 
the  barbecue  business. 


Grill  wars 


T|  O  HEAR  THE  DAVIS  FAMILY  of 
Kansas  City,  Kans.  tell  it,  they 
make  the  tastiest  barbecue 
sauce  in  the  country.  "When  we  go 
head-to-head  with  Kraft,  Hunt's, 
Heinz  and  Hormel,  we  win  nine  of  ten 
blind  taste  tests,"  brags  Rich  Davis  II, 
the  handsome,  wholesome,  sandy- 
haired,  31 -year-old  president  of  K.C. 
Masterpiece  Products,  Inc.  But  the 
Davises  are  learning  that  winning 
taste  tests  is  one  thing  and  capturing 
market  share  from  giants  like  Kraft  is 
quite  another.  Although  this  is  a  busi- 
ness blessed  with  eccentrics  and 
home  recipes,  it  is  in- 
creasingly difficult  for 
the  Davises  to  compete 
with  the  coupon-wav- 
ing and  television  mar- 
keting efforts  of  the 
country's  biggest  gro- 
cery suppliers. 

The  Barbecue  Indus- 
try Association  esti- 
mates that  180  million 
Americans  enjoy  bar- 
becued foods  every 
year,  generating  $6  bil- 
lion in  sales  of  bri- 
quets, grills,  charcoal 
lighter  products,  tools 
and  groceries.  But  it  is 
the  $350  million 
Americans  spent  on 
barbecue  sauce  last 
year  that  excites  the 
Davises,  Kraft.  General 
Foods  and  the  others. 
Catsup  and  mustard 
sales  grew  less  than  5% 
last  year,  while  barbe- 
cue sauce  sales  jumped 


some  33%  over  the  last  three  years. 
Better  yet  has  been  the  growth  of  so- 
called  premium  sauces — those  that 
sell  for  $1.50  or  more  per  18-  or  19- 
ounce  bottle  and  contain  fewer  chem- 
icals and  more  natural  ingredients 
like  corn  syrup  and  tomatoes.  Sales  in 
that  category  have  nearly  quadrupled, 
from  $25  million  in  1983  to  $97  mil- 
lion last  year. 

No  wonder,  then,  that  marketing 
has  become  so  fierce.  Eight  years  ago 
there  was  very  little  TV  advertising, 
says  Dr.  Rich  Davis,  a  60-year-old 
child  psychiatrist  who  gave  up  his 


Charles,  Papa  and  Rich  Davis  II  in  a  Pay-Less  store  in  Kansas  City 
Face  to  face  with  the  major  food  companies. 


practice  to  form  K.C.  Masterpiece  and 
now  works  with  his  sons,  Rich  II  and 
Charles,  28.  K.C.  was  one  of  the  first 
widely  distributed  brands — it's  avail- 
able in  35  states — to  break  the  $1.50 
price  barrier.  "When  we  started  out, 
barbecue  sauce  was  sold  strictly  on 
price,  in  order  to  boost  meat  and  soda 
and  charcoal  sales,"  recalls  papa  Da- 
vis. "At  the  time,  69  cents  a  bottle 
was  good,  59  cents  was  better,  and  89 
cents  was  the  very  upper  limit.  Now 
the  grocery  buyers  are  spoiled.  The 
first  thing  they  want  to  know  is  how 
much  support  you're  going  to  give 
them  on  television.  They  will  look 
you  right  in  the  eye,  tell  you  your 
sauce  tastes  better  than  anybody 
else's,  and  then  stock  the  fellow  who 
has  the  largest  ad  budget." 

Welcome  to  the  real  world,  papa. 
The  Davises,  whose  company  has 
grown  from  $21 1,000  in  sales  in  1980 
to  a  projected  $7.5  million  this  year,! 
can't  even  play  in  those  leagues.  Al-i 
though  K.C.  Masterpiece  is  tripling 
its  marketing  budget  this  year,  to 
about  12%  of  sales,  that  still  amounts 
to  only  $900,000.  The  Davises  have 
managed  to  round  up  more  than  2%  of 
the  national  market,  but  they  are  still 
not  serious  adversaries  for  the  major 
food  companies.  Kraft,  for  example, 
spends  more  than  $10  million  a  year 
promoting  its  sauces,  while  Hemz' 
barbecue  sauce  ad  budget  is  at  least 
$4.5  million  and  Hunt's  makes  do 
with  some  $3.8  million.  "When  Kraft 
introduces  a  new  product,  they  roll 
into  a  market,  overspend  and  get 
100%  distribution,"  concedes  Ron 
LaRocca,  the  Atlanta- 
based  vice  president  of 
marketing  and  sales  for! 
K.C.  Masterpiece. 

Already  Kraft  con- 
trols nearly  half  the 
market  with  its  tradi- 
tional Kraft  barbecue 
sauce  ($1.19)  and  its 
highly  successful 
Thick  'n  Spicy  product 
($1.45).  Kraft  figures  to 
gain  even  more  market 
share  as  it  rolls  out  the 
newly  introduced 
Bull's-Eye  barbecue 
sauce  ($1.59),  yet  an- 
other premium  brand. 
And  Kraft,  with  its 
muscular  brand  name 
and  more  than  1,000 
supermarket  products, 
can  command  store 
shelf  space  while  itsi 
smaller  rivals  lose  out.  j 
Still,  it  is  a  sign  of i 
how  competitive  thei 
premium  end  of  the 
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jusiness  has  become  that  Kraft  mar- 
<ets  Bull's-Eye  without  identifying  it 
is  a  Kraft  product.  Kraft  marketers 
:hink  that  customers  paying  top  dol- 
ar  will  find  the  Kraft  name  a  turnoff. 
\  second  nod  to  the  premium  market: 
\s  with  K.C.  Masterpiece,  there  is  a 
signature,  "B.C.  Chandless,"  on  the 
jack  of  the  bottle,  attesting  to  the 
quality  of  the  product.  But  papa  Rich 
Davis,  whose  signature  is  on  K.C.  bot- 
:les,  is  a  real  person;  B.C.  Chandless  is 
i  figment  of  Kraft's  imagination. 
'We've  done  their  test  marketing  for 
:hem,  and  now  they  are  moving  right 


in,"  fumes  papa  Davis. 

Why  are  the  premium  products  so 
popular?  (Williams-Sonoma,  a  fancy 
foods  retailer  and  catalog  company, 
for  example,  is  selling  16-ounce  bot- 
tles of  barbecue  sauce  for  $4.75.)  Kraft 
Executive  Vice  President  Joseph  Dur- 
rett  says  the  national  trend  toward 
eating  more  poultry  has  helped,  be- 
cause chicken  needs  additional  flavor- 
ing. But  there's  more.  "People  are 
more  intimately  involved  in  the  cook- 
ing of  barbecue,"  says  Durrett.  "They 
stand  around  talking  as  they  cook, 
and  they  talk  about  the  grill,  the  char- 


coal and  then  the  sauce.  Because  it's  a 
social  occasion,  consumers  are  will- 
ing to  pay  more  for  a  better  sauce." 
Grocery  stores  like  the  higher-priced 
sauces,  too,  because  the  built-in  profit 
margins  are  larger. 

What  happens  to  K.C.  Masterpiece 
as  the  barbecue  war  heats  up?  It  will 
probably  cash  in  its  chips  by  selling 
out.  Says  papa  Davis:  "Somebody 
once  said  that  we  are  too  big  to  be 
considered  small  and  too  small  to  be 
big.  It's  true.  At  some  point,  we  will 
probably  need  a  partner  who  has  larg- 
er resources." — J.A.T. 


Detroit  goes  regional 

Texans  tear  around  in  souped-up 
pickup  trucks.  Californians  lust 
ifter  fast  cars  with  sleek  lines.  But 
Mew  Englanders  are  more  partial  to 
station  wagons. 

Local  stereotypes,  perhaps.  But  De- 
:roit  is  betting  millions  that  its  new- 
mind  ability  to  market  motor  vehi- 
:les  on  a  region-by-region  and  city-by- 
;ity  basis  will  build  sales  in  a  way 
:hat  television  network  advertising 
:an  no  longer  match.  Last  year,  for  the 
irst  time,  foreign  and  domestic  auto- 
nakers  spent  $955  million  on  "spot," 
)r  regional,  advertising,  $218  million 
nore  than  on  network  buys. 

The  push  toward  regional  advertis- 
ng  is  the  biggest  change  in  the  way 
Detroit  sells  cars  and  trucks  since 
Ihrysler,  Ford  and  General  Motors 
liscovered  television.  As  much  as 
inything,  it  is  the  success  of  the  for- 
eign car  companies  that  accounts  for 
:he  new  strategy.  In  April  import  sales 
vere  up  a  record  28.6%  from  April 
1985.  Foreign  automakers  in  April 
:aptured  26%  of  the  U.S.  market,  up 
rom  20.2%  a  year  ago. 

Detroit's  new  strategy  carries  risks, 
nainly  because  it  forsakes  the  unde- 
liable  reach  of  prime-time  television. 
With  26  foreign  and  domestic  car- 
nakers   competing   for  customers, 


however,  reach — that  is,  buying  the 
biggest  audience  for  the  smallest  price 
per  head — has  lost  its  appeal  in  Motor 
City.  The  new  television  advertising 
strategy  tailors  marketing  strategies 
to  local  tastes.  So  General  Motors 
will  push  its  trucks  in  the  Pacific 
Coast  states,  where  they  have  only  a 
25.1%  market  share,  and  maintain 
the  status  quo  in  Texas,  where  they 
have  a  40%  share. 

The  new  commitment  to  regional- 
ism explains  why  General  Motors  and 
Ford  have  established  marketing/ad- 
vertising divisions  in  California, 
where  imports  captured  48%  of  the 
market  in  1985.  In  addition  to  Los 
Angeles  and  Detroit,  Chevrolet  has 
also  established  regional  marketing 
divisions  in  New  York  and  Atlanta. 

Chalk  this  up  also  to  the  compel- 
ling importance  of  the  industry's  sales 
demographics.  California  and  Texas 
have  emerged  as  states  absolutely  es- 
sential to  running  a  profitable  car 
business.  California  alone  accounts 
for  one-tenth  of  all  cars  sold  in  this 
country,  while  Texans  buy  10%  of  all 
trucks.  The  laid-back,  sun-and-surf 
sales  pitch  that  works  in  Los  Angeles 
may  strike  aggressive  Houstonians  as 
phony  or  superficial. 

The  foreign  manufacturers  have 
known  this  for  years,  largely  because 
their  sales  patterns  (high  volume  on 


the  coasts)  dictated  a  regional  strate- 
gy. "We're  way  ahead  of  the  regional 
game,"  says  Herb  String,  media  adver- 
tising administrator  of  Toyota,  an  im- 
porter that  has  concentrated  its  adver- 
tising dollars  in  the  spot-TV  market 
for  the  last  three  years.  "General  Mo- 
tors, Ford  and  Chrysler  are  realizing 
they  need  a  special  effort  in  the  mar- 
kets where  we're  taking  sales  away 
from  them." 

The  result:  General  Motors  cut  its 
network  budget  8%  last  year,  com- 
pared with  two  years  earlier,  shifting 
that  money  into  spot  markets  and  ad- 
vertising support  for  local  dealer  asso- 
ciations. "GM  is  trying  to  be  more  of  a 
market-driven  company  than  a  sup- 
plier of  products,"  explains  Randy 
Schroeder,  media  director  at  NW 
Ayer,  an  advertising  firm  that  handles 
GM  accounts. 

Chrysler  has  cut  its  network  spend- 
ing 7%  from  1983.  Its  California 
group  developed  a  commercial  for  the 
Le  Baron  GTS  that  emphasized  accel- 
eration and  handling  and  was  aimed 
at  performance-crazy  Californians.  In 
the  Midwest,  where  car  buyers  are 
more  smitten  with  fancy  interiors  and 
a  full  range  of  accessories,  TV  com- 
mercials featured  Ricardo  Montalban 
extolling  the  luxury  features  of  the 
same  car. 

It's  hard  to  imagine  GM's  giving  up 
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its  national  campaigns  flogging  the 
Chevrolet  line.  But  as  long  as  Buicks 
sell  better  in  Chicago  and  Corvettes 
are  back-ordered  mainly  in  Los  Ange- 
les and  Miami,  carefully  targeted  ad- 
vertising will  continue  to  be  Detroit's 
most  efficient  buy. — Jan  Parr 


Piece  goods  peacenik 

W.  here  else  but  southern  Califor- 
nia: Fred  Segal  wants  to  talk 
about  nuclear  peace,  his  support  for 
the  Hands  Across  America  move- 
ment. Forbes  wants  to  talk  about  the 
only-in-California  retailing  formula 
that  has  earned  Fred  Segal,  among 
other  items,  a  $2.5  million  Laguna 
Beach  pad,  1  Vi  acres  right  on  the  wa- 
ter. (From  the  hot  tub  you  can  watch 
the  whales  spouting  in  the  Pacific.) 

To  get  the  story  of  his  business  acu- 
men we  had  to  listen  to  a  good  deal  of 
discourse  about  how  fervently  Fred 
Segal  is  in  favor  of  nuclear  disarma- 
ment. (A  good  reporter 
will  go  to  almost  any 
lengths  to  get  a  story.) 
Happily,  Segal's  views  on 
retailing  and  real  estate 
are  a  lot  more  stimulating 
than  his  views  on  politics. 

Fred  Segal's  isn't  just  a 
business.  It  is  a  happen- 
ing. He  sells  psychedelic 
skateboards,  $10,000  ste- 
reo sound  systems  and  de- 
signer silk  suits — all  un- 
der one  roof.  Enclosed  in  a 
glass  booth,  a  disk  jockey 
spins  top-40  rock  tunes  at 
full  blast.  Health  food  is 
available. 

Welcome  to  Fred  Segal's 
new  25-boutique,  35,000- 
square-foot  emporium  in 
a  former  ice  skating  rink 
in  Santa  Monica,  Calif.,  a 
$5.5  million  gamble  that 
this  highly  successful  Los 
Angeles  retailer  says  will 
generate  $10  million  in  re- 
tail sales  this  year,  netting 
him  $750,000. 
Is  this  a  good  location  in 

the  usual  retailing  sense?   

Not  at  all.  The  mall  is  at  an  intersec- 
tion of  two  one-way  streets,  meaning 
less  street  traffic  than  retailers  usual- 
ly seek.  Its  neighbors  on  the  block 
include  a  retirement  home,  an  unem- 
ployment office  and  a  Salvation  Army 
outpost. 

"This  is  the  best  location  I've  ever 
opened,"  says  Segal,  despite  grousing 
from  some  tenants  that  customer  traf- 
fic is  good  only  on  the  weekends.  "I 
know  what  I'm  talking  about,"  Segal 


insists,  "I've  done  this  before." 

He  certainly  has.  Now  52,  Segal 
made  his  mark  when  he  opened  a 
tiny,  but  one  of  the  first,  designer-jean 
stores  24  years  ago  on  Melrose  Ave- 
nue, then  an  out-of-the-way  location 
in  Los  Angeles  where  property,  and 
rents,  were  cheap.  Today  Melrose  Av- 
enue is  where  punk  meets  trendy,  a 
street  that  has  attracted  art  galleries, 
boutiques,  record  shops  and  antique 
shops.  Fred's  store,  which  has  grown 
from  300  square  feet  to  16,000  square 
feet,  counts  among  its  customers 
bandleader  Buddy  Rich,  playwright 
Neil  Simon  and  actress  Linda  Evans. 

Inside  both  locations:  a  series  of 
boutiques  under  one  roof,  a  sort  of 
full-service  street  fair  that  changes  ev- 
ery week  to  keep  the  customers  inter- 
ested and  coming  back.  Most  of  the 
goods  are  aimed  at  folks  who  have  lots 
of  what  economists  call  disposable 
income. 

These  customers  get  unusually  at- 
tentive service,  seemingly  a  lost  art 


year,  which  will  net  Fred  about  $ 
million. 

But  what  makes  Segal  unique 
that,  after  he  establishes  each  store  a 
a  moneymaker,  he  sells  the  boutique 
to  his  employees  and  continues  co 
lecting  profits  as  a  landlord. 

Look  at  the  Santa  Monica  project. ! 
currently  contains  about  25  shops,  ir 
eluding  six  owned  by  Fred  or  his  fair 
lly — his  wife,  Darrylyn,  owns  the  car 
and  gadgetry  store,  his  son  Michac 
runs  the  pizza  place.  Other  shops:  a 
espresso  bar,  a  store  that  sells  wc 
men's  sportswear,  a  cosmetics  stor 
and  several  men's  stores.  Fred  als 
owned  a  lingerie  shop,  but  he  has  jus 
sold  it.  "After  I  get  them  rolling,  I  se 
them  to  buyers  who  have  five  years  t 
repay  me.  That's  the  formula." 

Fred  Segal  breaks  all  the  rules.  Lo 
Angeles  retailing  is  dominated  by  bi 
chains  like  Robinson's,  Bullock's,  th 
May  Co.,  the  Broadway  and  recen 
invaders  like  the  well-run  Mervyn' 
at  the  lower  end  and  Nordstrom  at  thi 


/■'red  Segal  in  bis  Santa  Monica  emporium 
Call  his  business  a  happening. 


among  retailers  these  days.  It  is  not 
easy  to  browse  in  Fred  Segal  stores. 
The  salespeople  are  friendly,  but  ag- 
gressively helpful.  Looking  for  a  pair 
of  slacks  or  an  evening  dress?  They 
show  you  slacks  and  dresses  until  you 
find  something  you  like.  And  buy. 
Then  they  will  suggest  appropriate 
shirts,  shoes  and  handbags.  The  old- 
fashioned  but  effective  sales  approach 
works:  The  Melrose  store  will  gener- 
ate about  $13  million  in  sales  this 


higher  end.  It  is  perhaps  the  moa 
competitive  market  in  the  country 
Segal,  though,  runs  no  advertising  an« 
rarely  holds  sales.  Instead,  he  prefen 
to  spend  the  money  on  the  stores  a 
that  customers  will  spend  more  timi 
in  them. 

His  tenants  think  that  policy  is  jusi 
swell.  Says  Marvin  Chanin:  "Three  q 
our  Santa  Monica  stores  are  doinj 
well,  the  fourth  one  is  not.  We  woul 
like  to  see  more  customers,  but  this  ii 
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Want  to  see  the  Pony  Express 
come  through  again? 


The  tradition  lives  on  in  Borg-Warner's  Pony  Express"  courier  system,  a  ready  fleet  of  modern 
chicles  that  safely  speed  vital  packages  and  documents  for  business  and  government.  That's 
todays  Borg-Wamer.  Diversified  for  financial  stability.  A  company  worth  watching. 


BorgWarner 


Watch 

Borg-Wamer 

^iHH^H^  ©  1984  Borg  Warner  Corporation 


For  an  annual  report  write:  Borg-Warner,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604. 


25,000  PROFESSIONALS 

In  any  service  business,  it's  common 
knowledge  that  you're  only  as  good  as  the  pec 
pie  you  hire. 

At  AIG,  American  International  Group  c 
Insurance  Companies,  25,000  business  profes 
sionals  work  together  to  meet  the  service  neec 
of  our  clients  in  today's  highly  competitive  an 
complex  society. 

Our  people  respond  quickly,  innovativel) 
and,  when  necessary,  draw  upon  resources  an 
contacts  in  practically  every  business  commu 
nity  throughout  the  world. 


A  DISCIPLINED  APPROACH 


Underwriting  is  our  basic  business.  For 
AIG  to  continue  to  be  successful,  we  will  mai 
tain  our  long-term  policy  of  quality  underwrit- 
ing for  profit. 

And  by  upholding  that  principle,  the  AIC 
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npanies  will  be  able  to  provide  new  cover- 
s  for  the  world  market  as  needs  arise. 

THE  POLICY  AND  THE  PEOPLE 

The  soundness  of  our  policies  comes  from 
soundness  of  our  management.  Their  ex- 
tence  and  continuity  are  a  source  of  pride  and 
lership. 

They  are  also  your  assurance  that  we  can 
vide  insightful  and  efficient  solutions  to  your 
management  and  insurance  problems. 

So,  if  you're  involved  in  the  financial 
arity  of  your  company,  call  your  agent  or 
ker  and  ask  about  AIG.  Because  your  insur- 
e  company  shouldn't  be  one  of  the  risks  you 
e  to  manage. 

AMERICAN  INTERNATIONAL  GROUP 
OF  INSURANCE  COMPANIES 

Our  Policies  Are  Your  Best  Insurance. 


Marketing 


a  pioneering  effort.  It  will  succeed." 

What's  ahead?  Fred  says  he  has  no 
intention  of  retiring  to  devote  full 
time  to  the  peace  movement  or  other 
good  works.  "I  work  my  ass  off,"  says 
Fred.  "We're  breaking  ground  at  Mel- 
rose next  week  to  add  4,000  more 
square  feet  as  well  as  20  more  parking 
spaces.  If  you  give  people  what  they 
want,  you'll  do  business." 

As  the  reader  can  readily  see,  Fred 
Segal  is  much  more  interesting  when 
he  talks  about  business  than  when  he 
talks  about  peace. — Richard  L.  Stern 


Selling  the  unsellable 

Not  even  guys  in  the  locker  room 
talk  about  impotence.  But  that's 
the  subject  of  a  $100,000,  eight-week 
marketing  campaign  now  under  way 
in  Dallas  and  San  Diego  on  behalf  of 
the  Republic  Health  Corp.,  a  Dallas- 
based  hospital  management  compa- 
ny. The  pitch:  A  stay  in  a  Republic 
hospital  will  help  solve  the  problem. 

So  far,  the  unusually  frank  cam- 
paign consists  of  three  different  news- 
paper advertisements  that  have  ap- 
peared in  the  Dallas  Times  Herald,  the 
Dallas  Morning  News,  the  San  Diego 
Union  and  the  San  Diego  Tribune.  The 
second  phase  of  the  campaign  should 
roll  in  Los  Angeles  and  Miami  some- 
time next  fall,  and  represents  another 
step  in  the  advertising  community's 
willingness  to  deal  with  previously 
forbidden  topics  like  birth  control  and 
feminine  health  care  products. 

The  campaign  also  is  dramatic  evi- 
dence that  the  wickedly  competitive 
health  care  industry  is  searching  des- 
perately for  a  marketing  edge  that  will 
fill  its  empty  hospital  beds.  Republic 
so  far  is  the  most  aggressive,  having 
already  slapped  brand-name-type  la- 
bels on  nearly  a  dozen  kinds  of  treat- 
ments from  nose  jobs  ("You're 
Becoming")  to  cataract  surgery  ("Gift 
of  Sight").  Opposition  to  selling  sur- 
gery like  soap  comes  mainly  from 
doctors  who  oppose  advertising  gener- 
ally or  from  those  who  fear  it  will  lead 
to  unnecessary  surgery. 

Republic  counters  that  surgery 
can't  be  performed  without  a  physi- 
cian's approval.  But  it  says  it  specifi- 
cally aims  its  campaigns  at  the  gener- 
al public  because  it  has  found  that 
patients  mention  the  ads  and  pressure 
their  doctors  to  choose  Republic 
Health  hospitals.  In  Decatur,  Ga.,  for 


instance,  an  introductory 
campaign  boosted  the 
number  of  plastic  surger- 
ies from  49  in  1983  to 
540  the  next  year.  And 
the  total  climbed  again, 
to  725,  in  1985.  With  re- 
sults like  that,  it's  no 
surprise  that  after  a  re- 
cent merger  Republic 
Health's  current  media 
budget  is  about  $12.5 
million,  more  than  four 
times  the  estimated  $3 
million  it  spent  in  1984. 

The  ad  copy  for  its  lat- 
est marketing  foray,  cre- 
ated by  Stern/Monroe,  a 
Dallas  agency,  is  direct: 
"First  you  have  to  admit 
you're  impotent,"  says 
one  headline.  "Ten  mil- 
lion American  men  suf- 
fer from  impotence. 
Ninety-five  percent  of 
them  don't  need  to"  and 
"Impotency.  Very  often, 
the  first  steps  toward 
curing  it  are  taken  by  a 
woman,"  say  the  others. 
The  first  two  are  targeted 
at  men  40  to  69,  the  age 
group  most  likely  to  suf- 
fer impotency,  while  the 
third  ad  is  aimed  at  the 
wives,  who  often  must 
prompt  their  husbands  to 
seek  treatment.  Included 
is  a  coupon  or  toll-free 

number  to  obtain  either   

more  information  or  an  appointment 
with  participating  urologists. 

Why  impotence?  Because  it's  a  sub- 
ject that's  guaranteed  to  garner  lots  of 
attention,  and  in  the  health  care  busi- 
ness that  translates  into  more  pa- 
tients. Republic  Health  ($540  million 
revenues)  is  only  five  years  old,  but  it 
already  owns  or  manages  90  hospitals, 
including  alcohol  or  drug  abuse  treat- 
ment centers  in  24  states,  primarily  in 
the  Southeast  and  Southwest.  Cer- 
tainly Republic  can  use  the  marketing 
help.  Its  hospital  occupancy  rate  is 
estimated  in  the  low  40%  range,  com- 
pared with  the  industry's  low  60% 
average. 

More  than  that,  it  must  fill  those 
beds  to  increase  its  net  profit  margin, 
which  stands  at  a  low  4%,  and  to  help 
pay  off  the  estimated  $300  million  in 
debt  it  is  about  to  assume,  thanks  to  a 
management-led  leveraged  buyout 
now  under  way. 

Republic  isn't  the  first  to  advertise 
impotence  treatment,  but  it  was  first 
"to  market  health  care  services  as  if 
they  were  products,"  says  Eugene 
Melnitchenko,    vice    president  at 


Ten  million  American  men  suffer  from  impotence 
95!)  of  them  don't  need  to 
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IMPOTENCY 
SOLUTIONS 

I     NORTH  MIAMI  MEDICAL  CENTER 
1  SO&2288432 


One  of  three  ads  discussing  impotency 
Another  way  to  fill  hospital  beds? 

Rauscher  Pierce  Refsnes,  a  Dallas  bro 
kerage  company.  To  recoup  an  aver 
age  $150,000  development  cost,  oi 
each  "product"  the  company  has  li 
censed  26  institutions  it  doesn't  owi 
to  use  them  as  well.  The  impoteno 
concept  will  also  most  likely  be  li 
censed  in  this  way. 

Many  doctors  and  sex  therapist; 
would  argue  that  treating  impotenct 
should  not  require  hospitalization 
Republic,  however,  argues  that  in 
more  than  half  of  all  cases  impotenc* 
is  the  result  of  a  physical,  rather  thar 
a  psychological,  problem  and  that  ir 
as  many  as  75%  of  physical  cases  sur 
gery  is  eventually  called  for.  Hospita 
stays  last  one  to  four  days,  resulting  ir 
bills  ranging  from  $3,000  to  $10,000 
including  surgeon  fees. 

Republic  won't  say  how  many  mer 
it  has  treated  for  impotence  in  the  last 
few  years.  But  the  advertisements 
that  appeared  in  Dallas  in  the  seconc 
week  in  May  generated  390  responses 
or  about  as  many  as  the  company  ex- 
pected from  the  entire  eight-week 
campaign. — Candace  Talmadge 


142 


FORBES,  |UNE  16,  1986 


Naisbitt 


High  Tech  meets 
High  Touch  in  a  perfectly 
reproduced  color  copy.  And 
that  is  the  beauty  of  Toshiba 
digital  technology. 

Digital  technology 
allows  the  microprocessor  in 
Toshiba's  full  color  copier  to 
continuously  monitor  the 
printed  image.  So  nothing  can 
be  lost  in  transmission.  Yet  the 
copier  controls  are  so  simple, 
you  get  top-quality  copies 
the  very  first  time  you  use  it. 

Digital  technology 
enhances  every  product  we 
create.  From  medical  equip- 
ment to  home  electronics, 
office  automation  to  heavy 
electric  equipment. 

Over  100  years  of 
technological  innovation  has 
made  Toshiba  the  ninth 
largest  electric  and 
electronics  manufacturer  in 
the  world.  Creating  products 
that  improve  the  quality  of 
our  lives. 

That  is  the  challenge  of 
tomorrow. 

A  Megatrend. 


In  Touch  with  Tomorrow 

TOSHIBA 


What  does  it  take  to 


st  in  business  finance? 


t  takes  an  $8  billion  group  able  to  supply  you  with  more  asset-based  financing 

alternatives  than  any  other  competitive  company  offers, 
t  takes  a  group  that's  located  where  you're  located,  knows  your  market  and 

responds  quickly  to  your  needs, 
t  takes  a  group  with  78  years  of  dedicated  experience,  providing 

middle-market  companies  with  financing  that  complements 

or  is  an  alternative  to  traditional  bank  lending, 
t  takes  a  group  that  can  give  you  the  added  resources  of 

Manufacturers  Hanover,  one  of  the  world's  leading 

financial  services  institutions, 
t  takes  The  CIT  Group. 

o  receive  more  information  on  The  CIT  Group  call: 

1-800-CIT-6500. 
?irst  in  business  finance. 


A  company  of 
Manufacturers  Hanover 


Science  &  Technology 


Edited  by  Gail  Bronson 


No  sonar  can  pass  through 
This  rule  of  the  sea: 
Pirates  pull  legs,  laddie, 
Except  you  and  me. 
(And  Vm  not  so  sure  about  you.) 

Play  LOOT  0! 


By  Richard  Behar 


Shipwrecks 


Few  forums 
would  seem 
more  appropri- 
ate to  the  launching  of  a  big-time  ad- 
venture than  the  oak-paneled  cham- 
bers of  New  York's  venerable  Explor- 
ers Club,  whose  luminaries  down  the 
decades  have  included  Admiral  Rich- 
ard Byrd  and  astronaut  Neil  Arm- 
strong. Thus  it  seemed  entirely  fitting 
when  a  robust  British  adventurer  and 
deep-sea  diver,  Keith  Jessop,  rose  to 
the  rostrum  of  the  club's  grand  salon 
one  day  last  month  and  unfurled  plans 
for  what  promised  to  be  a  spectacular 
treasure  hunt:  the  search  for  perhaps 
billions  of  dollars  in  sunken  loot  off 
the  Turks  and  Caicos  islands  of  the 
British  West  Indies. 

In  fact,  Jessop  was  simply  the  latest 
point  man  in  what  has  become  a  salty 
fringe  activity  for  investors:  the  fi- 
nancing of  treasure  hunts  beneath  the 
seas  of  the  world.  In  the  last  three 
years  more  than  600  expeditions  have 
set  sail,  some  to  enormous  press  cov- 
erage and  hoopla,  to  locate  sunken 
vessels  as  old  as  Christopher  Colum- 
bus' Pinta  and  as  new  as  the  Titanic 
Meanwhile,  governments  throughout 
presumably  treasure-rich  regions  like 
the  Caribbean  have  reaped  windfall 
fees  by  granting  exclusive  exploration 
rights  to  offshore  tracts  that  lie  within 
their  jurisdictions. 

Treasure  hunting  is  hot,  at  least  in 
part  because  of  technology.  The 
search  for  sunken  vessels  requires 
much  the  same  equipment  as  is  used 


in  offshore  oil  exploration.  High-defi- 
nition sidescan  sonar  devices  are  used 
by  oilmen  and  treasure  hunters  alike 
to  produce  detailed  charts  of  the  sea 
bottom.  Another  key  device  is  a  ma- 
rine magnetometer,  which  measures 
the  earth's  magnetic  field  and  reacts 
to  iron.  Depression  in  the  oil  services 
industry  now  means  such  devices  are 
readily  available  to  treasure  hunters, 
sometimes  at  resale  prices  of  less  than 
a  third  what  the  equipment  cost  when 
new  only  a  few  years  ago. 

The  very  magic  of  searching  for 
sunken  treasure  has  drawn  in  inves- 
tors by  the  boatload.  Regional  broker- 
age firms  like  Sperber  Adams  &  Co.  of 
Westport,  Conn,  now  offer  limited 
partnerships  to  well-heeled  individ- 
uals; others  use  ads  in  publications 
like  the  Weill  Street  Journal,  often  com- 
plete with  an  800  telephone  number 
to  call  for  more  information. 

Yet,  in  all  the  excitement,  one  ques- 
tion seems  to  have  gotten  overlooked: 
Is  anybody  actually  finding  anything 
out  there,  beyond  tax  writeoffs?  Put 
succinctly,  the  answer  is,  not  much. 
"I  can't  recall  any  investor  who  has 
ever  made  out,  even  to  the  point  of 
barely  getting  his  money  back,  in 
these  schemes,"  says  John  Fine,  a 
maritime  attorney.  "I  don't  even 
know  a  rich  salvage  operator."  Adds 
Warren  Stearns,  a  leading  venture 
capitalist  for  treasure  hunts,  who  has 
lately  turned  bearish  on  the  business, 
"For  every  50  deals  I  see,  maybe  one  is 
worth  further  investigation." 

On  rare  occasions  an  expedition 
does  strike  gold,  yet  value  estimates 


quickly  get  inflated  by  hype.  Take  tlfl  1 
case  of  Harvey  Harrington,  who  d 
covered  what  some  experts  believe 
be  the  British  warship  H.M.S. 
Brook  off  Delaware  in  1984.  Press 
counts  quickly  put  a  figure  of  $5 
million  on  the  treasure,  but  so  far  1 
than  $5  million  worth  has  been  reo 
ered.  Meanwhile,  the  venture  has 
come  swamped  in  lawsuits  from 
gry  backers  and  others  who  ass 
claims  on  the  vessel.  Says  Harringto 
who  has  sold  everything  he  owns,  i  iM 
eluding  his  wife's  pension,  "Peop 
should  be  awful  careful  who  they  g  z 
into  bed  with,  because  this  kind 
business  attracts  sharks." 

Or  consider  the  much-publicize 
find  of  Melvin  Fisher,  who  located  tl 
treasure  from  the  sunken  ship  Atoch 
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RULES: 

Play  LOOT-O!  A  game  for  anyo 
too  much  money.  You  can't  wii 
don't  play.  Even  if  you  do  play, 
can't  win,  but  so  what,  play  anyi 
with  $1,000  for  one  share  in  a  L 
limited  partnership.  Think  of  y 
a  Wall  Street  Jacques  Cousteau 
Caribbean  adventure.  Don't  rea 
spectus  carefully  before  you  inv 
Travel  and  lodging  not  includec 
not  guaranteed.  Accounts  not  ai 
Just  pay  your  money  and  roll  t  h 
That's  LOOT-O! 
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f  Key  West,  Fla.  last  summer.  Fisher 
mself  has  claimed  the  Atocha  con- 
ins  $400  million  in  loot.  But,  says 
iy  Feild,  the  firm's  electronics  engi- 
:er  and  a  major  stockholder,  "My 
dgment  is  more  like  $40  million, 
el  always  exaggerates  everything 
ivwhere  from  three  to  ten  times." 
No  sooner  did  Fisher  bring  up  the 
ioty  than  he  struck  a  deal  with  Am- 
ay  Corp.  to  market  $50  gold-covered 
llpoint  pens  promoted  by  Zsa  Zsa 
ibor,  and  he  arranged  for  a  Holly- 
Dod  studio  to  film  his  life  story — 
irring  Cliff  Robertson.  Such  gim- 
icks  are  nothing  new.  Six  years  ear- 
:r  a  partnership  called  Caribbean 
:ntures  discovered  a  wreck  south  of 
e  Bahamas,  proclaimed  it  Christo- 
ier  Columbus'  Pinta,  and  promptly 


set  up  a  business  to  market  Pinta  T 
shirts,  jewelry,  mugs  and  videogames. 
Clever?  Brazen  might  be  a  better 
word.  Says  George  Bass,  whose  Insti- 
tute of  Nautical  Research  at  Texas 
A&M  is  now  excavating  the  site: 
"There  is  no  shred  of  evidence  that 
this  is  the  Pinta. " 

Such  hype  simply  stirs  up  yet  more 
investors.  In  Michigan  earlier  this 
year,  a  Detroit  service  station  owner 
sold  his  business,  took  a  YMCA  div- 
ing course,  packed  his  wife  and  four 
children  into  a  camper  van  and 
showed  up  on  the  doorstep  of  a  Florida 
treasure  hunter  pleading  for  an  oppor- 
tunity to  become/ 
his  assistant. 


called  Galleon  Hunters  now  offers 
seven-week  Caribbean  treasure 
cruises  for  $5,000  per  person.  Com- 
plains Gary  Williams,  45,  of  Canoga 
Park,  Calif.,  "They  promised  we  were 
going  to  go  down  and  find  something. 
Our  chances  turned  out  to  be  as  real 
as  shoving  wet  noodles  in  a  wildcat's 
rear  end." 

Sometimes  the  treasure  hunters 
wind  up  fighting  so  ferociously 
among  themselves  that  searching  for 
the  actual  treasure  seems  a  side  ad- 
venture. Martin  Bayerle,  a  Brooklyn- 
bred  diver,  spent  a  decade  trying  to 
determine  the  whereabouts  and  cargo 
of  the  sunken  British  vessel  S.S. 

Republic.  No  sooner  did  he 
pinpoint  its  loca- 
tion 70  miles  off 


Raise  gold  and  silver  from  1708  wreck 
of  San  Jose.  Colombians  impound  ev- 
erything. Pay  bribe  to  move  on. 

Find  two  Spanish  galleons  believed 
loaded  with  gold,  silver  and  bananas. 
Bring  up  bananas.  Back  two  spaces. 

Find  boat.  Call  it  Christopher  Columbus' 
Pinta.  Quickly  go  into  business  selling 
Pinta  T  shirts,  mugs  and  video  games. 


M  Getpi 

ml  cials. 
u  jailed 


Get  permission  to  dive  from  local  offi- 
Revoked  after  chief  minister  is 
jailed  for  drug  smuggling.  Start  over. 

Find  1810  wreck  of  the  William  and 
Mary,  sunk  with  cargo  of  wine.  Yo  ho  ho! 
Lose  turn. 

Salvage  $5.5  million  from  1 656  wreck  of 
NuestraSenoradelasMaravillas.  Lose  it 
to  Bahamian  officials.  Tough  luck. 


i=t?  Find  1622  wreck  of  Atocha'.  Advance  1 
If  space.  Unfortunately,  your  limited  part- 
Li    nership  has  expired.  Start  again. 

8 Find  $20  million  in  gold  coins  from  1 740 
wreck  of  Spanish  ship  Invencible.  Cu- 
bans arrest  you  as  spy.  Lose  turn. 

SNo  luck  in  the  Caribbean?  Try  all  new 
versions  of  L00T-0!  off  New  England,  off 
the  Philippines,  in  the  Mediterranean! 
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Why  use  long  distance 
that  sounds  like  it? 


Outdated,  noisy  long  distance  can  make 
you  sound  as  bad  as  a  messy  old  suit  can  make 
you  look. 

Fortunately  there's  nothing  old  or  outdated 
about  Miner  Business  Long  Distance. 

Our  recent  merger  with  MAX  long  Distance 
makes  us  the  fourth  largest  in  the  country 

But  more  importantly  it  has  given  us  the 
resources  to  develop  a  modern,  reliable  network 
that  delivers  quiet,  clear  long  distance.  And  a 
customer  service  system  that  guarantees  continu- 
ous monitoring  whether  you  have  problems  or  not. 

Everything  youd  expect  from  AT&T  and 
more.  But  at  rates  youd  pay  MCI  or  Sprint. 

So  if  you're  tired  of  long  distance  that  sounds 
like  polyester  instead  of  100%  wool,  drop  it  like 
a  dirty  shirt.  Call  our  toll  free  number.  Or  mail  the 
coupon. 

Allnet  Business  Long  Distance.  Bargain 
rates.  Not  bargain  service. 


Call  1-800-982-8888  for  a  clear  connection. 


□  Tell  me  more  about  the  new  ALLNET  Business  Long  Distance. 

□  ALLNET  Travel  Access  Service.    □  ALLNET  WATS  Services. 

Mail  to-.  ALLNET  Business  Long  Distance,  HO.  Box  7217,  Chicago.  IL  60680- 7217. 


Name 


Address 


Phone  ( 


Position 


Zip 


FOR  6/16/86 


Business  Long  Distance 


 i 


An  ALC  Communications  Company. 


Keith  Jessop  at  the  Explorers  Club 
More  than  just  a  tax  writeoff? 

Cape  Cod  than  a  rival  band  of  hunters 
appeared  with  a  team  of  22  Manhat- 
tan lawyers  and  persuaded  a  Massa- 
chusetts judge  that  they  also  had  the 
right  to  look  for  the  loot.  Some  ex- 
perts think  the  whole  dispute  is  a 
waste  of  time  since  there  probably  is 
no  treasure  aboard  anyway. 

"People  believe  what  they  want  to 
believe,"  says  Robert  Marx,  a  promi- 
nent treasure  hunter  and  author  of  31 
books  on  maritime  history.  "It  has  to 
do  with  love  and  religion  and  fun  and 
movies  and  business.  That's  what 
treasure  hunting  lives  on."  But  even 
Marx  is  growing  bearish.  "I've  done 
this  full  time  all  my  life,  and  I'm  fed 
up.  The  fun's  out  of  the  business  now. 
The  phones  are  bugged,  people  follow 
you  around  and  break  into  your  house 
for  documents.  They  put  drugs  on  your 
boat  to  get  you  arrested,  they  sink  each 
other's  ships,  people  are  getting  shot  at 
and  everyone  sues  each  other.  It's  a 
very  sick  business  today.  The  days  of 
getting  drunk  together  are  over." 

LOOT-O!,  anyone? 


Psychology 


A  minute  on  the  lips . . . 

You're  on  a 
diet,  but  you're 
dying  for  a 
piece  of  devil's  food  cake.  Fighting  the 
urge  to  head  for  the  nearest  bakery, 
you  reach  for  an  atomizer  that  sprays 
the  flavor  and  aroma  of  chocolate  into 
your  mouth.  The  10-pound  question: 
Does  the  spray  satisfy  your  craving  or 
increase  it? 

Nutri/System,  Inc.,  a  chain  of  more 
than    700   owned   and  franchised 
weight-loss  centers,  plans  this  sum- 
mer to  test-market  a  line  of  flavor 
sprays  that  recreate  the  taste  and 
rnell  of  fattening  foods — all  utterly 
;ss.  The  project  is  the  brain- 
ild  of  psychologist  Susan  Schiff- 
l,  director  of  a  weight-loss  unit  at 


Duke  University  Medical  Center  in 
Durham,  N.C.  Schiffman  believes 
that  the  major  distinction  between  fat 
and  thin  folks  is  the  amount  of  flavor 
they  crave. 

"Overweight  people  want  more 
taste,  texture  and  smell  than  thinner 
people,"  she  says.  "So  I  have  pizza 
sprays  and  chocolate  sprays  and  bread 
sprays.  I  say,  'If  you're  on  your  way  to 
Pizza  Hut,  blast  yourself  with  this 
until  you've  O.D.'d.'  " 

Schiffman  has  concocted  40  taste 
sprays  and  experimented  with  them 
on  her  own  overweight  patients  since 
1979.  But  by  scientific  standards  she 
has  published  only  one  limited  study 
of  31  patients  on  diets  of  1,000  calo- 
ries a  day.  Fourteen  sprayed  their 
tongues  with  vanilla  and  chocolate 
before  meals  and  whenever  they 
craved  food;  the  other  17  went  "cold 
turkey."  After  two  weeks  the  taste 
sprayers  lost  an  average  of  4.34 
pounds,  while  the  control  group  shed 
3.47  pounds.  Although  hardly  over- 
whelming, Schiffman  insists  the  dif- 
ference is  statistically  significant. 

Other  experts  are  beginning  to  in- 
vestigate the  effectiveness  of  taste- 
based  diet  aids.  "The  idea  has  some 
merit.  We  had  thought  of  it,  too,"  says 
Dr.  Theodore  B.  Van  Itallie,  professor 
of  medicine  and  codirector  of  the 
Rockefeller  University-St.  Luke's- 
Roosevelt  Obesity  Research  Center. 
At  the  center,  hospital  subjects  are 
asked  to  eat  a  certain  flavored  food, 
such  as  a  low-calorie  chocolate  drink, 
to  see  if  it  will  reduce  their  craving 
later  for  high-calorie  food  with  the 
same  flavor,  such  as  a  piece  of  pure 
chocolate.  But  it's  early  to  sell  such 
notions,  cautions  Van  Ital- 
lie. Says  he:  "People 
tend  to  get  into  com- 


mercial enterprises  before  enough  1 
sic  research  has  been  done." 

Indeed,  some  studies  suggest  flay 
sprays  could  just  as  easily  make  di< 
ers  more — rather  than  less — hungj 
Monell  Chemical  Senses  Center 
nonprofit  research  group  in  Philad* 
phia,  conducted  a  study  of  rats  in  191 
and  has  concluded  that  nonnutriti 
solutions  can  stimulate  appetite. 

"The   basic   premise    that  ov« 
weight  people  respond  to  taste 
possible  but  unproven,"  says  Kel 
Brownell,  a  Philadelphia  psychiatn 
who  specializes  in  eating  disorde: 
"If  an  overweight  person  gets  up 
the  morning  and  eats  two  Dani 
pastries,  is  it  because  he  needs  t] 
calories?  Is  it  psychological?  Is 
that  he  needs  the  nutrients?  Or, 
nally,  is  it  the  taste?" 

Nutri/System  has  started  financi: 
Schiffman  at  Duke  this  year  to  test  S 
sprays  on  40  people  per  spray  who  a 
trying  to  lose  weight  on  their  own 
the  results  are  positive,  the  compai 
will  start  test  marketing  the  sprays 
its  Nutri/System  weight-loss  centei 
"All  they  have  to  do  is  give  you  t\ 
perception  they'll  stop  cravings,"  sal 
James  Meyer,  director  of  research 
Janney  Montgomery  Scott  Inc. 
Philadelphia,  implying  that  it  doesp 
matter  whether  the  thing  works 
long  as  people  think  that  it  may  worj 
Adds  Adam  Drewnowski,  nutritic 
professor  at  the  University  of  Mid 
gan  School  of  Public  Health:  "If  I  we 
obese,  I  would  consider  it.  If  I  we 
obese,  I  would  consider  most  an 
thing." — Karen  Freifeld 
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\Xe  designed  the 
9800  to  grow  the  way 
wur  business  grows. 

*^      Most  businesses  don't  grow  by  leaps  and  bounds.^""^ 

They  grow  gradually. 

But  if  you  need  to  add  to  your  mainframe  gradually,  to  keep  up  with  your 
business,  you're  in  trouble. 

You  may  have  to  spend  a  lot  more  money  than  you  want,  buying  a  lot 
more  computer  than  you  need. 

Well,  NCR  is  changing  that. 

If  you  have  an  NCR  9800,  you  can  expand  your  system  in  smaller  slices  than 
with  any  conventional  mainframe. 

And  you  can  custom-fit  the  9800  with  job-specific  modules. 

Which  means,  it  doesn't  matter  if  you  do  more  on-line  transaction  processing, 
or  more  batch  processing,  the  9800  does  both  of  them  more  efficiently  than  other 
computer  systems. 

And  that  can  save  huge  amounts  of  money. 

So,  if  you're  a  growing  company,  the  9800  can  help  keep  you  growing 

Why  are  we  telling  you  all  this? 

We  want  to  keep  growing,  too. 

For  more  information,  call  1-800-CALL-NCR 

NCR980QThe  evolution 
of  the  mainframe. 


!6  NCR  Corporation 


Personal  Affairs 


Edited  by  William  G.  Flanagan 

It's  never  too  late  for  aquaphobes  to  get 
into  the  swim  of  things.  Now  there  are  new 
ways  to  help  the  water-shy  overcome . . . 


Fear  of  floating 


By  Ellen  Paris 


Barbara  Price,  a  psychologist, 
had  never  ventured  past  the 
shallow  end  of  her  backyard 
swimming  pool.  Ellen  Kameya's  fear 
of  water  was  so  great  she  hadn't  put 
on  a  bathing  suit  in  25  years. 

I  was  no  better.  All  my  life  I  was 
afraid  of  getting  into  water  over  my 
head;  numerous  swimming  lessons 
over  the  years  hadn't  helped.  I  hardly 
ever  ventured  into  the  ocean  and,  at  a 
pool,  always  cowered  in  the  shallow 
end  or  sat  poolside. 

But  Barbara,  Ellen  and  nine  other 
hard-core  aquaphobes  like  me  decided 
to  give  swimming  without  fear  one 
last  try.  We  recently  attended  a  week- 
end workshop  on  how  to  overcome 
deep-water  anxiety.  What  the  heck, 
we  had  nothing  to  lose.  Paul  Lennon, 
who  has  been  conducting  aquatic  de- 
velopment clinics  for  over  a  decade 
and  claimed  success  with  over  2,000 
aquaphobes,  promised  to  teach  us  to 
swim  comfortably  and  confidently  in 
deep  water  in  two  days,  or  refund  the 
$550  fee. 

Lennon,  normally  based  in  Seattle, 
had  brought  his  workshop  to  the  City 
of  Commerce's  Aquatorium,  about  10 
miles  east  of  downtown  Los  Angeles. 
The  schedule  was  9  a.m.  to  8  p.m., 
both  Saturday  and  Sunday. 

There  were  12  of  us  in  all,  8  women 
and  4  men  ranging  in  age  from  around 
30  to  64,  huddled  nervously  by  the 
pool  swapping  horror  stories. 

Why  were  we  torturing  ourselves, 
and  at  such  great  expense?  After  all, 
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aquaphobia  doesn't  rank  high  on  the 
list  of  disabling  fears.  And  aquaphobia 
is  easy  to  avoid:  Don't  go  near  the 
water.  But  we  all  had  our  reasons. 

Cathy  Warren  of  Pacific  Palisades 
had  almost  drowned  the  previous 
summer  when  she  got  caught  in  a 
riptide  while  playing  with  one  of  her 
sons.  Says  Warren:  "I  had  to  do  it  for 
my  kids'  peace  of  mind." 

Sy  Stuart,  a  Beverly  Hills  real  estate 
developer,  said  that  after  years  of  be- 
ing afraid  of  water,  his  big  goal  was  to 
be  able  to  jump  off  a  diving  board. 
Barbara  Price  had  a  pool  at  home  and 
was  embarrassed  when  people  came 
over  to  use  a  pool  she  never  went  into. 
Kathie  Lichfield,  a  computer  software 
writer,  goes  to  the  Caribbean  every 
year  with  her  boyfriend.  He  would  pay 
for  the  workshop  if  she  could  learn 
enough  to  join  him  in  the  water.  Oth- 
ers of  us  were  just  sick  and  tired  of 
being  afraid  to  do  something  others 
take  for  granted. 

Saturday  morning  consisted  of  an 
orientation  session  conducted,  merci- 
fully, on  dry  land.  "Everything  that 
we  do  in  this  workshop  is  optional," 
said  Lennon.  That  reassured  us  all, 
particularly  Barbara  Price,  who  still 
shudders  when  she  recalls  a  former 
swim  teacher  who  pushed  her  fully 
clothed  into  a  swimming  pool. 

Some  of  the  tips  we  got  during  the 
orientation  were  surprising.  Lennon 
teaches  only  in  water  that  is  almost 
womb-warm,  usually  94  degrees.  "By 
keeping  the  water  at  skin  tempera- 
ture, a  person  is  made  much  more 
comfortable,"  he  explained. 


The  first  morning  we  spent  in  th 
shallow  end  of  the  pool,  learning  ti 
play  in  the  water,  something  we  hai 
all  missed  doing  as  children.  At  thl 
same  time  we  learned  some  simpl 
ways  to  cope  with  the  water  and  fl 
deal  with  that  familiar  panic.  Whei 
Lennon  told  us  that  by  4  p.m.  the  nex 
day  we  would  be  comfortably  splash 
ing  around  in  deep  water,  howevei 
nobody  believed  a  word  of  it. 

The  first  lesson  Saturday  afternoon 
still  in  water  no  more  than  4Vi  fee 
deep,  was  floating,  both  front  ant 
back.  We  wore  goggles  and  noseclip 
to  help  us  overcome  the  fears  of  stick 
ing  our  faces  in  the  water  and  of  get 
ting  water  up  our  noses.  Lennoi 
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womb-warm  water,  aquaphobes  don  goggles  and  noseclips  before  floating  for  the  first  time 
'elong  water  fears  conquered  or  your  money  back. 


Photos  bv  David  Sirick/Sipa  Special  Features 


ked  a  lot  about  the  physics  of 
imming.  He  showed  us  that  if  you 
ep  your  lungs  filled  with  air,  it's 
possible  to  sink.  He  also  proved  to 
by  making  us  get  rid  of  all  our  air, 
w  difficult  it  really  is  to  sink, 
owning  is  not  as  simple  as  aqua- 
obes  think. 

We  spent  all  Saturday  learning  dif- 
ent  skills,  one  at  a  time,  until  all  of 
could  handle  them.  For  example, 
er  we  all  had  mastered  how  to 
im  a  simple  survival  stroke  on  our 
>machs,  we  learned  how  to  go  into  a 
:k  float.  Everything  was  in  very 
iw  motion.  By  Saturday  evening  I 
is  actually  having  fun. 
Back  at  the  pool  Sunday  morning, 
sryone  was  very  tired,  which  Len- 
n  said  was  a  good  sign.  It  meant  we 
mid  be  more  relaxed.  For  most  of 
;  day  we  kept  practicing  what  we 
d  learned  on  Saturday,  plus  a  few 
w  skills,  like  vertical  floating  and 
ading  water.  To  get  ready  for  deep 
iter  we  simulated  deep  water  in  the 
allow  pool — doing  routines  for  15 
nutes  without  touching  the  pool's 
ttom  or  sides.  As  long  as  I  relaxed, 


everything  worked  nicely. 

Then  came  the  moment  of  truth — 
deep  water.  Our  first  "confidence 
builder"  was  to  shinny  down  an  alu- 
minum pole  to  the  bottom  of  the  12- 
foot  pool  and  then  back  up  again.  At 
first  I  was  scared,  but  once  I  did  it,  I 
was  ready  to  do  it  again.  Other  chal- 
lenges included  swimming  in  the 
deep  end  with  all  our  clothes  on,  so 
we  would  know  how  it  felt  if  we  ever 
fell  in. 

We  all  jumped  off  the  side  into  12 
feet  of  water  and  swam  back  to  the 
side.  That  was  quite  an  incredible 
event,  considering  none  of  us  had  ever 
in  his  life  jumped  into  a  pool  before. 
We  were  euphoric.  A  few  in  the  group 
even  went  further  and  jumped  off  the 
3-meter  diving  board.  "It  was  such  a 
safe,  controlled  environment,  I  was 
willing  to  take  chances  that  I  never 
would  have,"  says  Cathy  Warren,  38, 
who  went  off  the  diving  board  three 
times.  "I  knew  I  wasn't  going  to 
drown,"  echoes  Sy  Stuart,  who  did 
what  he  came  to  do— jump  off  a  div- 
ing board. 

When  we  left  Sunday  night,  no  one 


asked  for  his  or  her  money  back.  Mind 
you,  I  will  never  jump  off  a  3-meter 
board  unless  someone  holds  a  gun  to 
my  head.  But  I  feel  comfortable 
enough  in  a  swimming  pool  to  wish 
there  was  one  in  my  apartment  build- 
ing. For  me,  for  all  of  us,  that's  one 
great  accomplishment. 

If  you  have  never  learned  how  to 
swim,  one  place  to  learn  is  your  local 
YMCA.  Beginning  adult  swim  classes 
are  available  at  many  across  the  coun- 
try. The  Y  uses  traditional  swimming 
instruction — 30-minute  lessons  twice 
a  week,  with  the  series  running  four 
to  six  weeks.  Local  Red  Cross  chap- 
ters also  offer  beginner  swim  classes, 
although  they  do  not  offer  separate 
adult  classes. 

For  aquaphobes,  sometime  over  the 
next  four  months  Lennon  plans  to 
conduct  the  weekend  workshops  in 
San  Francisco  and  New  York,  and  is 
considering  Chicago,  Miami,  Dallas, 
Boston  and  Washington.  A  videotape 
and  waterproof  swimming  manual  are 
planned.  For  information,  call  or  206- 
be-a-fish. 
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egood  news  is  better  airport  security.  The  bad  news  is 
we  time  on  the  ground  and  closer  scrutiny  of  all 
ur  baggage,  particularly  if  you're  headed  overseas. 


While  you  wait 


By  Mary  Kuntz 


xpect  more  of  a  hassle  and  more 
of  a  wait  at  airports  in  the  months 
ad — especially  on  overseas  flights, 
reason,  of  course,  is  tighter  secu- 
i  much  of  it  being  implemented  by 
carriers  themselves,  with  much  of 
additional  expense  being  footed 
rou,  the  passenger. 

1  the  last  two  months  several  air- 
s — including  Pan  Am,  TWA  and 
erican — have  applied  for  and  re- 
ed Department  of  Transportation 
■oval  to  add  a  $5  security  sur- 
'ge  to  the  cost  of  an  overseas 
icket. 

Nt  applaud  all  efforts  to  in- 
se  security,"  says  Daniel 
th,  head  of  consumer  affairs 
tie  International  Airline  Pas- 
;ers  Association.  "But  by  giv- 
the  airline  that  extra  $5,  you 
Id  expect  to  get  something  in 
m." 

^cording  to  the  airlines,  that 
a  five  bucks  buys  a  battery  of 
irity  precautions  like  hand 
ches  of  carry-on  luggage,  X 
of  checked  baggage  and  extra 
irity  guards.  Naturally,  no 
ier  wants  to  disclose  exactly 
t  the  procedures  will  include, 
some  will  be  obvious.  Ameri- 
is  going  to  ask  questions  about 
:  passport  when  you  make  a  reser- 
an  and  require  travelers  to  fill  out 
nsive  questionnaires  on  their 
:ked  baggage — asking  things  like 
packed  the  bag,  if  it  has  been  out 
our  sight  and  if  you  are  carrying 
or  packages  from  a  third  party. 
«VA  also  plans  to  hand  search  all 
f-on  luggage.  Pan  Am  says  it  will 
up  its  security  staff.  And  accord- 
to  Wade  Nichols  of  Woodside 
iagement  Systems,  a  network  of 
ravel  agencies  that  specialize  in 
ness  travel,  in  the  future  that  in- 
ious  soul  sitting  next  to  you  may 
an  armed   undercover  security 

d.  "There  have  always  been  un- 
over  people  on  some  flights  in  the 
,"  says  Nichols.  "Now  there'll  be 

e.  " 

ifortunately,  travelers  are  going 
ly  for  the  added  precautions  with 

2  than  money:  It's  likely  to  mean 
i  waiting  time  at  the  airports,  be- 


cause of  departure  delays  and  earlier 
check-in  times.  Pan  Am  now  asks 
passengers  on  its  transatlantic  flights 
to  check  in  a  full  two  hours  before 
departure.  If  you're  the  kind  of  travel- 
er who  breezes  in  minutes  before 
takeoff,  you  may  not  be  allowed  to 
board  at  all. 

"I  carry  everything  with  me  and 
head  straight  for  the  Clipper  Club," 
says  William  Douglas,  vice  president 
of  marketing  at  International  Na- 
bisco, who  jets  back  and  forth  to 
Europe  every  few  weeks.  Pan  Am's 
Clipper  Club,  like  American's  Ad- 


miral's Club,  TWA's  Ambassador 
Club  and  Eastern's  Ionosphere  Club, 
is  a  private  airport  club  where  mem- 
bers can  relax  in  easy  chairs  in  front 
of  the  television  set,  use  the  tele- 
phones or  work  spaces,  or  even,  in 
some  locations,  hire  the  club's  staff 
to  take  dictation. 

If  work  isn't  what  you  had  in  mind, 
there's  a  bar  and  complimentary  soft 
drinks  and  hors  d'oeuvres.  You'll  find 
at  least  some  of  the  clubs  at  most 
major  hub  airports  in  the  U.S.  and  in  a 
few  overseas  airports.  Fees  for  a  single 
membership  run  from  about  $100  to 
$150  per  year. 

New  York  Air's  Apple  Clubs  in  Bos- 
ton's Logan  airport  and  Washington 
Dulles  airport  are  situated  in  the  gate 
area  and  are  open  to  all  passengers. 
They  include  work  areas  with  pay 
phones  and  credit  card  phones. 

John  Eger,  a  senior  vice  president  at 
CBS  Worldwide  Enterprises,  belongs 
to  two  airline  clubs.  "I  carry  an  extra- 


large  carry-on  briefcase  and  load  it  up 
with  everything  I've  been  wanting  to 
read  but  just  didn't  have  a  chance  to, 
like  those  30-page  memos.  Spending 
time  at  airports,  that's  one  of  the 
things  you  can  do." 

If  you're  going  to  be  repeatedly 
stuck  with  long  waits  at  the  same 
terminals,  check  out  what  business 
services  are  available.  Eastern  Air 
Lines,  for  example,  has  a  conference 
center  in  the  Eastern  Shuttle  building 
at  New  York's  La  Guardia  Airport. 
The  complex  of  five  conference  rooms 
opened  at  the  end  of  last  year.  The 
rooms  rent  for  $200  per  day  or  $100 
per  half  day.  Word  processing  and  ca- 
tered meals  cost  extra. 

Private  companies  are  getting  into 
the  act,  too.  Tele-Trip,  the  Mutual  of 
Omaha  subsidiary  that  sells  travel  in- 
surance at  airport  counters  and  vend- 
ing machines,  opened  its  first  Busi- 
ness Service  Center  in  the  Greater 
Pittsburgh  Airport  three  years  ago. 
Now  it  has  1 1  other  centers 
across  the  country  and  plans  to 
open  3  more  this  year.  You  can 
hire  a  secretary  for  $15  an  hour  or 
$3  a  page  for  typing.  A  computer 
rental  runs  $10  an  hour,  and  a 
conference  room  costs  $25  for  the 
first  hour,  $7.50  per  hour  after 
that.  Other  services  include  pho- 
tocopying, telex,  Western  Union, 
check  cashing,  a  notary  public, 
private  telephone  rooms,  over- 
night mail  dropoff  and  baggage 
storage.  Business  Services  Net- 
work operates  similar  centers  in 
Memphis  and  Tulsa  airports  and 
is  negotiating  in  a  half-dozen  oth- 
er locations. 
If  there's  a  hotel  in  the  airport 
complex,  check  there  for  secretarial 
and  business  services  while  waiting 
for  your  flight. 

Of  course,  not  everyone  looks  at  a 
wait  in  the  airport  as  a  chance  to  get 
more  work  done.  If  you're  stuck  in 
Los  Angeles,  you  can  rent  a  mini  hotel 
room  by  the  hour  (only  by  yourself, 
though)  from  Skytel.  For  $7.50  you  get 
one  half-hour,  just  enough  time  to  use 
the  room's  shower  and  get  cleaned  up. 
After  that,  prices  range  from  $15  for 
one  hour  to  $45  for  eight  hours. 

At  Dallas/Fort  Worth  Airport,  you 
can  use  Air  Vita  Corp.'s  health  club 
facilities  to  work  out  between  flights 
on  Nautilus  and  Universal  equip- 
ment. Or  you  can  stop  by  for  a  mani- 
cure, sauna  or  massage.  The  club  is 
housed  in  the  Amfac  Hotel,  at  the 
center  of  the  airport.  A  second  Air 
Vita  club  is  scheduled  to  open  this 
summer  at  Sky  Harbor  Airport  in 
Phoenix. 
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Careers 


Big  company,  small  company?  Which  is  the 
better  place  to  work?  Depends  on  who  you 
are  and  what  you  are. 


Can  you 
handle  chaos? 


By  Richard  Greene 


On  the  nights  when  Walter 
Weller  made  it  back  for  dinner 
in  his  comfortable  West  Or- 
ange, N.J.  home,  his  son  Walter  Jr. 
would  be  treated  to  tales  of  life  in  big 
business. 

Over  23  years  with  Hoffmann-La 
Roche,  the  giant  pharmaceutical  firm, 
Walter  Sr.  had  worked  his  way  all  the 
way  up  from  assistant  to  the  treasurer 
to  the  firm's  American  administrative 
vice  president.  And  he  had  lots  of 
stories  to  tell.  Unfortunately,  as 
Walter  Jr.  remembers,  most  of 
them  were  unpleasant.  His  father 
took  early  retirement  at  the  age  of 
57  rather  than  continue  to  face 
the  frustrations. 

Son  Walter  went  into  business 
anyhow,  but  not  in  his  dad's  foot- 
steps. Today,  Walter  Jr.,  34,  is  the 
number  two  man  in  Crest  Prod- 
ucts, Inc.,  a  company  that  sells 
about  $10  million  a  year  worth  of 
tiny  metal  washers  for  industrial 
use. 

A  boring  business?  Not  for 
Weller.  In  the  last  few  years  Wel- 
ler has  restructured  the  firm's 
debt  package  (he  learned  how  to 
do  it  on  the  job),  become  involved 
in  engineering,  worked  on  the 
firm's  expansion  to  a  new  Lexing- 
ton, Ky.  plant — in  short,  done  ev- 
erything but  clean  the  latrines. 
"Activity  and  challenge — that's 
what  charges  my  batteries,"  says 
Weller. 

Weller's  experience  is  familiar 
in  the  universe  of  small  business, 
where  a  top  executive  has  to  turn 
his  hand  to  all  kinds  of  things. 


These  are  mostly  privately  held  com- 
panies that  range  in  size  from  a  few 
million  in  sales  to  as  much  as  $100 
million.  They  may  have  10  employees 
or  500.  But  what  generally  typifies 
these  firms  is  that  they  are  run  by  the 
people  who  are  the  majority  owners. 

You  may  not  hear  much  about 
these  companies.  But  like  the  tiny 
over-the-counter  stock  that  the  Wall 
Street  analysts  don't  follow,  there  are 
some  real  opportunities  available 
here.  According  to  the  Small  Business 


Crest's  Walter  Weller  Jr.  and  his  metal  washers 
Everything  but  clean  the  latrines. 


Administration,  independent  sml 
businesses  employ  about  one-half  t 
nation's  private-sector  labor  force, 
the  period  between  1979  and  19 
most  of  the  new  jobs  created  in  tj 
economy  were  in  small  business. 

Growing  awareness  of  small  bu 
ness'  expanding  role  in  the  econoi 
has  led  to  major  changes  in  the  \*i 
the  world  looks  at  these  businessi 
Once  thought  of  as  grubby,  they  i 
now  often  seen  as  glamorous,  the  e 
trepreneur  as  folk  hero. 

At  the  same  time,  big  business  h 
lost  one  of  its  major  attractions 
employees:  job  security.  Over  the  li 
year  Exxon,  Du  Pont,  Black  &  Deck; 
Chevron  and  AT&T  have  joined  t 
ranks  of  other  huge  corporations  tri 
have  laid  off  or  squeezed  out  hundre 
of  thousands  of  employees,  many 
middle  management. 

Of  course,  it's  true  that  a  tiny  coi 
pany  is  far  more  likely  to  go  out 
business  altogether  than  a  big  fin 
But  since  there  are  no  shareholders i 
quibble  over  a  drop  in  quarterly  eat 
ings,  a  small  firm  is  less  likely 
make  layoffs  just  to  keep  earnings 
track.  What's  more,  most  small  firr 
operate  fairly  lean.  There's  little  fat 
trim  in  the  first  place. 

But  few  employees  join  a  smi 
company  for  job  security.  The  p 
isn't  a  lure  for  most  people,  eith< 
Senior  executives  in  small  business 
often  outearn  their  counterparts 
Forbes  500s  companies,  but  beginnii 
salaries  are  generally  lov/i 
There  are  no  stock-tied  benefi- 
either.  When  there's  no  stoo 
things  like  ESOPs  and  optioi 
aren't  possible. 

So  why  does  working  for 
smallish  company  turn  peop 
like  Walter  Weller  on?  Because 
things  that  working  for  a  big  con 
pany  can  rarely  offer:  the  proxii 
ity  and  guidance  of  an  owne 
founder,  the  potential  for  fa 
movement  if  the  firm  groM 
quickly,  opportunities  for  a  su| 
stantial  equity  interest  som 
where  down  the  line,  and  tl 
ability  to  get  involved  in  ever 
thing  the  company  does. 

All  this  opportunity  and  r 
sponsibility  can  overwhelm  son 
young  people.  James  Bodman,  4 
co-owner  of  the  Vienna  Sausaj 
Co.  in  Chicago,  recalls  a  sail 
manager  who  "was  technical 
great.  But  he  wanted  approvals  c 
everything.  And  in  our  busines 
if  you  say  something  has  to  moi 
through  channels,  and  you  don 
give  a  customer  a  decision  rigl 
away,  you  lose  the  customer.  Fi 
was  a  terribly  nice  guy,  and  ever 
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The  secret  of  Partagas 
brings  back  memories  of  Havana. 


A  generation 
ago,  Havana  was 
the  citadel  of 
cigars. 

But  once  the 
Castro  regime 
confiscated  their  cigar  companies, 
the  great  Cuban  cigar-makers 
disappeared  like  a  vanished 
breed . 

One  of  those  men,  Ramon 
Cifuentes,  was  determined  to 
pursue  his  craft  only  if  he  could 
create  the  environment  in  which  he 
and  his  father  had  made  Partagas 
Cigars  in  Havana. 


He  did  not  have  to  travel  far,  for 
it  is  in  the  Dominican  tobacco 
center  of  Santiago  that  Ramon 
Cifuentes  and  his  artisans  have 
continued  the  uncompromising 
Partagas  tradition. 

Their  secret  is  in  the  leaves  and 
in  the  time  it  takes  to  cure,  age, 
blend,  bunch,  mold,  roll  and  wrap 
each  cigar  by  hand.  And  almost 
three  years  after  the  leaves  are 
harvested,  each  finished  cigar  is 
still  not  a  Partagas  until,  like  a 
fine  wine  aging  in  a  cask  of  oak, 
it  is  fully  aged  in  a  room  of 
Spanish  cedar. 

PARTAGAS 


To  fully  appreciate  this  painstaking 
art,  simply  reward  your  senses  with 
a  Partagas.  To  touch  its  silken 
wrapper,  to  taste  its  subtle  flavor  and 
to  savor  its  distinctive  aroma  is  a 
pleasure  beyond  words. 

This  Father's  Day,  ask  your  favorite 
smoke  shop  for  Partagas  Premium 
Cigars  in  the  length  and  ring  gauge 
made  for  you.  Whether  you  purchase 
these  legendary  cigars  singly,  in 
paquets  of  10  or  in  hand-made  cedar 
boxes,  you  can  be  certain  that  they  are 
made  as  they  are  smoked — one  by  one. 

Ramon  Cifuentes  will  have  it  no 
other  way. 


©  Cifuentes  Y  Cia  1986 


Fringes  on  the  fringe 


It's  a  myth  that  small,  privately  held  companies  don't 
have  fringe  benefits  comparable  to  big,  publicly  held 
ones,"  says  Milton  H.  Stern,  an  attorney  with  Hannoch 
Weisman  who  has  30  years'  experience  in  helping  small 
companies  set  up  employee  benefit  programs.  "In  a  big 
company,  if  they  do  something  for  one  guy,  they  have  to 
do  it  for  dozens  or  hundreds  of  people  on  the  same  level. 
In  a  small  firm,  they  just  don't  have  that  multiplication 
problem." 

Take  the  small  eastern  printing  company  that  is 
fearful  of  losing  its  sales  manager.  The  solution:  Give 
the  valued  employee  a  "phantom"  10%  interest  in  the 
company.  After  the  owners  take  out  a  15%  return  on 
capital,  the  sales  chief  gets  10%  of  all  profits.  In  the  last 
few  years  that  has  amounted  to  over  $200,000. 

Or  take  the  chief  operating  officer  of  a  New  Jersey 
metal  fabricating  firm  who  was  given  the  opportunity 
to  buy  into  new  deals  the  owning  family  found.  He's  a 
millionaire  today  in  his  own  right. 


"The  big  company  has  the  advantage  of  public! 
traded  stock  as  an  employee  incentive.  But  the  sma 
firm  can  do  just  as  much  or  more  for  employees — it  ju 
requires  more  imagination,"  says  Stern. 

Steve  Miller,  co-owner  of  Selective  Personnel, 
small,  New  Jersey-based  employment  agency,  has  sue 
imagination.  He's  been  known  to  take  his  top  fe 
officers  on  spur-of-the-moment  trips  to  Puerto  Rico  f 
a  few  days  during  a  slow  week.  Or  to  take  all  7 
employees  on  a  "mystery  night"  trip  to  Boston  f 
dinner  and  dancing,  complete  with  chartered  plan 
limos  and  lots  of  champagne. 

But  perhaps  the  biggest  fringe  benefit  can  come  whe 
there's  no  family  member  ready  to  take  over  the  bus 
ness.  When  the  two  partners  in  the  Vienna  Sausage  C 
died  within  a  few  months  of  each  other,  the  best  way  f 
their  widows  to  cash  in  was  to  arrange  a  leverage 
buyout  with  James  Bodman,  who  was  then  sales  m 
ager  in  the  firm. — R.G. 


body  here  liked  him.  But  we  had  to 
fire  him." 

Typical  of  the  kind  of  person  who 
works  well  in  a  small  business  is  John 
Hammerschlag,  a  38-year-old  M.B.A. 
from  the  University  of  Chicago.  He's 
chief  operating  officer  of  General 
Parking  Corp.,  a  chain  of  parking  ga- 
rages in  Chicago.  After  earning  his 
M.B.A.,  Hammerschlag  worked  for 
three  years  for  Citibank  in  New  York. 
An  M.B.A. 's  dream,  you  say?  Not 
Hammerschlag's.  "I  always  wanted  to 
run  my  own  business,"  he  says, 
"and  I  never  would  have  had  that 
opportunity  at  Citibank." 

Or  take  Daniel  Kruppa,  a  Tex- 
an who  started  with  Arthur 
Young  but  left  for  a  succession  of 
small  firms,  finally  reaching  the 
position  of  vice  president  of  fi- 
nance at  States  Petroleum,  a 
small  independent  oil  and  gas 
producer.  Not  bad  for  35. 

Terry  Manning,  an  accountant 
with  Seidman  &.  Seidman  whose 
clients  are  mostly  small  busi- 
nesses, sums  it  up  well:  "I  call  it 
the  impact  factor,"  he  says. 
"These  are  people  who  have  to 
have  the  feeling  that  their  work 
counts  and  that  the  company  is 
going  to  do  better  with  them  than 
without  them." 

Drawbacks?  There  are  plenty. 
If  it  is  a  family  business  with 
heirs  apparent,  the  outsider  is  un- 
likely to  get  the  top  job.  Consider 
Dorothy  (not  her  real  name),  who 
worked  day  and  night  for  20  years 
as  the  owner's  right-hand  person 
in  a  New  England  institutional- 
supply  company.  Although  there 
were  conflicts  between  her  and 


the  owner's  children,  she  was  reas- 
sured that  "whatever  happens,  you'll 
be  taken  care  of."  When  the  owner 
died  suddenly,  his  widow  took  over, 
and  within  three  months  Dorothy 
was  looking  for  a  job. 

Even  when  there  is  no  family  to 
consider,  the  boss  can  be  a  nuisance  as 
well  as  an  inspiration.  Small  busi- 
nessmen are  a  tough,  self-assertive 
breed  and  are  frequently  impatient  of 
inexperience  and  mistakes.  They  can 
also  be  unreasonably  possessive  of  the 


James  Bodman,  co-owner  of  Vienna  Sausage 
The  heirs  made  him  a  godfather  offer. 


business.  "Often  the  chief  execu 
can  start  to  feel  threatened  by 
M.B.A.  he's  hired,"  says  Peter  Da 
director  of  the  Wharton  School's  f 
ily  business  program.  "Then  yo 
got  a  problem.  The  M.B.A.  co 
across  as  too  much  of  a  hotshot,  a 
there's  a  threat  in  that  to  the  owne 
It's  probably  not  a  good  idea  to 
straight  from  the  campus  to  a  sm 
company.  According  to  Leon  Dan 
president  of  the  Center  for  Fa: 
Business  in  Cleveland,  most  s 
businesses  can't  provide  the 
of  training  a  newly  minted  gra 
ate  needs.  An  advantage  in  stai 
ing  out  with  a  larger  compar 
says  Danco,  is  that  it  gives  t: 
applicant  a  chance  to  search  t 
opportunities  in  small  busine; 
Small  businessmen  don't  go 
career  days,  nor  do  they  run  mai 
classified  ads.  They  tend  to  fii 
their  talent  through  suppliei 
distributors  and  other  busine 
contacts. 

The  truth  is  that  small  buj 
ness  is  not  the  place  for  someoi 
who  likes  everything  nice  ai 
neat.  There  is  no  efficient  syste 
for  finding  the  job,  and,  on> 
found,  there's  rarely  a  clear-c 
track  that  leads  from  training 
steady  promotions  to  retiremec 
But  it  is  just  that  uncertain! 
many  people  find  attractive.  "Aj 
other  idea  I  learned  from  my  di 
is  risk  and  reward,"  says  Walt: 
Weller.  "I  had  confidence  that 
could  develop  the  skills  in  a  sma 
company  that  could  make 
work  for  me.  The  faster  track  ar 
faster  growth  is  here — if  you': 
willing  to  take  the  risks."  ■ 
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aches  far  nicer  than  Nice.  Bouillabaisse 
ey  envy  in  Marseilles.  Art  they  marvel  at  in 
>me.  Ski  resorts  that  rival  St.  Moritz. 
shions  they  love  in  Milan.  Shops  as 
elusive  as  Paris  Theatre  on  a  par  with 
>ndon.  Opera  like  La  Scala.  Gold  and  silver 
the  pound.  Emeralds  by  the  bushel.  Cities 
ancient  as  Athens.  Jungles  that  are  wild, 
ghtlife  that  makes  them  seem  tame.The 
ythm  of  theTangaThe  beat  of  the  drum, 
le  roar  of  the  city  Orchids  by  the  acre. 

stern's  alternative  to  Europe: 
tin  America. 


nstead  of  flying  to  the  Old  World 
idx,  discover  the  amazing  wonders  of 
iw  World. 

Ve  can  carry  you  to  more  exciting 
n  Latin  America  from  more  cities  in 
America  than  any  other  airline. 
:njoy  our  surprisingly  affordable 
md  vacation  packages  that  come 
d  with  other  surprises,  from  cosmo- 
n  cities  to  beautiful  colonial  villages, 
or  more  information  and 
ations,  call  your  Travel  Agent,  or 
n  Airlines  at  1-800-E-A-S-T-E-R-N. 
md  see  whats  waiting  for  vou  in 
America  this  year.  We  promise  you, 
hole  new  world. 


Vvfe  Earn  Our  Wings  Every  t>ay* 


Faces 

Behind  the  Figures 


Edited  by  Harold  Seneker 


That  great  opportunity — U.S.  manufacturing 


On  a  Roll 

It  seems  nearly  everyone  want 
be  a  media  mogul  these  days.  1 
Arthur  Levitt  Jr.,  chairman  of 
American  Stock  Exchange,  who 
joined  unsuccessful  consortiums, 
buy  the  New  York  Daily  News  and 
Cincinnati  Enquirer,  and  tried  on 
own  for  New  York  City's  Village  V\ 
and  magazines  owned  by  Whit: 
Communications. 

At  last  he  has  succeeded.  In  A 
Levitt,  55,  became  the  proud  owne 
Roll  Call  for  a  rumored  $500,000.  ( 
vitt  won't  comment.) 

Privately  owned  Roll  Call  is  the 
year-old  house  organ  for  the  U.S.  Cj 
gress  and  its  staff  and  lobbyists,  p| 
lished  weekly  when  Congress  is) 
session.  It  boasts  7,000  readers,  hal 
whom  even  pay.  It  has  been  fetch 
25  cents  a  copy,  or  $15  for  a  yeg 
subscription.  (Levitt  will  soon  rs 
the  subscription  price  to  $50  a  ye}i 
Levitt  has  gotten  Roll  Call  new  offio 
is  beefing  up  the  editorial  staff  an« 
adding  an  advertising  sales  force. 

A  tabloid  with  the  earnest-amat 
look  of  a  high  school  newspaper  ( 
vitt  was  editor-in-chief  of  the  Polyi 
at  Brooklyn,  N.Y.'s  Polytechnic  B 
paratory  School),  it  runs  features  II 
an  obituary  of  the  congressional  r. 
ralist,  local  restaurant  reviews,  wt 
ding  pictures  and  congressional  bin 
days.  Levitt  doesn't  want  to  chai 
the  folksy  feel,  but  he  plans  to  mak 
more  "compelling  rather  than 


Wickes  Cos. '  Sanford  Sigoloff 
Match  'em  cost  for  cost,  then  beat  'em  on  delivery. 


Since  retailer  Wickes  Cos.  came 
out  of  bankruptcy  18  months  ago, 
its  "miracle-working"  (as  described 
by  the  presiding  judge)  Chief  Execu- 
tive Sanford  Sigoloff  has  been  looking 
around  for  acquisitions,  frequently  in 
an  unlikely  field — manufacturing. 

"I'm  an  opportunist,  and  the  oppor- 
tunities are  there,"  explains  Sigoloff, 
55,  who  is  backed  by  a  bullish  stock 
market  reception  for  Wickes  paper 
and  $500  million  in  tax-loss  carryfor- 
wards. Sigoloff  himself  is  a  man  of 
several  parts — first  trained  as  a  physi- 
cist, he  has  now  turned  around  two 
failing  retail  chains — so  maybe  he 
looks  at  problems  differently. 

Manufacturing  is  supposedly  the 
U.S.  economy's  problem  child,  but  Si- 
goloff thinks  automation  can  exploit 
a  weak  point  of  overseas  suppliers: 
making  timely,  low-cost  deliveries 
and  fast  production  turnarounds. 
That's  a  weakness  particularly  appar- 
ent to  a  retailer,  who  often  has  prod- 


uct fads  and  quick-shifting  fashion 
trends  to  worry  about.  A  U.S. -based 
entrepreneur,  he  thinks,  could  have 
an  edge. 

Hence  Sigoloff's  purchase  of  such 
businesses  as  No  Nonsense  panty 
hose  from  G&W.  "We're  automating 
our  hosiery  operations  to  the  point 
where  we  put  in  material  at  one  end 
and  get  prepackaged  panty  hose  out 
the  other  end." 

Sigoloff  figures  that  he  can  succeed, 
first,  by  becoming  "a  just-in-time 
manufacturer  and  moving  away  from 
commodity-based  markets  dominat- 
ed by  the  low-labor- rate  countries." 
And  then  "we  can  add  computers,  so 
the  relationship  between  merchant 
and  manufacturer  speeds  up  and  in- 
ventory management  is  much  easier." 
That  way,  Sigoloff  can  match  foreign 
production  costs — and  beat  overseas 
producers  on  delivery  and  inventory 
servicing. — Rita  Koselka 


Amex'  Arthur  Levitt  Jr. 

Today  Capitol  Hill.  Tomorrow. 
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AT  performance  at  an  XT  price. 
Introducing  theleleCAT-286. 
$2995.  Complete. 


With  TeleVideo, 
>u  always  settle  for  more. 

For  some  time,  you've  known 
ctly  what  kind  of  PC  you  could 
with  a  mid-range  budget. 

But  now,  you  can  settle  for 
bole  lot  more.  With  the  new 
iCAT-286,™  from  TeleVideo. 

It  starts  you  off  with  every- 
ig  you  need.  Including  IBM  AT 
lpatibility.  A  20MB  hard  disk. 
2MB  floppy.  An  Intel  80286 
J  that  runs  at  either  6  or  8 
z.  Even  a  high-resolution 
)x400  pixel  monitor  for  text 
1  graphics.  Standard. 


To  make  even  better  use  of 
internal  space,  we  socketed  the 
TeleCAT-286  for  one  MB  of  RAM, 
and  also  included  serial  and 
parallel  ports  on  the  motherboard. 
As  a  result,  we  can  still  give  you 
three  extra  expansion  slots. 

And  we  didn't  stop  there. 
We've  also  designed  more  ergo- 
nomic  features  into  the  TeleCAT- 
286.  Including  sculptured  key- 
caps on  a  high-quality  keyboard. 
LEDs  right  on  top  of  the  three 
critical  locking  keys,  so  they  won't 
get  covered  up  by  overlays.  And 
a  footprint  that's  28%  smaller 


than  the  IBM  AT's.  So  you  get 
more  of  your  desk  back,  too. 

There's  a  lot  more  we  could 
say  about  the  TeleCAT-286.  But 
it's  an  even  better  idea  to  get 
your  hands  on  it.  So  call  1  (800) 
TELECAT,  Dept.  167 ,  and  well 
tell  you  where  you  can  try  one. 

The  TeleCAT-286.  Our  20MB 
version  is  $2995;  30MB,  $3495. 
For  high  performance  at  a  low 
price,  don't  settle  for  less. 

&  TeleVideo* 

Settle  for  more. 


TeleVideo  Systems,  Inc.,  1 170  Morse  Avenue,  Sunnyvale,  CA  94088-3568  •  (408)  745-7760 

01 986  TeleVideo  Systems,  Inc      IBM  is  a  registered  trademark  of  International  Business  Machines,  Inc.     Screen  graphics  by  Chartmaster  ©Decision  Resources,  Inc. 


Superplastic  forming  of  aluminum.  Simplifying  the  manufacture  of  complex 
shapes.  For  higher  quality,  lower  weight,  and  significant  savings  to  our  customer 

NORTHROP 

Making  advanced  technology  work 

1840  Century  Park  East.  Los  Angeles,  CA  90067-2199  USA 


Faces 

ichind  the  Figures 


iing"  with  stories  on,  say,  how  an 
:ted  official  copes  with  stress, 
evitt  then  plans  to  take  his  proper- 
lational  to  increase  readership  and 
act  ad  dollars  from  big  company 
ertisers — subscriptions  to  con- 
>smen's  homes,  to  their  districts, 
^sstand  sales  across  the  country.  If 
;oes  well,  he  may  clone  it  for  some 
.11  of  the  50  state  legislatures, 
evitt  has  another  unsatisfied  ani- 
on. The  son  of  New  York  State's 
'time  comptroller,  he  has  tested 
waters  on  getting  elected  into  his 
2  audience. — Francesca  Lunzer 


iss  Stephen  Foster 

'  ow  serious  is  the  competition 
,  among  states  for  new  industry 
jobs?  Martha  Layne  Collins,  49, 
n  found  out  when  she  won  the  race 
governor  of  Kentucky  in  1983. 
he  already  knew  Kentucky  badly 
ded  new  industry.  "We  can't  com- 
i  with  foreign  coal,"  she  says  with 
speration.  "Poland  can  ship  coal  to 
inta  cheaper  than  we  can."  Her 
e  is  centrally  situated,  which  is 
d,  but  it's  not  Sunbelt  and  doesn't 
e  right-to-work  laws,  both  major 
actions  offered  by  competitors, 
l  spite  of  that,  "Toyota  began  writ- 
[from  Japan]  and  asking  our  people 


for  information,"  she  says.  "We  real- 
ized they  were  planning  something." 
Rather  than  letting  them  telex  an- 
swers back  as  usual,  she  packed  her 
development  people  off  to  Tokyo  to 
make  personal  presentations.  "They 
appreciated  that,"  she  says  of  Toyota. 
A  good  thing  she  did:  When  it  was 
time  for  the  governor  herself  to  fly  to 
Tokyo,  she  found  ahead  of  her  "11 
[U.S.  state]  governors  in  Japan,  practi- 
cally at  the  same  time,"  all  vying  for 
prosperity-bearing  employers,  all  of- 
fering tax  and  financing  packages 
much  like  hers.  But  no  one  else  had 
thought  of  advance  ambassadors. 

Once  she  got  Kentucky  on  Toyota's 
short  list,  though,  she  found  the  com- 
petition still  so  close,  the  comparative 
advantages  so  nearly  even,  she  feels 
sure  Kentucky  has  a  hidden  advantage 
she  hadn 't  been  aware  of  that  tipped  the 
scales  to  bring  in  the  new  $800  million 
assembly  plant  now  under  construc- 
tion: "It  was  Stephen  Foster,"  she 
claims.  "The  U.S.  is  a  big,  strange 
country  to  the  Japanese,  but  they  all 
know  'My  Old  Kentucky  Home'  by 
heart  because  they  learn  Stephen  Fos- 
ter's songs  in  school.  So  Kentucky  was 
a  familiar  name.  I  really  think  that's 
what  made  them  feel  comfortable 
about  moving  to  our  state." — H.S. 


Running  in  place 

To  Philip  Hawley,  chairman  of  Car- 
ter Hawley  Hale  Stores,  Inc.  (total 
1985  revenues,  $4  billion),  the  Los 
Angeles-based  retailer  whose  depart- 
ment stores  include  Bergdorf  Good- 
man, Neiman-Marcus  and  The  Broad- 


tucky  Governor  Martha  Layne  Collins 

i  never  can  tell  what  will  make  people  feel  at  home. 


Philip  Hawley  of  Carter  Hawley  Hale 
Growth  by  paintbrush  is  the  game. 

way,  the  department  store  business 
has  changed  fundamentally  in  recent 
years,  and  possibly  for  good.  Now 
much  of  the  country  has  been  super- 
saturated with  department  stores  car- 
rying virtually  the  same  merchandise 
selection,  Hawley  observes.  So  he  is 
persuaded  that  top-of-the-line  retail- 
ers like  his  Carter  Hawley  Hale  will 
best  grow,  not  by  searching  for  more 
new  locations,  but  by  means  of  a  ham- 
mer and  a  paintbrush. 

"The  name  of  the  game  today  is 
increasing  market  share,"  Hawley  ex- 
plains, "taking  better  care  of  the  cus- 
tomers and  improving  the  production 
of  each  of  your  stores."  Which  means 
fixing  up  and  enlarging  the  existing 
stores.  Hawley  elaborates:  "We  have 
greatly  reduced  the  pace  of  store 
growth  and  increased  the  square  foot- 
age under  renovation,  from  600,000 
feet  five  years  ago  to  1  million  feet 
this  year — a  major  shift.  Where  we 
once  put  dollars  into  new  stores,  we 
are  now  remodeling." 

Partly  the  change  is  demographic. 
When  the  suburbs  began  growing  af- 
ter World  War  II,  the  big  retailers  fol- 
lowed their  customers,  building  new 
stores  for  new  communities.  Now  the 
population  is  once  again  shifting  back 
to  the  major  cities.  "There  are  some 
good  growth  areas  left — Atlanta,  the 
New  England  area,  southern  Califor- 
nia," Hawley  concedes,  but  not 
many. — Jeffrey  A.  Trachtenberg 
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Gentle  Giant 


/\  merica's  chemical 
JL   V.  industry  is  huge. 
And  Norfolk  Southern, 
The  Thoroughbred  of 
Transportation,  serves  it  in  a  big  way, 
moving  hundreds  of  thousands  of  carloads 
of  chemicals  each  year. 

Norfolk  Southern's  route  structure 
assures  its  place  as  a  giant  in  chemical 
transportation,  because  so  much 
chemical-based  manufacturing  is  located 
in  the  regions  Norfolk  Southern  serves. 
Norfolk  Southern  delivers  chemicals 
quickly,  at  competitive  rates,  and  returns 
empty  cars  to  shippers  promptly. 


Even  customers  with 
shipments  going  less 
than  100  miles  have 
discovered  just  how 
economical  and  efficient  Thoroughbred 
Service  can  be. 

This  giant  is  also  sensitive  to  the 
industry's  special  need  for  safety.  For  the 
past  five  years,  it  has  won  the  Dow  Rail 
Safety  Award,  the  industry's  most  prestig- 
ious citation  for  safety. 

That's  Thoroughbred  Service.  It  meets 
the  needs  of  America's  shippers  through 
responsiveness,  innovation  and  even  a 
touch  of  gentleness. 


NORFOLK 
SOUTHERN 


Faces 

Behind  the  Figures 


Exception  to  the  rule 

Normally  I  don't  like  government 
intervention,"  says  Mary  Rich, 
44,  but  this  time  she  doesn't  mind. 
Rich,  chairwoman  of  the  1986  Na- 
tional Computer  Conference,  a  major 
industry  trade  show,  is  talking  about 
the  Commerce  Department's  new 
Foreign  Buyer  Program,  aimed  at 
boosting  U.S.  exports. 

Her  show,  held  in  Las  Vegas  in  mid- 
June,  is  one  of  1 1  trade  shows  Com- 
merce is  promoting  overseas  this  year 
(others  range  from  the  National  Asso- 
ciation of  Broadcasters  to  the  Interna- 
tional Machine  Tool  Show).  The  larg- 
est U.S.  computer  show  aimed  at  end- 
users,  NCC  drew  nearly  70,000 
people  last  year.  That  already  includ- 
ed 10,000  foreigners  from  58  coun- 
tries, and  both  Rich  and  Commerce 
are  aiming  for  more.  Interest  in  the 
conference,  she  notes,  now  extends 
beyond  Europe  and  the  Far  East:  "Bra- 
zil, Argentina  and  Mexico  are  coming 
out  in  force." 

In  April  Commerce  used  the  U.S. 
Information  Agency's  Worldnet  satel- 
lite linkup  to  beam  a  conference  video 
promo  to  17  European  nations.  "That 
was  the  first  time  [Worldnet]  was  used 
to  sell  high  tech,"  observes  Rich,  an  El 
Segundo,  Calif. -based  computer  con- 
sultant. Overseas,  U.S.  embassies  and 
consulates  have  been  handing  out 
lists  of  NCC's  500-plus  exhibitors  to 
prospective  buyers.  At  the  confer- 
ence, both  Commerce  and  industry 
groups  will  sponsor  the  International 
Business  Center,  where  interpreters 
and  government  trade  experts  will 
help  buyers  and  sellers  cut  deals  and 
red  tape. 

It  isn't  very  much,  considering  how 
aggressively  some  governments  push 
their  countries'  exports.  But  it's  a 
start.  "It's  about  time,"  Rich  says  of 
Commerce's  newly  active  role  in 
trade  promotion. — Mate  Beauchamp 


Take  my  stock,  please 

V  awrence  O.  McKinney  wants  to 
M4  give  away  shares  of  stock  in  his 
company  but  so  far  has  found  no  one 
even  to  accept  ads  describing  the  free- 
bie.  Probably  it  has  something  to  do 
with  McKinney's  enterprise,  Canna- 
bis Corp.  of  America. 


National  Computer  Conference's  Mary  Rich 

The  Commerce  Department  is  beating  the  bushes  for  customers. 

H1 


"Everything  I'm  doing  is  entirely 
legal,"  insists  McKinney — and  appar- 
ently it  is.  McKinney,  41,  a  Harvard 
Business  School  graduate,  holds  the 
world's  only  patent  on  the  process  to 
extract  the  active  ingredient,  THC, 
from  marijuana  plants.   While  re- 


Cannabis  Corp.  's  Laurence  O.  McKinney 
If  only  they  make  the  spigot  legal. 


searching  at  Harvard,  he  thought 
saw  opportunity:  "It's  like  the  goli 
spigot!"  he  exclaims.  "Pharmaceu 
cal  companies  didn't  think  of  tha 
In  1985  the  FDA  approved  synthe 
THC  for  cancer  patients  as  an  an 
nausea  drug — the  only  permitted  i 
so  far,  though  THC  is  given  to  glaut 
ma  patients.  McKinney  argues  i 
real  thing  will  be  five  times  chea] 
than  the  synthetic.  You  can't  lega 
grow  cannabis  or  extract  THC  from 
in  the  U.S.  You  can  legally  imp 
extract — from  Nepal,  he  figur 
where  the  weed  grows  abundantly. 

Alas,  the  golden  spigot  has  not ; 
been,  ah,  turned  on.  McKinney,  a  pa 
ner  in  a  small  consulting  outfit 
Cambridge,  Mass.,  doesn't  have  t 
$50,000  needed  to  get  a  prospect 
together,  much  less  the  $3  million 
$4  million  needed  to  get  into  bu 
ness.  That's  why  he  thought  of  givi 
shares  away,  to  attract  notice  frc 
possible  investors — or  buyers.  L 
year  a  couple  of  small  drug  compan 
started  making  the  synthetic.  But 
far  this  is  only  a  S6  million  U.S.  m 
ket,  with  a  potential  of  $40  million 
all  known  medical  uses.  In  effe 
then,  McKinney's  process  adds  up  t 
means  for  driving  down  prices  80% 
a  tiny  market.  Of  course,  if  the  rec 
ational  use  were  ever  legalized. . 
But  it  takes  more  than  a  pipe  dream 
make  a  business. — Jan  Parr 


166 


FORBES,  JUNE  16,  19 


4IN0LTAS  LINE  OF  OFFICE  MACHINES 
MAKES  YOUR  LIFE  EASIER 
NO  MATTER  WHAT  \OUR  LINE 


-rom  butchers  and  bakers  and  candlestick  makers  to  doctors  and  lawyers  and  Indian  chiefs,  any 
ce  can  take  life  a  lot  easier  by  taking  advantage  of  Minolta  office  machines, 
rhere's  our  whole  range  of  Beta  zoom  copiers,  for  example,  that  are  packed  with  advanced  auto- 
itic  features.  Which  means  that  the  office  works  harder  while  the  office  help  goes  on  to  other  things, 
ire's  even  our  EP  50  personal  copier  that  saves  you  money  as  well  as  time,  because  the  copies 
it  a  lot  less  than  those  from  other  personal  copiers.  IIMII 
Minolta  makes  typing  easier  too.  Our  electronic 

ewriters  are  loaded  with  convenience  features    W%^~£»^  fl  W 

it  make  old-fashioned  electrics  look  just  like 
at  they  are.-  obsolete. 

\nd  for  the  ultimate  ease  in  getting  words  on  paper, 
ire's  our  incredible  PCW-1  Office  System.  It's  a  word 
>cessor,  an  electronic  typewriter  and  a  personal 
nputer  all  in  one.  And  it's  not  just  easy  to  use.  It's  also 
;y  to  learn. 

Za\\ 1-800-526-5256.  In  New  Jersey,  _ 
1)  342-6707  Or  to  see  our  full  line,  vaiid  coicMrMM  Tucnrarr; 

kea  beelinetoyour  Minolta  dealer.  YOUR  FRIEND  IN  THE  OFFICE. 


MINOLTA 


©  1985  Minolta  Corporation 


When  you 
think  of 
Paul  Harvey, 
you  think  of: 

□  TOUGH 

□  TRUSTWORTHY 

□  PROVOCATIVE 
INSIGHTFUL 


□  INFORMATIVE 


#1  IN  THE 
RATINGS 


If  you  check  off 
at  least  6  of  the  above, 
then  you're  a  loyal 
Paul  Harvey  listener- 
like  20,606,000  other 
Americans  who  make 
Paul  Harvey  the  single 
most  listened-to 
radio  personality  in 
America* 

If  you  did  not 
check  any  of  the  above, 
then  check  something 
else:  the  adjacent  list 
of  over  1,200  radio  sta- 
tions across  the  U.S.A. 
that  are  proud  to  carry 
Paul  Harvey.  One  is  in 
your  area. 


"Source  RADAR  32  Fall  1985  Persons  12  Network 
audiences  to  Commercials  within  Programs  Average 
Per  Broadcast  ABC  Research  Analysis 


SABC  RADIO  NETWORKS 


aul  Harvey.  Check  him  out. 


Mountain  Home 

KUOFM 

Murfreesboro 

KJKKFM 

Ozark 

KDYN  AM 

Ozark 

KDYN  FM 

Paragould 

KDXYFM 

PineBlufl 

KADLFM 

Sprmgdale 

K8RSAM 

Stuttgart 

KWAK  AM 

Waldron 

KRWAFM 

Walnut  Ridge 

KRLWAM 

Arizona 

Casa  Grande 

KPINAM 

Flagstaft 

KAFFFM 

Flagstaff 

KFLG  AM 

Globe 

KIKO  FM 

Holbrook 

KDJIAM 

Xwgman 

KAAA  AM 

Kingman 

K22ZFM 

Miami 

KIKO  AM 

Page 

KPGE  AM 

Parker 

KLPZ  AM 

Payson 

KMOGAM 

Phoenu 

KIARAM 

Prescott 

KNOT  AM 

Preseotl 

KNOTFM 

Show  Low 

KRFMFM 

Show  Low 

KVSl AM 

Sierra  Vista 

KSVAAM 

Tucson 

KNSTAM 

Yuma 

KEZC  AM 

California 

Areata 

KXGOFM 

Bakerslield 

KERN  AM 

Bishop 

KBOV AM 

Burney 

KAVAAM 

Caiexico 

KICO  AM 

Fresno 

KMJAM 

Fresno 

KNAXFM 

Grass  Valley 

KNCO  AM 

Grass  Valley 

KNCOFM 

Hanford 

KNGSAM 

Hemel 

KHSJ  AM 

Hemet 

KHYE  FM 

Jackson 

KNGT  FM 

Los  Angeles 

KABC  AM 

Modesto 

KlRBAM 

Mojave 

KDOL AM 

Napa 

KVON  AM 

Needles 

KSFE AM 

Oroville 

KORV  AM 

Palm  Springs 

KPSI  AM 

PasoRobles 

KPflL AM 

Red  Blurt 

KBLF  am 

Redding 

KPAK  AM 

Ridgecrest 

KJlQAM 

Riverside 

KOUOFM 

Sacramento 

KAERFM 

Sacramento 

KFBKAM 

Salinas 

KTOMAM 

San  Bernardino 

KFXMAM 

San  Diego 

KSDO  AM 

San  Francisco 


wigs  KGOAM 

San  Luis  Obispo 
iy        KV£C  AM 

Santa  Barbara 
fl         KBlS AM 

Sanla  Maria 

KUHLAM 

Sanla  Rosa 
y        KSRO  AM 

Sonors 
i  KVML  AM 

South  Lake  Tahoe 

KOWLAM 

Twentynine  Palms 

KDHI  AM 

Ukiah 

KIAH  FM 

Ventura 
p  KVENAM 

Vietorville 
p        KCIN  AM 

Colorado 
«  Alamosa 

KGIWAM 

Aspen 

KSPNFM 
M  Boulder 

KBOL AM 
Home  Brush 

KKGZ AM 


Burlington 

KNA8AM 

Burlington 

KNABFM 

Colorado  Springs 

KVORAM 

Cortez 

KRTZFM 

Craig 

KQZR  FM 

Oelta 

KP1GAM 

Denver 

KBROAM 

Denver 

HBROFM 

Durango 

KRSJ FM 

Fort  Collins 

KCOl AM 

Glenwood  Springs 

KMTSFM 
Grand  Junction 
KEXOAM 

KGRE  AM 
Gunnison 
KGUCAM 
Gunnison 

KGUCFM 

Longmont  Boulder 
KLMOAM 
Pagosa  Springs 
KPAGAM 
Pueblo 
KCCY FM 
Rifle 
KDBL  AM 
Rocky  Ford 
KAVI  AM 
Rocky  Ford 
KAVI  FM 

Steamboat  Spring 

KBCRAM 
Sterling 
KSTCAM 
Trinidad 
KCRTAM 
Vail 

KVMT  FM 

Connecticut 

Hartford 

WCCCFM 
New  Britain 
WRCOAM 
New  Haven 
WAVZ  AM 
Norwich 
WCTYFM 
Old  Saybrook 
WLISAM 
Stamloid 
WSTCAM 
Willimantic 

District  of 
Columbia 

Washington 

WMALAM 

Delaware 

Dover 

WKEN  AM 
Wilmington 

WAMS  AM 

Florida 

Auburndale 
WTWBAM 
Boca  Raton 

WSBR  AM 

Brooksville 

WWJBAM 

Cocoa  Beach 

WRKT  AM 

Cocoa  Beach 

WSSPFM 

Coleman 

WHOF  AM 

Creslview 

WCNUAM 

Cypress  Gardens 

WGTOAM 

Daytona  Beach 

WROD  AM 

Oe  Funiak  Springs 

WZEPAM 

DeLand 

WXVQ  AM 

Dunnellon 

WTRSAM 

Dunnellon 

W7RSFM 

Englewood 

WENGAM 

Fort  Pierce 

WFIPAM 

Gainesville 

WYGCFM 

Jacksonville 

WOKVAM 

Live  Oak 

WNERAM 

Live  Oak 

WOHL  FM 

Maralhon 

WFFGAM 

Marco  Island 

WMIBAM 

Mananna 

WTYSAM 

Miami 

WIODAM 

Milton 

WE  BY  AM 

North  Fori  Myers 

WKZY  AM 

Oca  la 

WOCAAM 

Orlando 

WDBOAM 

Palalka 

WIYDAM 

Panama  City 

WGNE  FM 

Pensacota 

WCHZAM 

Perry 

WGKRAM 

Sebring 

WJCM  AM 

St  Auguslme 

WAOCAM 

St  Petersburg 

WSUNAM 

Stuart 

WSIUAM 

Tallahassee 

WTNTAM 

Tallahassee 

WTNT  FM 


West  Palm  Beach 

WJNOAM 

Georgia 

Albany 

WALG  AM 

Albany 

WKAKFM 

Americus 

WISKAM 

Athens 

WRFCAM 

Atlanta 

WSBAM 

Augusta 

WBBOAM 

Augusla 

WBBQFM 

Bambridge 

WYSEAM 

Bailey 

WBYZFM 

Bailey 

WUFE  AM 

Bremen 

WSLE  AM 

Brunswick 

WBGAAM 

Camilla 

WCLB  AM 

Chatsworth 

WQMT  FM 

Columbus 

WEIZAM 

Commerce 

WJJC  AM 

Comelra 

WCON  AM 

Cornelia 

WCON  FM 

Cumming 

WHNE AM 

Dublin 

WMLTAM 

Gainesville 

WDUNAM 

Hawkinsville 

WCEHAM 

WIFOFM 
Jesup 
WLOP  AM 
Macon 
WMAZ  AM 

WDAXAM 
Mcrae 

WDAXFM 

WMCG  FM 
Milledgeville 
WK7RFM 
Milledgevrlle 

Moullne 

WM1M  AM 

Ocilla 

WSIZ  AM 

PhenuOty 

WEIZFM 

Rome 

WRGAAM 

Savannab 

WCHY  FM 

Savannah 

WWSAAM 

St  Marys 

WLKCFM 

Statesboro 

WPTB  AM 

Thomasville 

WLORAM 

Tillon 

WWGSAM 

Valdosta 

WAAC  FM 

Vidalia 

W1C0FM 

Vidalia 

WVOPAM 

W  Point-Lanel 

WRLDAM 

Waycross 


WACL. 
Winder 


Burlington 

KBUR AM 

Carthage 

WCAZFM 

Cedar  Rapids 

KCRG AM 

Centerville 

KCOGAM 

Centerville 

KMGOFM 

Cherokee 

KCHEAM 

Cherokee 

KCHE  FM 

Creston 

KSIBAM 

Davenport 


Dubuque 

WDBO  AM 

Estherville 

KILHAM 

Eslherville 

KIIRFM 

Forest  City 

KIOWFM 

Fort  Dodge 

KWMt  AM 

Hampton 

KWGG  FM 

Ida  Grove 

KIDAFM 

Iowa  City 

KXICAM 

Maquoketa 

KMAOfM 

Marshalltown 

KDAOAM 


Mason  City 

KRIS  AM 

Oelwein 

KOELAM 

Oskaloosa 

KBOE  AM 

Shenandoah 

SiomCity 
KSCJAM 
Waterloo 
KOKZ FM 
Waterloo 


Idaho 

Boise 
KGEMAM 
Bonners  Ferry 
KBFI  AM 
Burley 
KBAR  AM 

KZDXFM 

GrangeviHe 

KORTAM 

Hailey 

KNRC AM 

Idaho  Falls 

KOPI  FM 

Idaho  Falls 

KUPI  AM 

Lewislon 

KOZE  AM 

Lewislon 

KOZE  FM 

Monlpelter 

KVSl  AM 

Moscow 

KRPl  AM 

Moscow 

KZFNFM 

Orofino 

KLERAM 

Pocalello 

KWIKAM 

Reiburg 

KRXKAM 

Salmon 

KSRAAM 

Twin  Falls 

KLIXAM 

Twin  Falls 

KMTWFM 

Wallace 

KWAL  AM 

Illinois 

Bloomington 

WJBC  AM 

Canlon 

W8YS  AM 

Carbondale 

WCILAM 

Carthage 

WCAZ  AM 

Casey 

WKZIAM 

Centralia 

WILY  AM 

Champaign 

WIRWFM 

Chicago 

WGNAM 

Danville 

WITYAM 

Dixon 

WIXNAM 

WIXN  FM 

Duguoin 

WDON  AM 

Duquom 

WDONFM 

Eftmgham 

WBFGFM 

Galesburg 

WAIKAM 

Geneva 

WFXWAM 

Jacksonville 

WJILAM 

Joliet 

WJOLAM 

Kewanee 

WKEIAM 

Macomb 

WJEOFM 

Pana 

WKXKFM 

WXCLAM 

Piano 

WSPY  FM 

Ouincy 

WGEM AM 

Qumcy 

WGEM  FM 

Rocklord 

WROKAM 

Sandwich 

WBYGAM 

Spnnglield 

WCVSAM 

Springfield 

WFMBFM 

Slreator 

WIZZAM 

Vandalia 

WKRVFM 

Walseka 

WGFAAM 

Indiana 

Anderson 

WHUTAM 

Angola 

WLKI  FM 

Bedford 

WFJIWAM 

Blooming  Ion 

WGK  AM 

Crawfordsville 

WCVLAM 

Evansville 

WGBF  AM 

Fort  Wayne 

WOWO  AM 

Indianapolis 

WIRE  AM 

Kokomo 

WIOU  AM 

La  Porte 

WCOE  FM 

La  Porte 

WLOI  AM 

Lafayette 

WASK  FM 

Marion 

WGOM  AM 

Marion 

WMRIFM 

Rensselaer 

WIOIFM 


Rensselaer 

WRINAM 
Richmond 
WKBVAM 
South  Bend 
WNDU  AM 
Tetre  Haute 
WBOW  AM 
Valparaiso 
WAKE  AM 
Valparaiso 
WUE  FM 
Washington 
WAMW  FM 
Washington 
WFMl FM 

Kansas 

Belleville 

KREPFM 

Beloit 

KVSV  AM 

Beloit 

KVSV  FM 

Chanute 

KKOYAM 

Chanule 

KQSM  FM 

Clay  Center 

KCLYFM 

Cotleyville 

KGGF  AM 

Colby 

KOLSFM 

Colby 

Dodge  City 

KEDQAM 

Emporia 

KVOE  AM 

Garden  City 

KBUF AM 

Hays 

KJLSFM 

Hiawatha 

KNZAFM 

Hutchinson 


KWHK AM 

Junclion  City 

KJCKAM 

Liberal 

KSCBFM 

Marysville 

KNDYAM 

Marysville 

KNDYFM 

Norton 

KONK  am 

Ottawa 

KHUMFM 

Ottawa 

KOFO  AM 

Pralt 

KGLSFM 

Pratt 

KWLS  AM 

Salma 

KSALAM 

Topeka 

KSKX  AM 

Wichita 

KFOIAM 

Wichila 

KFDIFM 

Kentucky 

Ashland 

WTCR  AM 

Burkesville 

WKVR AM 

Cave  City 

WSMJAM 

Columbia 

WAIN  AM 

Columbia 

WAIN  FM 

Corbin 

WYGOAM 

Corbin 

WYGOFM 

Elizabethtown 

WIELAM 

Greensburg 

WGRKAM 

Hawesville 

WKCM  AM 

Hodgenville 

WKMOFM 

Hopktnsville 

WKOA  AM 

Hopkinsville 

WZ2FFM 

Huntington 

W1CRFM 

Leitchlield 

WKHGFM 

Leitchfield 

WMTl  AM 

Lenngton 

WVLKAM 

Louisville 

WHASAM 

Madisonville 

WTTL  AM 

Manchesler 

WKLBAM 

Morehead 

WMORAM 

Morefiead 

WMOR  FM 

Murray 

WNBSAM 

Owensboro 

WSTOFM 

Owensboro 

WVJS  AM 

Paducah 

WKYOFM 

Paducah 

WKYX  AM 

Pineville 

WZKOFM 

Pies  ton  burg 

WQHY  FM 

Preslonsburg 

WDOCAM 

Russellville 

WBVR  FM 

Russel'vitle 

WRUSAM 

Somerset 

WSFC  AM 

Louisiana 

Alexandria 

KOBSAM 

Alexandria 

KRRVFM 

Baton  Rouge 

WYNKAM 

Baton  Rouge 


WY 


KFM 


Garyville 

WCKW  AM 
Jennings 
KJEF  AM 
Jennings 
KJEF  FM 
Lake  Charles 
KAOKAM 
Monroe 
KNOE  AM 
Nalchiloches 
KNOC AM 
New  Iberia 
KANE  AM 
New  Orleans 
WNOE  AM 
New  Orleans 
WNOE  FM 
Opelousas 
KSLOAM 
Shi  eve port 
KEEL  AM 
Thibodaux 
KXORFM 
Massa- 
chusetts 
Boston 
WBZAM 
Falmouth 
WCIBFM 
Fitchburg 
WE1MAM 
NewBedtord 
WN6HAM 
Pitlsfield 
WBECAM 
Pitlslield 
WBEC  FM 
Springfield 
WHYNAM 
Webster 
WGFPAM 
Worcester 
WORC  AM 
Maryland 
Aberdeen 
WAMDAM 
Batlimore 
WBALAM 
Berlin 
WOCOFM 
Braddock  Hghts 
WZYQFM 
Cambridge 
WCEMAM 
Cambridge 
WCEMFM 
Elk  Ion 
WSER  AM 
Frederick 
WZYOAM 
Halfway 
WHAGAM 
Lexington  Park 
WMDM  FM 
Lexington  Park 
WPTX  AM 
Oakland 
WMSGAM 
Oakland 
WXIE  FM 
Maine 
Bangor 
WABIAM 
Balh 

WJTOAM 

Biddetord 

WIDE  AM 

Calais 

WQDY  AM 

Calais 

WQDY  FM 

Dover  Foxcroft 

WOME  AM 

Dover- Foxcrolt 

WOME  F  M 

Gardner 

WABK  AM 

Gardnei 

WABK  FM 

Houlton 

WHOU  AM 

Houllon 

WHOU  FM 

lewiston 

WLAMAM 

Portland 

WPOR  AM 

Portland 

WPORFM 

Presque  Isle 

WKZXAM 

Rockland 

WRKDAM 

Waterville 

WDBX  FM 

Waterville 

WTVLAM 

Michigan 

Adrian 

WABJAM 

Adrian 

WOTE  FM 

Alpena 

WHSBFM 

Ann  Arbor 

WPAGAM 

Benton  Harbor 

WHFBAM 

Boyne  City 

WCLXFM 

Charlevoix 

WKHQAM 

Charlevoix 

WKHQFM 

Cheboygan 

WCBYAM 

Coldwater 

WNWNFM 

Coldwater 

WTVBAM 

Detroit 

WJRAM 

Escanaba 

WBDN  AM 

Flint 

WKMF  AM 

Grand  Rapids 

WCUZ  AM 

Grand  Rapids 

WCUZFM 

Harrison 

WKKMFM 

Hastings 

WBCH AM 

Hastings 

WBCHFM 

Houghton 

WCCYAM 


Houghton  lake 

WJGSAM 
Houghton  Lake 

WJGSFM 
Howell 

Howell 

WHMIFM 

Ionia 

W  ION  AM 

Iron  Mountain 

WMIOAM 

lionwood 

WUPM  FM 

Jackson 

WKHMAM 

WKMI  AM 

Lansmg 

WITLAM 

Lansing 

WITL  FM 

Manistee 

WMTE  AM 

Manislee 

WRRKFM 

Marquette 

WDMJAM 

Menominee 

WAGNAM 

Muskegon 

WKBZ  AM 

Newberry 

WNBYAM 

Newberry 

WNBY  FM 

Port  Huron 

WPHMAM 

ReedCily 

WDEE  AM 

Sagmaw 

WSGW  AM 

Sandusky 

WMIC  AM 

Sandusky 

WTGV FM 

SaultSte  Mane 

WSOOAM 

SaultSte  Mane 

WSUE  FM 

South  Haven 

WCSY  AM 

South  Haven 

WCSY  FM 

St  Louis 

WMLMAM 

Ta was  City 

WIOS  AM 

Ta  was  City 

WKJCFM 

Traverse  City 

WCCW  AM 

Traverse  City 

WCCWFM 

Whitehall 

WRNF  FM 

Zeeland 

WZND  FM 

Minnesota 

Albert  Lea 

KATE  AM 

Alexandria 

KXRAAM 

Bemidji 

KK8JAM 

Blue  Earth 

KBEWAM 

Brainerd 

KOBR  AM 

Cloquet 

WKLK  AM 

Cloquet 

WKLKFM 

Duluth 

WEBCAM 

Ely 

WELY  AM 

Eveleth 

WEVEAM 

Eveleth 

WEVE  FM 

cosston 

KKCOAM 

Fosston 

KKDOFM 

Grand  Rapids 

KNNSFM 

Hastings 

KDWAAM 

Hibbmg 

WGGHAM 

Hibbmg 

WMFGFM 

Luvuerne 

KLOL  FM 

Luverne 

KQAD AM 

Mankato 

KTOE  AM 

Marshall 

KMHLAM 

Montevideo 

KOMA  AM 

Pine  City 

WCMPAM 

Ptpestone 

KLOH  AM 

Redwood  Falls 

KLGRAM 

Rochestei 

KRCHFM 

Rochester 

KWEBAM 

Roseau 

KRWBAM 

St  Cloud 

WJON  AM 

St  Cloud 

WWJOFM 

Si  Paul 

KSTPAM 

Si  Peter 

KRBIAM 

St  Peter 

KRBI  FM 

Thief  Rv  Falls 

KKAQAM 

Wadena 

KKWSFM 

Wadena 

KWADAM 

Waseca 

KOWOAM 

Waseca 

KOWOFM 

Windom 

KDOMAM 

Windom 

KDOMFM 

Winona 

KWNOAM 


Missouri 

Bethany 
KAAN AM 
Bethany 

Birch  Tree 

KBMV  AM 

Butler 

KMAM AM 

Butler 

KMOE  FM 

Cameron 

KMRN  AM 

Cape  Girardeau 

K2IM  AM 

Canollton 

KAOL AM 

Canollton 

KMZU  FM 

Clinton 

KDKDAM 

Clinton 

KDKD  FM 

Columbia 

KFRUAM 

Doniphan 

KDFNAM 

Doniphan 

KOEAFM 

Eldon 

KLDNFM 

Faimington 

KREIAM 

KKCAFM 

JellersonCily 

KLIKAM 


Joplin 
KFSB  AM 
Kansas  C'ty 
WDAF  AM 
Kirksville 
KIRXAM 
Lebanon 
KIRKFM 
Lebanon 
KJELAM 
Maryville 
KNIM  AM 
Maryville 
KNIM  FM 
Moberly 
KRES FM 
Monetl 
KRMOAM 
Mountain  Grove 
KLRS  AM 
Nevada 
KNEMAM 
Piedmonl 
KPWBAM 
Piedmont 
KPWB  FM 
Poplar  Blulf 
KLIDAM 
Portageville 
KMISAM 
Portageville 
KMISFM 
Rolta 
KTTRAM 
Sedalia 
KSISAM 
Sikeston 
KSIM  AM 
Spnnglield 
KWTOAM 
St  Joseh 
KKJOAM 

KUSAAM 
Thayer 
KALM  AM 

KLPW  AM 

Union 

KlPWFM 

Vandalia 

KIRKFM 

West  Plains 

KWPM AM 

Mississippi 

Bay  Springs 

WHIIAM 

Bay  Springs 

WXIY  FM 

Biloxi 

WVMIAM 

Brookhaven 

WBKN  FM 

Columbia 

WCJUAM 

Drew 

WKZBFM 

Greenville 

WBAOFM 

Grenada 

WOXBFM 

Gulfporl 

WGCMFM 

Gulf  port 

WTAMAM 

Hattiesburg 

WHSY  AM 

Hattiesburg 

WHSYFM 

Indianola 

WNLAAM 

Indianola 

WNLAFM 

Jackson 

WJDXAM 

Jackson 

WMSl  FM 

Laurel 

WNSLFM 

Louisville 

WLSM  AM 

Louisville 

WLSM  FM 

McComb 

WHNYAM 

Meridian 

WOKKFM 

Natchez 

WNA1  AM 

Natchez 

WQNZ  f  M 

Oxford 

WSUH  AM 

Oxford 

WWMSFM 

Pascagoula  Moss 

Point 

WPMOFM 

Picayune 

WRJWAM 

Picayune 

WRMH  FM 

StarkviHe 

WKOR  AM 


Tupelo 

WELOAM 

Tupelo 

WZlQFM 

Water  Valley 

WVLYAM 

Winona 

WONAAM 

Winona 

WONA  FM 

Montana 

Billings 

KGHLAM 

Bozeman 

KBMNAM 

Butte 

KBOWAM 

Butte 

KOPRFM 

Dillon 

KDBIAM 

Dillon 

KDLNFM 

Glasgow 

XLTZAM 

Glendive 

KXGNAM 

Greal  Falls 

KMONAM 

Havre 

KOJM  AM 

Havre 

KPOXFM 

KBLL  AM 

Kalispell 

KBBZFM 

lewistown 

KXLOAM 

Ltbby 

KLCBAM 

Livingston 

KPRKAM 

Malta 

KMMRFM 

Miles  City 

KATLAM 

Missoula 

Missoula 

KYSSFM 

Plentywood 

KATO  AM 

Plentywood 

KATQFM 

Shelby 

KZIN  FM 

Whitetish 


KJJRAM 
Wolf  Point 

KVCK AM 

North 
Carolina 

WWNC  AM 
Belmont 
WCGC  AM 
Black  Mountain 
WFGWAM 
Black  Mountain 
WMIT  FM 


WCLNAM 
Clinton 
WCLN  FM 
Elkin 
WJOSAM 
Fayetteville 
WFLBAM 
Franklin 
WFSCAM 
Franklin 
WRFRFM 
Gastoma 
WGNC  AM 
Goldsboro 
WG6R  AM 
Graham 
WSML  AM 
Greensboro 
WKEW  AM 
Greenville 
WNCT  FM 
Hamlel 
WKDX  AM 
Havelock 
WCPOAM 
Havelock 
WMSOFM 
Henderson 
WHNC  AM 
Hendersonville 
WHKPAM 
Hickory 
WHKY  AM 
High  Point 
WMFRAM 

WFTCAM 

Laurinburg 

WLNC  AM 

Newland 

WJTPAM 

Raleigh 

WPTf  AM 

Reidsville 

WRNCAM 

Rocky  Mounl 

WEEDAM 

Rose  Hill 

WEGGAM 

Salisbury 

WSAT  AM 

Southern  Pines 

WEE  BAM 

Wadesboro 

WADE  AM 

Washington 

WRHF AM 

Weldon 

WSMY  AM 

Wilmington 

WWOOFM 

Winston  Salem 

WTOBAM 

North 

Dakota 

Bismarck 

KFYRAM 

Bismarck 

KODYFM 

Botlmeau 

KBUJFM 

Breckenodge 

KBMWAM 

Devil  s  Lake 


KFGO  AM 

Grafton 

KXPOAM 

Grand  Forks 

KNOX AM 

Hettinger 

KNOC AM 

Jamestown 

KSJBAM 

Langdon 

KNDK  AM 

KtZZFM 
Oakes 
KDDRAM 
Rugby 
KZZJ  AM 
Valley  City 
KOVC  AM 


Williston 
KYYZFM 
Nebraska 

KLBN  FM 

Alliance 

KCOW  AM 

Chadron 

KCSRAM 

Chadron 

KOSKFM 

Columbus 

KTTTAM 

Columbus 

KWMGFM 

Faxbury 

KGMT  AM 

Fiemonl 

KHU8AM 

Grand  Island 

KRGI  AM 

Grand  Island 

KRGI  FM 

Holdrege 

KKTYFM 

Holdrege 

KUVR  AM 

KRVNAM 

Lincoln 

KFOR  AM 

McCook 

KICX  AM 

McCook 

KICXFM 

Norfolk 

KNENFM 

North  Platte 

KOOOAM 

O'Neill 

KBRXAM 

O'Neill 

KBRXFM 

Ogallala 

KOGA AM 

Omaha 

WOW  AM 

Omaha 

WOW  FM 

Scotlsblutf 

KNEBAM 

Scottsblulf 

KNEBFM 

Sidney 

KSIDAM 

Superior 


KRFSAI 
Supenoi 
KRFSFM 
Valentine 
KVSHAM 
New 

Hampshire 

Dover 
WTSN AM 
Franklin 
WFTNAM 

WTSL AM 

WKBKAM 

Littleton 

WLTN  AM 

Manchesler 

WFEAAM 

Newport 

WCNL AM 

Newport 

WCNLFM 

Portsmouth 

WAVI  AM 

Wolleboro 

WASR  AM 

New  Jersey 

Pleasantville 

WONDAM 
Princeton 

WJIC  AM 

Ship  Bottom 

WJRZFM 

Vineland 

WWBZ  AM 

New  Mexico 

Alamogordo 

KINN  AM 

Albuquerque 

KOBAM 

Belen 

KARSAM 

Carlsbad 

KATKFM 

Carlsbad 

KBADAM 

Clovis 

KCLV  AM 

Clovis 


Nevada 

Elko 
KELKAM 
Las  Vegas 

KMJJ  AM 

KONE  AM 

Winnemucca 

KWNAAM 

New  York 

Albany 

WPIRAM 

Amslerdam 

WKOl AM 

Babylon 

WGLI  AM 

Buffalo 

WGRAM 

Canandaigua 

WCGRAM 

Canandaigua 

WFLC  FM 

Dunkirk 

WDOE  AM 

Ellenville 

WELVAM 

Ellenville 

WELVFM 

Endrcoll 

WENE AM 

Glens  Falls 

WWSC  AM 

Hornell 

WLEAAM 

Horseheads 

WI01  AM 

Hcrseheads 

WQIXFM 

Ithaca 

WTKO  AM 

Jameslown 

WJTNAM 

Massena 

WMSAAM 

Mount  Kisco 

WVIPAM 

New  York 

WOR  AM 

Olean 

WHOLAM 

Oneonta 

WDOSAM 

Plattsburgh 

WKDRAM 

Poughkeepsre 

River  head 

WRtVAM 

Rochester 

WEZOFM 

Rochester 

WNYRAM 

Rome 

WRNYAM 

Salamanca 

WGGO  AM 

Saranac  Lake 

WNBZAM 

Syracuse 

WHEN  AM 

Syracuse 

WRRB FM 

Ticonderoga 

WIPSAM 

Utica 

WTLBAM 

Warwick 

WTBO  AM 

White  Plains 

WFASAM 

Ohio 

Akron 

WSLR  AM 
Belpre 

WNUSFM 

WBNOrM 

Bryan 

WOCTAM 

Buchtel 

WAIS  AM 

Canton 

WHBCAM 

Cincinnati 

WKRC  AM 

Cleveland 

WGAR  AM 

Cleveland 

WGAflFM 

Columbus 

WTVN  AM 

Daylon 

WONE  AM 

East  Liverpool 

WOHIAM 

Elyna 

WEOL AM 

Georgetown 

WURDFM 

Lima 

WIMAAM 


Anadarko 

KRPTAM 

Anadarko 

KRPTFM 

Ardmore 

KVSOAM 

Atoka 

KEOR  AM 

Atoka 

KHKC  FM 

Bartlesville 

KWON  AM 

Bristow 

KREKFM 

Chickasha 

KWCO  AM 

Clinton 

KKCC  FM 

Cushing 

KUSH  AM 

Duncan 

KRHDAM 

Enid 

KCRC  AM 
Frederick 
KTATAM 
Guthrie 

KOKC  AM 

KKBS  FM 
Hobart 


Giants 
KMINAM 
Humble  City 
KYKKAM 
Las  Cruces 
KGRTAM 
Las  Cruces 
KGRT  FM 
Las  Vegas 
KFUN  AM 
Roswell 
KBIMAM 
Ruidoso  Downs 
KOAW  AM 
Santa  Fe 
KTRC  AM 


WOIF  FM 
Middleport 
WMPOAM 
Middleport 


WNXT  AM 
Spnnglield 

WIZF  AM 
TiHin 
WTTF  AM 
Tiffin 

WTIF  FM 

WKKOFM 
Toledo 
WTODAM 
Waverly 

Waverly 

WXIZFM 

Youngstown 

WBBWAM 

Oklahoma 

Alius 

Alva 


KTJSAM 
Idabel 
KBEl AM 
Idabel 
KWDG  FM 
Lawton 
KLAWFM 
Madill 
KMADAM 
Madill 
KMAOFM 
McAlester 
KNEDAM 
Muskogee 
KBIX  AM 
Norman 
KNOR  AM 
Oklahoma  City 
KTOKAM 
Okmulgee 
KOKLAM 
Pauls  Valley 
KVLH  AM 
Pawhuska 
KXVQAM 
Ponca  City 
KPNC  FM 
Poieau 
KINB  FM 

KGCRAM 

Shawnee 

KGFF  AM 

Stillwater 

KVROFM 

Tulsa 

KRMGAM 

Vimta 

KVINAM 

Wagoner 

KTCRAM 

Weatherford 

KBXR  FM 

Weatheilord 

KWEY AM 

Wewoka 

KWSHAM 

Woodward 

KWOX  FM 

Oregon 

Astoria 

KASTAM 

Bums 

KZZRAM 

Coos  Bay 

KHSNAM 

Coos  Bay 

KOOSFM 

Corvallis 

KFLYAM 

Eugene 

KPNW  AM 

Klamath  Falls 

KAGO  AM 

La  Grande 

KKUC  FM 

La  Grande 

KLBMAM 

Lincoln  City 

KBCHAM 

Medlord 

KYJC  AM 

Ontario 

KSRVAM 

Ontario 

KXBOFM 

Pendleton 

KUMAAM 

Pendleton 

KUMAFM 

Portland 

KEXAM 

fi"i1n  5 

KPRBAM 
Redmond 
KPRBFM 
Roseburg 
KRSBAM 
Roseburg 
KRSBFM 

KBZYAM 
The  Dalles 

KALI  AM 
The  Dalles 
KACIFM 
Tillamook 

Penn- 
sylvania 

Allentown 

WAE6AM 

Alloona 

WRIAAM 

Barnesboro 

WNCC  AM 

Beaver  Falls 

WBVPAM 

Charleioi 

WESAAM 

Clearfield 

WCPAAM 

Connellsville 

WCVI  AM 

Elrzabethtown 

WPDCAM 

Ehzabethtown 

WRKZFM 

WIOVFM 


Everett 

WSKE  AM 

Jeannette 

WBCWAM 

Kane 

WKZAAM 

lewistown 

WIEZAM 

Meadville 

WMGWAM 

Meadville 

WZPRFM 

Mount  Carmel 

Newcastle 

WKSTAM 

Philadelphia 

WIPAM 

Pittsburgh 

WTKN  AM 

Pillsburgh 

WWSW  FM 

Pottstown 

WPAZAM 

Punxsutawney 

WPXZ  AM 

Punxsutawney 

WPXZFM 

Reading 

WEEUAM 

Selinsgrove 

WYGLFM 

State  College 

WRSCAM 

Wilkes  Barre 

WILKAM 

Williamsport 

WILOFM 

Williamsport 


YC  AM 


York 

WOBG  AM 
Puerto  Rico 
San  Juan 

WOSOAM 

Rhode 

Island 

Providence 

WPROAM 

South 

Carolina 

Anderson 

WANS AM 

Beaulort 

WBEUAM 

Charleston 

WCSC  AM 

Chester 

WGCDAM 

Columbia 

WCOSAM 

Columbia 

WCOSFM 

Darlington 

WDAR  AM 

Darlington 

WDARFM 

Dillon 

WDSC  AM 

Galfney 

WFGN  AM 

Greenville 

WESCAM 

Greenville 

WESC  FM 

Greenwood 

WQXJAM 

Kershaw 

WKSCAM 

Kingslree 

WDKO AM 

Lancaster 

WAGL  AM 

N  Myrtle  Beach 

WGSN  AM 

N  Myrtle  Beach 

WNMBFM 

Newberry 

WKMGAM 

Orangeburg 

WDIXAM 

Orangeburg 

WORG  FM 

Spartanburg 

WK0Y  AM 

Sumter 

WDXY  AM 

Aberdeen 

KSDN  AM 

Hot  Springs 

KOBHAM 

Hoi  Springs 

KOBH FM 

South 
Dakota 

KOKK AM 

Milbank 

KMSDAM 

Mitchell 

KMITFM 

Mobridge 

KOLY  AM 

Mobridge 

KOLYFM 

Pierre 

KGFXAM 

Rapid  City 

KGGGFM 

Rapid  City 

KIMMAM 

Sioux  Falls 

KSOOAM 

Volga 

KJJOAM 

Watertown 

KSDR  AM 

KWYR  AM 

Winner 

KWYR  FM 

Yankton 

WNAXAM 

Tennessee 

WYXIAM 

Biownsville 

WBHTAM 

Brownsville 

WTBGFM 

Camden 

WRJBFM 

Chattanooga 

WOOD  AM 

Chattanooga 

WDODFM 

Columbia 

WMCPAM 


Cookeville 

WGSQFM 
Cookeville 
WPTNAM 
Crossville 

WCSVAM 
Dyersbuig 

WASIFM 


Greeneville 

WSMG AM 

Hohenwald 

WMLR  AM 

Humboldl 

WHMI AM 

Jackson 

WKIRFM 

Jackson 

WTJSAM 

Krngsport 

WKPT  AM 

Kingsport 

WTFMFM 

Knoxville 

WIVKAM 

Knorville 

WIVKFM 

Lexington 

WDXL  AM 

Livingston 

WLIV  AM 

Livingslon 

WXKGFM 

Memphis 

WMC  AM 

Minor  Hill 

WLLXFM 

Nashville 

WKDAAM 

Nashville 

WKDF  FM 

Newport 

WNPC  AM 

Selmer 

WDTMAM 

Union  Citv 

WALRFM 

Texas 

Abilene 

KFOX  AM 
Amanllo 
KIXZAM 
Amanlio 
KMMLFM 


Ausl  n 

KVET/ 


Beaumont 

KLVI  AM 

Beeville 

KIBLAM 

Belton 

KIONAM 

Belton 

KTON  FM 

Big  Spring 

K8STAM 

KOTY  am 

Brownwood 

KBWDAM 

Bryan 

KTAM  AM 

Burnet 

KHL8AM 

Burnet 

Marble  Falls 

KHLBFM 

Cameron 

KCRMFM 

Carthage 

KGAS AM 

Corpus  Christi 

KRYSAM 

Corpus  Chrisli 

KRYSFM 

Corsicana 

KANDAM 

Corsicana 

KANDFM 

Crockett 

KIVY  AM 

Denison 

KDSX  AM 

Dimmitt 

KDHN  AM 

Eastland 

KVMXFM 

El  Paso 

KHEYAM 

Fort  Worth 

WBAPAM 

Galveslon 

KGBCAM 

Giddmgs 

KGIDFM 

Houston 

KOUE  FM 

Huntsville 

Jacksonville 

KE6EAM 

Jacksonville 

KOOIFM 

Kerrville 

fERVAM 

Kingsville 

KODKFM 

Laredo 

MIHGFM 

Longview 

KFROAM 

Lubbock 

KRLBAM 

Lubbock 

KRLBFM 

Midland 

KMNDAM 

Midland 

KNFMFM 

Nacogdoches 

KEEE  AM 

NewBiaunlels 

KGNBAM 

NewBraunfels 

KNBTFM 

Palestine 

KNETAM 

Pampa 

KGRO  am 

Pans 

KPRf  AM 
Pecos 
KPTXFM 
Plamview 


San  Antonio 

Slaton 

KCASAM 

Spearman 

KRDF  FM 

Slephenville 

KSTVAM 

Slephenville 

KSTV  FM 

Sulphui  Springs 

KSST  AM 

Texarkana 

Arkansas 

KTWNFM 

Tyler 

KTBBAM 

Victoria 

KAMGAM 

Waco 

KHOOFM 

Waco 

WACO  AM 

Wichita  Falls 

KLUR  FM 

Utah 

Blancing 
KUTAAM 
BrighamCity 

Cedar  City 

KBREAM 

Logan 

KVNU  AM 

Manh 

KMTIAM 

KMXU  FM 

Moab 

KMOBAM 

Ogden 

KLOAM 

Price 

KAR6FM 

Price 

KOALAM 

KXYC  AM 
Richtield 
KSVC  AM 
Salt  Lake  City 
KAIL  AM 
Si  George 
KDXU  AM 

RUIN  FM 
Vernal 
KVELAM 
Virginia 
Bassett 
WODt  AM 
Big  Stone  Gap 
WlSDAM 
Big  Stone  Gap 
WLSO  FM 
Blackstone 
WBBC  FM 
Blackstone 


Bristol 
WFHGAM 
Bristol 
WXBOFM 
Broadway 
WBTX  AM 
Charlottesville 
WCHVAM 
Chase  City 
WMEh  AM 
Christiansburg 
WJJJ  AM 
Clarksville 
WLCQ  FM 
Covington 
WIQO  FM 
Covington 
WKEYAM 
Culpeper 
WCVA  AM 
Danville 
WBTM  AM 
Fredericksburg 
WFVAAM 
Fredericksburg 
WFVAFM 
Lynchburg 
WLVAAM 
Norfolk 
WCMSAM 
Norforlk 
WCMSFM 
Petersburg 
Colonial  Heights 
WPVAAM 
Richlands 
WRICAM 
Richmond 
WRNLAM 
Roanoke 
WROV  AM 
Staunton 
WTON  AM 
Tappahannock 
WRARAM 
Tappahannock 
WRAR  FM 
Winchester 
WINCAM 
Winchester 
W1NC  FM 
Vermont 
Burlington 
W DOT  AM 
Montpelier 
WSKI  AM 
Rutland 
WHWBAM 

Washington 

Abe  i  dee  n 
KAYO  AM 
Bellmgham 
KGMI am 
Centiaha  Chehalis  c,,„. 


Omak 

KOMWFM 

Othello 

KRSCAM 

Seattle 

KOMO  AM 

Shelton 

KMASAM 

Spokane 

KGAAM 

Walla  Walla 

KTELAM 

Wenatchee 

KPQAM 

Yakima 

KIT  AM 

Wisconsin 

Ashland 

WATW  AM 

Beaver  Dam 

WXRO  FM 

Chippewa  Falls 

WAYY  AM 

Eau  Claire 

WAXXFM 

Fort  Atkinson 

WFAW  AM 

Green  Bay 

WDUZAM 

Green  Bay 

WDUZFM 

LaCrosse 

WKTY  AM 

ladysmith 

WLDY AM 

Madison 

WHIT  AM 

Madison 

WWOM  FM 

Marshfield 

WDlBAM 

Medlord 

WIGM  AM 

Medlord 

WIGM  FM 

Milwaukee 

WISN  AM 

Minocqua 

Neenah  Menasha 

WNAM  AM 

Oshkosh 

WCKKAM 

Portage 

WDDC  FM 

Portage 

WPOR  AM 

WRJN  AM 
Reedsburg 
WRDBAM 
Sheboygan 
WHBL  AM 
Shell  Lake 
WCSW  AM 
Shell  Lake 
WGMO  FM 
Sturgeon  Bay 
WDORAM 
Sturgeon  Bay 
WDORFM 
Waupaca 
WDUXAM 
Waupaca 
WOUXFM 
Wausau 
WSAU  AM 

West 
Virginia 

Charleston 
WOBE  AM 
Charieslon 
WOBE  FM 
Clarksburg 
WHARAM 
Fairmont 
WFGMFM 
Keyser 
WKLPAM 
Keyset 
WQZK  FM 
Logan 
WVOW  AM 

WVOW  FM 
Morgan  town 
WAJRAM 
Mounl  Hope 
WTNJFM 
Princeton 
WAEY  AM 
Pnnceton 
WAEYFM 
Spencer 
WVRC  AM 
Summersville 
WCWV  FM 
Sutton 
WSG8AM 
Welch 
WXEEAM 
Wheeling 
WWVA  AM 
While  Sulphur  Sp 
WSLW  AM 
Wyoming 
Buffalo 
KBBSAM 
Casper 
KVOCAM 
Cheyenne 
KF8C  AM 
Gillette 
KOLL  FM 
Jackson 
KSGTAM 
Kemmerer 
KMERAM 

KOW8  AM 
Newcastle 

KASLA 


KITIAM 
Ellensburg 
KXlE  AM 
Grand  Coulee 
KEYGAM 
Grand  Coulee 
KEYGFM 
Kennewick 
KONAAM 
longview 
KEDOAM 
Moses  lake 
KBSN  AM 
Moses  Lake 
KORMFM 
Mounl  Vernon 
KAPSAM 


KPOWAM 

Rawlins 

KRAI  AM 

Riverton 

K  VOW  AM 

Rock  Springs 

KSITFM 

Sheridan 

KWYOAM 

Tornngton 

KGOS  AM 

Worland 

KENBFM 

Worland 

KWOR  AM 


I 
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Cushman  &Wakefield 

Business  America's 
Real  Estate  Firm. 


Cushman  &  Wakefield  is  the  nation's  largest  firm 
exclusively  serving  the  needs  of  business  in  American  real  estate. 
Our  more  than  60  offices  are  staffed  with  professionals  who  can 
draw  from  their  in-depth  experience  to  offer  America's  business 
leaders  invaluable  resources.  From  financial  and  brokerage 
services  to  development  consulting  to 
property  management. 

Cushman  &  Wakefield  has  arranged  the 
largest  transactions  in  business  real  estate 


CUSHVIAN& 

WAKEFIELD 

A  ROCKEFELLER  GROUP  COMPANY 


history,  yet  our  smaller  transactions  number  in  the  thousands 
We  combine  Wall  Street  financial  expertise  with  70  yei 
of  real  estate  brokerage.  And  our  appraisal  group  is  America' 
largest  real  estate  appraiser. 

It's  no  wonder  our  revenue  has  multiplied  over  100  time 
the  last  two  decades. 

For  all  these  reasons  and  more, 
Cushman  &  Wakefield  is  Business 
America's  real  estate  firm. 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


ry  quiet,  and  then  boom!  In  the  final  trading  day  of  a 
newhat  dull  two-week  period,  the  Dow  rose  some  31 
ints.  To  be  sure,  a  31 -point  jump  on  the  Dow  isn't  what 
lsed  to  be.  Each  Dow  stock  has  to  go  up  only  a  point  to 
se  the  average  approximately  30  points.  That's  because 
;  divisor  on  the  Dow  average  is  very  close  to  1 .0.  That 
■point  increase  pushed  the  Dow  up  1.8%.  A  1.8%  move 
one  day  means  the  market  is  jumpier  than  usual,  but 
t  a  lot  jumpier.  A  typical  one-day  move  is  about  1.25%. 


The  highly  liquid  stock-index-futures  market  can  help 
move  the  market  quickly.  When  speculators  or  pension 
funds  turn  bullish  and  buy  futures,  their  bullishness  is 
quickly  transmitted  to  the  stock  market  by  arbitragers. 

In  any  event,  the  one-day  rally  enabled  the  market  to 
end  the  recent  two-week  period  with  modest  gains.  The 
Dow,  the  NYSE  and  the  Wilshire  all  finished  around  1% 
higher.  The  Amex  rose  1.4%,  while  over-the-counter  is- 
sues were  up  by  0.6%. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

ercent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

i  last  4  weeks 

-0.8 

-0.9 

-1.4 

-0.9 

1.1 

-0.5 

i  last  52  weeks 

28.3 

27.0 

39.3 

27.4 

20.4 

33.4 

Stock  performance  based  on  six  key  investor  yardsticks 


ercent  change 


Company  size 


large 


small 


Volatility3 


high 


low 


P/E  multiple 


over  25 


under  5 


Dividend  yield 


over  7.5% 


Growth  profile4 


high 


low 


Share  price 


over  $40 


under  $4 


I  last  4  weeks 


-0.6 


1.7 


3.5 


0.3 


0.2 


0.2 


-0.2 


0.1 


3.0 


-0.3 


0.7 


3.0 


last  52  weeks 


30.0 


44.5 


71.6 


31.3 


28.2 


42.4 


25.2 


45.5 


61.0 


37.8 


43.2 


29.5 


Ishire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created, 
ted  on  sales. 

tock's  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
[uantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


te:  All  data  for  periods  ending  5/22/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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Where  The  Action  Is 


To  be  in  pictures.  With  a  3.3%  gain  in  two  weeks,  con- 
sumer nondurables  continue  to  outpace  the  other  Wil- 
shire  sectors.  Leading  this  group  was  Lorimar  Telepic- 
tures,  with  almost  a  24%  gain.  This  Culver  City,  Calif. - 
based  firm  recently  announced  a  plan  to  buy  six  TV 
stations  from  SCI  Holdings  (formerly  Storer  Broadcasting) 
and  one  from  Wometco  Broadcasting  and  then  to  set  up  a 


separate  public  company  to  own  the  stations.  Two  othj 
strong  consumer  nondurable  stocks  were  Charmij| 
Shoppes  and  Petrie  Stores.  Each  gained  more  than  20%|[ 
The  technology  sector  posted  the  biggest  loss,  a  decliii 
of  1.7%.  But  within  this  group  Loral,  the  defense  electrol 
ics  contractor,  and  Apple  Computer  both  scored  doubll 
digit  increases. 


Percent  change  in  last  52  weeks  "0'-i2>  Percent  change  in  last  two  weeks 


Capital  goods 


+  50 


-25 


I  I  I  I  I  I  I  I  Ill 


'85 


'86 


Energy 


+  50 


-25 


 I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'85 


'80 


Technology 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'85 


'86 


Consumer  durables 


+  50 


-25 


I  I  I  M  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'85 


'86 


Finance 


+  50 


-25 


LL 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'85 


Transportation 


+  50 


-25 


I  M  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'85 


86 


Consumer  nondurables  and  servul  . 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1  I 


'85 


Raw  materials 


+  50 


-25 


 I  


'85 


Utilities 


+  50 


'85 


M  I  I  I  I  I  I  I  1  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1 


What  The  Analysts  Think 


A  study  in  contrasts.  While  utilities  sell  at  only  9.4  times 
estimated  1986  earnings,  raw  materials  have  an  estimated 
multiple  of  15.5,  the  second-highest  P/E  among  the  sec- 


tors. Wall  Street  hiked  1986  earnings  estimates  of  utiliti 
3.8%  over  the  past  four  weeks.  Meanwhile,  estimates  f 
the  raw  materials  sector  were  cut  3%. 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E. 

%  change  in  1986  estiir 
in  2  weeks     in  4  wee 

l 

Utilities 

$3.25 

9.4 

1.69% 

3.80* 

2 

Consumer  nondurables 

2.36 

16.6 

0.48 

0.49 

3 

Finance 

3.73 

10.6 

-0.13 

-0.24 

4 

Technology 

2.64 

14.8 

-0.31 

-1.17 

5 

Capita]  goods 

2.70 

14.8 

-0.35 

-0.57 

6 

Consumer  durables 

4.20 

9.7 

-0.51 

-0.81 

7 

Raw  materials 

2.05 

15.5 

-2.03 

-3.00 

8  Transportation 

2.23 

13.4 

-3.91 

-6.20 

9 

Energy 

2.24 

12.7 

-7.93 

-11.14 

Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.93 

16.2 

1986  estimates 

3.78 

12.5 

1987  estimates 

4.38 

10.9 

anal 

hi 


Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts  Data  are  compiled  and  updated  continuously  by  the  Institutional  1 
Estimate  System  |IBES|,  a  service  of  Lynch,  |ones  &  Ryan,  a  New  York-based  brokerage  firm. 


Note:  All  data  for  periods  ending  5/22/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif ;  IBES,  a  service  of  Lynch,  loncs  &  Ryan,  New  York 
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Jl  the  right  reasons  you  need 
all  die  tire  you  can  get 

lv  needs  General  mount  and  balance  anv  Ameri 


|  family  needs  General 
;ri*Classic,K  the  worlds  only 
^ure- sealing,  all- season  radial  with 
-year  unlimited  mileage  warranty* 

;neral  introduces  a  new  concept  in 
with  Ameri*Classic.  The  family  tire, 
gned  to  deliver  the  driving  confidence 
family  needs.  And  warranted  for  six 
>  -  no  matter  how  far  you  drive.* 
d  the  new  Ameri*Classic  is  no  fair 
tier  friend.  This  premium  all -season 
1  is  designed  to  keep  your  family 
>,  across  town  or  across  the  country, 
ever  the  weather. 

tde  with  exclusive  Gen*  Seal  puncture 
nt,  Ameri *  Classic  also  reduces  the 
bility  of  potentially  hazardous  tread - 
ture  flats. 

neral  is  so  confident  that  Ameri*Classic 
t  let  your  family  down  on  the  road 
if  it  should,  we  promise  to  replace, 


mount  and  balance  any  Ameri*  Classic  that 
becomes  unserviceable  due  to  cuts,  snags, 
punctures,  bruises  or  impacts  during  the 
first  30,000  miles  or  50%  treadwear  - 
whichever  comes  first  -  at  no  charge.  After 
that,  you  still  have  prorated  protection  for 
as  long  as  you  own  the  car.  * 

See  the  complete  Ameri* Classic 
Owner's  Protection  Portfolio  at  your 
local  General  retailer  and  you'll 
see  why  -  for  all  the  right 
reasons  -  you  need  the 
General  Ameri*  Classic 
family  tire. 

*See  dealer  for 
terms,  condi- 
tions and 
owner's  obliga- 
tions under  the 
Ameri*  Classic 
limited 
warranty. 


You  need , 

Generals. 


The  Funds 


Fees  on  some  mutual  funds  seem  to  have 
gotten  out  of  hand.  So  where  are  those 
staunch  defenders  of  shareholder  rights, 
the  independent  directors? 

Bark, 
watchdogs! 


By  Laura  R.  Walbert 

D wight  Crane,  professor  of  fi- 
nance at  Harvard  Business 
School,  moonlights  as  a  mutu- 
al fund  director,  serving  on  the  boards 
of  all  15  E.F.  Hutton  mutual  funds. 
For  the  latter  service  he  will  collect  a 
sum  that  probably  approaches  his 
professor's  salary:  $62,900  a  year  if  he 
attends  all  meetings,  plus  expenses 
and  $500  per  special  meeting. 

As  an  independent  director,  Crane's 
job,  as  the  SEC  defines  it,  is  to  defend 
shareholders'  interests,  helping  keep 
fund  profits  high  and  fees  low.  So 
what  have  Crane  and  the  other  Hut- 
ton  directors  done  to  earn  their  keep? 
Crane  declines  to  discuss  the  matter. 
But,  it  seems,  they  have  not  done  a 
great  deal.  Excluding  money  market 
funds,  the  two  largest  Hutton  funds 
are  Investment  Series  Growth  and  In- 
vestment Series  Government  Securi- 
ties. The  growth  fund  last  year  had  a 
22%  return,  not  nearly  as  good  as  the 
28%  gain  of  the  average  growth  fund, 
according  to  Lipper  Analytical  Ser- 
vices. Contributing  to  the  poor  perfor- 
mance was  a  lot  of  overhead.  Share- 
holders paid  1.77%  of  assets  in  annual 
expenses.  That  is  a  hefty  fee.  An  in- 
vestor could  have  bought  any  of  the 
23  Ack  funds  on  the  Forbes  honor 
roll  (Sept.  16,  1985)  and  paid  lower 
expenses.  Government  Securities  did 
better,  gaining  19%  for  1985,  while 
other  bond  funds  returned  20%.  But 
again,  the  performance  was  depressed 
by  a  1.67%  expense  ratio. 

he  high  fees  would  be  understand- 
if  these  were  little  funds  without 
imies  of  scale.  But  Hutton's 
Government  Securities  fund  grew 
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from  $777  million  to  more  than  $3 
billion  during  1985,  making  it  the 
sixth-largest  bond  fund  at  year-end. 

Why  are  Hutton's  funds  so  expen- 
sive? The  culprit  is  1 2b- 1  fees.  Named 
after  a  1980  SEC  regulation  that  au- 
thorizes them,  1 2b- 1  plans  permit  the 
fund  sponsor  to  dip  into  fund  assets  to 


John  ScKal 

pay  the  brokers  who  help  sell  the 
funds.  Last  year  Hutton's  Investment 
Series  Growth  charged  0.85%  in 
12b- 1  fees  and  its  Government  Securi- 
ties charged  0.90%. 

Is  that  good  for  shareholders?  In 
theory,  maybe.  The  12b-l  fees  gener- 
ate more  fund  sales,  which  means  big- 
ger funds,  which  supposedly  benefits 
shareholders  by  producing  economies 
of  scale.  This  is  what  the  fund  indus- 
try, at  least,  argued  in  persuading  the 
SEC  to  adopt  rule  12b- 1.  The  claim 
was  also  made  that  since  a  portfolio  is 
much  easier  to  manage  with  money 
flowing  in  than  with  money  flowing 
out,  investors  might  even  enjoy  high- 
er returns. 


There  was  one  catch.  The  SEC  a 
the  1 2b- 1  fee  could  be  taken  out 
shareholders'  assets  only  when  it  a 
for  their  own  good.  And  invest 
would  rely  on  the  integrity  and  c 
science  of  a  mutual  fund's  indep 
dent  directors  to  halt  the  fee  whet 
was  no  longer  helping  investorsj 
foolproof  plan. 

But  the  system  has  gone  awry. } 
look  at  the  Dean  Witter  U.S.  Gove 
ment  Securities  Trust.  At  $9.6  billi 
the  fund  is  the  second-largest  publi 
offered  fund  in  the  U.S.  (not  count 
money  markets),  and  the  largest  w 
a  1 2b- 1  fee.  The  huge  cash  inflow 
viously  has  not  engendered  higher 
turns:  Last  year  the  fund  gained  o 
14%,  vs.  an  average  20%  gain  for 
bond  funds.  Does  the  fund  have 
overhead?    Not   at   all.  Last 
expenses  were  1.30%  of  average 
assets,  with  0.73%  of  that  in  12 
fees.  The  average  expense  ratio 
bond  funds  without  1 2b- 1  fees  rec" 
ly  was  0.89%. 

Dean  Witter  charges  U.S.  Gove 
ment  Securities  shareholders  up 
0.75%  annually  for  the  12b-l.  1 
management  fee  starts  at  0.50%  i 
declines  to  0.375%  as  assets  grow 
yond  $5  billion.  Investors  are  pay 
up  to  0.75%  a  year  for  fund  growth 
they  can  save  less  than  0.125% 
year — plus  a  few  admimstrat) 
costs — once  the  growth  is  achievt 
Absurd. 

The  folks  at  Dean  Witter  look  1 
sports  compared  with  Kemper.  D< 
Witter  has  lowered  its  manageme 
fee  twice  as  the  fund  has  grown.  Ke 
per's  Investment  Portfolio-Govei 
ment  Plus  fund,  now  at  $3.3  billi 
has  a  12b-l  fee  of  1.25%  and  a  f 
management  fee  of  0.6%.  If  the  mj 
agement  fee  doesn't  decline  as  I 
fund  grows,  where  will  the  savings 
size  come  from? 

What  do  the  directors  who  appro 
these  1 2b- 1  fees  say?  Some  plead  tl 
fund  assets  would  fall  to  zero  if  bl 
kers  were  not  kept  happy  with  th< 
fees.  The  argument  doesn't  wa 
Plenty  of  funds  hold  on  to  their  inv' 
tors  because  they  do  a  good  job 
them  year  after  year.  Other  funds 
tain  investors  because  the  latter  te 
to  be  passive  and  lazy  about  movi 
their  money. 

Whatever  the  SEC  may  choose  to 
about  the  12b-l  monster,  there  iSP 
simple  lesson  for  investors.  Stay  aw  I  j 
from  funds  with  12b-l  loads.  AiU 
don't  expect  "independent"  direc«|f 
to  look  out  for  your  interests.  ■ 
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YOU  KNEW  SPRINT  WENT  EAST 
BUT  DID  YOU  KNOW  HOW  FAR? 

Now  GTE  Sprint  can  take  you  to  the  Pacific  Rim:  Hong  Kong, 
xalia,  Guam,  New  Zealand,  Papua  New  Guinea,  Taiwan,  Thailand 
very  soon,  to  Japan  and  China. 

We  give  you  clear  overseas  connections.  Just  as  clear  as  AT&T's, 
the  same  fast  access.  Only  we  charge  you  less. 
So  call  (800)  521-4949.  Find 

exactly  how  far  we'll  go  to  save  (  V|  j  ^  SPRINT 

°ne^'  You've  got  the  future  on  the  liner 

|  the  Sprint  business  representative  nearest  you. 

:A  (714)  660-8999  •  Atlanta.  GA  (404)  843  0100  •  Boston.  MA  (617)  9337771  •  Chicago.  1L  (312)  364-4600  •  Cleveland.  OH  (216)  642  0180  •  Dallas,  TX  (214)  387-4686 
(313)  827-4900  •  Honolulu.  HI  (808)  528-2000  •  Houston.  TX  (713)  777  3600  ♦  Kansas  City.  KS  (913)  451  8700  •  Los  Angeles.  CA  (213)  515-5353  •  New  York.  NY 
700  •  Philadelphia.  PA  (215)568-4338  •  Phoenix.  AZ (602)  956-6200  •  San  Francisco.  CA  (415)  571  8700  •  Seattle.  WA  (206)  621  7600  •  Washington.  D  C  (703)486  8330 
I  Sprint  ®  Sprint  is  a  trademark  of  GTE  Spnnt  Communications  Corp. 


Statistical  Spotlight 


ing?  Because,  technicians  belij 
they  frequently  make  tremeiu 
moves  once  they  break  out  of 
narrow  range.  (Issues  priced  und 
were  excluded  from  our  list.  So  v 
oil  stocks,  because  that  whole  gr 
has  lagged  behind  the  market.) 

"Generally,  a  stock  that  has  trg 
within  a  very  narrow  range  tend 
explode  when  it  finally  does  m< 
because  it  has  a  lot  of  steam  built  i 
says  Richard  Eakle,  a  technical  i 
lyst  with  Morgan  Stanley  &  Co. 

William  Jiler,  founder  of  the  Tn 
line  charting  service  and  authoi 
books  on  technical  analysis,  looks 
issues  that  have  been  nearly  flat  fc 
least  six  months.  The  longer  a  st 
stays  in  the  doldrums,  he  says, 
more  dramatic  the  eventual  move 

Technical  analysis,  with  its  tall 
"support  levels"  and  "double  ] 
toms"  and  "head  and  shoulders 
mations,"  often  smacks  of  vooc 
ism.  But  there  may  still  be  sometrl 
to  the  breakout  theory.  Analysts  \ 
have  kept  an  eye  on  a  laggard  com 
ny  may  be  skeptical  at  first  of 
improving  fortunes.  But  when  the 
dence  is  convincing,  there's  a  rusl 
buy  orders.  ■ 


Sleepy  stocks 


These  unglamorous  but  profitable  companies  have  all  year,  while  many  better-known  companies  were  dou 
moved  within  a  narrow  20%  price  range  over  the  past    bling  or  tripling.  Time,  perhaps,  for  a  breakout. 


-Price  

Latest 

52-week 

12-month 

Sales' 

Exch 

Company /business 

recent 

high-low 

EPS 

P/E 

(Smil) 

0 

American  Locker  Group/office  furniture,  lockers 

10% 

1 1  Vi—  9% 

$0.43 

25.3 

$23 

0 

Amer  Recreation  Centers/bowling  alleys 

8% 

9%-  8% 

0.48 

18.5 

23 

0 

Guy  F.  Atkinson/construction,  industrial  pipe 

17% 

20  -  17 

1.61 

11.0 

973 

n 

Big  Three  Inds/industrial  gases,  welding  equipment 

24 

26  Vi-    22  Vi 

0.46 

52.2 

834 

0 

Bozzuto's/food  wholesaler 

14 

14  -  14 

1.17 

12.0 

221 

0 

Brenner  Cos/metals  processing 

8 

8-7 

0.81 

9.9 

30 

0 

Connecticut  Water  Service/water  utility 

19% 

20%-  17% 

1.52 

13.1 

21 

o 

Detrex  Chemical  Inds/chemicals 

37 

37   -  31 

2.97 

12.5 

88 

n 

Elgin  Natl  Inds/engineering,  watches 

13% 

15  -  12% 

0.60 

22.3 

140 


0 

Energy  Factors/energy  plants 

19% 

20  Vi-  19 

1.52 

13.0 

28 

0 

Goodheart-Willcox/publishing 

14 

14  -  12 

0.97 

14.4 

7 

n 

Earle  M.  Jorgeusen/metals  processing  &  distribution 

2SV4 

27%-  23  Vi 

1.28 

19.7 

297 

0 

Joslynt/transmission  equip 

31% 

32  -  28 

2.39 

13.3 

162 

0 

Kewaunee  Scientific/lab  furniture  &  equip 

13 

13%-  12  ' 

0.34 

38.2 

60 

a 

Koger/office  buildings 

28% 

30  -  25% 

0.05 

NM 

40 

New  Jersey  Resources/gas  utility 

27% 

29'A-  25 Vi 

2.35 

11.8 

283 

Scope  Inds/animal  feed 

35 

37   -  32% 

3.66 

9.6 

23 

n 

Union  Pacific/railroad 

51% 

54%-  45  Vi 

4.12 

12.5 

7,798 

Vista  Resources/leather  products 

31% 

31%-  29 

2.18 

14.6 

53 

n 

Western  Pacific  Inds/precision  instruments 

135% 

140  -122 

10.48 

13.0 

168 

'Most  recent  fiscal  year,    t Formerly  Joslyn  Manufacturing  &  Supply.  NM: 

not  meaningful 

a:  American  Stock  Exchange,  n: 

New  York  Stock  Exchange 

o:  over-the-counter. 

Sources  Wilshire  Associates,  Santa  Monica,  Calif  ,  ForM 




176  FORBES,  IUNE  16,  19 


In  the  last  year,  when  the  average  stock 
gained  26%,  some  issues  were  asleep. 
Could  there  he  a  few  undiscovered  bar- 
gains left  behind  in  the  recent  rally? 

Rip  Van  Winkle 
stocks 


By  Michael  Ozanian 


over-the-counter  gem.  It  took  off  and 
  is  now  at  50. 

First  of  America  Bank  Corp.,  a  Kala-  The  table  below  lists  profitable 
mazoo,  Mich,  holding  company,  sold  companies  whose  shares  have  traded 
between  8  and  12  for  six  years.  Four  within  a  20%  range  during  the  past 
years  ago  somebody  noticed  this  little    year.  Why  are  such  stocks  interest- 


Check  the  performance  of 
your  stocks  against  McKesson. 


YES 

1.  Are  per  share  earnings  up  10%?  0 

2.  Has  total  return  for  the  past  0 
eleven  years  averaged  21%? 

3.  Are  you  getting  a  4%  yield?  0 

4.  Are  you  benefiting  from  0 
leadership  in  a  growth  industry? 


From  its  base  as  the  nation's  leading  wholesale 
drug  distributor,  McKesson  has  created  a  unique 
computerized  nationwide  distribution  system  for 
nondurable  consumer  goods.  We  serve  some  120,000 
health  care  and  retail  customers  -  from  drugstores, 
hospitals  and  vets,  to  stationers,  supermarkets  and 
wine  and  spirits  stores.  Sales  last  year  reached 
$6.3  billion. 

Tb  learn  more,  call  toll-free  800-952-5656.  Or  write 
McKesson  Corp.,  Box  32,  One  Post  Street,  San 
Francisco,  CA  94104.  We'll  also  send  you  a  list  of 
stockbrokers  in  your  area  who  follow  McKesson. 


RMesson 

Check  us  out  with  your  stockbroker. 


Netherlands 
Sweden 
USSR 


Bahamas 

Brazil 

Canada 

Mexico 

USA 


LONDON 


NatWest: 

a  major  world 


Australia 
Bahrain 
Belgium 

Fed.  Rep.  of  Germany    ^  /  \ 

France  \  / 

Greece 
Hong  Kong 
Ireland 
Italy 


bank 


Japan 
Malaysia 
Monaco 

New  Zealand  \  / 

Singapore 

Spain  vH 
Switzerland  \J 


"Our  traditional  values  of  integrity, 

efficiency  and  quality  of  service  are  the 

sure  foundation  of  this  great  international 

financial  Group."  Lord  Boardman,  Chairman 

National  Westminster  Bank  Group 

£»  Our  track  record  in  international  banking  is  solid.  Over 
the  last  IS  years  the  Group  has  created  an  international 
banking  capability  gaining  strength  and  support  from  our 
deep-rooted  experience  as  a  British  bank.  Growth  on  such 
a  scale  is  a  testament  to  the  Group's  ability  to  master  a 
rapidly  changing  business  environment. 

«f»  We  have  a  relationship  with  most  of  the  world's  top 
corporate  institutions.  Competition  to  provide  finance  to 
the  multi-national  companies  is  particularly  fierce  with  the 
result  that  margins  remain  tight.  However,  our  experience 
shows  that  good  business  opportunities  in  this  sector  will 
continue  to  be  available  and  we  are  poised  to  take  full 
advantage  of  the  emerging  deregulated  markets  in  1986. 
Additionally  we  are  widening  our  customer  base  to 
include  carefully  selected  medium-sized  companies  in 
overseas  markets  where  we  have  built  up  a  thorough 
understanding. 

«T>  Innovation  has  been  the  keynote  of  our  foreign 
exchange  and  money  market  operations.  1985  was  notable 
for  a  strong  contribution  from  our  traditional  treasury 
activities  and  our  increasing  involvement  with  new 
financial  instruments  such  as  interest/currency  swaps, 
options  and  future  rate  agreements. 

&  The  Group's  commitment  to  North  America  continues 
to  grow  successfully  and  provides  an  ever  increasing 
proportion  of  International  Division's  profits,  56% 
compared  with  47%  the  previous  year. 


<S»  We  have  a  significant  operating  base  in  the  United 
States  of  America.  The  parent  bank,  with  its  network  oj 
branches  and  offices  in  the  key  business  centers  of  the; 
United  States,  has  built  up  a  strong  reputation  in  the  mi 
particularly  in  serving  the  needs  of  our  large  corporate 
customers. 

<f»  National  Westminster  Bank  USA,  concentrates  on 
providing  personal,  small  business  and  middle  market! 
banking  services  in  the  metropolitan  New  York  area,  aj 
corporate  banking  services  across  the  nation.  In  1985, 
NatWest  USA  achieved  a  36%  increase  in  net  income  tC 
reach  a  record  US  $54.6  million. 
«T»  The  Group's  US  factoring  subsidiary,  NatWest 
Commercial  Services  Inc.,  achieved  its  first  profitable  y 
of  operation  in  1985. 


Financial  Highlights  1985 

Capital  and  Reserves 
Group  After  Tax  Profit 
Total  Assets 

After  Tax  Return  on  Equity 
After  Tax  Return  on  Assets 

Rates  operative  at  31st  December  1985 


£  million 

US$m 

2,985 

4,3 

442 

e 

72,468 

104,4 

16% 
0.68% 

Copies  of  the  Report  and  Accounts,  which  include  the 
Chairman's  Statement,  may  be  obtained  from: 
The  Manager,  Administration  Section,  Executive  Office 
North  America,  National  Westminster  Bank  PLC 
175  Water  Street,  New  York  NY10038 

&  National  Westminster 

The  Action  Bank 
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IN  THE  USA  REPRESENTED  BY  NATIONAL  WESTMINSTER  BANK  PLC,  NATIONAL  WESTMINSTER  BANK  USA  AND  NATWEST  COMMERCIAL  SERVICES  OFFIC 
NEW  YORK  (212)  602-4000,  CHICAGO  (312)  621-1500,  SAN  FRANCISCO  (415)  956-8304,  LOS  ANGELES  (213)  624-8555,  HOUSTON  (713)  227 
DALLAS  (214)  922-9620,  MIAMI  (305)  372-1400  ATLANTA  SOUTH  EAST  REGIONAL  OFFICE  (404)  584-7388. 
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Capital  Markets 


MONEY  &  INVESTMENTS 

he  market  surely  likes  the  idea  of  mu- 
nicipal bond  guarantees.  But  are  all 
uarantees  the  same? 

PROMISES, 
PROMISES 


By  Ben  Weberman 


te  business  of  insuring  bond  is- 
es,  virtually  nonexistent  in  1980, 
s  mushroomed.  Almost  40%  of 
e  $200  billion-plus  raised  in  the 
pital  markets  last  year  carried 
me  form  of  guarantee  of  interest 
d  principal  payment,  or  "credit 
hancement,"  as  many  call  it. 
me  25%  of  municipals  brought  to 
irket  in  1985  carried  bond  insur- 
ce.  Another  12%  was  backed  by 
nk-issued  letters  of  credit. 
The  market  clearly  likes  the  idea, 
l  A-rated  but  uninsured  tax-ex- 
lpt  electric  utility  bond  due  in  30 
ars  carries  a  return  of  about  8.2% 
sse  days.  Insured,  the  same  utility 
idit  would  trade  to  yield  about 
T%.  The  saving  to  the  utility  in 
*ver  interest  more  than  justifies 
e  insurance  premium  it  pays. 
But  the  value  of  municipal  bond 
surance  is  headed  for  a  tough- 
inded  reexamination.  The  sooner 
s  better,  say  I.  fust  as  states  and 
ies  vary  in  creditworthiness,  so 
the  companies  that  provide  debt- 
rvice  guarantees. 

Standard  &  Poor's,  for  example, 
d  been  rating  bond  insurers  by 
iking  worst-case  assumptions 
out  the  capital  that  would  be 
eded  to  cover  a  1930s-type  de- 


i  Weberman  is  economics  editor  of 
ibes  magazine. 


pression  default  experience.  Now 
S&P's  is  looking  not  just  at  total 
risk  but  at  the  types  of  risk — "hair- 
cuts," as  they  say  in  Wall  Street. 
High-risk  hospital  bonds,  for  exam- 
ple, call  for  more  capital  per  million 
dollars  of  credit  insurance  than,  say, 
state  general  obligations. 

Until  now,  the  market  seemed  to 
think  the  guarantee  of  one  major 
insurer  was  as  good  as  the  guarantee 
of  any  other.  As  S&P's  scrutiny  of 
the  kinds  of  risk  catches  on,  as  I 
think  it  will,  the  range  of  ratings  of 
the  insurers  will  widen. 

Jeffrey  Noss,  manager  of  munici- 
pal research  at  Roosevelt  &  Cross,  a 
small  New  York  municipal  bond 
dealer,  has  done  some  evaluating  of 
his  own.  He  has  worked  out  a  sys- 
tem to  quantify  the  value  of  an  in- 
surer's guarantee.  None  of  the  five 
major  insurers  scored  a  perfect  100 
in  his  rankings.  Perfection,  Noss 
says,  is  always  unattainable. 

Heading  Noss'  list  right  now  is 
Municipal  Bond  Insurance  Associa- 
tion, (MBIA),  with  a  credit  quality 
score  of  98.  MBIA  has  pledged  assets 
of  $24.4  billion  and  net  worth  of  $3 
billion  to  cover  $48  billion  of  in- 
sured credits.  But  it's  not  likely 
MBIA  will  attain  a  perfect  100 
score.  MBIA  is  a  multiline  compa- 
ny— that  is,  its  five  member  insur- 
ance companies  insure  other  busi- 
ness besides  munis,  from  the  same 
pool  of  capital. 

Tied  with  MBIA  at  98,  by  Noss' 
criteria,  is  Financial  Guaranty  In- 
surance Co.  (FGIC),  backed  by  the 
likes  of  General  Electric  Credit,  J. P. 
Morgan  and  Merrill  Lynch.  FGIC 
has  $533  million  of  pledged  assets 
and  $306  million  of  net  worth  to 
cover  $19  billion  of  insurance.  FGIC 
has  been  raised  to  98  because  of  an 


additional  $85  million  of  capital 
pledged  by  its  owners  to  maintain 
net  worth  above  1%  of  total  risk. 

American  Municipal  Bond  Assur- 
ance Corp.  (Ambac),  80%  owned  by 
Citicorp,  gets  a  94  rating.  This 
would  be  raised  if  Citicorp  comes 
through  with  more  capital.  Ambac 
holds  $747  million  of  pledged  assets 
and  $300  million  of  net  worth  for 
$38.6  billion  of  insurance. 

Noss  rates  Bond  Investors  Guar- 
anty Insurance  Co.  (BIGI),  owned  by 
American  International  Group, 
Bankers  Trust,  Salomon  Inc.,  Geico 
and  Xerox,  at  92.  With  $170  million 
of  pledged  assets  and  net  worth  of 
$124  million,  BIGI  covers  $3.2  bil- 
lion of  insurance. 

There  is  a  bit  of  overkill  in  the 
credit  guarantee  business.  I'm  as 
concerned  as  anyone  with  quality, 
but  I  can't  see  the  value  of  insuring 
interest  and  principal  payments  on 
municipal  bonds  issued  by,  say, 
New  York  State  school  districts. 
These  often  carry  ratings  of  A  or 
better  on  their  own  credit  merit.  If  a 
district  is  not  able  to  meet  debt  ser- 
vice, the  state  comptroller  will 
withhold  aid  payments  due,  for  the 
benefit  of  the  bondholders.  Why, 
then,  should  an  investor  care 
whether  a  private  insurer,  which 
may  or  may  not  come  through  in 
crisis,  is  there,  too? 

The  market  right  now  clearly 
doesn't  agree.  Overkill  it  may  be, 
but  investors  seem  to  want  it.  Still, 
be  prepared  for  new  wrinkles  as  a 
result  of  the  popularity  of  "en- 
hancements" and  of  the  growing 
willingness  to  compare  one  insur- 
er's quality  with  another's.  Last  fall, 
after  S&P's  downgraded  Industrial 
Indemnity  Co.'s  rating  as  an  insurer 
from  AAA  to  AA,  the  quality  rat- 
ings on  almost  300  issues,  worth 
some  $6  billion  guaranteed  by  In- 
dustrial Indemnity,  were  similarly 
marked  down.  The  market  for  is- 
sues insured  by  Industrial  Indemni- 
ty and  associated  Health  Industry 
Bond  Insurance  fell  sharply  while 
investors  and  dealers  evaluated  the 
significance  of  the  change.  Similar- 
ly, U.S  Fidelity  and  Guaranty  credit 
was  reduced  in  April  to  AA  from 
AAA  by  S&P's,  affecting  the  credit 
rating  of  75  issues. 

Moral:  Go  for  insured  issues  only 
if  the  cost  of  that  insurance  to  the 
investor — it  reduces  the  yield  on 
long-term  bonds  about  25  basis 
points — is  justified  by  market 
spreads  between  high-grade  and 
lower-quality  issues.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


Bored  staring  at  IBM?.  So  are  a  lot  of 
venturesome  money?  runners.  The  market 
seems  ready  to  enter  a  new  phase. 

STOCKS  FOR 
THE  SATIATED 


By  Susan  Lee 


A  maturing  bull  market  like  this 
one  presents  an  interesting  ques- 
tion. After  money  managers  have 
satisfied  the  itch  to  take  some  prof- 
its, what  do  they  do  with  their  cash, 
given  that  they  believe  the  bull  mar- 
ket has  a  way  to  run?  Well,  some  of 
them  hunker  down  and  buy  out-of- 
favor  stocks,  like  oil,  while  others 
search  around  for  stocks  that  some- 
how got  left  behind.  Here  are  some 
of  the  names  they're  looking  at. 

Small  technology  companies  are 
at  the  top  of  most  lists.  John  Wester- 
gaard  of  the  Westergaard  Fund  likes 
Comtrex  Systems,  a  New  Jersey 
company  that  makes  point-of-sale 
terminals.  These  are  not  only  elec- 
tronic cash  registers  but  systems 
that  can  generate  enormous 
amounts  of  information,  including 
how  fast  a  product — or  a  salesper- 
son— is  moving. 

So  far  Comtrex'  biggest  customer 
has  been  the  Revco  discount  drug- 
store chain,  but  it  just  became  the 
subcontractor  on  a  big  contract  that 
Wang  landed  with  the  Air  Force. 
The  Air  Force  plans  to  install  termi- 
nals in  its  cafeterias  and  officers' 
clubs  as  a  cost-saving  measure.  Re- 
cently Comtrex  was  selling  at  7. 
This  year  it  earned  10  cents  a  share, 


Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 


and  Westergaard  thinks  it  will  earn 
55  cents  next  year. 

Another  small  technology  com- 
pany, one  which  a  fan  calls  a  "real 
blue-sky  situation,"  is  Diagnostic, 
Inc.  This  Minneapolis  firm  pro- 
duces an  acid  that  helps  cataract 
patients  retain  fluids  during  sur- 
gery. Previously,  drugmakers  had  to 
rely  on  an  acid  that  was  derived 
from  rooster  combs. 

Coopervision,  which  is  a  major 
hitter  in  the  eye  care  field,  owns 
almost  one-third  of  the  firm,  so 
money  runners  expect  it  will  be  ag- 
gressively marketing  this  particular 
product.  Last  year  the  company  lost 
20  cents  a  share.  This  year  it  should 
earn  5  cents,  but  next  year — and 
here's  some  blue-sky  estimates — 
Diagnostic  could  earn  anywhere  be- 
tween 30  cents  and  $1. 

Lower  interest  rates,  which  have 
touched  off  a  housing  boom,  have 
made  some  money  runners  keen  on 
home  furnishing  stocks.  Neil  Eigen 
at  Irving  Trust  likes  Kincaid  Furni- 
ture. This  North  Carolina  company 
makes  solid — no  veneers  or  other 
material — wood  furniture,  which  it 
sells  to  retailers  all  over  the  U.S. 
The  furniture  is  "American  tradi- 
tional," and  medium  priced. 

Eigen  says  that  Kincaid  recently 
expanded  capacity  with  a  new  plant 
in  Hudson,  N.C.  "Now  that  the  ex- 
pansion phase  is  behind  them,  and 
they're  adding  new  customers,  this 
will  be  an  exciting  growth  story 
over  the  next  few  years,"  he  says. 
Some  money  managers  estimate 
that  earnings,  which  are  48  cents 
this  year,  could  be  $1.10  next  year. 

Laird  Grant  of  U.S.  Trust  is  hot 
for  another  company  that  sells  me- 
dium-priced furniture — Seaman 
Furniture.  This  retailer  has  been  ex- 


panding in  the  New  York  area.  (L 
Crazy  Eddie,  Seaman  uses  satu 
tion  advertising  that  can  drive  j 
sane  insane.) 

According  to  Grant,  five  years  i 
Seaman  decided  to  offer  "inst} 
gratification  furniture."  Insteadl 
having  to  wait  six  months  for  a  p 
ticular  color  or  fabric,  customi 
can  choose  from  rooms  and  rooi 
of  furniture — with  limited  choii 
of  upholstery — and  have  the  stj 
delivered  the  next  week.  That  la 
ers  costs,  too.  Grant  says:  "They 
wonderful  things  with  their  aver; 
sales  per  square  foot  and  invento 
turnover  compared  with  the  indl 
try."  (Although  she  admits  that  i 
expansion  could  slow  their  grow; 
from  over  50%  in  1984  to  arou 
25%  over  the  next  few  years.) 

Munsingwear  is  a  Minneapo 
firm  producing  brand-name  me: 
and  boys'  underwear,  sportsws 
and  sleepwear  that  it  wholesales 
big  department  stores.  It  also  ha( 
women's  division  that  makes  i 
mentionables  marketed  under  t 
name  Vassarette. 

Money  runners  think  that  Mu 
singwear  could  be  a  strong  tui 
around  situation.  The  company  h 
been  very  poorly  managed — indet 
it  almost  went  bankrupt.  Amo 
other  problems,  the  company  hac 
lot  of  debt  and  trouble  meeting  c 
livery  schedules.  Two  or  three  yes 
ago,  however,  a  new  manageme 
team  came  in,  cleaned  house  a 
jazzed-up  Munsingwear's  line  to  i 
elude  more  fashion  items.  Fai 
think  that  earnings  should  doulj 
over  the  next  two  years.  "A  re 
sleeper  stock,"  says  one. 

And,  finally,  there's  Handlem; 
Co.,  a  leading  distributor  of  prei 
corded  music  in  the  U.S.  Basicall 
Handleman  will  go  into  a  store  su< 
as  Sears  or  K  mart  and  simply  ni 
the  music  department.  Quite  cle 
erly,  Handleman  waited  until  tl 
price  of  videocassettes  dropped  b 
fore  getting  into  the  business. 

Grant,  who's  big  on  Handlemai 
cautions  that  its  business  is  sen; 
•tive  to  Michael  facksons — whs 
they  sell  big,  it  sells  big.  Noneth 
less,  she  expects  the  compan 
which  sells  at  34 Vi,  to  earn 
this  year  and  $2.25  next  year. 

Until  now,  the  market  has  bee 
led  up  by  the  big  blue-chip  stock 
Could  be  we're  entering  the  ne: 
phase,  when  the  action  moves  ' 
secondary  stocks  and  special  situ 
tions.  Meaning  there's  still  mone 
to  be  made.  ■ 
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How  to 

cover  your 

naked  stock 
with 
options. 


Most  stock  sits  naked,  unprotected  in 
today's  volatile  markets.  But  with  options, 
it  doesn't  have  to  be.  Because  for  any 
kind  of  market  volatility,  there  is  a  stock 
option  strategy  to  help  you  contend  with 
it.  Or  profit  from  it. 
A  STRATEGY  IN  ACTION. 
When  you're  bearish,  the  options 
strategy  of  writing  covered  calls 
can  be  an  effective  tool.  Because 
it  lets  you  limit  your 
downside  risk  while 
increasing  the  cash 
flow  from  your  portfolio. 

In  writing  covered 
calls,  you're  selling 
someone  else  the  option  to  buy  shares 
of  a  stock  you  own  at  a  certain  price 
over  a  limited  period  of  time.  This  earns 
you  a  premium-a  payment  for  the 
option  you've  sold. 

Say  you  own  1000  shares  of  XYZ 
stock  trading  at  $50.  You  think  ifs 
headed  for  a  short  term  loss,  but  you're 
bullish  over  the  long  haul.  You  simply 
write  a  contract  of  1 0  three-month  calls  on 
XYZ  at  $50.The  premium  is  $4  a  share 
so  the  options  are  worth  $4,000. 

This  becomes,  in  effect,  protection 
against  a  $4  per  share  decline  in  the 
market  value  of  XYZ.  And  the  premium 
becomes  profit  if  the  stock  price  doesn't 
decline. 

But  remember,  in  writing  covered  calls, 
you're  selling  someone  else  the  right 
to  buy  your  stock  during  the  life  of  the 
option.  So  if  XYZ  rises  to  $58,  chances 
are  the  option  will  be  exercised.  You'll 
have  to  sell  your  shares  at  $50  unless 
you've  previously  bought  back  the  option. 

Ifs  a  strategy  that  limits  risk  by  the 
amount  of  the  premium.  One  that  affords 
you  portfolio  income  and  a  cover  for 
your  naked  stocks. 
THE  OPTIONS  PROFESSIONALS: 
No  one  knows  more  about  options  than 
,det  of  *»  csv*0  The  Options  Exchange.  As  the  world 

leader  in  options,  CBOE  has  consistently 
provided  the  depth  and  liquidity  investors 
seek  in  a  market.  CBOE  pioneered  listed 
options  and  offers  years  of  experience 
in  trading  other  exchanges  can't  match. 

Options,  like  all  investments,  involve 
risks  and  are  not  for  everyone.  For 
important  information  on  the  character- 
istics and  risks  of  options,  call  your 
broker  or  The  Options  Exchange  for  the 
options  disclosure  document.  Call: 
(800)  535-CBOE.  In  Illinois,  call 
(312)  786-7442. 


_  The 
,  Options 
'  Exchange 


Each  options  contract  covers  100  shares  of  stock.  So  with 
-just  10  contracts,  you  can  cover  a  1000  share  position. 


Options  are  traded  on  over  160  stocks  at  The  Options 
_Exchange.  We're  the  options  professionals  and  the  only 
"exchange  devoted  exclusively  to  options. 


By  writing  options  on  the  stock  you  own,  you  can  generate 
.extra  portfolio  income.  Ifs  a  conservative  options  strategy. 


THE 
OPTIONS 

EXCHANGE 


C 1986,  Chicago  Boatd  Options  Exchange 


Stock  Trends 


MONEY  &  INVESTMENTS 


Whatever  tax  bill  emerges,  I  will  bet  my 
1040  that  the  poor  will  be  richer  and  the 
rich  and  the  corporations  will  be  poorer. 

TAXING  MARKET 


By  Ann  C.  Brown 


Until  investors  get  a  better  handle 
on  what  the  corporate  tax  picture 
may  look  like  come  1987  (not  to 
mention  their  own  personal  status 
with  the  IRS),  don't  expect  miracles 
from  the  stock  market.  Once  the 
full  Senate  bends,  folds  and  finally 
passes  the  revenue  reform  proposal 
of  Messrs.  Packwood  et  al.,  its  bill 
still  must  go  to  a  joint  conference 
committee.  There,  members  of  both 
houses  and  both  parties  will  indulge 
in  ritual  give-and-take — giving  as 
little  as  possible  in  order  to  take  all 
the  credit  for  the  resultant  piece  of 
legislation.  It  could  be  months  be- 
fore Mr.  Reagan  pens  tax  reform 
into  law,  considering  the  number  of 
special  interests  to  be  heard  from, 
the  length  of  the  congressional 
summer  recess  and  the  amount  of 
free  media  exposure  available  to  in- 
cumbents running  for  reelection 
later  on  this  year. 

After  an  exhausting  study  of  both 
the  House  and  Senate  tax  revision 
plans,  I  have  come  to  the  conclusion 
that  whatever  bill  finally  emerges, 
it  won't  be  "revenue  neutral."  Ap- 
pearances and  rhetoric  notwith- 
standing, in  the  final  analysis  the 
poor  and  the  government  will  be 

Ann  C  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC.  Brown  &  Associates 


slightly  richer  and  the  rich  and  the 
corporations  will  be  more  than 
slightly  poorer.  Nothing  new— ex- 
cept the  convoluted  means  to  a  fa- 
miliar end. 

What  will  likely  result  from  tax 
reform  that  could  affect  investors? 
Here  are  a  few  educated  conjec- 
tures, which  may  provide  some 
wholesome  food  for  thought  for 
those  interested  in  their  financial 
future.  For  one  thing,  it  appears  al- 
most certain  that  there  no  longer 
will  be  any  preferential  treatment  of 
capital  gains.  Whether  the  max  tax 
rate  is  27%  or  38%  (it  probably  will 
split  the  difference  at  33%,  the 
same  as  the  proposed  rate  on  corpo- 
rations), the  fact  is  the  tax  on  six- 
month-plus  gains  will  be  noticeably 
higher  than  it  now  is.  This  could 
cause  a  number  of  stockholders 
with  existing  large  unrealized  gains 
to  decide  to  bail  out  at  today's  lower 
rate,  which  could  put  pressure  on 
the  stock  market  over  the  balance  of 
the  year.  On  the  other  hand,  if  most 
tax  shelters  are  to  be  phased  out, 
much  of  the  money  heretofore  di- 
rected into  those  vehicles  could  be- 
gin to  flow  into  equities. 

Should  the  lawmakers  decide  to 
remove  the  deductibility  of  IRAs 
for  all  except  persons  who  do  not 
have  employer-provided  retirement 
plans,  the  stock  market  could  lose  an 
important  source  of  new  capital. 
Temporarily,  at  least.  Employers 
would  find  themselves  under  heavy 
and  profit-costly  pressure  to  provide 
equivalent  coverage  for  employees, 
which,  in  time,  should  both  expand 
and  increase  pension  funds  and  prof- 
it-sharing trusts,  thus  filling  the  cap- 
ital void  left  by  the  curtailed  IRAs. 

Other  items  affecting  individual 
taxpayers/investors  are  the  almost 


Tot 
m 
U.F 
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certain  repeal  of  the  current  $1C 
individual  exclusion  of  dividend  ii 
come  and  the  end  of  miscellaneoi 
deductions  related  to  income  genei 
ated  from  investments,  such  as  qu; 
si-educational  fun-in-the-sun  sem 
nars,  safe  deposit  box  rem 
charges,  etc.  Professional  publics 
tions  will  probably  retain  their  ta 
deductible  status  (politicians  hat 
to  offend  the  media),  and  most  a< 
counting  and  legal  fees  should  sta 
off  the  final  hit  list  (politicians  ai 
mostly  lawyers). 

On  the  corporate  side,  it  may  tak 
some  time  and  a  Ph.D.  in  creativ 
accounting  to  determine  exactl 
which  businesses  are  likely  to  win 
lose  under  tax  reform.  The  Senat 
bill  has  targeted  for  elimination  a 
kinds  of  consumer  interest  pay 
ments,  including  credit-card  carry 
ing  charges  and  car  loans.  Even  in 
terest  on  loans  to  finance  invest 
ments  would  be  deductible  only  u 
to  an  amount  equaling  dividend  arn 
interest  income  and  other  incom 
from  investments.  Somehow,  I  be 
lieve  the  retail  and  automobile  lob 
byists  will  see  to  it  that  consume  UllSl 
interest  paid  on  the  purchase 
most  goods  and  services  remains  del 
ductible.  The  financial  special  in 
terests  are  not  nearly  as  broad-basen 
and  powerful,  and  some  kind  of  ca 
on  borrowing  for  investment  pur 
poses  could  be  enacted. 

Unless  things  change  markedly 
the  probable  tax  reform  packagi 
could  have  negative  implication 
for  smaller  high-technology  compai 
nies,  corporations  that  pay  tokei 
dividends  and  companies  that  del 
pend  heavily  on  the  likely-to-be-rel 
pealed  investment  tax  credit.  Real 
estate  company  and  savings  anil 
loan  earnings  could  be  adversely  afj 
fected  by  the  plans  presently  outj 
lined.  And  those  companies  tha; 
maintain  sizable  inventories  could 
find  their  profits  hurt  if  some  of  th« 
costs  associated  with  these  inven) 
tories  have  to  be  capitalized  ove: 
future  periods  instead  of  expensed 
as  they  now  are.  Many  banks,  insur 
ance  companies  and  capital-inten; 
sive  businesses  also  could  be  hare 
hit  if  the  proposed  minimum  taj 
measures  go  into  effect. 

So  what's  left  to  buy?  H&R  Block 
(39).  Even  after  tax  reform,  mosl 
Americans  still  will  have  to  prepare 
and  file  returns  for  Uncle  Sam — j 
well  as  Nephew  New  York  or  Co 
in  California,  etc.  And  I  will  bet 
1040  things  will  be  more  confus 
than  ever.  I 
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We've  Changed 
Our  Name. 

3ut  Not  Our  Direction! 

To  better  reflect  our  balanced  interests  in  foods  and 
averages  and  tobacco,  we've  changed  our  name  from 
J.  Reynolds  Industries  to  RJR  Nabisco. 
But  our  new  name  does  not  signal  a  change  in  direction 
r  our  company.  Our  goal  remains  the  same:  to  become 
e  most  efficient  producer  and  effective  marketer  of  quality 
msumer  products  in  the  world. 

Today  we  Ye  one  of  the  world's  largest  and  most  profitable 
msumer  products  companies.  We  have  more  than  200 
ands  in  39  major  product  categories.  We  market  our 
mous  brands  around  the  globe,  and  this  year  our  sales 
II  exceed  $20  billion. 

Tomorrow  we're  going  to  be  bigger  and  better. 


RJR  Nabisco  is  the  parent  company  of: 


•isco  Brands,  Inc. .  .  .  $10  billion  and  growing,  with 
ous  food  and  beverage  brands  including  Oreo 
kies,  Ritz  crackers,  Del  Monte  fruits  and  vegeta- 
,  Planters  snacks,  Life  Savers  candy  and  Hawaiian 
ch  beverages. 

Reynolds  Tobacco  Company  . .  .  makes  one  of 
y  three  cigarettes  sold  in  the  U.S.,  including  three 
le  top  ten  best-selling  brands,  and  has  a  major 
y  in  every  important  cigarette  category. 

Reynolds  Tobacco  International,  Inc. . . .  has  10 

irette  manufacturing  plants  and  20  licensing 
iements  and  serves  smokers  in  more  than  160 


countries  and  territories  with  globally  popular  brands 
and  brands  tailored  to  regional  and  local  tastes. 
Kentucky  Fried  Chicken  Corporation  . . .  every  day 
serves  nearly  3  million  meals  of  its  famous  "finger- 
lickin'good"  chicken  in  more  than  6,000  quick-service 
restaurants  in  56  countries. 

Heublein  Inc. . . .  makes  Smirnoff,  the  world's  most 
popular  vodka,  and  sells  a  broad  lineup  of  other  pre- 
mium spirits,  wines  and  imported  beers. 
RJR  Archer,  Inc. .  .  .  provides  a  wide  range  of  innova- 
tive and  quality  packaging  for  the  consumer 
products  industry. 


RJR  Nabisco,  Inc.    Corporate  Headquarters    Winston-Salem,  NC  27102 


The  Contrarian 


MONEY  &  INVESTMENTS 


Are  stocks  that  sell  at  a.  low  multiple  of 
cash  flow  a  good  bet  for  appreciation? 


CASHING  IN 


By  David  Dreman 


How  useful  is  cash  flow  analysis  for 
picking  stocks?  Some  people  say  it 
is  more  useful  than,  for  example, 
earnings,  where  management  can 
use  accounting  legerdemain  to 
boost  or  sometimes  decrease  earn- 
ings substantially.  Cash  flow  adher- 
ents claim  that  this  cannot  be  done 
with  their  method. 

I  recently  decided  to  test  the  cash 
flow  claims.  Can  you  really  make 
big  hits  by  selecting  companies  that 
sell  at  a  low  multiple  of  cash  flow? 

What  did  I  find?  A  glance  at  the 
table  gives  the  answer:  Cash  flow  is 
a  winner.  Not  an  unqualified  win- 
ner, to  be  sure — perhaps  nothing 
is — but  certainly  a  winner. 

In  the  study,  I  collaborated  with 
Professor  Michael  Berry  of  the  Dar- 
den  School  of  the  University  of  Vir- 
ginia and  Mitch  Stern,  a  Ph.D.  can- 
didate there.  It  measures  the  returns 
of  up  to  750  of  the  nation's  largest 
public  companies,  from  Apr.  1,  1963 
to  Mar.  31,  1985. 

We  separated  the  stocks  into  five 
equal  groups  and  ranked  them  each 
year  according  to  the  ratio  of  their 
cash  flow  to  market  price.  The  re- 
turns were  measured  annually.  The 

David  Dreman  is  managing  director  of 
Dreman  &  Embry,  Investment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 


lowest  price  to  cash  flow  is  in  the 
first  row,  the  highest,  the  fifth. 

Two  different  time  periods  were 
used.  The  first  was  the  full  22-year 
length  of  the  study;  the  second,  the 
seven  years  ending  in  early  1985,  a 
period  of  particularly  strong  mar- 
kets. In  each  case  the  total  return 
was  broken  down  into  appreciation 
and  dividends. 

As  you  can  see,  cash  flow  worked 
pretty  well  in  both  periods.  The  low- 


Contrarian  cash  flow 

Long  term — over  the  last  22  years, 
Apr.  1,  1963-Mar.  31,  1985— in- 
vestors who  gauged  value  by  cash 
flow  instead  of,  say,  earnings 
alone  would  have  fared  well. 

Price  to 
cash  flow 
by  group 

Total 

return  Appreciation  Dividend 

Lowest 

20.1%  14.6% 

Second- 
lowest 

14.3          8.0  6.3 

Middle 

8.7           3.2  5.5 

Second- 
highest 

8.0           3.8  4.2 

Highest 

10.7           8.2  2.5 

Over  the  last  seven  years — Jan.  1, 
1978-Mar.  31,  1985— a  particu- 
larly strong  market  period,  the 
practice  also  would  have  worked 
well. 

Lowest 

27.4%       21.0%  6.4% 

Second- 
lowest 

20.1          12.2  7.9 

Middle 

17.4         11.4  6.0 

Second- 
highest 

19.4         15.3  4.1 

Highest 

16.5          14.2  2.3 

Source  Dai  id  Dreman,  u  itb  Professor  Michael 
Berry,l  nwersity  of  Virginia 

er  the  stock's  price  to  cash  flow  rat: 
the  higher  the  return  usually  i 
However,  if  you  look  at  the  seco: 
column  closely,  you  will  see  th, 
cash  flow  was  not  always  a  goo 
indicator  of  appreciation.  In  fact, 
second-highest  appreciation  o 
the  22-year  study  and  the  secom 
and  third-highest  of  the  1978-85  p 
nod  came  from  the  stocks  with  t] 
lowest  cash  flow  to  price. 

Cash  flow,  it  seems,  is  best  i| 
predicting  well  above  average  div 
dend  yield;  the  stocks  with  ti 
highest  cash-flow-to-pricc  yielde) 
about  2.2  times  as  much  as  the  lo 
est  for  the  22-year  period,  and  2 
times  more  over  the  past  seve 
years.  This  analysis,  although  not 
consistent  in  finding  stocks  that  a; 
preciate  as  the  low-P/E  method  i: 
works  well  in  tandem  with  it  an| 
provides  a  good  tool  to  help  yo 
pick  stocks. 

Using  a  combination  of  cash  flo 
and  low  P/Es,  here  are  three  comp 
nies  that  look  good  today: 

Chrysler  (38)  is  down  20%  from  i 
year's  high  of  47.  Even  with  reduce^ 
U.S.     car     production,  earmni 
should  be  over  $5  per  share  in  198 
which  would  make  it  Chrysle: 
second-best  year.  The  stock  tradi 
under  3  times  its  cash  flow  and  a 
P/E  of  4.  The  company  recentl 
raised  its  dividend  to  25  cents  iron 
16.7  cents,  and  with  strong  earning) 
and  cash  flow  another  dividend  in 
crease  is  likely  before  year-end. 

lord  Motor  (77)  will  show  earning 
slightly  down  from  the  1984  peak 
but  should  still  earn  close  to  $12  pej 
share.  In  spite  of  its  sharp  runu 
Ford  is  still  moderately  priced,  tra< 
ing  at  a  P/E  ratio  of  6  and  a  pnee-ta 
cash-flow  ratio  of  3.5.  The  company 
recently  increased  its  dividend  to  j 
S3.30-per-share  annual  rate.  With 
strong  financial  position,  it  coul( 
boost  the  rate  again  at  year-end  or  in 
early  1987.  The  stock  currentb 
yields  4.3%. 

Texaco's  (32)  position  in  ch< 
Pennzoil  case  should  be  greatly  bol 
stered  by  the  recent  announcemen 
that  the  New  York  State  Attorney 
General  expects  to  file  a  "friend-of 
the-court  brief"  on  behalf  of  ths 
company.  The  brief  will  state  thai 
New  York  law  was  incorrectly  ap 
plied  in  the  Texaco/Pennzoil  case 
Even  with  sharply  depressed  o 
prices  Texaco  should  show  earning! 
well  above  $3  per  share  this  yeari 
The  stock  trades  at  a  P/E  of  6,  has  i 
price-to-cash-flow  ratio  of  under 
and  a  yield  of  9.3%.  ■ 
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REAL  ESTATE 


BUSINESS  SERVICES 


OOT  RIVER  RANCH— 

ing  both  sides  of  six  miles  of 
foot  River,  10  miles  below 
1  just  over  an  hour  from  com- 
ports. This  1700-acre  property 
xtb  fishing  on  a  non-floatable 
ne  of  Montana's  most  beautiful 
i  custom  built  owners'  resi- 
ed  at  over  $500,000  and  over  7 
nmon  boundary  with  the  U  S. 
vice.  Magnificent  stands  of 

and  Aspen  broken  up  by  lush 
parks,  sloughs  and  a  spring 
ice  has  been  reduced  to 

to  accomplish  a  1986  sale, 
lusive  agent  for  sellers: 
II,  Inc.,  P.O.  Box  1924, 
IT  59103  (406)  252-2155 


IERN  CALIFORNIA 
RANCH 

ded  acres  in  Upper  Ojai 
veen  Los  Angeles  and  Santa 
cenic,  secluded  with  trees, 
creek,  meadows,  flat  and 
Is.  58  legal  parcels  with  see- 
District  water,  power,  tele- 
toric  cattle  and  horse  ranch 
ting  real  estate  value  in  fast 
entura  County.  All  or  part 
Free  &  clear  with  Buyer 
lusive  Agent: 
Jt.  W.  Kohler,  Inc. 
an  Marcos  Ranch 

Star  Route 
arbara,  California  93105 
(805)  683-1992 


OMING— We  are  proud  to 
the  Upper  South  Fork  of  the 
er's  most  famous  ranches.  The 
r  9  Ranch  is  totally  private, 
y  by  the  river  and  National 
immaculate  700-acre  deeded 
unodates  a  working  cattle 
one  of  the  most  magnificent 
he  Northern  Rockies.  The 
anicured  building  compound 
e  attractive,  well-maintained 
e  original  restored  homestead 
complete  set  of  operating  im- 
Competitively  priced  at  just 
>n  Contact  Exclusive  Agent 
s:  Hall  &  Hall,  Inc.,  P.O.  Box 
s,  MT  59103,  (406)  252-2155. 


Hilar  Montana  Ranch 

the  Swan  River.  A  Blue  Ribbon 
lowing  from  glacial  peaks,  bor- 
il  forest.  Extensive  big  game  in 
s  areas  within  hiking  distance, 
large  natural  meadows,  landing 
hoolhouse  Vi  mi,  3  bedroom 
am.  Magnificent  glacier  moun- 
uiet,  peaceful,  safe,  60  min. 
)nal  Airport.  Owner  terms.  Call 
ey  Realty  Box  886  Kalispell, 
11  406-755-7631. 


ATE  REAL  ESTATE 

as  a  tax  deduction  to  a  nat'l 
lucational  group.  We  are  an 
i01-C-3  professional  society 
disallowance  in  our  16  yr. 

1ICAN  SOCIETY  FOR 
NMENTAL  EDUCATION 

ect  East:  603-643-3536 
ist:  714-496-3238 


■ANEOUS  FOR  SALE 

WENT  GEMSTONES! 
iTEED  LIQUIDITY!!! 

lie  catalog.  Satisfaction  Gtd 
Member:  Jewelers  Board  of 
nber  Commerce,  American 
issn 

>USE  OF  ONYX 

).  One  Main  Street 
ville,  Kentucky  42345 
FREE  1-800-626-8352 


before  you  hire 

CROSS  OUT  THE 
CROOKS' 


Mover  40%  of  pvoplt  ar«  dithonost) 

Nationwide  hundreds  of  Cor- 
porations use  P.O.S.  PRE-EM- 
PLOYMENT OPINION  SURVEY 
(a  ona  paea  quntionnairt) 

♦  PROVEN  VALID 

♦  LEGAL  IN  ALL  STATES 

♦  EASV  TO  UTILIZE 

♦  COST  VERY  LITTLE 
For  compltta  information 
writ*  or  phon*  IToll  FrMl 

'P.O.S.  Corporation 

P.O.  Box  48232  •  Chicago.  I L  60648 
1-800  -  6214O08 


Fortune  Cookies 
^^With  YOUR  Sayings 

Great  for  Sales,  Promos,  Parties 
Ship  Anywhere 
Minimum  order:  (\ " 
100  cookies 
Toggle  Inc.  (212)  724-2047 


USE  OUR  TOLL  FREE  800  LINES 
FOR  YOUR  NEXT  PROMOTION! 

Get  the  800  advantage  to  increase  prof- 
itability. Save  time  &  money.  We'll 
take  orders,  leads,  &  messages.  24 
hours  a  day.  All  50  States  &  Canada. 
Professional  &  Economical  Service. 
AMERICAN  ADVANTAGE  800. 
1-800-628-2828  ext.  100. 


YACHTS 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  a  bargain  sale  to  a  charity,  our  cash 
purchase  +  your  income  tax  savings  give 
you  a  substantial  financial  return. 
Airplanes,  Real  Estate  &  Motor  Vehicles. 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


SALES  APPOINTMENTS 


SALES  APPOINTMENTS 

We  make  your  Salesmens  Appointments 
Insurance  Professionals 
WRITE  OR  CALL 
APPOINTMENT  MAKERS 
710  Wilshire  Blvd.  #204 
Santa  Monica,  CA  90401 
CALL  TOLL  FREE 
1-800-523-0835  in  Calif. 
1-800-222-2923  Western  U.S. 
(213)  395-4004  Local 


TRAVEL 


WE'VE  GOT  YOUR  ISLAND 
ISLANDS  UNLIMITED,  INC. 

Fine  Charter  Yachts,  Crewed  Or  Bareboat 
Caribbean,  Polynesia,  Bahamas  The  Best 
Vacation  Value  Available  for  discriminat- 
ing tastes. 

We  know  enough  to  do  it  right 
Islands  Unlimited  Inc. 
Box  1743    Telluride,  Co.  81435 
1-800-354-8822 


BUSINESS  OPPORTUNITIES 


SAVE  TAX  $ 

Take  advantage  of  significant  writeoffs. 
Donate  your  Doat,  motorhome,  auto  or 
aircraft  to  an  IRS  approved  non-profit 
educational  foundation  for  handicapped 
and  normal  children  in  Albuquerque, 
NM  All  donations  are  100%  of  value  tax 
deductible. 

EARTHSONG 
Contact  Scott  Milliken  •  (505)  298-7569  collect 


horbes  Market/O 


BUSINESS  OPPORTUNITIES         BUSINESS  OPPORTUNITIES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00  Per  Sq.  Ft. 


Modern  technology,  excellent  craftsmanship,  and  American  ingenuity  has  resulted  in  a 
housing  design  with  standard  features  not  found  in  homes  selling  at  twice  the  price. 
•  Fully  Insulated  •  Thermo  Pane  Windows  •  Cathedral  Ceilings  •  Exterior  Decks 
•  Quality  Construction  •  FHA  and  VA  Accepted  •  Built-in  Computer  Center— which 
allows  the  home  to  perform  many  functions  for  the  occupants.  •  Interior  Design  Flexibility 
EAGLE'S  NEST  HOMES  is  seeking  one  district  representative  to  establish  retail  sales. 
•  Unlimited  Income  Potential  •  Protected  Territory  •  Factory  Training  • 
•  No  Real  Estate  License  Required  •  Investment  Securied  by  Model  Home  • 
Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model 
home.  Home  may  be  lived  in  or  used  as  an  office.  Call  Mr.  Fare 
collect  (404)  255-0728,  6363  Roswell  Rd.,  Suite  B,  Atlanta,  GA  30328 


OWN  YOUR  OWN 
APPAREL  STORE 


Own  your  own  Jean-Sportswear, 
Ladies  Apparel,  Childrens,  Large 
Size,  Petite,  Maternity,  Dance 
wear  or  Accessories  store.  Jor 
dache,  Chic,  Lee,  Levi,  Izod 
Gitano,  Tomboy,  Calvin  Klein 
Sergio  Valente,  Evan  Picone,  Li; 
Claiborne,  Members  Only,  Guess 
Healthtex,  over  1000  others 
$14,300  to  $25,900  Including  In- 
ventory, Training,  Fixtures,  Grand 
Opening  etc.  Can  Open  15  Days. 
Call  For  Mr.  Loughlin  (612) 
888-6555. 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise. Over  600  others  have,  ask  them. 
Call  today  for  tree  information. 

Speedy*' 

Prirttmg  Csntera 

23131  VERDUGO  DRIVE 
LAGUNA  HILLS,  CA  92653-1342 
CALL  1-800-854-3321 


■rpW    15,000  BUSINESSES 
FROM  COAST 
TO  COAST 
No.  Brokerage  Commission 
inquiries  &  listings  welcome  ' 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
V   Toll  Free'800-327-9630 
'/  m  Flo  call  800  533  ■4663 


National  Restaurant 
Exchange,  Inc. 

Inquiries  and  Listings  Welcome 
No  Brokerage  Fees  or  Commissions 
^sALf^  Nationwide:  800-624-5977 
Texas:  800-443-1569 
Local:  214-722-8465 
Restaurants  For  Sale  •  Coast  to  Coast 
Restaurant  Owners  Multiple  Listing  Service 


S$S  FOR  SALE  BY  OWNER  $$$ 

y?  Billion  $  Worth  of  Businesses  with 

No  Brokerage  Fees  Buyers  or  Sellers  Welcome 
Toll  Free  1-800-233-2115   In  TX 1-214-980-4865 

GREAT  WESTERN  /"-*Vi 

BUSINESS  EXCHANGE,  INC.    (  0 

14114  Dallas  Pkwy.,  #220  Xj^l^jr 
Dallas,  Texas  75240 


EXECUTIVE  GIFTS 


ULTRA  VERSATILE  WALK 
FAN  IS  COOLI  All  in  one  com- 
pact WALK  FAN  keeps  you  cool, 
eliminates  unpleasant  odors 
cigarette  smoke  &  fragrances  the 
air  with  perfume  dispenser. 
That's  not  all!  Also  features 
flash/reading  light,  thermometer, 
mirror,  calendar  clock.  Light  du- 
rable can  take  it  with  you  Battery 
operated  fan  keeps  you  cool  while 
applying  make-up.  Fan-tastic  fun  practical  gift  for 
guys/gals  Order  WALK  FAN  only  $28.95  +  $2  00 
shippg  handlg  LuWIz  Int  l.  P  0  46686.  Cincinnati, 
OH  45246.  Batteries  not  ml 


ALL  NAME  BRANDS 
FAST-FRESH-CHEAP 

1-800-JR-CIGAR 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stytisn  3  Vfe"  |or 
state  width|  Great  Birth- 
day or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94 1 3 1        (415)  MS-AIM 


SPORTS 


PEBBLE  BEACH  GOLF  CAP — 

$15.00.  With  PB  Give  $22.00.  Add 
$5.00  shpng.  PB  Ptr—  $60.00— vsor 
$10.00,  Twl  $10.00,  Shrt  $30.00,  Swtr 
$40.00  Bnti  Hat  $15.00.  Prce  Lst,  Bis, 
Bgs,  Clbs.  Reps.  Group/corp  disc. 

Send  to:  CORRICK  CALIF. 

Dept.  F,  PB,  Ca.  93953  0698 
408-426-9010/373-6894 


COMPUTERS 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 
Fgt  Prepaid.  Save  Tax 
Toll  Free  800-231-3680 

IH1  mflRYlTlflC  INDUSTRIESINC 

2251 1  Katy  Fwy. 
Katy  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


Forbes:  Capitalist  Tool 


ormation  write  or  call  Linda  Loren,  Forbes  Market/Classified,  60  Fifth  Avenue,  New  York,  N.Y.  10011  (212)  620-2440 


Psychology  &  Investing 


Money  &  investments 


Dissatisfied  with  your  current  positio 
Maybe  you  should  be  in  business  fi 
yourself.  Some  points  to  consider. 

RESTLESSNESS 
AND  RISK 


Big  business  or 
small  business, 
high  blood 
pressure  is  a 
costly  business. 


Each  year  over  29  million  work 
days  are  lost  due  to  high 
blood  pressure-related  ill- 
nesses, creating  a  loss  of  $2 
billion  in  earnings.  And  since 
high  blood  pressure  affects 
one  out  of  every  three  work- 
ing adults,  your  business  is 
going  to  feel  that  loss— in  pro- 
duction, in  profits  and  in 
worker  health. 

So  if  you  think  that  starting  a 
company  blood  pressure  con- 
trol program  may  cost  you 
time,  trouble  and  money . . . 
you  could  use  a  lesson  in 
business. 


Write:  Work  Place  Coor- 
dinator, National  High  Blood 
Pressure  Education  Program, 
120/80  National  Institutes  of 
Health,  Bethesda,  MD  20205 

A 

HIGH  BLOOD  PRESSURE 
Treat  it  for  life. 

The  National  High  Blood  Pressure  Education  Program 
The  National  Heart,  Lung,  and  Blood  Institute. 
National  Institutes  of  Health ,  Public  Health  Service, 
U.S.  Department  of  Health  and  Human  Services 


By  Srully  Blotnick 


You  feel  hemmed  in  in  your  present 
job.  Should  you  look  for  another 
position?  Or  are  you  one  of  those 
offbeat  characters  who  will  never  be 
content  working  for  someone  else,  a 
born  entrepreneur?  Be  careful,  espe- 
cially if  you  are  young.  It  is  easy  to 
mistake  the  natural  restlessness  of 
youth  for  something  more  perma- 
nent, the  entrepreneurial  itch. 

The  problem  is  that  the  line  isn't 
rigid;  there  are  entrepreneurially 
minded  managers  and  managerially 
oriented  entrepreneurs. 

Still,  most  people  lean  much 
more  in  one  direction  than  the  oth- 
er. What  are  the  main  factors  sepa- 
rating the  natural  entrepreneur 
from  the  natural  executive?  How  do 
you  know  which  you  are? 

"Working  for  someone  else 
makes  me  jumpy,"  Paul  L.,  a  mar- 
keting assistant,  told  me  15  years 
ago,  when  he  was  27.  "I  get  an- 
noyed— a  little  crazed,  sometimes — 
and  want  to  run." 

Misunderstanding  the  nature  of 
his  malaise,  Paul  decided  to  change 
jobs.  "It's  a  little  better  here,"  Paul 
said  at  29,  "but  not  much."  At  32  he 


Dr.  Sfulfy  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 


went  into  business  for  himself. 

Paul  says  he  isn't  sure  he  did 
right  thing.  He  talks  about  "all  i 
pain  and  suffering  that  went 
getting  this  company  on  its  fe 
He  is  convinced  that  remai 
with  a  large  firm  would  have  m 
his   life  easier — "and   I  proba 
would  have  gotten  just  as  far." 

He  is  wrong.  For  driven  indi 
uals  like  Paul,  the  right  quest1 
isn't  "Where  will  I  find  peace?' 
is — or  it  should  be — "Where  wi 
.be  most  productive?"  They  j 
aren't  the  tranquil  type,  so  in  se 
ing  serenity  they  might  as  well 
searching  for  the  fountain  of  you 

There  are  a  few  places  where 
Pauls  of  this  world  can  work  w' 
out  feeling  angry  and  frustrated, 
very  few.  In  a  sales  job,  for  exam 
At  a  Wall  Street  firm,  in  partic  " 
they  are  usually  involved  in  de 
"Wheeling  and  dealing  turns 
on,"  Paul  has  frequently  remar 
over  the  years,  and  a  fat  paych 
might  have  made  the  discomfortl 
working  for  someone  else  bearabj 

But  since  really  fat  paychecks  al 
freewheeling  jobs  are  few  and  1 
between,  most  Pauls  are  better  i 
in  business  for  themselves. 

Condensing  the  replies  of  1,6 
people  who,  like  Paul,  are  succe! 
ful  entrepreneurs,  I  find  these  en 
.  cisms  of  life  in  a  paid  position: 

"You  have  to  wait  too  long  to  g 
to  be  chief  executive." 

"You  give  up  too  much  of  ya 
autonomy  along  the  way." 

"If  you  want  to  strike  it  rich,  y< 
have  to  have  a  bigger  equity  sta. 
than  most  chief  executives  have.' 

In  short,  the  people  most  inclin< 
to  gamble  on  the  success  of  a  ve 
ture  of  their  own  usually  don't  hai 
the  patience  required  to  rise  to  tl 
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TARGET  YOUR  INVESTMENTS 
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Two 
Dynamic 

Sectors 

Consider  two  targeted  investment  opportunities  from  Fidelity 
Select  Portfolios.™  These  industry-specific  sector  portfolios  let  you  focus 
on  dynamic  but  volatile  areas  of  potential  growth. 

Biotechnology:  With  major  implications  for  medicine,  agriculture, 
chemicals,  and  even  manufacturing,  biotechnology  is  a  truly  revolutionary 
field.  Fidelity's  research  and  management  experts  can  put  you  into  this 
fast-paced  industry  with  a  diversified  biotechnology  portfolio  aimed  at 
long-term  growth  potential. 

Health  Care:  Are  you  positioned  to  participate  in  the  exciting 
changes  in  our  health  care  system?  New  drugs,  new  products,  new  treat- 
ments, new  delivery  systems  and  emerging  technologies. .  .Select  Health 
Care  Portfolio  focuses  on  a  vital  sector  as  it  gears  up  for  increased 
demand  from  a  growing,  aging  population. 

In  search  of  long-term  growth?  Find  out  more  about  these  and  21 
other  industry-targeted  portfolios  from  Fidelity.  You  can  expect  greater 
price  volatility  from  these  portfolios. 

Plus:  •  24-hour  service  •  Convenient  telephone  liquidity  •  Four 
free  exchanges  per  year  between  portfolios  •  Use  of  Select's  own  money 
market  portfolio  •  Fidelity's  expert  sector  research 
and  portfolio  management.  Start  with  just  $1000; 
$500forIRAs. 


gCES 


Fidelity  Select  Portfolios 

For  more  complete  information,  including  management  fees,  expenses,  the  2% 
sales  charge,  and  the  1%  redemption  fee,  please  call  or  write  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money  Fidelity  Distributors  Corporation 
(General  Distribution  Agent) ,  P.O.  Box  660603,  Dallas,  TX  75266. 


Name. 


.  Address . 


City. 


State. 


Zip. 


□  Free  IRA  Fact  Kit  (SELI) 

Call  toll  free  24  hours 


1-^-544-6666  INVESTMENTS 

In  Mass.  call  collect  1-617-523-1919 

FORB/SEL/061686 
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Commodities 


MONEY  &  INVESTMENTS 


Yes,  Virginia,  as  surprising  as  it  seems,  it  is 
still  possible  to  trade  commodities  with- 
out a  computer.  Maybe  even  successfully. 

NO  MORE  BYTE 


By  Stanley  W.  Angrist 


Readers  complain  that  not  everyone 
has,  or  wants,  a  computer,  and 
many  of  them  travel  a  lot  and  may 
not  have  access  to  one  when  on  the 
road.  Is  there  any  way  to  help  the 
computerless  trader  make  money  in 
the  commodity  markets? 

Yes.  Frank  Taucher  has  developed 
a  day-trading  method  for  the  S&P's 
contract  that  has  had  impressive  re- 
sults. He  based  his  trading  tech- 
nique, called  the  6-in-l  System,  on 
pattern  recognition.  He  also  located 
the  fatal  flaw  in  most  day-trading 
schemes:  too  much  trading. 

Taucher's  trading  system  is  based 
on  six  different  chart  patterns.  Most 
days  no  signal  is  given  or  no  entry 
points  are  hit.  In  fact,  the  system 
trades,  on  average,  only  seven  times 
a  month.  A  dyed-in-the-wool  day- 
trader  is  going  to  find  fault  with  this 
method;  he  wants  action  every  day. 

Since  April  1982  the  technique 
has  produced  a  theoretical  net  profit 
of  more  than  $84,000  through  the 
end  of  April  1986,  with  63%  of  all 
trades  profitable.  The  expected  val- 
ue per  trade  is  about  $250  after  al- 
lowing $50  for  commissions  and 
slippage.  The  system  produces  al- 
most $3  of  profit  for  every  $1  of  loss, 

Stanley  W  Angrist  is  a  commodity  specu- 
lator, consultant  at  id  longtime  observer  of 
the  commodity  markets. 


while  experiencing  a  maximum 
drawdown  of  $4,400.  The  6-in-l  did 
very  well  in  the  first  four  months  of 
1986,  when  other  day-trading  sys- 
tems were  taking  gas. 

But  Taucher  has  done  more  for 
the  noncomputer-equipped  trader. 


with  more  than  83%  of  all  trac 
profitable.  (Keep  in  mind  that 
achieve  that  83%  you  had  to 
willing  to  hold  some  trades  throu 
drawdowns  as  large  as  $7,000 
something  that  most  prudent  tr; 
ers  would  be  unwilling  to  do.) 

Each  spread  analysis  comes  wi 
several  pages  of  data.  Included  i 
probability  table  in  which  Taucr 
gives  the  success  ratio  for  entry  a 
exit  dates  to  the  nearest  quarter 
the  month.  In  the  same  table, 
lists  the  average  profit  for  each  p 
of  entry  and  exit  dates. 

One  of  the  most  interesting  tab 
shows,  among  other  things,  the  e 
try  and  exit  spread  values  in  t 
units  in  which  the  spread  is  trad 
(cents  per  bushel,  dollars  per  tc 
etc.),  as  well  as  the  spread  value 
dollars.  Then  the  table  lists  the  pri 
it  or  loss  for  each  year  tracked  a 
the  cumulative  profit  or  loss.  Bek 
is  an  abbreviated  example  of  tl 
last  table.  Spread  analysis  packad 
start  at  $25.  The  6-in-l  System  sq 


Turn  on  the  furnace 


The  fundamentals  of  the  energy 
market  give  rise  to  an  interesting 
spread  of  long  heating  oil  (ho)/ 
short  leaded  gasoline  (Ig)  basis  the 
October  contracts.  Though  the 
spread  has  only  a  four-year  history, 
it  has  been  notably  profitable.  The 


maximum  risk  experienced  during 
the  spread's  history  has  been  $697' 
As  will  sometimes  happen  with 
spreads,  you  could  have  made  even 
more  money  by  exiting  the  trade 
before  the  last  week  in  September! 
considered  the  best  time  to  exit. 


Entr  date 

Entr  pre  ho* 

Entr  pre  lg* 

Entr  spd* 

Max 

Max 

Exit  date 

Exit  pre  ho 

Exit  pre  lg 

Exit  spd 

Profit 

risk 

profit 

7/6/82 

90.14 

90.25 

-0.11 

9/27/82 

99.60 

94.10 

5.50 

$2,356 

$-697 

$2,356 

7/6/83 

82.17 

81.48 

.69 

9/26/83 

83.90 

81.00 

2.90 

928 

0 

1,369 

7/6/84 

79.34 

76.80 

2.54 

9/26/84 

82.10 

74.93 

7.17 

1,945 

-412 

1,945 

7/8/85 

68.75 

72.73 

-3.98 

9/26/85 

82.49 

79.94 

2.55 

2,743 

0 

'i'L 

"Cents  per  % 

.allon. 

- 

Yo 
fi 


m 

aybe  fc 
Ozark 
H  has 


He  has  used  his  computer  to  set  up  a 
huge  database  of  commodity  prices 
and  then  written  a  program  that 
looks  for  historically  highly  profit- 
able spreads.  The  program  also  iso- 
lates the  entry  and  exit  dates  that 
produce  maximum  profits. 

Traders  can  buy  analyzed  spread 
packages  in  areas  of  particular  inter- 
est to  them — such  as  grains,  curren- 
cies, energy,  financials  and  the  like. 
And  Taucher  has  prepared  an  opti- 
mized spread  portfolio  that  includes 
44  spreads,  each  of  which  has  aver- 
aged over  $1,400  a  year  in  profits, 


for  $599.  Taucher  may  be  contact 
at  918-493-2897. 
Taucher  analyzed  a  heating 
.  versus  leaded  gasoline  spread 
me.  Part  of  his  analysis  is  presen 
here.  Because  oil  jobbers  start 
build  their  stocks  for  fall  in  i 
summer  months,  the  price  of  he; 
ing  oil  starts  to  gain  on  gasolii 
Buy  heating  oil  while  selling  lead 
gasoline  (basis  October)  in  the  we 
following  July  4.  Lift  the  spread  t 
last  week  in  September,  risking 
more  than  $1,000  per  spread.  T 
minimum  margin  is  $500.  ■ 


lours  is 


In 
■  Lalti 


toosetc 
i 
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four  lakeland 

paradise 
from  Forbes 


These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

•Prices  suhiect  to  change  without  notice 


r     rbes  Lake  of  the  Ozarks  1 


A/n  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
tral  Missouri.  Right  in  the  heartland  of  America, 
rom  cities,  noise,  pollution  and  the  rat-race  of  the 
lay  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
L2,800  acres  of  scenic  paradise.  Not  for  everybody, 
ybe  for  you. 

Ozarks  region,  which  dominates  most  of  southern 
ri,  has  long  been  lost  in  the  legends  of  the  Osage 
i  Now  that  the  magnificent  Truman  Lake  has  been 
:ted,  it's  merely  a  matter  of  time  before  the  beauty  of 
jctacular  recreational  area  attracts  vacationers  and 
from  every  corner  of  the  continent, 
urs  is  a  family  of  water-sports  lovers — swimming, 
I,  fishing,  water-skiing— it's  hard  to  imagine  a  more 
setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
headwaters  of  the  big  Lake.  Here  it  almost  kisses 
a  Lake  on  the  west,  then  winds  eastward  through 
of  hickory  and  oak  for  over  90  miles  to  the  bustling 
the  summer  resort  area  at  Bagnell  Dam. 
es  Inc.,  publishers  of  Forbes  Magazine,  through  its 
ary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
unity  of  a  lifetime  for  you  to  acquire  one  or  more 
f  our  choice  Missouri  lakeland  among  the  breathtak- 
lls  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 
es'  private  park  is  the  ideal  place  to  build  a  second 
.  .  that  special  place  where  you  may  now  or  one 
Dose  to  retire.  Here  among  the  friendly,  down-home 
rho  have  made  Missouri  famous  for  its  hospitality. 

Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  Housing 
/  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
s  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
:hes  Inc.,  NYA85  21 1 
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Call  me  in  a  year  or  two 

Comes  now  Michael  Dingman's 
The  Henley  Group,  Inc.  to  the 
public  equity  trough,  accompanied  by 
much  media  fanfare.  Forget  that  Hen- 
ley, which  comprises  35  companies 
that  Allied-Signal  boss  Edward  Hen- 
nessy  Jr.  found  unattractive,  would 
have  lost  $25  million  on  sales  of  $3.3 
billion  had  it  existed  last  year.  Ding- 
man  has  made  money  for  people  be- 
fore, and  Wall  Street  can  easily  sell 
future  prospects  dressed  as  past  per- 
formance. After  underwriters  Lazard 
Freres  &  Co.,  First  Boston  Corp.  and 
Merrill  Lynch  Capital  Markets  dou- 
bled, then  tripled,  the  size  of  the  origi- 
nal offering  (that  scares  Streetwalker), 
Henley  last  month  sold  60  million 
shares  at  $21.25  each,  the  largest  U.S. 
public  offering  ever. 

Dingman's  strategy  (he  predicts 
"lots  of  action")  will  be  buying  and 
selling  companies  for  stock,  spinning 
off  some  of  the  holdings.  He  is  already 
talking  of  taking  part  of  Henley's 
Fisher  Scientific  group  public  "within 
a  year  or  two,  as  it  goes  from  losing 
money  to  making  money." 

But  as  the  story  of  W.R.  Grace 
(Forbes,  May  5)  shows,  trading  compa- 
nies is  at  best  a  risky  game.  Public 
markets  are  not  always  as  hospitable 
as  they  currently  are. 

Is  the  concept  of  Henley  right  or 
wrong?  Dingman  asks  rhetorically, 
and  replies:  "That  answer  is  going  to 
be  evident  in  a  year  or  two — it  isn't 
going  to  be  tomorrow."  In  business,  a 
lot  of  nasty  surprises  can  surface  in  a 
year  or  two. — Marc  Beauchamp 


A  yen  to  build 

If  the  undervalued  Tokyo  property 
assets  of  Mitsubishi  Estate  Co.  (see 
p.  32)  caught  your  attention,  you'll 
also  want  to  look  at  Sumitomo  Realty 
&  Development  Co.  Boasts  Kenjiro 
Niwa,  Sumitomo  Realty's  senior 
managing  director:  "Mitsubishi  Es- 
tate is  much  bigger  than  we  are,  but  I 
think  our  growing  power  is  ten  times 
theirs." 

The  Sumitomo  group  dates  from 
1 7th-century  Osaka.  But  the  company 
owned  little  land  in  Tokyo — long 
Osaka's  rival — until  Sumitomo  Real- 
ty's visionary  chairman,  Taro  Ando, 
took  the  reins  in  1974. 

The  real  estate  company  was  then 
tottering  from  a  collapse  in  the  hous- 
ing market.  With  the  skill  and  daring 


Pllll 


Sumitomo  abuilding 

A  tale  of  skill  and  daring. 

of  an  Osaka  merchant,  Ando  told  his 
staff  to  snap  up  land  in  downtown 
Tokyo  and  to  ignore  the  remainder  of 
the  country.  Sumitomo  bought  heavi- 
ly between  1977  and  1979,  when  To- 
kyo real  estate  went  for  less  than  20% 
of  what  it  goes  for  today. 

Japanese  analysts  called  Ando  reck- 
less then,  but  not  now.  Among  the  big 
property  companies,  Sumitomo  today 
has  the  most  office  space  coming  on 
stream,  and  at  just  the  right  time.  The 
company  owns  22  office  buildings  in 
the  capital,  and  plans  to  put  up  42 
more  by  1990.  That  will  allow  Sumi- 
tomo to  collect  much  higher  rents 
than  rival  Mitsubishi  Estate.  The 
amount  of  office  floor  space  in  Tokyo 
under  Sumitomo's  management  will 
more  than  double,  to  11  million 
square  feet  by  1990. 

A  bold  buyer,  Ando  is  also  a  bril- 
liant borrower,  financing  most  of  his 
huge  capital  investment  by  issuing 
convertible  debentures  and  bond-at- 
tached warrants  overseas.   As  the 


stock  has  become  a  darling  of 
investors,  rapid  conversion 
bonds  has  sharply  reduced  mt 
payments. 

The  stock  (recently  1,570  y< 
Tokyo;  there  are  no  ADRs)  has  tr 
over  the  past  year.  But  it  may  wt 
higher:  The  company  and  securit 
alysts  predict  earnings  will  grow 
a  year  to  1990,  as  Ando  and 
prepare  to  move  aggressively  int 
New  York  office  building  ma) 
Says  Niwa:  "Land  and  building] 
cheap  in  New  York."  Compared 
Tokyo,  anything  is. — Andrew  Tani 


Tanks,  no  tanks 

When  Amerada  Hess  Corp.  c 
ted  its  dividend  in  March, 
stock  plunged  to  below  19.  Since 
oil  prices  have  recovered  a  bit,  i 
lot  of  money  is  chasing  gasoline  i 
ers  and  marketers.  So  the  sto< 
back  to  23. 

But  expectations  that  Hess 
soon  be  making  money  by  the  tai 
will  likely  be  dashed.  Hess 
turned  an  operating  profit  in  refi 
and  marketing  since  1982.  Its  h 
Croix  refinery  is  about  40%  sh 
generally  regarded  a  white  elepl 
Hess  is  a  big  North  Sea  pro 
where  U.K.   taxes  make  ope 
costs  especially  high.  Hess  t 
$133  million  writedown  on  its  t 
fleet  last  year,  and  this  year 
down  inventories. 

Even  if  oil  averages  $16  this 
Hess'  cash  flow  won't  exceed  $ 
share  this  year  or  next.  That': 
enough  to  both  restore  the  di 
and  fund  a  respectable  explor: 
and  production  program.  The  c 
pany's  upstream  assets  wouL 
doubt  be  attractive  to  an  outside 
But  feisty  Leon  Hess,  72,  co 
some  15%  and  seems  in  no  m 
sell.  Contrarian  investors  che 
out  the  oil  business  will  wa 
check  elsewhere. — Thomas  Jaffe 


Mixed  bag 

In  March  1985  Cooper  Indu 
Inc.  agreed  to  buy  McGraw-Ei 
for  $1.1  billion,  plus  the  assump 
of  $300  million  in  long-term  c 
Cooper's  stock  went  as  low  as  2| 
the  news.  A  year  later  it  reboundfl 
51V2,  only  to  retreat  to  a  recent  4| 
If  you  have  been  waiting  for  a 
ing  opportunity,  First  Boston  ana 
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McGinty  suggests  you  keep 
ing.  On  estimated  sales  of  $3.6 
an,  Cooper  should,  says  McGinty, 
$3.10  a  share  this  year  and  $3.70 
year.  That's  not  much  growth  on 
:h  to  hang  a  13  times  1987  earn- 
multiple. 

le  company  is  definitely  a  mixed 
Cooper  has  sold  its  63%  interest 
cGraw-Edison's  Onan  division,  a 
;inally  profitable  manufacturer  of 
rators  and  diesel  engines.  Even 
nargins  remain  low  in  the  $400 
on  (sales)  power  systems  and  ser- 
I  division.  And  while  the  tool, 
ware  and  electrical  products  busi- 
es are  strong,  the  auto  aftermar- 
floor-care  equipment  and  Belden 
ronics  divisions  are  flat  or  weak, 
e,  and  the  26%  or  so  of  assets 
are  tied  to  oil  and  gas  services, 
dragged  Cooper's  overall  return 
|Uity  down  to  1 1%,  unimpressive 
company  whose  long-term  debt 
:s  to  48%  of  total  capital.  Is  such 
ipany  worth  13  times  next  year's 
lated  earnings? — T.J. 


ning  through  losing? 

arfolk  Southern  Corp.'s  bid  for 
lonrail,  always  a  bumpy  ride,  has 
nto  new  trouble.  Transportation 
tary  Elizabeth  Dole  raised  the 
for  the  government's  stake  $700 
an,  to  $1.9  billion;  congressional 
lents  want  the  deal  killed.  No 
ler  the  stock  has  derailed,  from 
hy  of  100  in  April  to  a  recent  86. 
ne  of  this  fazes  E.F.  Hutton  rail 
st  Burton  Strauss  Jr.,  who  figures 
)lk's  shareholders  will  make  out 
tatter  what  happens  with  Con- 
Norfolk's  contract  to  buy  Conrail 
June  30.  If  Norfolk  gets  Conrail, 
ss  figures  the  promerger  bulls 
eboard  the  stock.  If  not,  the  corn- 
will  have  some  $700  million, 
ily  $1 1  a  share,  to  invest  in  other 
A  stock  buyback,  of  more  than 
of  its  63  million  common  out- 
ing, is  a  possibility.  Other  at- 
om include  Norfolk's  17.6% 
tig,  currently  worth  $120  mil- 
in  Piedmont  Aviation,  the  well- 
sgional  airline,  which  could  fall 
n  to  continuing  consolidation. 
)lk  also  owns  2.7%  of  Santa  Fe 
tern  Pacific,  worth  around  $160 
pi.  In  any  case,  Strauss  figures 
without  Conrail,  Norfolk  will 
58.25  a  share  this  year,  $8.80  in 
At  10  times  anticipated  earn- 
Norfolk  sells  at  a  discount  to 
railroads  as  Santa  Fe  and  Union 
c.  Concludes  Strauss:  "I  like  my 
:es  on  this  one." — T.J. 
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Read  two  at  night, 

Wake  inspired  in  the 
morning 

The  original  volume  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  was  a  bedside 
book,  a  traveling  companion,  an  ideal  birthday 
or  holiday  gift,  even  part  of  the  new  employee 
program  at  a  firm  of  business  consultants. 

Now  in  a  handsome  blue  cloth  slipcase,  the 
expanded  two-volume  edition  of  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
being  offered  to  Forbes  readers. 

The  result  of  patient  culling  month  by  month 
over  a  number  of  years,  each  volume  contains 
some  3,500  polished  gems  of  wisdom  from 
the  great  authors  of  Greece  and  Rome  down 
to  our  own  day. 

The  pages  are  generously  laid  out  on  good 
quality  paper,  a  pleasure  to  browse  through  and 
savor  at  random,  a  Thought  or  two  at  a  time. 
Alternatively,  a  special  index  allows  the  pursuit 
of  themes  such  as  thoughts  on  Courage,  Patriotism, 
Faith,  Romance  and  Taxes. 

The  bindery  is  blue  cloth,  matching  the  slipcase,  with  the  lettering  on  the 
spine  imprinted  in  gold. 

The  price  for  the  two  volume  set,  $29. 95, a  nice  saving  on  the  per  volume 
price  of  $17.50.  To  order,  simply  fill  out  and  mail  the  coupon  below. 


The  original  volume.  500  pages,  approximately 
3,500  Thoughts.  Same  binding  as  two-volume  set. 
Only  $17.50 


i— 


Forbes 


DEPT.  T,  60  FIFTH  AVENUE,  NEW  YORK,  NY  1001 1 

]  Send  me  the  2-volume  boxed  set  of  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life.  My  check  for  the  special  price  of  $29.95  enclosed. 

]  Send  me  the  original  one-volume  collection.  My  check  for  $1 7.50  enclosed. 
Send  to 


(please  print) 


Address 


City 


State 


Zip 


All  prices  include  postage  and  handling  charges  Please  add  appropriate  sales  tax  on  New  York  State 
orders  and  other  states  where  applicable 

I  -  I 
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Forbes  /  Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


Air  Vita    155 

Allied-Signal   190 

Amerada  Hess    190 

American  Express  (IDS)    54 

American  Financial  36 

American  Home  Products   50 

American  International  Group   179 

American  Invsco    12 

American  Savings  &  Loan    67 

AMR  (American  Airlines)   155 

Am  way    146 

Arthur  Andersen    78 

Apple  Computer   12,  172 

Applied  Data  Research    72 

Arky,  Freed   67 

AT&T   90,  156 

Auburn-Cord    1 14 

N.W.  Ayer   137 

Baltimore  Gas  &  Electric   54 

Bank  of  America   12 

Bankers  Trust  N.Y   12,  179 

Barclays  Bank   30 

Barshop  Enterprises   118 

Bear,  Stearns   54,  74 

Beatrice    10 

Bechtel   96 

Beechcraft   58 

Beneficial   33 

Black  &  Decker   156 

William  Blair    86 

H&.R  Block    182 

BMW    114 

Boeing    114 

Breed,  Abbott  &  Morgan   66 

Broadway    138 

Alex.  Brown  &  Sons  62 

Bullock's    138 

Business  Services  Network    155 

CalFed  110 

Cannabis   166 

Capital  City  Federal  Savings  &  Loan  66 

Caribbean  Ventures    146 

Carter  Hawley  Hale    163 

Carter  Organization   62 

Catalyst  Energy  Development   54 

Caterpillar  Tractor    195 

CBS    155 

Charivari  4 

Charming  Shoppes    172 

Chase  Manhattan    12,  92 

Chemical  New  York    12,  30 

Chevron   46,  156 

Chrysler    114,  137,  184 

Citicorp   30,  156,  179 

Citroen   1 14 


Coca-Cola   6 

Coleco  86 

Combustion  Engineering   96 

Comdata  Network   62 

Commonwealth  Edison    78 

Comtrex  Systems   180 

Conrail   191 

Consumer  Reports   101 

Continental  Bancor  92 

Continental  Illinois    12 

Cooper  Industries   190 

Coopervision    180 

Crazy  Eddie    180 

Crest  Products    156 

Crocker  National    110 

Crown  Publishers   19 

Cullinet  Software   72 

Daily  News    160 

Daiwa  Securities    1 14 

Dakota  County  Housing  & 

Redevelopment  Authority    131 

Dallas  Morning  News    142 

Dallas  Times  Herald    142 

Danly  Machine   101 

Dart  &  Kraft    136 

Dataproducts   30 

Diagnostic    180 

Diehl   46 

Dollar  Line    195 

].  David  Dominelli   67 

Donaldson,  Lufkin  &  (enrette    54 

Dow  (ones  (Wall  Street  Journal)   146 

Drexel  Burnham  Lambert   36,  46 

DRI   25 

Du  Pont   58,  156 

Duke  Power   96 

Dun  &  Bradstreet    131 

DWG  36 

Eastern  Air  Lines   155 

Eastman  Kodak   92 

Electronic  Realty  Associates    12 

Eli  Lilly  50 

Enquirer   160 

Equibank  92 

Equity  Programs  Investment    131 

Ernst  &  Whinney    74 

E.S.M  :  67 

Exxon    12,  156 

Federal  Savings  &  Loan  Insurance    110 

Fidelity  funds    110 

Financial  Guaranty  Insurance    179 

First  Boston    190 

First  Executive   36 

First  Jersey  Securities  4 

First  of  America  Bank   176 
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Fischbach   *• 

Football  Partners   

Ford  Motor   101,  114,  137! 

Frost  &  Sullivan   j^l** 

Fuji  Heavy  Industries 

Galleon  Hunters  

Geico  

General  Electric   3 

General  Foods  

General  Motors         6,  30,  74,  101,  1 14,  13 

General  Parking   

General  Public  Utilities 

Georgeson   

Goldman,  Sachs   

B.F.  Goodrich  

W.R.  Grace   

Greer,  Homer   

Guardian  Life  Insurance  ... 

Gulf  &  Western  

Hambrecht  &  Quist 

Hamilton  Beach  Scovill   .| 

Handleman   

Hanifen,  Imhoff  .... 
Hannoch  Weisman 

Harris   

Hasbro  

Heine  Securities  ... 

H.I.  Heinz   

Henley  Group   

Hirsch  Electronics 
Hitachi   

Hoffmann-LaRoche   5 

Holiday 

Honda   

Hormel  

Hunt  Foods   

Huntington  Beach 

E.F.  Hutton    174, 

IBM    12,  34,  72, 

Impact  International  

Imperial  Corp  of  America  J 

Ingalls  &  Snyder  1 

Intel  ll 

Irving  Trust   J 

Isuzu  Motors   J 

Janney  Montgomery  Scott   

1MB  Realty  J 

John  Hancock  Mutual  Life  Insurance   

K  mart  M 

Kansas  City  Power  &  Light  J 

Kawasaki  Heavy  Industries   

K.C.  Masterpiece  Products   

Kelly  Services 

Kemper    14, 

Kenner-Parker 
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N.V.  Homes   74 

Omega  74 

Organization  Resource  Counselors   12 

Pacific  Gas  &  Electric  54 

Pacific  Ranch  46 

Pacific  Telecom  90 

Pacificorp  90 

Pan  Am    155 

Pantheon  Books   19 

Parker,  Chapin,  Flattau  &  Klimpl   66 

Peat,  Marwick,  Mitchell   74 

Penn-Dixie   195 

Pennzoil  30,  184 

PepsiCo  (Pizza  Hut)    150 

Petrie  Stores    1 72 

Philadelphia  Electric   96 

Piedmont  Aviation  58,  191 

Polaroid   195 

Price  Waterhouse    74 

Procter  &  Gamble    12 

Prudential  Insurance   40,  54 

Public  Service  Co  of  New  Hampshire  ....  70,  78 

Pullman    195 

Quantum  Pharmics   50 

Ramada  Inns    118 

Rauscher  Pierce  Refsnes    142 

RCA   34 

Renault  (American  Motors)   4,  101,  114 

Republic  Health    142 

Revco    180 

Revlon   12 

RJR  Nabisco    155 

Robinson's    138 

Rogers  &  Wells  67 

Roll  Call    160 

Roosevelt  &  Cross    179 

Salomon   54,  78,  179 

San  Diego  Tribune    142 

San  Diego  Union   142 

Sandoz  Pharmaceuticals   50 

Sante  Fe  Southern  Pacific    191 

Sanwa  Bank   30 

SCI  Holdings    172 

SeaCliff  on  the  Greens  46 

Seagram   6 

Security  Pacific  Bank   32 

Sealy  6 

Seaman  Furniture   180 

Sears,  Roebuck    180 

Sears,  Roebuck  (Dean  Witter  Reynolds)    174 

Fred  Segal  4 

Seidman  &.  Seidman    156 

Selective  Personnel    156 

Sharon  Steel  36 

Skytel    155 


Sperber  Adams    146 

Sperry    6 

Standard-Pacific    74 

Standard  Parking    10 

States  Petroleum    156 

Stearns,  Weaver,  Miller    67 

Stern/Monroe    142 

Storage  Technology  ,  33 

Subaru  of  America    114 

Sullivan  &  Cromwell   74 

Sumitomo  Realty  &  Development    190 

Systematics   82 

Tamco  Holding    12 

Tejon  Ranch   46 

Texaco    30,  184,  195 

Ticor    131 

Times  Books   19 

Times  Mirror  46 

Tonka  86 

Towers,  Perrin,  Forster  &  Crosby    12 

Toyota  6,  114,  137,  163 

Toys  "R"  Us   86 

Trans  World  Airlines    155 

Travelers   40 

Trendline    176 

U.S.  Fidelity  &  Guaranty    179 

U.S.  Trust    180 

Union  Electric    70 

Union  Pacific   191 

Universal  Development   74 

Venable,  Baetjer  ik  Howard   67 

Vienna  Sausage   156 

View-Master  International  Group  86 

Village  Voice   160 

Vitelic   34 

Volkswagen  (Audi)    114 

Waferscale  Integration  34 

Wang    180 

Ward's  Automotive  Reports   6 

Wellington  Management   46 

Wells  Fargo  (Crocker  National  Bank)    14 

Westcountry  Financial   46 

Westergaard  Fund   180 

Western  Union    155 

Westinghouse  Electric   96 

Wheeler  Airlines   58 

Whitney  Communications    160 

Wickes   33,  160 

Williams-Sonoma   136 

Willys-Overland    101 

Wometco  Broadcasting    172 

Woodside  Management  Systems   155 

Worlds  of  Wonder   86 

Xerox   179,  195 

Arthur  Young    70,  72,  156 
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How  to  give  your  new  product 
an  instantly-recognizable,  well-respected  name 


Each  year,  untold  millions  are  spent  on  new  product  research 
and  development,  on  test  markets  and  product  sampling. 
The  result  of  all  this  sophisticated  effort? 
Most  new  products  fail,  dismally. 

Which  means  every  new  product  needs  all  the  help  it  can  get. 

And  perhaps  nothing  can  help  your  new  product's 
introduction  better  than  the  name  that  needs  no  introduction, 
the  Good  Housekeeping  Seal,  one  of  the  most  respected  buying 
guides  in  America. 

When  they  see  the  Seal  on  your  product,  millions  of  American 
women  will  be  seeing  something  they  know  and  respect.  In  fact, 
8  out  of  10  women  say  the  Seal  positively  influences  their 
purchasing  decisions. 


They  aren't  alone,  either.  Over  77%  of  retailers  surveyed  say  tf 
Good  Housekeeping  Seal  helps  to  increase  sales.  So  they're  more 
likely  to  stock  your  product.  And  stock  it  prominently. 

Once  it's  on  the  shelves,  the  Seal  will  get  your  new  product  on 
trial.  Because  every  product  eligible  to  wear  the  Seal  carries  a 
money-back,  limited  warranty,  courtesy  of  Good  Housekeeping. 

So,  in  today's  competitive  climate,  associating  your  new 
product  with  a  name  that's  been  respected  for  generations  isn't 
merely  great. 

It's  Good  Housekeeping,  ^f^. 


Source:  Crossley  Surveys,  Inc. 


Good  Housekeeping  is  a  publication  of  Hearst  Magazines,  a  division  of  The  Hearst  Corporation.  €  1986  The  Hearst  Coi 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change  "  Items  from  past  issues  of  Forbes 


'26  the  Dollar  Line  offered  110-day  round-the-world  cruises  starting  at  Si, 250 


ty  years  ago  in  Forbes 

the  issue  of  June  15,  1926) 

iident  Coolidge  brought  down  the 
»e,  as  well  as  the  Senate,  when  he 
d  his  recent  order  permitting 
,  county  and  municipal  officers  to 
ve  appointment  as  federal  officers, 
lominal  salary  and  with  full  au- 
ty  to  cross  state  and  county  lines 
forcement  of  the  dry  laws." 


y  years  ago 

the  issue  of  June  15,  1936) 

en  Caterpillar  Tractor  Co.  looked 
i  sales  sheets  and  found  that  its 
1-powered  tractors  were  outsell- 
its  corresponding  gasoline- 
:red  units  9-to-l,  the  question  of 
:r  servicing  swiftly  turned  into 
nergency  problem.  .  .  .  The  corn- 
's solution  is  a  fleet  of  panel 
;s,  each  in  charge  of  a  factory 
ce  man,  which  tour  the  country 


as  traveling  classrooms.  Five  minutes 
after  the  truck  arrives  at  the  spot 
where  a  service  meeting  is  scheduled, 
the  lesson,  complete  with  cutaway 
assemblies,  moving  pictures,  slide 
films  and  wall  charts,  is  under  way." 

"The  Seventy-fourth  Congress  of  the 

United  States  will  be  remembered  for 
many  things — but  remembered  long- 
est as  our  first  $20  billion  Congress. 
...  In  other  words,  the  74th  Congress 
alone  authorized  approximately  as 
much  expenditure  as  did  our  first  60 
Congresses  combined." 

Twenty-five  years  ago 

(From  the  issue  of  June  15,  1961) 

"I  believe  that  this  nation  should 
commit  itself  to  achieving  the  goal, 
before  this  decade  is  out,  of  landing  a 
man  on  the  moon  and  returning  him 
safely  to  the  earth." 

— President  John  F.  Kennedy 


"It  should  not  pass  entirely  unnoticed 
that  Chicago's  Pullman,  Inc.  last 
month  mailed  to  stockholders  its 
400th  consecutive  dividend,  thus 
keeping  intact  a  record  of  quarterly 
payout  stretching  back  to  1867." 

"Tide  toward  the  use  of  fiberglass  in 
boat  construction  continues  to  rise. 
At  the  recent  National  Motor  Boat 
Show  in  New  York,  over  half  of  the 
494  models  on  display  had  hulls  of 
fiberglass  and  plastic.  Last  year  the 
figure  was  only  35%." 

Ten  years  ago 

(From  the  issue  of  June  15,  1976) 

"Is  [Jerome  Castle]  another  wonder 
boy  who  failed  to  make  good?  Not 
exactly.  Jerry  Castle  has  done  very 
well.  It's  [Penn-Dixie's]  shareholders 
who  suffered.  In  one  respect,  Castle 


Penn-Dixie's  Jerome  Castle 


1930s'  diesel  sales  strong,  Caterpillar  set  up  traveling  classrooms  for  mechanics 


has  not  only  equaled  Xerox  and  Polar- 
oid— and  General  Motors,  Texaco  and 
International  Business  Machines — 
but  outpaced  them.  Penn-Dixie  paid 
him  more  than  those  companies  paid 
their  chief  executives  last  year." 

"The  bubble  in  expensive  French 
champagne  sales  has  burst.  The  French 
themselves  must  largely  take  the 
blame.  They  priced  themselves  out  of 
the  U.S.  market  through  a  mixture  of 
greed  and  plain  bad  judgment.  .  .  . 

"In  the  early  1970s  champagne  en- 
tering the  U.S.  cost  on  average  $3  a 
bottle.  Last  year  $4.75.  So  champagne 
that  retailed  only  five  years  ago  after 
customs  and  taxes  (roughly  $1  a  bot- 
tle) and  markups  for  $8  a  bottle 
fetched  $13  and  more  in  1975." 
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A  man's  conscience  and  his 
judgment  is  the  same  thing,  and 
as  the  judgment,  so  also  the 
conscience  may  be  erroneous. 
Thomas  Hobbes 


Men  who  are  unhappy,  like  men 
who  sleep  badly,  are  always  proud 
of  the  fact. 
Bertrand  Russell 


What  we  call  conscience  is, 
in  many  instances,  only 
a  wholesome  fear  of 
the  constable. 
Christian  Bovee 


If  we  cannot  be  powerful  and  happy 
and  prey  on  others,  we  invent 
conscience  and  prey 
on  ourselves. 
Elbert  Hubbard 


One  may  train  one's  conscience 
so  that  it  kisses  one  when 
it  bites. 

Friedrich  Nietzsche 


Complaint  is  the  largest  tribute 
heaven  receives  and  the  sincerest 
part  of  our  devotion. 
Jonathan  Swift 


Conscience  and  cowardice  are 
really  the  same  things. 
Conscience  is  the  trade 
name  of  the  firm. 
Oscar  Wilde 


Distaste  which  takes  no 
credit  to  itself 
is  best. 

Marianne  Moore 


He  who  complains,  sins. 
St.  Francis  de  Sales 


Restlessness  is  discontent — and 
discontent  is  the  first  necessity 
of  progress. 
Thomas  Edison 


Thoughts 

on  the  Business  of  Life 


Do  we  not  sometimes  regard  our 
conscience  as  an  awkward, 
troublesome  possess/on''  Do  we  not 
sometimes  wish  there  had  been 
implanted  in  us  no  such  thing  as 
our  conscience.'1  In  business,  do  we 
not  at  times  look  upon  complaints 
as  a  nuisance?  But  in  our  calm, 
philosophic  moments  we  realize  that 
complaints,  like  conscience,  often 
are  salutary.  If  nobody  ever  voiced  a 
complaint  but  simply  suffered  in 
silence  and  then  quit  us,  our  last 
state  would  be  worse  than  our  first 
B.C.  Forbes 


Morals  are  an  acquirement — 
like  music,  like  a  foreign 
language,  like  piety,  poker, 
paralysis — no  man  is  born 
with  them. 
Mark  Twain 


When  people  cease  to  complain, 
they  cease  to  think. 
Napoleon 


He  that  wrestles  with  us, 
strengthens  our  nerves,  and 
sharpens  our  skill.  Our  antagonist 
is  our  helper. 
Edmund  Burke 


If  there  is  one  thing  worse 
than  the  modern  weakening  of 
major  morals  it  is  the 
modern  strengthening 
of  minor  morals. 
G.K.  Chesterton 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave..  New  York, 
N.Y.  10011  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Petty  vexations  may  at  times  be 
petty,  but  still  they  are  vexation; 
The  smallest  and  most 
inconsiderable  annoyances  are 
the  most  piercing. 
Michel  de  Montaigne 


Noble  discontent  is  the  path 
to  heaven. 

Thomas  Higginson 


A  guilty  conscience  is  the 
mother  of  invention. 
Carolyn  Wells 


Men  never  do  evil  so  fully  and 
so  happily  as  when  they  do  it 
for  conscience's  sake. 
Blaise  Pascal 


All  a  man  can  betray  is 
his  conscience. 
Joseph  Conrad 


Remorse  begets  reform. 
William  Cowper 


A  Text . . . 

But  when  ye  sin  so  against 
the  brethren,  and  wound 
their  weak  conscience,  ye 
sin  against  Christ. 
I  Corinthians  8:12 


Sent  in  by  Maura  Ellyn,  Boiceville,  Nj 
What's   your   favorite    text?    The  Forti 
Scrapbook  of  Thoughts  on  the  Business i 
Life      is      presented      to  senders 
texts  used. 


Anyone  is  to  be  pitied  who  has 
just  sense  enough  to  perceive 
his  deficiencies. 
William  Hazlitt 


A  grouch  escapes  so  many 
little  annoyances  that  it 
almost  pays  to  be  one. 
Kin  Hubbard 
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..HOW TO  FIX 
UJLYOUR  COPER 

PROBLEMS  WITH 
_  AMUR 
OF  SOS 


PhoneL 


I 
I 
I 
I 
I 

L  _ . 

Mail  the  coupon  and 
;  going  to  learn  all  about  a 
and  of  desktop  copier.  One 
olves  problems  instead  of 
rig  them. 

It's  one  copier  thafs  smart 
?h  to  know  everything  there 
□low  about  copying.  So  you 
have  to  know  anything.  1 

TheToshibaBD-8412. 

Its  intelligent  document 
r,  for  instance, knows  how 
:e  different-sized  originals 
lake  all  the  copies  come  out 
ime  size.  All  by  itself. 


o:  Toshiba  America,  Inc.,  Copier  Products  Division 
2441  Michelle  Drive,Tustin,  CA  92680 

I  want  to  fix  all  my  copier  problems.Tell  me  more  about  Toshiba's 
BD-8412.  Call  1-800-457-7777  or  mail  this  coupon: 

Name  

Company  

Street  

City  


.State. 


) 


.Zip_ 


I 
J 


The  BD-8412  also  knows 
how  to  make  perfect  copies  every 
time. 


In  Touch  with  Tomorrow 

TOSHIBA 


How  to  make  two-sided  copies. 
How  to  move  margins  to  leave 
room  for  punched  holes. 

It  can  eliminate  edge 
lines  by  creating  a  pure  white 
border  around  the  material 
you're  copying.  Copy  books 
two  pages  at  a  time.  Change 
color  at  a  touch.  Enlarge. 
Reduce.  Even  collate.  All  while 
you  do  something  else. 

So  do  sometJiing  now. 
Reach  for  the  scissors.  Or  call 
Toshiba  at  1-800-457-7777. 
Toshiba.  Quality  in.  Quality  out. 


The  ITT  XTRA  XP  desktop  personal  computer. 


POSSESSIONS 
R  A  MOMENT  OF  TIME: 


You  can't 
buy  time. 

Long  before 
the  16th-century 
reign  of  Queen 
Elizabeth  I,  man 
began  his  quest 
for  a  way  to  hoard 
that  most  precious  of  commodities.  Time. 

But  man  has  found  he  simply  can't  create  more 
time  for  more  work  or  for  more  play.  He  can  only 
make  better  use  of  the  few  hours  he  already  has. 

Hence,  the  devel- 
opment of  today's 
business  computers. 

The  ITTXTRAtm 
XP.  Our  crown- 
ing achievement. 

By  matching  mem- 
ory to  the  muscle 
of  the  Intel  80286  microprocessor,  we're  able  to 
achieve  "no  wait  states!' 

Processing  flows  uninterrupted,  never  waiting 
for  slower  memory  to  catch  up. 

Making  the  ITT  XTRA  XP  thirty  percent 
faster  than  the  IBM  AT.  And  fully  XT- compatible. 

Good  news  for  the  business  with  precious  few 
moments  to  waste. 

Gain  the  benefits  of  60  years.  Today. 

ITT  has  been  a  telecommunications  leader  for 
over  60  years. 

And,  being 
a  corporation 
made  of  many 
businesses,  we're 
in  a  unique 
position  to  better 
understand  you 
and  your  business. 


ITT 
XTRA  XP 

COMPAQ 
286 

IBM 

PC/AT 

Lotus  1-2-3 

1  lsec 

13  sec 

15sec 

dBase 

36sec 

52sec 

56sec 

ParmSort 

52  sec 

lmin  5sec 

lmin  lOsec 

"All  comparisons  are  for  purposes  ol  illustration  only,  u 
performance  dependent  on  application 


s  applrc 


Helping  you  make  optimum  use  of  your  time. 
Today  as  well  as  tomorrow. 

A  moment's  investment  today  can 
pay  off  royally  tomorrow. 

Call  (800)  321-7661.  Or  in  California,  (800) 
368-7300. 

And  call  quickly.  Every        |    |  |  J  J  Jjj 

moment  wasted  is  a  poten-       M      ||  B 
tially  profitable  moment         wnMi  iiiuflLii  mIih 

you'll  never  possess  again.      PERSONAL  COMPUTERS 

BECAUSE  TIME  IS  THE  ULTIMATE  BOTTOM  LINE. 

<  1986,  ITT  Information  Systems 
IBM,  PC/AT  and  PC/XT  are  registered  trademarks  of  International  Business  Machines.  Intel  60286  is 

a  registered  trademark  of  Intel  Corporation.  Compaq  286  is  a  registered  trademark  of  Compaq 
Computer  Corporation.  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus  Development  Corporation. 
dBase  is  a  registered  trademark  of  Ashton-Tatc. 


Forbes 


JUNE  30,  1986 
VOLUME  137 
NUMBER  14 


The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  156  and  157. 

COVER  STORY  

86   Here  Come  The  Truckbusters 

Once  thought  to  be  dying,  railroads  have  returned  to  favor. 

COMPANIES  

30   Postindustrial  Society,  Talking  Bear  Division 

Worlds  of  Wonder's  route  to  making  money. 

33   Pills  And  Profits 

Eleven  years  ago  Walgreens  was  just  another  drug  chain. 
Good  management  has  made  it  hot. 

35   The  Education  Of  James  Treybig 

Tandem  Computers  tried  to  do  too  much  by  itself. 

40    Crescent  Court  Hotel 

Caroline  Hunt  Schoeilkopf  built  a  Dallas  landmark — a 
business  bomb. 

50   Wait  And  See 

Did  Falconbridge  overpay  or  underpay  when  it  bought  the 
huge  Kidd  Creek  mine? 

56   Back  To  Basics 

American  Standard  didn't  go  into  oil  services.  That  was 
one  of  the  few  diversification  disasters  it  avoided. 

58   A  Ticking  Time  Bomb 

United  Artists  Communications  works  at  being  invisible. 
But  its  assets  have  driven  its  stock  to  record  highs. 


67   The  Up  &  Comers:  Walk,  Do  Not  Run 

Sometimes  it  pays  to  put  the  cart  before  the  horse 
certainly  has  paid  for  Bruce  Katz'  Rockport  Co. 

70   One's  Trash  Is  Another's  Treasure 

How  two  accountants  made  a  fortune  on  assets  that 
wizards  at  Kohlberg  Kravis  couldn't  wait  to  unload. 


71    The  Blackboard  Video 

If  Johnny  won't  read,  why  not  teach  him  through  pictuip 
92    Growing  Pains 

Why  David  R.  Newstadt  took  on  the  hornets'  nest  of  S| 
Diamond  Growers  of  California. 


INDUSTRIES  |H 

34    Smugglers  In  Three-Piece  Suits 

"It's  rum-running  all  over  again,"  says  a  practitioner  of 
booming  trade  in  smuggled  Japanese  semiconductors. 

78   Hands  Across  The  Oil  Patch 

The  oil  import  fee  is  not  dead.  Texas  oil  producers 
make  the  tough  sell  in  Washington  this  summer. 


INTERNATIONAL 


31    With  Friends  Like  These 

Just  when  the  takeover  business  seemed  to  be  ebbinj 
the  U.S.,  along  comes  a  Japanese  firm  with  a  hostile  b 


46   A  $640  Hammer  Is  A  Bargain 
You've  heard  a  lot  about  the  lean,  mean  Israeli  defe|: 
establishment.  Well,  forget  it.  In  Tel  Aviv.  . .  . 


DEPARTMENTS 


6  Side  Lines 

8  Trends 

10  Follow-Through 

12  Readers  Say 

17  Fact  and  Comment 

20  Other  Comments 

23  Fact  and  Comment  II 

159  Flashbacks 

160  Thoughts 


COLUMNISTS 


145  Ben  Weberman 

146  Susan  Lee 
148  Ann  C.  Brown 
150  Kenneth  L.  Fisher 

152  Srully  Blotnick 

153  Stanley  W.  Angrist 


MONET  &  INVESTMENTS 


25  What's  Ahead  For 
Business 

26  The  Forbes  Index 
135    The  Forbes /Wilshire 

5000  Review 


Cover  photo  by  David  Hiser  Image  Bank 


thai 


4 


FORBES,  JUNE  30,  15 


Rationality  Is  In  The  Eye  110  Now  You  See  It,  Now  You  Don't 

Of  The  Beholder  For  14  years  Coopers  &  Lybrand  did  a 

t  of  Wall  Streeters  took  a  bath  last  month  because  they  nice  business  auditing  USF&G  Corp.  Suddenly,  the  ac- 

sed  Japanese  intentions  incorrectly.  countants  resigned. 


rund  Madness 

want  to  start  your  own  mutual  fund?  So  does  every  - 
else,  which  says  something  about  the  market. 

Statistical  Spotlight:  Consensus  Of  One 

>le  who  watch  Atlantic  Richfield  have  a  lot  of  compa- 
41  security  analysts.  The  stocks  rounded  up  here,  in 
rast,  are  each  tracked  by  only  one  analyst. 
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k  Equipment  Co.;  United  Artists;  France  Fund;  Elder- 
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er  the  Senate's  tax  proposal,  the  IRS  would  get  a  piece 
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What  Karl  Marx  and  Robert  E.  Lee 
had  in  common 

A  wise  economist  once  explained  to  me  where  Karl  Marx  I 
gone  fatally  wrong:  "Marx  failed  to  grasp  what  the  railroj 
would  do  for  the  standard  of  living  of  the  average  person 
Europe."  Here's  what  the  professor  meant:  Marx  expected  wa 
ers  to  revolt  against  privation.  He  failed  to  see  how  the  coming 
efficient  transportation  was,  in  Marx'  time,  working  a  transf 
mation  in  living  standards  more  sweeping  than  any  soc] 
revolution  could  have  made.  Before  the  railroads,  goods  mo\i 
slowly,  expensively,  by 
cart  over  rutted  roads. 
Thus  most  manufacture 
and  agriculture  had  to  be 
local  and  small-scale.  By 
making  possible  cen- 
tralized, large-scale 
manufacturing  and  easy 
shipment  of  food,  the 
flanged  steel  wheel  on 
the  steel  rail  brought  a 
dramatic  reduction  in 
costs  and  a  proportion- 


Railroad  observation  car,  circa  1926 


ate  rise  in  standards  of  living.  Good-bye  to  revolution. 

In  the  U.S.  Civil  War,  the  railroads  probably  saved  the  Uni 
enabling  the  North  to  mobilize  its  tremendous  manpower  a 
materiel,  and  thus  recover  from  its  initial  defeats.  Ignoring  t 
lesson,  the  generals  of  1914-18  strove  bloodily  and  in  vain 
quick  knockout  victories,  which  were  no  longer  possible. 

War  and  revolution  were  only  part  of  the  railroad  saga, 
capital  poured  into  this  growth  industry,  demand  was  crea 
for  steel  on  an  unprecedented  scale  and  for  new  talents  L 
engineering.  Companies  such  as  the  Corning  Glass  Works  gj 
in  response  to  the  railroads'  needs  for  technology  of  types  nei 
before  attempted.  Peasants  poured  out  of  Europe  to  claim 
newly  opened  land  in  the  U.S.  It  is  no  exaggeration  to  say  t] 
the  railroads  created  the  modern  world. 

The  internal  combustion  engine  has  diminished  its  role,  1 
far  from  being  a  relic  of  a  more  leisurely  age,  this  venera 
technology,  updated,  continues  to  offer  investment  and  bi 
ness  opportunities.  Starting  on  page  86,  Jerry  Flint  tells  why 

Attention,  efficient  market  theorists 

The  Abercrombie  family  controls  Houston's  Cameron  II 
Works,  a  leader  in  oil  technology  and  metallurgy.  Even  with 
collapse  in  oil  drilling,  Cameron  does  over  a  half-billion  doll 
a  year  in  sales.  Current  depressed  market  value  of  Cameron's 
million  shares  is  $300  million.  The  Abercrombies  also  contrc 
young  fluff  of  a  company,  Worlds  of  Wonder.  What  does  WC 
sell?  A  talking  bear.  WOW  is  about  to  go  public  for  a  proba 
market  value  of  more  than  $300  million. 

So,  the  stock  market  decrees  that  a  promotional  comps 
peddling  a  hot  toy  is  more  valuable  than  a  battered  but  well-) 
technology  company.  If  you  want  to  call  this  efficient  prici 
go  ahead,  but  don't  tell  us  it  is  sensible  pricing.  The  story, 
Howard  Rudnitsky  and  Rita  Koselka,  is  on  page  30. 
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GIVE  HER  A  DIAMOND  TO  INFLAME  HER  SENSES. 


Every  quality  diamond  of  a 
or  more  is  one  of  natures  rarest 
aost  exquisite  phenomena— 
more  fire;  more  sparkle  and 
Hat  ion. 

Each  is  a  visible  reflection  of 
Unique  in  all  the  world; 


possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4(£"s:  Cut;  Color;  Clarity  and 
Carat-weight.  These  determine  the 
value  of  a  diamond— and  to  an 
astonishing  degree;  the  beauty  and 
value  of  your  jewelry. 


\bur  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful, 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


I  shown  features 
/diamond  of  2.03  carats. 


A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE. 
AFIRE  RARELY  SEEN. 
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Edited  by  John  A.  Conway 


The  banzai  bankers 

Anyone  who  doubts  whether  the 
Japanese  will  fare  well  in  their 
invasion  of  U.S.  banking  has  only  to 
glance  at  a  productivity  study  done  by 
American  Banker  on  the  top  300  Amer- 
ican banks,  ranked  by  deposits.  Num- 
ber one  was  New  York  City's  Fuji 
Bank  &.  Trust,  which  scored  an  "effi- 
ciency ratio"  of  0.74,  meaning  it  spent 
74  cents  for  every  $1  in  profits.  This 
ratio  produced  a  net  income  per  em- 
ployee of  $115,756.  (Fuji,  with  $2.4 
billion  in  deposits,  concentrates  on 
wholesale  banking.)  The  lowest-rank- 
ing bank  in  the  study  was  Denver- 
based  Colorado  National,  with  $1.1 
billion  in  deposits.  It  spent  $546.84 
for  each  $1  profit,  and  the  net  per 
employee  was  $80.  Colorado  National 
blamed  its  poor  showing  on  problem 
loans  in  agriculture,  energy  and  real 
estate. 


The  manufacturer's  map 

Where  does  the  sun  shine  best  for 
manufacturers?  Grant  Thornton, 
the  Chicago-based  CPA  and  consul- 
tant firm,  has  drawn  its  seventh  annu- 
al manufacturing  map,  based  on  a  sur- 
vey of  36  state  associations  represent- 
ing 90,000  manufacturing  companies. 
For  the  second  year  in  a  row,  South 
Dakota  was  tops,  with  Utah,  Nebras- 
ka and  Arizona  ranking  next.  Least 
favored  among  the  "lower  48"  (Alaska 


and  Hawaii  were  not  included)  was 
Michigan,  the  smokestack  capital. 
The  ranking  was  based  on  22  factors, 
from  population  and  taxes  to  wages 
and  welfare.  They  tell  the  South  Da- 
kota story.  The  state  ranks  lowest  in 
unions  (now  second  on  the  manufac- 
turers' worry  list),  third  lowest  in 
wages  (the  first  concern)  and  lowest  in 
energy  costs  (the  number  three  head- 
ache). Michigan,  by  contrast,  tops  the 
wage  scale  ($12.18  an  hour  vs.  a  na- 
tional $9.02),  and  its  labor  is  almost 
55%  unionized  vs.  about  20%  nation- 
ally. Similarly,  New  York  was  ranked 
42nd.  The  Empire  State  is  second  in 
taxes — $165  per  capita,  against  a  $1 16 
national  average — and  spends  $539 
for  each  welfare  recipient,  compared 
with  $235  nationally.  By  regions,  the 
Southwest  was  tops,  followed  by  the 
Southeast,  North  Central,  South  Cen- 
tral, New  England,  Midwestern,  Mid- 
eastern,  Western  and  Great  Lakes  ar- 
eas. "Three  of  the  top  four,"  noted 
Selwin  Price,  Grant  Thornton  partner 
in  charge  of  the  survey,  "are  still 
southern."  But  the  Frostbelt  contin- 
ues to  close  the  gap,  he  added,  since 
four  of  the  top  ten  states,  including 
North  Dakota  and  Kansas,  are  in  it. 


Grandfather  turns  35 

The  grandfather  of  commercial 
computers,  Sperry  Corp.'s  Univac 
I  (Universal  Automatic  Computer), 
turns  35  this  month.  The  Census  Bu- 
reau bought  the  first  in  1951.  Devel- 


Where  the  climate  shines  on  manufacturing 


State  ranking, 

as  rated  by  Grant  Thornton 


oped  by  co-inventors  J.  Presper  Ecke 
and  John  Mauchly  of  the  Ecker 
Mauchly  Computer  Corp.,  it  weight 
in  at  15  tons,  stood  9  by  7  by  14  fee 
Univac  I  ushered  in  the  era  of  con 
mercial  computers,  whose  forerunm 
was  the  one-of-a-kind  military  at 
government  machine  of  World  War 
Its  first  assignment  was  some  tabula 
ing  for  the  1950  census,  and  it  was  tl 
first  computer  to  help  telecasters  pr 
diet  election  results,  in  1952.  Univac 
could  shoulder  the  tasks  of  10,0C 
clerks;  today's  mainframes  can  hai 
die  those  of  1  million  to  10  millioi 
Univac  I  cost  $1.3  million;  a  $4,50 
Sperry  personal  computer  can  eqiu 
its  output,  at  20  times  its  memory  arj 
speed.  According  to  retired  Sperry  ei 
gineer  Carl  Hammer,  72,  it  cost  I 
million  to  $10  million  to  develo 
Sperry  built  46  of  the  computers  fro 
1951  to  1958,  kept  3  of  them  and  sol 
the  rest  to  the  Air  Force,  Army,  Gel 
eral  Electric,  Metropolitan  Life,  U 
Steel  and  Du  Pont,  among  others.  Tl 
Census  Bureau  still  uses  Sperry  mail 
frames,  but  ones  with  close  to  2,6(1 
times  the  memory  and  3,000  tim< 
the  speed  of  Univac  I.  After  73,5( 
hours  of  labor,  Univac  I  was  retired  | 
the  Smithsonian  in  1963. 
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Let's  hear  it  for  the 
old  school  card 

Credit  cards  are  becoming  part 
the  old  college  try.  Boston  Uri 
versity's  alumni  association  and  tl 
city's  State  Street  Bank  have  come  i 
with  a  new  BU  MasterCard,  availab 
to  100,000  alumni,  faculty  and  sta 
For  $20  a  year,  subscribers  will  get 
credit  line  of  up  to  $3,000  and  ; 
interest  rate  of  16.5%.  The  boon 
the  university  is  that  every  time  tl 
card  is  used,  State  Street  will  pay 
percentage  of  the  tab  to  BU.  Stai 
Street  Vice  President  Sidney  Hortc 
jumped  at  the  idea.  He  figured  it  cou 
bring  at  least  4,000  new  customers 
lower  than  usual  cost.  "It's  a  wi 
win,  win  situation,"  he  says.  "V 
hope  it  will  be  as  popular  as  cla 
rings."  Texas  A&M  started  a  simil 
program  a  year  ago.  Aggie  alum 
formed  a  credit  union  to  serve  375,0( 
grads,  faculty  and  students  and  issut 
credit  cards  with  a  16%  interest  rat 
The  idea  was  to  turn  back  earnings 
the  school's  development  office, 
far  the  credit  union  has  accumulati 
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million  in  assets — cash  loans  and 
ounts — but  profits  so  far  have  all 
n  used  to  cover  expenses. 


e  bashful  lawyers 

he  Supreme  Court  ruled  in  1977 
that  lawyers  could  advertise,  but 

majority  still  shy  away  from  the 
ctice.  A  canvass  of  600  attorneys 
the  ABA  Journal  found  that  only 
'o  of  lawyers  have  ever  tried  adver- 
ng,  and  even  fewer,  20%,  have 
d  hiring  public  relations  firms, 
ly  17%  now  advertise  and  14%  use 
>lic  relations,  and  the  number  in- 
ding  to  use  either  in  the  future  is 
t  a  bit  higher.  Among  the  advertis- 

32%  are  litigators  and  30%  in 
eral  legal  practice.  Only  19%  of 

corporate  lawyers  said  they  adver- 
:d,  although  32%  of  these  used 
)lic  relations.  Surprisingly,  nearly 
:-third  of  those  who  have  at  least 
d  advertising  earn  $35,000  a  year 
[ess.  Why  don't  more  lawyers  ad- 
tise?  Of  those  who  don't,  46%  say 
5  unprofessional. 


reat  at  the  top 

he  pay  and  the  perks  may  be  great, 
but  life  at  the  top  can  be  tough, 
s  a  new  survey  of  100  executives  at 
I  top  companies.  Besides  their  aver- 

5 7-hour  week  at  the  office,  execu- 
:s  spend  an  average  10.5  hours  a 
iV.  working  at  home,  according  to 

survey  sponsored  by  Robert  Half 
=rnational,  the  New  York  City- 
ed  headhunters.  That  adds  up  to  13 
ra  40-hour  work  weeks — 3  extra 
nths — each  year.  Middle  managers 
no  layabouts,  either.  They  put  in  a 
hour  week  and  an  average  of  7 
irs  a  week,  or  about  9  weeks  a  year, 

home,  while  staff  personnel 
rked  about  3  hours  a  week  extra,  or 
reeks  a  year. 


e  star-spangled  rose 

I  he  rose,  already  the  state  flower  of 
Georgia,  Iowa,  New  York  and 
rth  Dakota,  is  now  favored  to  win 
tigress'  nod  as  the  first  official 
«ver  for  the  whole  country.  The 
tate  has  approved  a  resolution  by 
lator  J.  Bennett  Johnston  (D-La.), 
o  introduced  it  with  an  appropri- 
ly  flowery  address  that  included 
hen  Love  first  came  to  the  earth, 
spring  spread  rosebuds  to  receive 
n."  A  fellow  Louisiana  Democrat, 
Dresentative  Lindy  Boggs,  has 
impioned  the  rose  in  the  House, 


where  it  has  261  cosponsors.  (GOP 
Representative  Robert  Michel  of  Illi- 
nois has  renewed  the  long  crusade  of 
Senator  Everett  Dirksen  for  the  mari- 
gold, but  the  rose  is  rated  to  win.)  The 
campaign  was  nourished  by  Roses 
Inc.,  representing  203  commercial 
growers  in  33  states.  James  Krone,  the 
association's  executive  vice  presi- 
dent, hymns  the  rose  as  "without 
question  the  most  recognized  flower 
in  the  U.S.,"  noting  that  Americans 
spend  more  than  $1  billion  to  buy  625 
million  roses  a  year. 


The  bonus  goes  abroad 

Executive  bonuses,  once  an  ail- 
American  product,  are  showing 
up  increasingly  overseas,  according  to 
Towers,  Perrin,  Forster  &  Crosby,  the 
New  York  City-based  management 
consultants.  Six  years  ago  only  10%  of 
companies  in  the  U.K.  had  stock  op- 
tion plans  for  executives.  Now  about 
96%  offer  them,  says  Robert  Cosca- 
rello,  a  TPF&C  vice  president.  Simi- 
larly, nearly  70%  of  U.K.  companies 
offer  bonus  plans,  up  from  8%  in 
1979.  In  Brazil  70%  of  companies 
have  bonus  plans,  up  from  40%  to 
50%  five  years  ago.  In  France  80% 
have  incentive  plans,  more  than  dou- 
ble the  figure  five  years  ago,  and  those 
with  stock  option  plans  have  gone 
from  10%  to  30%  in  the  same  five 
years,  he  says.  Australian  firms  with 
bonus  plans  have  risen  from  50%  to 
60%,  and  in  Japan  about  a  third  have 
annual  bonus  plans,  more  than  double 
the  number  five  years  ago. 
Why  the  rise?  Coscarello  credits  the 


influence  of  the  U.S.  multinationals, 
a  major  force  in  many  foreign  econo- 
mies. In  Japan  and  the  U.K.  particular- 
ly, financial  institutions  have  forced 
the  change,  he  says.  Since  they  offer 
bonuses  and  options,  companies  in 
industries  competing  for  the  same  ex- 
ecutives have  had  to  follow  suit. 


TV,  TV,  on  the  wall 

Setmakers  have  been  talking  about 
on-the-wall  TV  screens  for  30 
years,  but  none  ever  made  it  to  the 
showroom  floor.  Now  Citizen's 
Watch  of  Tokyo  has  come  up  with  the 
Stick-Up,  a  black-and-white  set  that 
weighs  a  pound,  is  1.3  inches  thick 
and  measures  4.6  inches  by  8.6  inch- 
es, with  a  squinty  3.5-inch  screen. 
The  high-tech  liquid  crystal  display 
set  sticks  to  the  wall  with  Velcro.  The 
set,  which  can  be  used  with  a  VCR, 
also  comes  with  a  handle  that  doubles 
as  a  stand  (if  the  Velcro  doesn't  hold). 
It  goes  on  sale  this  fall  for  $150,  and 
Citizen  hopes  to  sell  1  million  of 
them  this  year. 


How  far  the  horizon? 

Is  American  management  so  preoc- 
cupied with  the  short-term  battle 
of  quarterly  profits  that  it  is  losing  the 
long-term  war  of  keeping  the  econo- 
my rolling?  To  find  answers,  Egon 
Zehnder  International,  the  Chicago- 
based  consulting  firm,  questioned  100 
chief  executives:  81%  of  them  agreed, 
and  89%  feared  avoidance  of  long- 
range  planning  was  hurting  the  coun- 
try's competitive  edge.  An  over- 
whelming 92%  blamed  their  short- 
sightedness on  "the  focus  by  Wall 
Street  and  the  financial  press  on  quar- 
terly earnings  reports."  But  almost 
half  also  admitted  that  with  their  pay 
and  incentives  tied  to  share  prices, 
focus  on  quick  results  was  a  natural 
reaction.  The  key  to  raising  industry's 
sights,  almost  80%  thought,  is  new 
tax  policy  to  reward  long-term  invest- 
ment. Kai  Lindholst,  Zehnder's  North 
American  director,  sympathizes: 
"The  cost  of  capital  is  higher  here 
than  in,  say,  Japan.  The  need  to  pay 
for  it  makes  the  short-term  return  im- 
portant." Managers  don't  like  operat- 
ing from  quarter  to  quarter — 52%  said 
they  spent  most  of  their  time  think- 
ing about  the  long  term.  Lindholst 
also  speculates  that  the  vastness  of 
the  U.S.  market  may  blind  many  to 
the  need  to  look  abroad.  "We  promote 
free  trade,"  he  notes,  "while  other 
countries  promote  exports." 
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OUR 
BUILDINGS 
ARE  FULL 
OF  HOLES. 


Follow-Through 


Pre-punched  panels  and  struc- 
tural help  insure  faster  con- 
struction and  better  alignment 
in  buildings.  It's  done  in  the  fac- 
tory, and  it's  a  standard  only 
on  Butler®  buildings.  It  helps 
everything  stay  in  line 
on  your  project. 

Call  today  for  your 
FREE  BROCHURE  of 
Butler  exclusives. 
1-800-421-2769 

Buildings  that  line  up 
in  less  time. 

Only  from  your  Butler  Builder* 


BUTLER 
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The  boys  from  Tiberias 

enahem  Golan  and  Yoram  Glo- 
i  bus,  who  took  over  Hollywood's 
Cannon  Group  in  1979,  made  their 
mark  with  titles  like  The  Last  American 
Virgin  and  Texas  Chain  Saw  Massacre  II. 
The  results  were  sneers  from  the  boys 
in  the  Polo  Lounge  and  prosperity  for 
Cannon  (Forbes,  Mar.  26,  1984).  In 
1983  the  two  cousins  from  Tiberias  in 
the  Galilee  produced  18  films  for 
about  $70  million,  a  $4  million-per- 
picture  average,  compared  with  $11.6 
million  for  the  big  studios.  Their  1983 
revenues  totaled  $63  million,  earn- 
ings almost  $6  million.  They  did  it  by 
keeping  budgets  low,  outraging  labor, 
which  required  crews  of  45,  by  using 
nonunion  crews  of  25. 

Since  then  Golan  and  Globus  have 
continued  to  make  waves — and  mon- 
ey. By  last  year  Cannon  Group  was 
one  of  the  world's  largest  independent 
filmmakers,  with  revenues  of  $151 
million  and  income  of  $15  million.  In 
the  first  quarter  of  this  year  revenues 
rose  to  $52  million,  double  the  same 
period  last  year,  and  earnings  rose 
43%,  to  $3  million.  Within  the  last 
year,  the  company  released  26  films, 
including  Runaway  Train  and  Fool  for 
Love,  and  signed  contracts  with  such 
stars  as  Sylvester  Stallone,  Christo- 
pher Reeve,  Whoopi  Goldberg,  Antho- 
ny Quinn  and  Placido  Domingo.  This 
year  Cannon  says  it  will  make  35 
films,  at  a  modest  $5  million  each, 


and  it  has  signed  on  still  mo 
names — Sally  Fields,  Michael  Cai 
and  Franco  Zeffirelli,  among  othe 
Their  newest  release,  Stallone's 
bra,  drew  outraged  howls  from  t 
critics  and  million-dollar  lines  at  l 
box  office. 

Golan  and  Globus  have  also  ga 
on  a  buying  spree,  both  here  a 
abroad.  Last  year  they  bought  a  chi  _ 
of  theaters  in  Great  Britain  for  $}  ;:; 
million,  another  in  Italy  for  $11  n 
lion.  Last  month  they  snatched 
Commonwealth  Theaters,  a  425-tl 
ater  chain  in  the  Midwest,  for 
million  in  cash,  and  the  Screen  Ent 
tainment  division  of  Great  Britaii 
Thorne  EMI,  complete  with  a  libr 
of  2,000  movies  and  newsreels, 
Elstree  production  studio  and 
movie  screens,  for  about  $270 
lion.  This  deal  makes  Cannon 
U.K.'s  largest  theater  company.  Ba 
ly  a  week  before,  Australian  entrep 
neur  Alan  Bond  had  reportedly  ps 
$190  million  for  Screen  Enterta 
ment.  Did  Cannon  overpay?  "T 
company  was  run  very  badly, "  Glob 
says,  adding  in  beautifully  mix 
metaphors:  "It  is  a  diamond  in 
rough,  a  gold  mine." 

To  finance  all  this,  Cannon  float 
$200  million  in  long-term  debt  eai 
this  year,  and  in  March  Golan 
Globus  listed  Cannon  on  the  N« 
York  Stock  Exchange.  It  prompt 
sailed  to  a  high  of  42lA  per  share  1 
fore  settling  back  to  its  recent  38 
and  a  price/earnings  ratio  of  12. 
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Globus  (right),  Golan  and  a  few  of  their  stars 

The  critics  cry  havoc,  the  box  office  shouts  money. 
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[?  hen  the  multibillion-dollar  de- 
I  fault  of  the  Washington  Public 
iver  Supply  System  ("WHOOPS") 
ids  started  investors  streaming  for 
ire  protection,  some  heavy  hitters 
Wall  Street  created  Financial  Guar- 
:ee  Insurance  Co.  (FGIC).  The 
inders  were  Merrill  Lynch,  Shear- 
1  Lehman  Brothers,  Lumbermens 
ltual  Casualty,  General  Electric 
;dit  and  General  Re  (later  joined  by 
.  Morgan).  Chief  executive  and 
mder  Gerald  Friedman,  who  came 
ix  from  the  American  Municipal 
id  Assurance  Co.,  figured  that  the 
n  would  insure  $25  billion  in  new 
inicipal  bonds  over  the  next  five 
irs  (Forbes,  Follow-Through,  Jan. 
1984). 

lince  then,  FGIC  has  insured  $19.5 
Hon  worth  of  bonds,  $15.8  billion 
1985  alone.  But  FGIC  needs  to  have 

in  reserves  for  all  policies  in  force, 
1  it  has  only  $300  million,  too  close 

comfort. 

»o  FGIC  will  sell  4  million  shares — 
5%  of  the  company — at  $24  next 
mth,  use  $40  million  of  the  $100 
Uion  raised  as  new  capital,  the  rest 
pay  off  loans.  (The  founders  will 
d  their  86.5%  for  a  year.) 
Vith  an  Aaa  rating  from  Moody's 
1  with  Goldman,  Sachs  as  lead  un- 
writer,  the  issue's  prospects  look 
ght — with  one  cloud.  FGIC  will  be 
iting  harder  in  a  smaller  market, 
.ver  interest  rates  and  looming 
inges  in  the  federal  tax  code  have 
npened  demand  for  municipal 
ids — and  insurance.  Premiums 
re  dropped  with  interest  rates, 
rhat  is  not  good  news  for  FGIC, 
ich  has  focused  on  the  new-issues 
rket.  In  addition,  investment  earn- 
;s  on  its  premiums,  more  than  half 
-GIC's  $43  million  in  revenues  last 
ir,  are  heavily  dependent  on  tax- 
:mpt  bond  performance.  FGIC  will 
;d  new  areas  of  business  but  has 
:  been  that  aggressive  selling  insur- 
;e  to  mutual  funds  and  unit  invest- 
nt  trusts.  Secondary  market  insur- 
:e  brought  in  only  10%  of  FGIC's 
siness  last  year. 

io  why  go  public  now?  "We  view 
s  as  an  opportunistic  financing," 
s  Friedman.  Opportunistic,  indeed, 
e  market  value  of  shares  owned  by 
ginal  investors  will  be  $24;  they 
d  $9.  Gerry  Friedman,  who  earned 
irly  $500,000  last  year,  will  own 
ck  worth  $26.5  million  and,  if  all 
:s  well,  will  get  another  $6.9  mil- 
o  worth  over  the  next  28  months. 


Before  there  was  Castro, 
there  was  Partagas. 

H9HE 
k 


The  tradition  of  Cuban  cigar- 
making  does  not  live  entirely  in 
the  past. 

The  fact  is:  a  Partagas  Cigar  is  still 
made  as  it  was  made  in  Havana  before 
the  Cuban  Revolution. 

The  secret  of  Partagas  is  a  living 


Cuban  legend.  His  name  is  Ramon 
Cifuentes.  And  ever  since  he  was 
exiled  from  Cuba  more  than  20 
years  ago,  he  has  continued  to  make 
Partagas  Cigars  as  only  he  and  his 
colleagues  can  make  them. 
One  by  one  by  hand. 


PARTAGAS 


Cifuentes  Y  Cia  1986 


VAN  KAMPEN  MERRITT 
U.S.  GOVERNMEP^^) 


10.33* 

Plus  the  safety  of  U.S.  government 
and  agency  securities,  monthly  dis- 
tributions, distribution  reinvestment 
at  no  charge,  and  low  investment 
minimums.  Plus  an  exceptional  fea- 
ture concerning  quality. 

Both  the  current  return  and  the  net 
asset  value  will  fluctuate  as  market 
conditions  change.  $16.37  and  $15.30 
were  the  net  asset  values  on  5/15/86 
and  5/15/85. 

Call  1-800-DIAL-VKM,  Ext.  2012. 
TOLL  FREE.  (Georgia  residents  call 
1-800-633-2252.)  Weil  rush  a  pro- 
spectus which  includes  information 
about  charges  and  expenses.  Read 
it  carefully  before  you  invest  or  send 
money.  Call  today,  day  or  night. 

Suitable  for  IRAs. 


"Current  return  is  determined  by  annualizing  the  distributions  paid  per  share  for  the  1  month 
ending  May  15,  1986  and  dividing  the  result  by  the  average  maximum  public  offering  price 
for  the  same  period.  ®  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 
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Readers  Say 


Cheap  capital 

Sir:  Yes,  Japan's  average  tax  on  busi- 
ness is  greater  than  ours,  and,  yes, 
their  economy  is  blossoming  (Fact 
and  Comment  II,  June  2).  But  the  cause 
of  our  dreary  business  climate  is  the 
high  cost  of  capital  to  U.S.  industry. 
Capital  costs  are  much  lower  in  Japan. 
Japan's  national  savings  rate  is  much 
higher  than  ours.  Equity  appreciation 
is  not  subject  to  a  capital  gains  tax. 

Packwood's  plan  adds  another  $108 
billion  in  additional  tax  on  U.S.  busi- 
ness and  penalizes  equity  investment 
even  more. 

When  will  we  ever  learn? 
—John  D.  Harris 
President, 

Harris  Leasing  Corp. 
Dayton,  Ohio 


Antitort  reform 

Sir:  Re  "Another  Reason  For  Tort  Re- 
form" (Fact  and  Comment  II,  May  5).  [I] 
find  it  difficult  to  accept  the  call  for 
"tort  reform"  as  valid  or  necessary. 

Last  year  there  were  no  more  than  40 
verdicts  of  $1  million  or  more  handed 
down  by  juries.  How  many  of  these 
verdicts  were  changed  on  appeal  I  do 
not  know.  For  injured  parties,  there  is 
no  appeal.  These  verdicts  represented 
less  than  three-tenths  of  1%  of  all  of 
the  civil  cases  filed  in  the  U.S.  in  1985. 

Some  36  players  were  paid  a  million 
dollars  or  more  for  hitting  a  baseball, 
15  were  paid  a  million  dollars  or  more 
for  throwing  a  baseball,  and  5  were 
paid  a  million  dollars  or  more  for  re- 
lieving some  of  the  15  throwers. 
— Robert  L.  Gernon 
Administrative  Judge, 
22nd  Judicial  District,  State  of  Kansas 
Hiawatha,  Kans. 


Grace  note 

Sir:  The  Forbes  story's  bottom  line 
was  that  "a  $1  investment  in  W.R. 
Grace  &  Co.  at  the  end  of  1945  is  now 
worth  $23  . .  .  not  bad,  except  that  a 
$1  investment  in  the  S&.P's  500 
would  have  grown  to  $77"  (May  5). 

Over  the  years,  business  magazines 
invariably  wait  until  our  fertilizer 
business  is  in  the  pits  to  come  in  and 
write  articles  about  the  wisdom  or 
lack  thereof  of  W.R.  Grace  &  Co.  If  we 
were  not  in  fertilizers,  we  would  not 
have  these  swings,  but  we  are  in  fertil- 


izers. Pretax  profit-wise,  there  was  an 
incredible  $223  million  adverse  swing 
from  the  level  of  ten  years  ago,  when 
we  earned  $155  million  pretax. 

Had  Forbes  chosen  to  go  ten  years 
further  back,  the  year  before  the  under- 
signed joined  the  company,  the  story 
would  look  entirely  different.  Net  net, 
Grace  performance  in  some  50  years 
[soundly  beats]  that  of  S&P's  instead  of 
S&P's  being  about  3  times  Grace  in  the 
comparison  chosen  by  Forbes. 

The  smart  guy  who  bought  $100  of 
Grace  in  1 972  would  have  gotten  $  1 05 
in  dividends  over  the  next  13  years 
and  ended  up  with  an  investment 
worth  $210.  The  stupid  guy  who  put 
$100  into  the  S&P's  500  would  have 
gotten  only  $61  in  dividends  and  end- 
ed with  an  investment  worth  $201. 
— J.  Peter  Grace 
Chairman  and  Chief  Executive, 
W.R.  Grace  &  Co. 
New  York,  NY. 


antidumping  statutes.  Rather,  I  trij 
to  emphasize  in  your  recent  intervi< 
with  me  that  the  U.S. -Japan  trade  d 
icit  is  a  result  of  fundamental  stn 
tural  factors  in  both  societies,  inch 
ing,  most  important,  the  relative 
open  nature  of  U.S.  society  as  oppos 
to  the  more  conservative  nature 
Japanese  society. 
— -Clyde  V.  Prestowitz 
Counselor  to  the  Secretary, 
International  Trade  Administration, 
Department  of  Commerce 
Washington,  D  C 


Something  out  of  nothing1 

Sir:  What  contribution  does  the  effe 
of  these  two  money  men,  Thorp  ai 
Regan  (May  5),  make  to  society?  Wfc 
do  they  build?  What  do  they  produc 
Is  their  activity  actually  "business' 
— William  Lockhart 
San  Francisco,  Calif. 


Culprits 

Sir:  Re  your  editorial  comment  about 
astronomers  and  Halley's  Comet  (May 
19)  If  one  wants  to  look  for  culprits 
who  overpromoted  and  overpubli- 
cized  the  appearance  of  Halley's  Com- 
et in  1985-86,  one  should  recognize 
the  fast-buck  entrepreneurs  who  sold 
cheap  telescopes,  T  shirts,  pins,  luxu- 
ry cruises  and  other  gimmicks. 

From  a  scientific  point  of  view,  the 
appearance  of  Halley's  Comet  was  an 
enormous  success.  The  comet  also 
helped  us  to  understand  the  origin  and 
evolution  of  the  entire  solar  system. 
— Charles  A.  Schweighauser 
Professor  of  Astronomy/ Physics, 
Director, 

Sangamon  State  University  Obsertatory 
Springfield,  III. 


RGO-SPL'SS  Phoeo  Researchers 


Fundamental  differences 

Sir:  I  am  not  leaving  the  Commerce 
Department  in  frustration  ("Every- 
body plays  in  trade,"  June  2).  I  do  not 
believe  we  should  compromise  our 


People  will  read 

Sir:  Re  "Masses  Of  Type  Don't  N« 
mally  Sell"  (Fact  and  Comment,  Ai 
21).  Wrong.  The  more  you  tell,  tj 
more  you  sell.  People  will  read  loi 
copy  if  it  is  informative,  well  preseii 
ed  and  of  interest.  The  same  goes  I 
advertisements  in  magazines  or  new 
papers.  Readership  studies  have  pro 
en  this  for  a  long  time. 
—W  E.  Phillips 
Chairman,  Chief  Executive, 
The  Ogilvy  Group 
New  York,  N.Y. 


Basic  lesson 

Sir:  On  page  40  of  your  article  "T< 
ror's  bottom  line"  (June  2)  you  sho 
an  exhibit  labeled  "The  PLO's  om 
nous  balance  sheet."  Regrettably,  tl 
exhibit  shows  the  PLO's  revenues  ai 
expenses.  As  I  must  repeatedly  unde 
score  for  management  students  at  Sj 
Francisco  State  University,  revenu 
less  expenses  are  the  stuff  of  whii 
income  statements  are  made,  not  hi 
ance  sheets. 
—John  Philip  Coghlan 
Director  of  Marketing, 
Charles  Schwab  &  Co.,  Inc. 
San  Francisco,  Calif. 

Reader  Coghlan  is  correct.  Editcn 
please  note. — Ed. 
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Canpur  on-line 
transaction  processor 

do  anything  else? 

A  lot  of  on-line  transaction  processors  just  can't  cut  it  if  you  need  them  to  do  other 
kinds  of  processing. 

Oh,  they  can  do  some  of  your  general  purpose  processing  work  when  push 
comes  to  shove. 

But  not  easily,  and  not  efficiently.  That's  where  we  come  in. 

The  NCR  9800  was  built  to  be  an  excellent  on-line  transaction  processor, 
as  well  as  an  excellent  general  purpose  processor. 

How? 

Using  what  we  call  job-specific  modules. 

The  9800's  architecture  lets  you  configure  the  right  processors  to  do  the  job: 
either  application  processors  or  data  storage  processors. 

So  it  can  do  both,  transaction  and  general  purpose  processing,  more  efficiently. 
And  that  leaves  just  one  job  for  you : 
Calling  us.  We're  at  1-800-CALL-NCR. 


NCR980QThe  evolution 
of  the  mainframe. 


NCR 
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Any  Insurance  Cornel 

There's   fef  no  insurance  company  like  V         V  ™ 

We  He? 


Integrity  Life™  There  couldn't  be.  We're  a  subsidiary  of 
The  Equitable,  and  we  do  just  one  thing:  help  you  build 
cash  value  through  special  investment  oriented  vehicles. 

Every  product  Integrity  sells  is  specifically 
designed  for  growth  and  yield.  Through  guaranteed 
rates.  Or  through  a  variety  of  stock,  bond  and  money 
market  portfolios. 

In  the  old  game  of  life  insurance,  a  new 
set  of  rules. 

The  earnings  generated  by  an  Integrity  policy 
go  to  the  person  who's  earned  them.  You.  Plus, 
Integrity  policies  offer  significant  long-term  tax 
advantages.  And  most  importantly,  Integrity  allows 
you  to  be  as  conservative  or  aggressive  as  you  wish. 
How  you  direct  your  premium  dollars  is  up  to  you.  A 
good  example  is  Portfolio  Life™ 

Portfolio  Life.  Too  good  to  be  true? 

Portfolio  Life,  a  Flexible  Premium  Variable 
Life  Insurance  policy,  offers  insurance  coverage  with 
financial  growth  through  various  investment  options. 
You  can  choose  a  guaranteed  rate  of  interest  or  the 
longer  term  growth  potential  of  the  Common  Stock 


portfolio.  There  are  higher  risks,  but  greater 
possibilities  in  the  Aggressive  Stock  portfolioi  k 
Money  Market  portfolio  provides  stability.  Ar 
Balanced  portfolio  is  a  bit  of  everything. 

Portfolio  Life  also  provides  flexibility 
premiums  you  pay.  As  long  as  insurance  and  < 
istrative  fees  are  covered,  you  can  pay  what ; 
want  when  you  want. 

Investment  of  a  lifetime. 
The  reality  of  Integrity  is  that— given 
your  life  insurance  can  become  a  source  of  in 
A  carefully  planned  policy  can  send  your  chil 


college.  And  then  send  their  children  to  collej 
You  can  take  loans  from  your  policy.  T 

You  can  travel  with  it.  Or  retire  on  it. 
How  to  choose. 

Carefully.  As  with  any  long-term  fin; 


The  foi 

syom 


Having 

*Dyi 
Rone 
So  you 


use  isn't  a  home 
rmeowner's 
.  Americans 
is  to  make  sure 
ver  their 
there. 


Can  Protect  Wealth, 
eate  It. 


choosing  the  right  Integrity  policy  depends 
you  are  and  where  you  want  to  go. 
ome  policies  allow  a  single  premium  to  be 
ront.  Others  are  more  flexible.  Obviously, 
Its  of  each  depend  on  your  tax  situation, 
needs  and  life  insurance  criteria, 
he  foundation  of  Integrity  policies  is  adapt- 
>  your  needs  change,  for  example,  a  Port- 
policy  can  be  adjusted  to  meet  them.  Some 
nay  require  approval  and  may  be  subject  to 

that's  in  a  name? 

aving  the  name  Integrity  is  a  lot  to  live  up 
ially  in  the  insurance  business.  But  since 
t  one  thing,  we're  able  to  do  it  well, 
a  you  can  get  more  than  protection.  You 
i  money  along  the  way. 


For  a  Prospectus  on  Portfolio  Life* and  more 
information  on  Integrity  products,  send  us  the 
attached  reply  card  or  call  1-800-325-8583  or 
1-800-824-6095  in  Ohio. 

Integrity  Life  Insurance  Company,  Phoenix, 
Arizona,  is  a  wholly -owned  subsidiary  of  The  Equitable 
Life  Assurance  Society  of  the  United  States. 


'Not  axxiilable  in  all  slates 


I  want  to  know  mxrre  about  Portfolio  Life  and  Integrity  prod- 
ucts. Please  send  me  more  complete  inform  at  ion  and  a  Pro- 
spectus detailing  charges  and  expenses.  Of  course,  I'll  want 
to  read  the  Prospectus  carefully  before  purchasing  a  policy 
or  sending  money.  I  understand  there  is  no  obligation. 

Name  


Address- 
City  


State- 


Zip- 


Telej)hone- 


Fl 


Integrity,  P.O.  Box  182057,  Columbus,  OH 43218 

IkiTEGUlY 

ANewVfayOf  Looking  At  Life. 


©  1986  Integrity 


Exclusive 


rights. 


There  is  nothing  wrong  with 
privilege.  But  with  it  comes  responsibility. 

And,  in  the  purchase  of  a  legend 
there  is  a  heavy  weight  on  the  shoulders 
of  the  buyer. 

So,  when  Regent  International 
Hotels  bought  The  Beverly  Wilshire,  did 
this  signal  the  end  of  a  great  tradition? 

The  answer,  emphatically,  is  'No'. 

The  respect  for  elegance  and 
tradition  will  be  maintained,  even 
underlined. 

True,  they  are  introducing  certain 
essential  technological  trappings.  The 
sort  of  things  that  top  travelers  expect. 

But  there  will  be  only  as  much 
modernity  as  is  strictly  necessary. 

Already,  on  this  privileged  site  at 
the  junction  of  Wilshire  Boulevard  and 
Rodeo  Drive,  there  is  a  feeling  of 
excitement. 

Armfuls  of  fresh  flowers  appear 
throughout  the  hotel  daily,  as  if  by  magic. 

The  staff  have  undergone  special 
training  to  take  the  service,  already 
excellent,  to  new  heights. 

The  old  gal  is  not  exactly  kicking 
up  her  heels. 

But  there  is  a  definite  movement 
in  the  ankles. 


Beverly  Wilshire 

J  BEVERLY  HILLS 

A  REGENT  ®  I  INTERNATIONAL  HOTEL 


Al  VKI.AND.  BANGKOK.  BEVERLY  HILLS.  CHICAGO.  DUSSELDORF.  FIJI.  HONG  KONG.  KUALA  LUMPUR.  LONDON.  MELBOURNE.  NEW  YORK.  OKINAWA.  SYDNEY. 


800-545-4000 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  MOST  SIGNIFICANT  FALLOUT  FROM  CHERNOBYL'S  ATOMIC  DISASTER 


soberingly  good.  Think  of  the  shock  felt  throughout 
ussia  and  much  of  the  world  where  Geiger  counters 
;gan  jumping  from  this  atomic  spill.  But  this  leak  is 
ifinitesimal  compared  with  the  poisons  that  even  a  tiny 
omic  missile  swap  would  spew  through  the  earth's 
mosphere. 

Sickening — literally — vapors  from  Chernobyl  chillingly 


remind  the  world — Russia  and  the  U .  S .  in  particular — that  if 
either  superpower  lobbed  a  few  at  the  other,  both  the  lobber 
and  the  lobbed  and  the  rest  of  the  earth  would  suffer  immea- 
surably in  terms  of  fallout  casualties,  the  poisoning  of  crops, 
livestock,  water,  soil.  For  an  unknowable  length  of  time. 

Chernobyl  should  be  a  turnoff  for  the  aggressively 
inclined. 


NO  MATTER  WHAT  THE  SEC  AND  THE  ACCOUNTANTS  SAY  OR  DO 


.1  in  the  ground  is  as  good  as  money  in  the  bank.  As  a 
latter  of  fact,  in  too  many  instances,  better. 
There's  a  current  double  whammy  on  lowest-price  oil. 
hth  oil  so  cheap,  its  use  for  heating  again  grows  at  the 
ime  time  gasoline  consumption  is  up.  Simultaneously, 
le  more  expensive  production  of  oil  and  the  exploration 


for  new  supplies  all  over  the  world,  as  well  as  in  the 
U.S.,  are  dwindling. 

Which  means  that  the  current  level  isn't  apt  to  sink 
much  lower  too  often  or  for  long.  Eventual  increases  will 
last  longer. 

Ipso  facto.  . . . 

THE  ANSWER  TO  THIS  DELIGHTFUL 
CARTOON  QUERY 

is  "less" — and,  very  often,  "a  lot  less" — in  due  course. 

And  for  an  estimated  6  million,  no  more  income  tax  at 
all.  At  least  until  Congress  starts  upping  the  rates  all 
over  again. 


OH 


"Under  the  new  tax  plan,  do  we  get  it  in  the  neck 
more  or  less  than  under  the  old  tax  plan?" 

THE  MEGA  AD  AGENCIES  EMERGING  FROM  MAJOR  MERGERS 


re  left  with  more  to  worry  about  than  the  nongiant 
?encies  have  to  worry  about. 

Today's  ad  biggies  almost  all  were  conceived  and  fertil- 
:ed  by  creative  geniuses.  They  were  boutiques  before  they 
ecame  department  stores. 

The  brainy  brilliant  in  the  business  will  go  on  landing 
^counts  by  virtue  of  their  Great  Creations.  They  will  go 


on  hanging  up  their  shingles.  They  will  go  on  growing. 
They  will  go  on  merging  a  bit,  too. 

And  major  clients  will  go  on  not  wanting  "their"  agen- 
cy's sibling  agencies  working  for  the  competition.  The 
process  of  agency  birth,  growth,  client  conflict  and  ongo- 
ing metamorphosis  is  as  certain  as  the  life  span  of  megas  is 
as  yet  uncertain. 
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RUPERT  MURDOCH  ENTERS  THE  FREE 

Probably  no  press  lord  has  been  more  put 
upon  by  his  peers  over  the  years  than  this 
driving  dynamo.  His  snowballing  success 
drives  'em  wild.  As  a  result  of  uncanny 
canniness  and  tough  managerial  genius, 
Mr.  Murdoch  may  well  become  the  biggest 
communicator  both  here  and  globally. 

None  of  which  inspires  his  fraternity 
brothers  to  crown  him  with  a  halo.  But 
what  he's  done  with  his  embattled  state- 
of-the-art   London   Wapping  newspaper 


PRESS  HALL  OF  FAME 

plant  has  at  long  last  freed  the  Briti 
press  from  its  stifling  union  enshackl 
ment.  Unbelievable  featherbedding  w 
bankrupting  Britain's  free  press.  And  tl 
tyrannical  unions  would  even  stop  tl 
presses  to  have  editorial  material  remov« 
that  they  didn't  like. 

If  Rupert  never  does  another  thing  (abo 
as  unlikely  as  the  sun's  not  rising),  he 
permanently  on  a  pedestal  with  a  handful 
others  in  the  Free  Press  Hall  of  Fame. 


AS  RECEIVERS  OF  ADVICE,  CHILDREN  ARE  AS  HOPELESS 


as  hapless  parents  are  helpless  not  to  give  it. 

Some  of  the  most  memorable  literature,  though  often 
hackneyed  into  triteness,  is  the  writings  of  fathers  to  sons. 

Before,  between  and  since  Lord  Chesterfield's  Letters  and 
Kipling's  "If,"  there  has  been  some  really  good  stuff  writ- 
ten. And,  of  course,  ignored.  In  Chesterfield's  case,  the  son 
and  the  rest  of  the  world  paid  more  heed  to  his  overcoat. 

In  a  recent  fascinating  exhibition  of  manuscripts,  books 
and  art  from  the  collections  at  Princeton  University  on  the 
subject  of  "Fathers  and  Sons,"  there  were  some  gems.  For 
example,  this  from  a  book  by  fohn  Aikin,  published  in 
Philadelphia  in  1794:  "The  difference  of  opinion  between 
sons  and  fathers  in  the  matrimonial  choice  may  be  stated  in  a 
single  position — that  the  former  have  in  their  minds  the  first 
month  of  marriage,  the  latter,  the  whole  of  its  duration." 

On  that  same  subject,  Woodrow  Wilson's  father  warned 
him  after  being  informed  of  the  future  President's  engage- 
ment, "What  you  say  of  your  future  wife  is  of  course  very 
pleasing  to  me,  who  must  be  delighted  with  whatsoever 
delights  one  whom  I  love  more  than  I  love  myself.  But,  my 
son,  don't  let  this  affection  for  her  consume  your  thoughts. " 

In  letters  to  his  son  Patrick,  Ernest  Hemingway  revealed  a 
wonderfully  soft,  beguiling  side.  In  1942,  when  Patrick's 
boarding  school  wouldn't  let  him  off  to  go  duck  hunting 
with  his  father,  Hemingway  wrote,  "School  seems  to  be 
principally  devoted  to  taking  vacations  away  from  men  as 
far  as  I  can  see  so  far.  ...  If  they  don't  [let  you  out] 

I'm  going  to 
get  kind  of  ra- 
bid because  I 
was  induced 
to  accept  the 
place  on  the 
grounds  of  the 
long  vaca- 
tions. ..." 
While  my 

Hemingway  and  son  Patrick,  Stork  Club,  1944        own  father, 


2  ' 


who  left  his  wee  Scottish  Highland  school  at  14  to  becon 
an  apprenticed  printer's  devil,  placed  an  enormous  value  c 
a  college  education,  he  wouldn't  have  expressed  his  entrn 
siasm  in  the  manner  George  Washington  did,  in  a  letter 
his  stepson's  teacher:  "You  will  be  pleas'd  for  the  time 
come  to  charge  for  [the  upkeep  of  'Jackey's'  horses],  &  f< 
his  Schooling,  proportionate  to  the  expense  &  your  care 
trouble  in  his  Education,  &  I  shall  pay  it  with  cheerfulnes 
as  I  am  more  anxious  for  his  Improvement  than  a  litt 
paltry  saving.  ..."  [Restrain  him)  "from  going  too  fr< 
quently  into  the  water,  or  staying  too  long  in  it  when  then 
as  she  [Mrs.  Washington]  is  apprehensive  of  bad  com 
quences  from  either." 

Of  this  painting  which 
we  acquired  in  1962,  I 
wrote,  "This  eternal  con- 
fidence of  each  new  gener- 
ation in  its  own  ability, 
and  its  impatience  with 
the  well-intentioned  ad- 
vice of  parents  is,  I  guess, 
an  essential,  unchange- 
able part  of  the  whole 
scheme  of  things. 
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"I  have  never  seen  the  thought  better  expressed  than  ii 
the  accompanying  great  painting  by  Antonio  Ciccone.  A| 
his  son  looks  out  to  the  world  and  the  future  with  eage 
confidence  to  get  on  with  the  realizing  of  his  dreams,  the  oL 
man's  face  expresses  a  poignant  combination  of  love  am 
despair  that  he  cannot  pass  on  to  this  boy  the  wisdon 
accumulated  from  his  own  lifetime  of  experience. 

"Is  there  a  father  among  us  or  before  us  who  has  not  ai 
times  shared  that  feeling?" 

Since  Adam  and  Eve  began  this  whole  parenting  thing, 
would  seem  that  young  offspring  have  differed  not  one  whi 
from  the  way  you  and  I  responded  to  the  admonishment  • 
and  advice  of  our  parents,  and  as  our  offspring  react  to  ou 
and  theirs  to  theirs. 


'Kti 


Xjress 
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"THAT'S  KINGS  FOR  YOU" 

7was  just  a  year  ago  that  we  gifted  the  King  of  Malaysia  "The  two  were  thoroughly  impressed  with  the  King's 
h  one  of  the  Harley-Davidsons  that  we  were  using  seriousness  when  he  came  'round  the  corner  to  meet  them 
ing  our  Friendship  Tour  of  Thailand,  ^^^^^^^^^^^     on  a  Harley  that  was  gleaming  as  only  a 


iaysia  and  Singapore.  His  Majesty  The 
:an  Iskandar  of  Johore  (right)  was  so  into 
Harley  that  he  paid  little  attention  to 
spectacular  hot-air  elephant  balloon, 
rom  Johore  Bahru,  His  Royal  Highness' 
ital,  comes  this  report  from  Britain's  star 
:orcycle  journalist,  Barry  Coleman:  "The 
g  has  decreed  that  there  will  be  a  motor- 
ic race  every  three  months  on  a  new  track 
las  recently  constructed  for  the  purpose. 
3  American  two-wheeler  stars  were  sum- 
led  to  participate  in  the  first  meet. 


King's  Harley  can. 

"To  their  question  regarding  the  origin  of 
his  Harley,  His  Majesty  The  Sultan  of  Jo- 
hore said,  'An  American  friend  of  mine  gave 
it  to  me.  But  I  had  to  change  the  rear  sprock- 
et. I  had  to  go  up  a  couple  of  teeth  to  get  a 
touch  more  acceleration.  And  bigger  choke- 
carburetors.  As  a  matter  of  fact,  you  can  get 
a  very  nice  racing  kit  in  the  U.S.  It  should 
be  here  any  day.  .  . .' 
"That's  Kings  for  you.  Give  'em  a  Harley 
I    and  they  build  a  racetrack." 


WHAT'S  THE  USE  OF  COMPLAINING 

One  often  hears  that  thought  expressed  as  a  conclusion  rather 
than  a  question.  But  the  fact  is,  like  a  squeaking  wheel,  complain- 
ers,  more  often  than  not,  get  more  attention  than  they  warrant. 

OPTING  FOR  NO  OPTIONS  TAKES      SOME  FLEXIBILITY  IS  AS  IMPORTANT 


more  will  than  most  car  buyers  have. 


to  people  as  it  is  to  airplane  wings. 


BOOKS 


•  The  Mars  Project — by  Senator 
Spark  M.  Matsunaga  (Hill  and  Wang, 
$17.95).  This  review  is  by  son  Tim, 
our  authority  on  defense  and  space. 
He  is  president  of  the  American  Heri- 
tage division  of  Forbes  Inc. 

"Senator  Matsunaga  builds  a  com- 
pelling case  for  pursuing  a  manned 
sion  to  Mars  in  cooperation  with  the  Soviets — stron- 
:  when  it  evokes  the  almost  spiritual  American  need  for 
jw  frontier,  weakest  in  its  argument  for  the  project  as  a 
s  for  the  common  Cold  War." 

erpts:  Mars.  It  was  there  at  the  beginning,  in  both 
ce  programs.  The  Russians  clung  to  it.  We  turned 
ly  from  it.  In  so  doing,  we  more  than  lost  sight  of  an 
zctive.  We  also  lost  a  Space  Age  frame  of  reference 
our  extraterrestrial  activities.  The  pull  shifted  from 
ce  to  Earth;  from  building  an  infrastructure  leading 
)  space  to  inventing  justifications  for  various  discon- 
ted  space  activities  only  incidentally  related  to  the 
racter  and  opportunities  of  the  Space  Age.  .  .  .  In 
9,  the  Mars  package  was  presented  to  President 
on,  but  only  the  shuttle  emerged.  In  order  to  win 
igress  over,  NASA  made  the  impossible  claim  that 
shuttle  would  eventually  pay  for  itself.  .  .  .  When  the 
ly  [Space  Age]  focus  is  on  commercialization  at  the 
ense  of  exploration,  we  pull  up  short  and  start  look- 
for  pay-off  almost  before  we've  left  the  ground, 
coveries  we  can't  now  imagine  will  offer  the  greatest 
imercial  returns. 


#  Wiseguy:  Life  in  a  Mafia  Family — 

by  Nicholas  Pileggi  (Simon  &.  Schus- 
ter, $17.95).  "Fascinating"  may  seem 
an  inappropriate  word  to  describe 
this,  the  unembellished  life  of  a  hard- 
working, hard-core  member  of  a  ma- 
jor Mafia  family.  The  unemotional 
discussion  of  killings,  bribings  and 
sleazy  relaxings  is  more  absorbing  than  shocking.  Author 
Nicholas  Pileggi  is  probably  the  foremost  reporter-expert 
on  the  Mafia.  He  should  be  recruited  for  the  upper  eche- 
lons of  the  FBI. 

Excerpts:  "It  was  1 956,  before  the  wiseguys  began  having 
all  the  trouble  and  Crazy  Joey  Gallo  decided  to  take  on  his 
boss,  foe  Profaci,  in  an  all-out  war.  It  was  when  I  [Henry 
Hill]  met  the  world.  It  was  when  I  first  met  Jimmy  Burke. 
He  used  to  come  to  the  card  games.  He  couldn't  have  been 
more  than  24  or  25,  but  he  was  already  a  legend.  He'd  give 
the  doorman  a  hundred  just  for  opening  the  door.  He 
shoved  hundreds  in  the  pockets  of  the  guys  who  ran  the 
games.  The  bartender  got  a  hundred  just  for  keeping  the  ice 
cubes  cold.  I  mean,  the  guy  was  a  sport. "...  Violence  was 
natural  to  them.  It  fueled  them.  Snapping  a  man's  arm, 
cracking  his  ribs  with  an  inch- and-a-half- diameter  lead 
pipe,  slamming  his  fingers  in  the  door  of  a  car,  or  casually 
taking  his  life  was  acceptable.  Their  eagerness  to  attack 
and  the  fact  that  people  were  aware  of  their  strutting 
brutality  were  the  key  to  their  power;  the  common  knowl- 
edge that  they  would  unquestionably  take  a  life  ironically 
gave  them  life.  It  distinguished  them  from  everyone  else. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


Hope  of  the  World 

This  year's  college  graduation  cere- 
monies were  marked  by  an  unusual 
event.  At  Georgetown  University's 
Law  Center,  Justice  Sandra  Day 
O'Connor  of  the  Supreme  Court  made 
a  speech  that  lasted  no  more  than  five 
minutes.  This  confirmed  my  long- 
held  conviction  that  the  hope  of  the 
world  depends  on  the  women. 

— James  Reston, 
New  York  Times 

Hometown  Paper 

The  Lake  Wobegon  Herald-Star 
(formerly  the  Star,  then  the  Sun,  then 
bought  by  Harold  Starr  in  1944)  is 
published  every  Tuesday  and  mailed 
second-class  to  some  1,500  subscrib- 
ers, most  of  whom  don't  live  there 
anymore  (and  wouldn't  if  you  paid 
them)  but  who  shell  out  $30  a  year  to 
read  about  it.  They're  Harold's  bread 
and  butter;  retirees  in  Tampa  and 
Tucson  and  San  Diego,  who  keep 
track  of  old  chums  through  the  obitu- 
aries; and  people  who  ran  away  from 
home  to  escape  winter  and  much 
more,  for  whom  the  paper  (a  gift  sub- 
scription from  Mother)  is  fresh  evi- 
dence of  a  life  worth  leaving. 

— Lake  Wobegon  Days, 
by  Garrison  Keillor 

NYC  Outmurders  90  to  1 

"In  the  first  four  months  of  1986, 
five  Americans  were  murdered  by  ter- 
rorists in  Europe  and  464  Americans 
were  murdered  on  general  principles 
in  New  York  City,"  says  a  recent  es- 
say in  the  New  Republic  titled 
"Please  Go  Away."  The  piece  advo- 
cates rethinking  the  Europhobia  that 
is  disrupting  so  many  travel  plans  this 


summer.  "Most  of  those  who  are  cur- 
rently canceling  their  vacations  or 
business  travel  plans  could  do  more 
for  their  life  expectancies  by  losing  10 
pounds,"  it  says. 

— William  Norwich, 
Daily  News 

Revolutionary 

Even  Mr.  Murdoch's  enemies  admit 
he  has  changed  British  newspaper 
publishing  more  radically  than  any- 
thing since  the  abolition  of  the  stamp 
duty  in  1855.  His  revolutionary  defeat 
of  the  union  power  that  was  stran- 
gling Britain's  national  press  has 
opened  up  a  new  era,  where  lower 
costs  will  make  room  for  a  wide  spec- 
trum of  papers  and  opinions.  It  is  a 
broadening  of  press  freedom  that 
seemed  impossible  before  Mr.  Mur- 
doch's extraordinary  coup. 

— Herb  Greer, 
Wall  Street  Journal 

Done  In  by  Dishes 

It  was  then  that  the  three  burly 
detectives  came  into  Mann's  office, 
all  of  them  smiling.  They  were  carry- 
ing large  cardboard  boxes  marked 
"Evidence"  in  big  red  letters.  The  box- 
es were  filled  with  Robin's  kitchen. 
There  were  spoons,  sieves,  mixing 
bowls,  scales,  and  strainers.  The  cops 
gathered  around  and  began  wiping 
their  fingers  around  the  insides  of  the 
mixing  bowls  like  children  swabbing 
up  batter  and  then  rolled  their  eyes 
into  their  heads.  It  was  their  way  of 
telling  Mann  that  Robin's  kitchen 
utensils  were  covered  with  traces  of 
drugs.  Robin  had  always  hated  to  do 
dishes.  No  matter  how  many  times 
Henry  had  warned  her  to  wash  the 


bowls  and  strainers  after  mixing,  si 
just  wouldn't  do  it.  Danny  Mann  four 
it  amusing  that  Henry  was  facing 
sentence  of  25  years  to  life  because h 
girl  friend  hated  to  wash  dishes. 

— Wisegu 
by  Nicholas  Pilegj 


The  only  way  to  mahe  a  ma 
trustworthy  is  to  trust  him. 
— Henry  Stimson,  former  SecreUi 
of  State  and  Wi 


Learn  Way  Out 

We  must  stop  relying  on  prisol 
warehouses  and  create  factories  wit 
fences  around  them,  where  there  i 
some  chance,  however  small,  that  th 
human  beings  we  confine  can  brea 
out  with  some  marketable  skills,  s 
cure  some  added  basic  education  an 
begin  to  build  that  self-esteem  witl 
out  which  we  would  all  be  lost.  Lean 
ing  achievement,  not  just  good  beha 
ior,  should  be  a  large  factor  for  reduj 
tion  of  sentences. 

— Warren  E.  Burge 
Chief  Justice  of  the  Supreme  Couri 
at  the  University  of  Mian 

Thin  Is  Tougher 

When  the  [British  music]  grou 
Sigue  Sigue  Sputnik  formed  two  yeai 
ago,  only  [mastermind  Tony]  Jame 
could  play  an  instrument.  He  chos 
the  other  members  for  their  look: 
"It's  much  easier  to  teach  someone  t 
play  the  drums  than  to  teach  them  t 
be  thin,"  he  says. 

— Craig  Browi 
New  York  magazin 

Kremlin  Credit  Card 

Tall,  attractive  and  crisply  spokei 
the  woman  [Raisa  Gorbachev,  wife  c 
Mikhail  Gorbachev]  who  stands  i 
the  pinnacle  of  Soviet  society  arrive 
in  Geneva  in  an  expensive,  well-ci 
gray  topcoat  and  gray  fur  collar,  fu 
hat  and  suede  boots.  In  London  a  ye£ 
earlier,  she  had  stepped  out  of  a  Roll; 
Royce  to  attend  an  evening  functio 
in  white  satin  and  gold  lame  sandal: 
After  admiring  a  pair  of  diamond  eai 
rings  worn  by  Prime  Minister  Marg£ 
ret  Thatcher,  she  turned  up  at  A; 
prey's  with  a  Soviet  Embassy  aide  an 
picked  out  a  similar  pair  for  $3,00( 
when  asked  how  she  intended  to  pa} 
she  turned  instinctively  to  the  aid 
who  replied,  "American  Express." 

—David  K.  Willi: 
Town  et>  Countr 
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Relevant  Perspectives  First  in  a  Series 


Global  Capital  Raising: 
Have  You  Considered  All  The  Possibilities? 

These  are  remarkable  times  in  the  global  capital  markets.  While  declining  interest  rates  and 
soaring  equity  prices  have  led  to  an  avalanche  of  conventional  financings,  some  of  the  greatest 
opportunities  have  been  found  in  relatively  unexplored  areas. 

Foreign  currency  denominated  bonds  have  emerged  as  an  effective  foreign  earnings  hedge  for 
U.S.  multinationals,  and  through  swaps  often  provide  a  lower  cost  source  of  dollars  than  could  be 
achieved  by  raising  dollars  directly.  Asset-backed  securities  have  opened  a  new  source  of  funds  for 
many  issuers,  dramatically  reducing  interest  rate  exposure  at  the  same  time.  Units  issues  consisting  of 
subordinated  debt  with  equity  warrants  have  provided  most  of  the  advantages  of  convertible  securi- 
ties, while  allowing  a  company  to  achieve  a  higher  exercise  price  for  its  stock  and  greater  flexibility  in 
managing  its  capital  structure.  First  Boston  has  played  a  pioneering  role  in  each  of  these  areas. 

The  firm  is  committed  to  providing  clients  with  relevant  opportunities  in  all  facets  of  the  global 
capital  markets.  With  its  London-based  affiliate  Credit  Suisse  First  Boston,  First  Boston  underwrote 
more  in  securities  for  issuers  worldwide  in  1985  than  any  other  investment  bank — over  $53  billion. 
Our  $1.5  billion  in  combined  capital  funds  allows  us  to  meet  the  most  demanding  needs  of  issuers,  in 
any  market  at  any  time. 

No  matter  how  challenging  your  investment  banking  needs,  First  Boston's  relevant  perspectives 
can  provide  you  with  a  significant  advantage. 

For  more  information  on  how  First  Boston's  capital  raising  capabilities  might  he  relevant  to  you,  call 
David  C.  Batten,  Managing  Director  at  (212)  909-3338. 

First  Boston 

Investment  Bankers 


WhyVfour  Business 
NeedsThe  World  Class 
Travel  Agency. 


to 


Thomas  Cook  Travel  U.S.A.  is  the  World 
Class  business  travel  agency  leading  all 
others  in  the  scope  of  its  services  and  the 
expertise  of  its  travel  professionals.  That's  why 
we're  best  equipped  to  help  cut  through  the 
complexities  of  business  travel  and  manage  dotvn 
your  travel  costs. 

More  than  85%  of  the  business  at  Thomas 
Cook  Travel  U.S.A.  is  business  travel.  We're 
already  helping  some  4,000  U.S.  Corporations, 
including  over  100  of  the  Fortune  500  com- 
panies, reduce  the  costs  of  corporate  travel, 
without  ever  sacrificing  quality  or  service. 

Take  a  look  at  the  combination  of  advantages 
we  alone  offer. 


WORLD'S  LARGEST  NETWORK 
FOR  BUSINESS  TRAVELERS 

Thomas  Cook,  with  over  1,350  locations  in 
143  countries  has  been  meeting  travel  needs  for 
more  than  145  years.  The  cooperation  and 
mutual  support  of  our  integrated  network  of 
offices  assure  uniform  high  levels  of  service 
throughout  the  world. 


DUN  &  BRADSTREET 
RESOURCES 

The  Dun  &  Bradstreet  Corporation  provides 
Thomas  Cook  Travel  U.S.A.  added  financial 
strength  in  today's  volatile  travel  marketplace. 
With  operating  revenues  of  $2.8  billion  in  1985, 
our  parent  company  is  the  world's  largest 
marketer  of  business  information  and  related 
services. 

Dun  &  Bradstreet  and 
Thomas  Cook  Travel  U.S.A. 
share  a  commitment  to 
customer  satisfaction. 
Our  customer's  needs  are  foremost 


THOMAS  COOK  AND  THE 
OAG  ELECTRONIC  EDITION 

Thomas  Cook  and  Official 
Airline  Guides  (OAG),  the 
world  leader  in  travel  informa- 
tion technology  and  also 
a  company  of 
The  Dun  &  Bradstreet 
Corporation  have 
developed  a  revolution- 
ary new  tool  for  travel 
planning  and  expense  control 
—  the  OA  G  Electronic  Edition. 

Any  office  or  home  telecommunicating 
computer  or  terminal  may  be  used  to  book 
reservations  and  arrange  Thomas  Cook  ticketing 
24  hours  a  day\ 

COST  SAVINGS  OF  30% 
AND  MORE 

SM 

•  FARE-CHECK,  computerized  fare  analysis, 
guarantees  the  lowest  airfare  available  at  the  time 
of  ticketing  —  or  Thomas  Cook  will  pay  the 
difference!  FARE-CHECK 
can  cut  travel  expenses  by  /  >*S^, 
30%  and  more. 

•  HOTEL-NET  rates  offer 
savings  of  30%  and  more 
off  standard  corporate  rates  \ 
at  major  hotels  in  the 
world's  most  traveled- to  cities. 
Other  features  include  block  space  at 
selected  hotels,  and  upgrades  when  available. 

CUSTOMIZED  MANAGEMENT 
OF  TRAVEL  EXPENSES 

INFO- LINK SM  manage 
ment  reports  monitor 
every  aspect  of  corpo- 
rate travel  expenses 
and  aid  your  company 
in  streamlining  t 
cash  flow,  tracking 
travel  policy  admin- 
istration, and  in  identify h 
spending  trends  and  travel  patterns. 

Thomas  Cook  Travel  Management  Consultants 
will  assist  you  in  developing  a  program  to  take 
decisive  action  in  managing  doum  your  corporate 
travel  costs. 


COMPREHENSIVE  TRAVEL 
SERVICES 

Each  of  your  business  travelers  is  assured 
Thomas  Cook's  personalized  attention  and  qualit   ifilOK  0! 
services. 

Our  unequalled  range  of  travel  services  inclui 


•  NATIONWIDE  COMPUTER  LINK-UP 
on-line  data  base,  providing  immediate  local 
assistance  to  travelers. 

•  24-HOUR  "ANYTIME 
9  )  43j|  LINE" — toll-free  assistance 
6  s^jf  from  our  own  staff. 

•  TRAVEL  INFORMATION  BANK  — 
worldwide  travel  requirements,  destination 
information  and  more. 
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•  EXPERT  RATE  NEGOTIATION  —  the  be 
possible  rates  through  special  travel  supplier 
concessions. 

•  GROUP  TRAVEL  SERVICES  —  meetings 
and  conferences  from  concept  to  wrap-up 

•  EXCLUSIVE  VIP  TRAVELER  BENE] 

instant  credit,  check-cashing 
free  travel  insurance 
and  free  airport  reception 
and  departure  assistance  at 
selected  overseas  gateways. 


•  VACATION  DISCOUNT  PROGRAMS  - 
substantial  savings  on  a  wide  variety  of  vacation 
packages. 
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QUALITY  ASSURANCE 
PROGRAM 


At  Thomas  Cook,  we  ensure  accuracy  ^ 

"on 


•Cap 


of  documentation  and  the  lowest  fares 
by  cross-checking  at  five  key  points 
—  including  post-audit  of  lowest 
fare  usage. 


Put  the  World  Class  Travel  Agency 
to  work  for  you  today. 

CALL  OUR  DIRECTOR  OF  SALE 
AT  1^800-237-5558. 


Thomas  CookTravel  us.\. 


a  company  of 

The  Dun  &  Bradstreet  Corporation 


act  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


A  FEW  TAX  REFORM  REFORMS 


This  summer,  members  of  the  Senate  and  House  of 
:presentatives  will  iron  out  differences  between  their 
rsions  of  tax  reform.  More  than  its  House  counterpart, 
e  Senate  Finance  Committee  bill  recognizes  that  lower 
<  rates  will  spur  greater  economic  growth  by  providing 
are  incentives  to  get  ahead.  Here  are  suggestions  on  how 
make  a  good  bill  even  better. 

•  Effective  date  of  tax-rate  reductions.  Under  the  Senate 
d  House  tax  plans,  the  promised  cuts  in  tax  rates  won't 
<e  effect  until  midyear,  but  the  loss  of  many  tax  breaks 
)uld  start  at  the  beginning  of  the  year.  Thus,  for  millions 
taxpayers,  next  year  could  see  a  sizable  increase  in  their 
:ome  tax  bills.  The  reason  for  the  six-month  delay:  On 
per  it  will  save  Uncle  Sam  $25  billion  in  revenues.  In  the 
i\  world,  it  could  cost  him  that  much.  The  increased  tax 
rden  will  slow  the  economy;  a  slower  economy  means 
>s  money  for  the  government.  The  delay  will  hurt  tax 
llections  as  people  scramble  to  postpone  reportable  in- 
me  into  1988.  Under  the  Senate  Finance  Committee 
il,  for  example,  next  year's  maximum  effective  rate 
mid  be  38.5%.  In  1988  it  would  go  to  27%. 
Congress  should  make  the  dates  of  the  tax  cuts  and  the 
>s  of  deductions  simultaneous.  In  the  real  world,  there 
11  be  no  loss  of  revenue. 

•  Capital  gains.  In  the  Senate  version,  liberals  have 


finally  achieved  their  old  dream  of  doing  away  with  the 
difference  between  the  tax  on  income  and  the  tax  on  capital 
gains.  With  a  top  rate  of  27%,  the  economy  can  afford  that 
victory.  But  there  should  be  no  levy  on  gains  due  to  inflation. 
During  the  1 970s,  effective  taxes  on  capital  gains  sometimes 
exceeded  100%  when  inflation  was  factored  out.  Tax  re- 
formers such  as  Senator  Bill  Bradley  have  indicated  that  they 
could  go  along  with  such  an  indexing  provision. 

If  these  reformers  truly  followed  their  own  logic,  they 
should  also  permit  full  deduction  of  capital  losses.  Cur- 
rently, deducting  losses  in  excess  of  gains  is  restricted. 

•  The  hidden  maximum.  The  Senate  Finance  Commit- 
tee's bill  effectively  raises  the  maximum  tax  rate  to  32% 
for  people  with  income  between  $75,000  and  $145,000  a 
year.  If  you  earn  more  than  $145,000,  the  rate  goes  down  to 
27% .  This  anomaly  arises  because  the  Finance  Committee 
decided  that  the  15%  tax  rate  on  the  first  $29,300  of  one's 
taxable  income  should  be  raised  progressively  to  27%  if 
you  are  rich.  Thus,  if  you  earned  $145,000,  the  average  tax 
on  your  income  would  be  27%.  What  this  means  is  that 
the  marginal  rate — that  is,  the  tax  on  each  additional 
dollar  earned — would  be  32% .  The  maximum  rate  should 
be  a  uniform  27%. 

With  these  changes,  we  will  get  the  maximum  impact 
from  tax  reform  in  the  fastest  possible  time. 


DECONTROL  IS  NATURALLY  RIGHT 


With  energy  costs  so  low,  the  time  is  right  to  decontrol 
tural  gas.  No  commodity  has  a  more  confusing  set  of 
^ulations  on  its  pricing,  production  and  transportation. 
1  these  rules  have  cost  customers  unnecessary  billions. 
The  1978  Natural  Gas  Policy  Act  was  one  of  the  most 
wildering  and  complex  pieces  of  legislation  passed  in 
odern  times.  Price  controls  were  determined  by  a 
tailed  formula  based  on  what  year  the  gas  was  discov- 
2d.  Perversely,  they  discouraged  production  of  our 
west-cost  gas  reserves  because  the  price  received  for 
ch  gas  was  too  low. 

The  Federal  Energy  Regulatory  Commission  recently 
ited  to  go  about  as  far  as  it  could  in  dismantling 
ntrols,  but  further  legislation  is  needed  to  lift  all  of 


these  regulations  on  natural  gas  prices. 

What  stands  in  the  way  of  cleaning  up  this  mess? 

The  real  roadblock  is  so-called  take-or-pay  contracts. 
That  1978  law  encouraged  gas  transmission  companies  to 
sign  long-term  contracts  that  were  pegged  at  extraordinari- 
ly high  prices.  The  purpose  was  to  assure  a  supply  of  a 
commodity  that  looked  to  be  in  short  supply.  The  compa- 
nies would  have  to  pay  for  this  premium-priced  gas  wheth- 
er they  needed  it  or  not.  Thanks  to  the  quirks  of  the  law, 
pipelines  rightly  fear  that  they  will  be  in  the  financial 
lurch  if  there  is  full  decontrol. 

Congress  should  be  able  to  come  up  with  some  kind  of 
transition  period  that  would  permit  these  contracts  to  be 
renegotiated 
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With  the  IBM  System/36  PC 
you  can  run  your  busines 
fromhere. 


i       This  surprisingly  small  IBM  System/36 1 
has  the  power  to  keep  any  size  Business 
moving.  At  a  surprisingly  small  price. 

Connect  the  System/36  PC  to  your  I 
Personal  Computer,  and  you  have  the  po 
to  build  your  fortune  without  spending  one, 
And  you  also  have  a  system  that's  part  of  the  Syste 
— IBM's  most  popular  multi-user  computer  family.  Wh 
gives  any  business  access  to  the  broad  range  of  System/ 
software  as  well  as  PC  software. 

The  basic  System/36  PC,  a  processor  and  a  personal 
computer,  easily  operates  as  a  standalone  system  in  a  sin 
business.  Or  ties  a  department  in  a  larger  organization 
together  by  connecting  a  combination  of  IBM  PCs, 
System/36  terminals  or  compatible  printers.  So  you  can 
share  information  and  resources. 

And  yet,  with  all  that  power,  the  System/36  PC 
processor  is  so  small,  it  fits  under  your  desk,  on  top,  or 
next  to  it.  Wherever  you  put  it  you  can  run  a  successful 
business  from  the  best  position. 

For  a  free  brochure  on  the  IBM  System/36  PC,  or  for 
information  on  product  availability  from  participating 
Authorized  IBM  PC  Dealers,  Value  Added  Dealers  or  IB 
Product  Centers,  call  1 800  JBM-2468,ext.  007/LD.  Or 
call  your  marketing  representative.  And  be  sure  to  ask 
about. IBM  Credit  Corporation  financing.  ==^=  = 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Corporate  R&D 
spending  is 
staying  high 


Tax  incentives 
have  little 
to  do  with  it 


Is  the  famine 
over  for  good? 


BETTING  ON  AMERICA'S  FUTURE 

Corporate  spending  on  America's  future,  on  research  and  develop- 
ment, is  expected  this  year  to  be  close  to  10%  over  1985's. 

That  follows  an  11%  increase,  in  current  dollars,  in  both  1985  and 
1984,  according  to  National  Science  Foundation  figures. 

The  performance  is  good  in  real  (inflation-adjusted)  terms,  too.  But, 
warns  Jules  Dugas  of  Battelle's  Columbus  Division,  R&D  suffers  a 
higher  inflation  rate  than  ordinary  consumer  prices.  "We've  solved  all 
the  easy  problems,"  he  explains.  "Everything  now  requires  more  and 
more  equipment  and  money." 

By  Dugas'  reckoning,  real  growth  in  corporate  R&D  spending  is  run- 
ning at  around  4.5%  to  5%  a  year.  The  total,  some  $58  billion  in  1986, 
will  be  at  an  alltime  high.  (Universities  and  research  institutes  will 
also  raise  $4  billion  on  their  own  account  annually.) 

Federal  research  funding  is  up,  too — a  consequence  of  increased  de- 
fense spending — but  the  feds  are  putting  up  only  $54.5  billion,  or  47%, 
of  the  $116.5  billion  expected  to  be  spent  this  year  on  R&D.  In  the 
1960s  federal  R&D  spending  averaged  64%  of  the  total. 

Simplistic  though  it  seems,  part  of  the  rise  in  corporate  R&D  spending 
must  be  attributed  to  a  desire  to  restore  U.S.  competitiveness. 

Don't,  however,  overestimate  the  importance  of  the  25%  tax  credit  for 
R&D  spending  introduced  in  1981.  Private  R&D  spending  took  off  two 
years  before  that.  Moreover,  the  credit  lapsed  at  the  end  of  last  year, 
but  spending  has  yet  to  waver. 

Sentiment  in  both  the  House  and  Senate  is  now  running  in  favor  of 
restoring  the  R&D  tax  credit.  The  best  that  can  be  said  for  it  is  that  it 
might  give  a  shove  to  companies  now  on  the  fence.  Corporate  R&D 
spending  did  not  decline  as  sharply  as  history  would  have  predicted 
during  the  1981-82  recession,  and  maybe  the  tax  credit  that  became 
available  that  year  was  an  encouragement. 

There  are  worries  ahead.  After  a  lag,  R&D  spending  relates  to 
corporate  profits  and  cash  flow.  Both  are  currently  less  than  robust. 

And  government  funds  are  being  squeezed.  Gramm-Rudman  will  cut 
some  $2  billion,  or  5%,  from  defense  R&D  (perhaps  more,  since 
soldiers  won't  be  sacked)  and  maybe  $1  billion,  or  nearly  10%,  from 
funds  for  universities  and  research  institutes.  (Corporations,  which  put 
up  less  than  $1  billion  for  "campus"  R&D,  can't  fill  the  gap.) 

Three  areas  will  absorb  much  of  the  federal  money.  So-called  Star  Wars 
and  Stealth,  both  dear  to  President  Reagan's  heart,  are  two.  The  third  is 
NASA.  A  replacement  Shuttle  and  rebuilding  of  existing  ones  will  cost 
maybe  $4  billion  over  the  next  two  to  three  years. 

There  was  a  near  decade-long  famine  in  R&D  spending  in  the  early 
1970s.  It  wasn't  until  1977  that  real  R&D  spending  got  back  to  the 
1969  level.  Perhaps  America  is  paying  for  that  famine  now  in,  among 
other  things,  its  astonishing  appetite  for  imported  goods.  If  the  famine 
is  really  over,  that's  welcome  news  indeed. 
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T  he  Forbes  Index 
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Doldrum  economy.  Orders  for  durable  goods  declined  by 
0.2%  from  the  previous  month;  manufacturers'  inven- 
tories slid  0.3% .  The  resulting  slight  decrease  in  the  ratio 
of  inventories  to  new  orders  counts  as  a  plus  in  the  Forbes 
Index,  which  closed  out  April  0.3%  higher  than  March. 

With  prices  falling  in  the  last  two  months,  the  sluggish- 
ness in  the  economy — particularly  in  manufacturing — 


•preliminary  trev 

could  tempt  the  Federal  Reserve  to  ease  credit.  (Du: 
the  last  three  months  the  money  supply  has  been  gro 
at  a  12%  rate.)  That  could  rekindle  inflation.  So  could 
declining  dollar  if  U.S.  companies  competing  with  im| 
ports  raise  their  prices.  So  could  a  mere  plateauing  in  foi 
and  energy  prices  if  the  other  components  in  the  pri 
index  continue  their  recent  4%  inflation  rate. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FoRBts  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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led*ar*ship 


Leadership 

•  Setting  the  pace:  being  out  front  in  five  diverse 
business  areas. 

•  Showing  the  way;  e.g.,  achieving  in  1985  all- 
time  highs  of  $11. 3  billion  in  sales,  $595.3 
million  in  net  income  and  a  21.8  percent  return 
on  average  stockholders'  equity. 

•  Taking  the  initiative,  as  by  investing  $2.5  billion 
in  capital  expenditures  over  the  past  five  years. 


Marshaling  its  worldwide  resources, 
:kwell  International  is  strengthening 
dership  positions  in  all  the  principal  mar- 
s  we  serve. 

Zhief  among  those  resources  are  123,000 
ployees  worldwide,  25,000  of  them  engineers, 
mtists  and  supporting  technical  personnel.  We 

ked  them  with  a  1985  R&D  investment  of  $1.5  bil-  ■  ^ 

l,  a  record  $367  million  of  it  company-initiated.  And  iflHlHA  RoPkwPl! 

v  the  Allen-Bradley  Company,  a  world  leader  in  indus-  IRVS  WB  .    .  7.  ■ 

i  automation,  is  a  part  of  Rockwell.  mt6m3tlOndl 

Another  impressive  measure  of  Rockwell  leadership  is  ^ 

:onsecutive  years  of  increased  earnings.  To  learn  . . . where  science  gets  down  to  business 

re  about  us,  write:  Rockwell  International, 

partment  815R-178,  600  Grant  Street,  Aerospace  /Electronics  /Automotive 

isburgh,  PA  15219.  General  Industries  /A-B  Industrial  Automation 


We  manage  money  for  4.5  million  people. 


Capital  Holding  is  money  manager  for  millions  of  American 

families. 

We  offer  insurance  protection,  credit  and  savings  prod- 
ucts to  individuals  and  groups  in  the  market  segments  we're 
dedicated  to  serving.  Our  wide  range  of  insurance  and  finan- 
cial products  provides  them  with  protection  and  savings 
throughout  the  cycle  of  life.  These  products  are  distributed 
through  a  unique  variety  of  channels-from  agents  to  direct 
marketing,  from  pension  fund  managers  to  brokers,  financial 
planners  and  retail  selling  centers. 

Our  agency  group  of  affiliates  includes  Commonwealth 
insurance,  Georgia  International  Life,  Peoples  Security  Insur- 
arice  and  National  Standard  Life- providing  personal  attention 


for  our  customers'  money  management  needs.  From  01 
insurance  centers  in  Kroger  supermarkets  to  our  agents 
Main  Street,  these  companies  offer  the  service  and  relia 
of  an  established  local  company,  with  the  added  securif 
confidence  that  come  from  the  financial  strength  of  Cap 
Holding. 

Our  National  Liberty  affiliate  is  the  recognized  leadi 
direct  marketing  of  insurance  and  financial  services -by 
by  "third-party"  programs  to  the  customer  base  ofconrMi 
nies  like  Chemical  Bank  and  Shell  Oil,  by  massive  televii  $ 
campaigns  with  well-known  personalities  like  Roger  Stai^m  - 
and  Lome  Greene  for  its  companies,  Veterans  Life  and 
National  Home  Life. 


Capital  Enterprise  Insurance  Group     Capital  Initiatives  Corporation     Capital  Ventures  Corporation     Commonwealth  Ufe  Insurance  Company     First  Deposit  Cor 
 ~J 


L 


Capital  Enterprise  affiliate  serves  the  individual  prop- 
:asualty  insurance  marketplace.  Capital  Ventures 
marketing  programs  like  our  highly  successful  joint 
fith  the  credit  union  market  through  the  CUNA 
durance  Group. 

1  Deposit  Corporation,  our  banking  affiliate,  offers 
credit  with  VISA  cards  and  other  credit  and  deposit 
through  direct  mail.  And  Capital  Initiatives  markets 
s  retirement  products  to  trusts  and  pension  funds, 
'ther,  these  companies  make  Capital  Holding  a  major 
'  in  insurance  and  financial  services.  With  over  $6.5 
assets  and  a  reputation  for  sound  management  and 
if  growth. 


We  provide  our  customers- primarily  families  of  aver- 
age income -with  a  quality  and  variety  of  products,  services 
and  methods  of  distribution  tailored  to  their  needs. 

In  these  millions  of  homes,  Capital  Holding  and  our  affili- 
ates are  a  trusted  part  of  a  family's  daily  life-and  its  future. 

We'd  like  to  tell  you  more  about  Capital  Holding.  Write 
Margo  Barnes,  Vice  President,  680  Fourth  Avenue,  Louisville, 
KY  40202. 

CapitaHolding 


national  Lite  Insurance  Company     National  Liberty  Corporation     National  Standard  Ute  Insurance  Company     Peoples  Security  Life  Insurance  Company 
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The  old-fashioned  way  to  make  money. 
And  the  modern  way  to  make  money. 

Postindustrial 
society,  talking 
bear  division 


By  Howard  Rutin  itsky 
and  Rita  Koselka 


In  1920  James  Abercrombie 
founded  Houston's  Cameron  Iron 
Works.  Over  a  lifetime  of  sweat 
and  toil,  Abercrombie  built  Camer- 
on into  a  pioneer  in  metallurgy  and 
a  leading  producer  of  oil  and  gas 
drilling  equipment.  Things  are 
tough  today  for  most  of  Cameron's 
customers,  and  hence  for  Cameron. 
This  venerable  company  had  a  re- 
cent market  value  of  $300  million, 
of  which  Abercrombie  family  inter- 
ests own  about  half. 

Ah,  but  producing  sophisticated 
equipment  is  the  old-fashioned  way 
to  make  money.  The  new-fash- 
ioned way  has  little  to  do  with  in- 
dustrial prowess  and  much  to  do 
with  marketing  talking  bears. 

That's  right,  talking  bears.  Early 
in  1985  Donald  Kingsborough,  for- 
merly head  of  marketing  (and  brief- 
ly president)  at  Atari,  was  earning  a 
living  consulting  for  communications 
and  electronics  firms.  Kingsborough 
came  across  a  California-based  com- 
pany called  Alchemy  II.  Alchemy  had 
developed  an  electromechanical  ani- 
mation technology  from  which  had 
been  fashioned  the  prototype  of  a 
stuffed  talking  bear  named  Teddy 
Ruxpin.  What  made  this  Teddy  differ- 
ent from  the  traditional  Teddy  was 


t£I! 


i" 


1 0ME 

tak< 


M.ir\  Lvnn  Rlasutta 


that  you  could  slip  an  audiocassette 
into  its  back  and  it  would  tell  stories 
while  its  eyes  and  mouth  moved. 

Alchemy  first  had  tried  to  license 
the  animal  for  an  animated  television 
series,  unsuccessfully.  Then  they  ap- 
proached the  likes  of  Mattel  and  Co- 
leco,  which  told  the  bear  to  get  lost. 
The  thing  would  retail  at  around  $65, 
and  everybody  knew  people  wouldn't 


pay  $65  for  a  teddy  bear. 

By  the  time  that  Kingsborou 
came  on  the  scene,  Alchemy  was 
financial  trouble.  Kingsborough  kn, 
the  timing  was  right  for  a  new  gi 
mick  in  the  toy  business.  Kingsb 
ough  created  a  company,  Worlds 
Wonder — WOW,  in  more  ways  tb 
one — to  license  Alchemy's  techn 
ogy  and  produce  Teddy  Ruxpin. 

Too  late  for  the  New  York  Toy  Fj 
Kingsborough  had  to  take  the  pro 
type  bears  directly  to  retailers,  and 
an  early  coup  signed  up  Toys  "R"  1 
Now  he  had  to  produce  the  bear. 

Kingsborough  knew  John  How< 
stine,  a  Houston-based  venture  cat 
tal  investor  representing  the  Ab 
crombie  family  interests.  Wot 
Howenstine  like  to  back  the  talki 
bear?  Howenstine  would.  In  Mai 
v  1985  Howenstine  and  the  Ab 
^  "\  crombie  interests  paid  $204,C 
\  \  for  6.2  million  WOW  shar 
lent  WOW  $3.5  million,  and 
up  a  $9  million  credit  lii 
picking  up  another  1.6  milli 
•/  shares. 

In  its  first  fiscal  year,  which  er 
ed  last  Mar.  31,  WOW's  Teddy  R| 
pin  line  generated  $93  million 
revenues  and  $8  million  in  profi 
That  makes  this  an  amazing  sto 
What  makes  it  an  even  more  am, 
ing  story  is  what  happens  next. 

Late  this  month  WOW  is  goi 
public.  Through  Smith  Bamey  a 
Dean  Witter  it  will  sell  4.7  milli 
of  its  21.1  million  shares;  3.1  no 
lion  shares  will  be  new  stock, 
million  from  selling  shareholde 
The  likely  offering  price  is  $13 
$16,  valuing  the  newborn  compa 
at  about  $320  million,  40  times  1 
year's  earnings,  over  3  times  sale 

That's  what  we  mean  about 
new-fashioned  way  to  make  mc 
ey:  After  66  years  Cameron  Iron  ha 
market  value  of  $300  million.  Afifc^ 
18  months  a  talking  bear  company  ^ 
worth  more.  As  a  result  of  the  offeri 
(assuming    it    flies),    the  Howe 
stine/Abercrombie  investment 
$257,000  will  be  worth  nearly  $1 
million.  Donald  Kingsborough 's 
vestment  of  $60,000  (and  a  loan 
$150,000)  will  be  worth  $80  millioi 
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One  needn't  be  churlish  to  wonder 
mether  WOW's  value  will  evaporate 
I  Atari's  did.  Of  course,  WOW's 
takers  insist  that  the  company  isn't 
It  a  one-toy  company.  (Teddy  Rux- 
:  1  comes  with  clothing,  books  and 
her   accessories.)   For  Christmas 


WOW  plans  to  bring  out  a  talking 
Mother  Goose  as  well  as  Snoopy  and 
Charlie  Brown  toys  that  tell  stories 
and  sing  songs  about  the  Peanuts 
gang.  Also  in  the  works  are  WOW's 
Lazer  Tag  toys,  which  shoot  infrared 
light  beams  between  players  wearing 


special  vests. 

Laser-shmaser.  To  make  money  in 
this  particular  part  of  show  business, 
you  need  to  ride  a  fad.  But  fads,  by 
definition,  fade.  Come  on  now,  folks. 
After  all,  how  hard  is  it  to  make  talk- 
ing bears?  ■ 


ist  when  the  takeover  business  seemed  to 
2  ebbing  in  the  U.S.,  along  comes  a  Japa- 
esefirm  with  a  hostile  bid. 

With  friends 
like  these 


By  Andrew  Tanzer 


Domes  now  the  first  hostile 
takeover  attempt  by  a  Japa- 
nese company  of  a  U.S.  compa- 
r.  Will  it  be  the  last?  The  aggressor  is 
L8  billion  (estimated  1985  sales) 
ainippon  Ink  &  Chemicals,  Inc.,  a 
oducer  of  printing  inks,  synthetic 
sins  and  specialty  chemicals. 
Shigekuni  Kawamura,  57,  is  the 
esident  of  Dainippon  Ink.  On  Apr. 
i  he  offered  $75  a  share,  in  cash,  for 
ew  York-based  Sun  Chemical  Corp., 
hose  chairman  and  leading  share- 
)lder  is  Norman  Alexander.  A  few 
eeks  later  Kawamura  raised  his  offer 
$85  a  share. 

At  the  last  offer,  Dainippon  was 
iluing  Sun  at  $663  million,  more 
an  twice  Sun's  value  at  the  begin- 
ng  of  the  year.  Nevertheless,  Alex- 
ider  is  fighting  and  has  raised  his 
:rsonal  stake  in  Sun  from  33%  to 
;arly  47%.  Sun's  recent  price  was 
>3  a  share. 

Kawamura  is  no  stranger  to  Alexan- 
:r.  The  two  have — should  we  say, 
id — been  friends  for  25  years.  Kawa- 
ura's  father-in-law,  Dainippon's 
esident  until  1978,  has  known  Al- 
:ander  longer  still.  Dainippon  has 
:ensed  Sun's  printing-ink  technol- 
;y  for  30  years. 

"We  were  always  looking  for  a 
lance  to  purchase  Sun  Chemical," 
iwamura  confides  when  he  meets 
his  Tokyo  headquarters.  The 


years  ago  with  their  old  friend  Alexan- 
der. But  then,  says  Kawamura,  it  was 
"more  or  less  kind  of  a  joke,"  largely 
because  Dainippon,  with  sales  at  the 
time  of  less  than  $700  million, 
couldn't  afford  to  swallow  the  Ameri- 


can company. 
But  Dainippon 


has  grown  rapidly 


since  then.  And  last  year  Germany's 
BASF  bought  Inmont,  another  big 
U.S.  printing-ink  maker.  Kawamura 
says  he  figured  he  had  better  make  his 
move  on  Sun  before  another  chemi- 
cals giant  did.  "People  nowadays  are 
only  interested  in  high  tech,"  says 
Kawamura,  "but  printing  ink  will 
never  disappear." 

Rare  among  big  Japanese  corpora- 
tions, Dainippon  is  largely  a  family 
affair — as  is  Sun  Chemical.  Dainip- 
pon was  founded  in  1908  by  the  grand- 
father of  Kawamura's  wife.  Shigekuni 
Kuriyama  took  his  wife's  surname, 
Kawamura,  upon  marriage  and  was 
legally  adopted  into  her  family  so  that 
he  could  inherit  his  father-in-law's  as- 
sets— a  common  practice  in  Japanese 
families  lacking  a  male  heir  to  carry 
on  the  business.  Three  Kawamura 
family  holding  companies  own  20% 
of  Dainippon's  stock.  Their  stake  is 
now  worth  over  $300  million. 

Kawamura  lived  in  California  until 
1937,  when  he  was  8,  and  speaks  im- 
peccable English.  But  his  wife's  grand- 
father's spirit  guides  him  still.  "My 
grandfather  [in-law)  dreamed  of  ac- 


m 


Dainippon  Ink  &  Chemicals'  Shigekuni  Kawamura 
After  the  Germans  made  their  move,  he  made  his. 


iwamuras  raised  the  subject  12  or  13 
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quiring  a  30%  share  of  the  world's 
printing-ink  market,"  Kawamura 
says,  "and  I'm  trying  to  realize  that 
dream." 

To  bring  the  dream  closer,  Dainip- 
pon  bought  Hackensack,  N.J.'s  Kohl 
&  Madden  Printing  Ink  Corp.  for 
about  $6  million  in  1976.  But,  says 
Kawamura,  "We  found  out  that  trying 
to  build  a  major  printing-ink  compa- 
ny from  Kohl  &  Madden  would  take  a 
hundred  years."  In  1979  he  paid  $57 
million  for  Polychrome,  an  ink  and 
printing-plate  maker  based  in  Yon- 
kers,  N.Y.,  beating  out  France's 
Rhone-Poulenc.  But  these  were  small 
steps  toward  the  goal.  Buying  Sun 
would  be  a  giant  stride. 

Last  summer  Kawamura  asked  his 
old  friend  Alexander  to  sell  him  Sun's 
graphic  arts  division,  which  account- 
ed for  the  majority  of  last  year's  sales 
and  earnings.  Those  profits,  it  should 
be  noted,  were  abnormally  weak  and 
should  rebound. 

On  the  basis  of  what  BASF  paid  for 
Inmont,  Alexander  said  he  would  con- 
sider selling  the  graphic  arts  opera- 
tions for  $600  million.  Kawamura  and 
his  investment  bankers  from  Dillon, 
Read  &  Co.  huddled  with  Alexander 
in  New  York  in  mid-April.  Kawamura 
was  willing  to  pay  only  $425  million 
for  the  division.  "But,"  he  recalls, 
"Norman  never  backed  down  on  $600 
million." 

A  few  days  later  Dainippon 
launched  its  unfriendly  bid  for  the 
whole  company,  and  now  owns  just 
under  5%  of  Sun.  Alexander  says  that 
the  bid  caught  him  off  guard. 

Alexander  and  other  Sun  officers 
and  directors  hold  51%  of  the  stock — 
meaning  they  can  block  Dainippon's 
bid.  This  presumably  explains  why 
Sun  was  recently  trading  at  $63,  vs. 
Dainippon's  offer  of  $85.  Kawamura 
insists  he  is  not  interested  in  green- 
mail.  A  Sun  spokeswoman  says  the 
board's  vote  against  Kawamura's  offer 
was  unanimous.  So  the  next  move  is 
up  to  Kawamura. 

Whatever  the  outcome,  Kawamura 
thinks  more  Japanese  firms  will 
launch  hostile  and  friendly  takeovers 
in  the  U.S.  as  Japanese  interest  rates 
remain  low,  the  yen  appreciates  and 
protectionism  remains  a  fear.  "Many 
Japanese  companies  will  diversify  by 
acquisition,"  he  predicts,  adding:  "It's 
much  easier  to  buy  a  company  in  the 
U.S.  than  in  Japan." 

Does  it  work  the  other  way?  Could 
U.S.  companies  easily  buy  Japanese 
outfits?  Says  Kawamura:  "If  we  Japa- 
nese can  make  hostile  takeover  at- 
tempts there  [in  the  U.S.),  why  can't 
Americans  do  it  here?"  But  don't  hold 
your  breath,  folks.  ■ 
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A  lot  of  Wall  Streeters  took  a  bath  lasi 
month  because  they  guessed  Japanese  in 
tentions  incorrectly. 

Rationality  is  in 
the  eye  of 
the  beholder 
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By  Edwin  A.  Finn  Jr. 
and  Matthew  Schif r in 


T|  he  bond  market  is,  if  any- 
thing, a  wilder  place  than  the 
stock  market  these  days.  Con- 
sider the  chaos  surrounding  last 
month's  mammoth  U.S.  Treasury  re- 
financing. The  Treasury  auction  was 
dominated  by  Japanese  investors,  who 
sometimes  base  their  investment  de- 
cisions on  what's  happening  in  Japan, 
not  in  the  U.S. 

Their  actions  caught  U.S.  traders  by 
surprise.  The  resultant  turmoil  left 
brokerages  with  as  much  as  $300  mil- 
lion in  losses  and  sent  the  Federal 
Reserve  Bank  scurrying  to  investigate 
the  "maldistribution"  of  its  30-year 
bonds.  Some  traders  vow  to  watch 
interest  rates  in  Japan  more  closely 
from  now  on.  Others  have  quit  long 
bonds  for  good. 

John  Mann  is  baffled.  "Long  bonds 
don't  trade  rationally  anymore,  and 
therefore  I  refuse  to  operate  out  there 
now,"  says  Mann,  head  trader  at  New 
York  City-based  Diversified  Hedge 
Fund.  He  was  stunned  when  Japanese 
investors  bought  nearly  two- thirds  of 
last  month's  $9  billion  30-year  Trea- 
sury bond  auction,  and  then  didn't 
sell  other  bonds  in  their  portfolios  to 
raise  cash  as  they  were  widely  expect- 
ed to  do. 

Mann's  short  positions  left  him 
with  losses  of  nearly  $200,000.  "Any- 
thing beyond  the  10-year  Treasury 
has  become  a  foreign  security,  and  / 
I  am  not  authorized  to  trade  in  U 
foreign  securities,"  he  says. 

"The  30-year  bond  has  always 
been  the  benchmark,  and  it  is  be-  r™ 
coming  relatively  useless  on  that  \ 
basis,"  says  a  Goldman,  Sachs  trad- 
er. "Things  have  broken  down.  .  .  . 
Those  who  plan  on  surviving  must 


rethink  their  strategies." 

Mann  and  his  fellow  traders  mad  m 
one  critical  mistake:  They  went  abou 
their  business  as  usual.  They  shortei  w 
the  Treasury's  old  9'/4%  bonds,  as  [it 
suming  that  investors  would  buy  new  w 
7'  4%  bonds  at  auction  and  sell  the  ol<j  Q 
9 'As,  driving  down  the  old  bonds'  v&\\  a 
ue.  After  all,  that's  the  way  the  trade: 


) 

made  money  at  previous  Treasury)  m 
auctions. 

But  this  auction  was  different.  Th< 
Japanese  were  so  flush  with  dollar  »i 
they  saw  no  need  to  sell  their  olo 
Treasury  bonds  to  pay  for  new  onesi  m 

fie 


A  bigger  slice 


Japanese  bond  holdings  have 
nearly  tripled  in  four  years.  Says 
one  trader,  "Now  we  have  to 
track  the  Japanese  mind-set." 


Japan's  holdings  of  U.S.  gov't  bonds  (Sbillions) 
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r  all,  why  should  they?  The  old 
is  were  yielding  7.5%,  while  do- 
:ic  Japanese  bonds  were  yielding 
about  4.5%. 

ven  we  underestimated  how 
y  investors  in  Japan  would  hold 
a  their  old  bonds,"  says  Takuro 
i,  chairman  of  Daiwa  Securities 
rica  Inc.  "The  Japanese  economy 
ach  cooler  than  most  people  real- 
so  there  is  much  idle  money." 
ith  the  Japanese  hanging  on  to 

old  bonds,  Wall  Street  traders 
:  scrambling  to  pick  up  9 'As  to 
r  their  short  positions.  But  there 

few  to  be  found,  triggering  the 

losses. 

me  players  say  the  bloodbath 
rs  that  the  long-bond  market  has 
ed  into  a  new  phase.  "We  have 
:ed  gold,  and  we  have  been  track- 
ail.  Now  we  have  to  track  the 
lese  mind-set,"  complains  one 
:r. 

eenwich  Capital  Markets,  along 
Donaldson,  Lufkin  &  Jenrette, 
>ank  and  Goldman,  Sachs,  ac- 
ted for  as  much  as  70%  of  the 
million  of  losses,  Wall  Street 
:es  estimate. 

my  traders  contend  the  Japanese 
stors  acted  irrationally  by  not 
ig  or  lending  out  their  old  9lAs. 
traders  point  out  that  Japanese 
holders  could  have  swapped  into 
|7/ss  due  just  three  months  earlier 
Dicked  up  over  50  basis  points  of 
. — or  $5,000  a  year  over  the  life  of 
)ond.  But  that  argument  ignores 
:onsiderations  in  Japan.  Japanese 
;tors  would  have  had  to  pay  capi- 
lins  taxes  on  profits  from  lending 
zapping  their  bonds, 
ationality  is  in  the  balance  sheet 
e  beholder,"  says  Nomura  Securi- 
government  bond  chief  Robin 
;inen.  "To  say  Japanese  investors 
shaving  irrationally  is  simply  to 
owledge  that  U.S.  traders  are  not 
e  of  what  considerations  lead  to 
lese  investment  decisions." 
liwa  Chairman  Isoda  says  he 
n't  expect  heavy  Japanese  buying 
e  Treasury's  next  long-bond  auc- 
in  August.  Maybe  so.  But  you  can 
Vail  Street  traders  will  be  watch- 
Japan — and  its  interest  rates — 
now  on. 

a  lot  of  traders  are  too  scared  to 
short  positions,  dealers  won't 
v  how  to  bid  at  the  auction  next 
ast.  That's  because  they  use  short 
:ions  on  existing  bonds  as  a 
hmark  for  their  new  bids.  "It's  a 
d  set  of  circumstances,"  says  one 
:r  about  the  huge  Japanese  pres- 
in  the  U.S.  bond  market.  "It's 
g  to  cause  a  lot  of  trouble  for  the 
sury's  financing."  ■ 


Eleven  years  ago  Walgreen  Co.  was  just 
another  drugstore  chain.  Good  manage- 
ment has  made  it  hot. 


Pills  and  profits 


By  Ruth  Simon 


SOMETIME  THIS  FALL  the  blue  lo- 
gos  on  64  Medi-Mart  drugstores 
in  New  England  will  start  tak- 
ing second  billing  to  bright  red  Wal- 
greens  signs.  It's  all  part  of  an  aggres- 
sive expansion  push  by  $3.2  billion 
(sales)  Walgreen  Co.,  which  overtook 
Revco  to  become  the  nation's  most 
profitable  drug  chain  last  year. 

That  growth  should  continue.  The 
drug  chain  plans  to  add  a  record  200 
stores  this  year.  Walgreens'  earnings 
should  climb  14%,  to  $108  million,  or 
$1.75  per  share,  in  the  fiscal  year  end- 
ing Aug.  31.  Meanwhile,  rivals' 
growth  will  probably  slow:  Leveraged 
buyouts  at  Jack  Eckerd  and  Revco  will 
so  load  these  rivals  with  debt  that 
their  expansion  will  be  hobbled  for 
years  to  come. 


Walgreens'  secret:  Its  stores  get 
67%  more  in  sales  per  square  foot 
than  the  industry  average.  An  average 
drugstore  pulls  in  $181  per  square 
foot;  a  typical  Walgreens,  $303. 

The  closest  thing  to  a  national  drug 
chain,  Deerfield,  111. -based  Walgreen 
was  started  by  Charles  Walgreen  Sr.  in 
1901  as  a  single  pharmacy  on  the 
South  Side  of  Chicago.  Today  his 
grandson,  Chairman  Charles  Wal- 
green III,  50,  owns  less  than  1  %  of  the 
company  but  runs  more  than  1,200 
stores  in  30  states  and  Puerto  Rico. 

The  chain  languished  in  the  early 
Seventies  after  ill-fated  moves  into 
discount  retailing  and  combination 
food-drug  stores,  but  Charles  Walgreen 
learned  well  the  sour  lessons  of  diversi- 
fication and  refocused  attention  on 
drugstores  in  the  mid-Seventies.  The 
result?  Return  on  equity  has  climbed 


Michael  Muiiin 


Walgreen  Co.  Chairman  Charles  Walgreen  III  and  President  Fred  Canning 
Talcing  on  the  Northeast. 
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from  8.5%  to  21%  since  1975. 

With  an  emphasis  on  convenience, 
Walgreens  draws  most  of  its  custom- 
ers from  a  half-mile  radius.  Thus  it 
can  position  stores  as  little  as  two 
blocks  apart  in  urban  areas  like  Chica- 
go and  still  turn  a  profit.  The  conve- 
nience factor  also  provides  some  pro- 
tection from  deep  discounters. 

But  as  the  number  one  or  number 
two  chain  in  26  of  its  top  36  locations, 
Walgreens  also  needs  new  markets  to 
sustain  its  momentum.  It  recently 
doubled  its  Indiana  locations  with  an 
estimated  $20  million  purchase  of  the 
26-store  Ribordy  chain.  Walgreens' 
next  target  is  the  Northeast,  where 
affluent  consumers  are  only  lightly 
served  by  drug  chains.  The  company 
has  begun  inching  into  the  New  York 
City  area,  opening  a  handful  of  stores 
in  the  Bronx,  Brooklyn  and  Queens. 

Next,  it  will  pay  Stop  &  Shop  an 
estimated  $60  million  for  its  64  Medi- 
Mart  stores  and  two  new  sites  in  Mas- 
sachusetts, Connecticut,  New  Jersey, 
New  Hampshire  and  New  York.  The 
inevitable  next  step  is  to  increase  the 
density  of  locations  within  the  newly 
invaded  areas.  "Our  marketing  re- 
search tells  us  that  off  of  this  space  we 
can  proliferate  our  company  with  150 
to  200  more  stores  down  the  road," 
says  Fred  Canning,  62,  a  Walgreens 
veteran  of  nearly  40  years,  who  be- 
came president  in  1978. 

You  can  also  expect  a  drive  to 
squeeze  more  sales  out  of  existing 
stores  in  the  new  areas.  "We  evaluate 
every  item,  every  square  foot  of  sell- 
ing space  to  see  where  we  get  the 
biggest  bang  for  our  buck,"  explains 
Canning.  Items  that  don't  pay  the  rent 
are  dropped,  while  winners  get  better 
play.  Walgreens  recently  doubled 
space  for  adult  incontinent  supplies 
from  3  feet  to  6  feet,  to  take  advantage 
of  the  growing  number  of  older  peo- 
ple. Stores  across  the  country  share  a 
well-laid-out  feel,  but  managers  have 
the  freedom  to  tailor  product  mix  and 
pricing  to  their  localities. 

Walgreens  has  done  best  at  the  pre- 
scription counter,  marrying  solid 
marketing  with  the  latest  technology. 
The  key  is  Intercom,  a  computer  sys- 
tem that  links  each  pharmacy  to  a 
central  databank.  Intercom  enabled 
Walgreens  to  pull  Anacin  3  off  its 
shelves  quickly  last  month  following 
the  death  of  an  Austin,  Tex.  man  who 
purchased  a  cyanide-laced  capsule  at 
one  of  its  stores. 

Intercom  also  stores  customer  pre- 
scription records.  Need  to  know  how 
much  you  spent  on  medication  at  tax 
time?  Intercom  will  print  out  the  an- 
swer. Fill  a  prescription  in  Chicago 
and  lose  it  on  vacation  in  Puerto  Rico? 
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A  Walgreens  pharmacist  can  pull  up 
your  record  and  give  you  a  refill  in 
minutes.  Intercom  will  also  tell  you 
how  much  you  would  have- saved  by 
buying  the  generic  brand.  That's  not 
just  good  public  relations.  Walgreens 
earns  a. bigger  profit  when  it  sells  gen- 
erics instead  of  their  frequently  low- 
margin  brand-name  equivalents. 

It  shows:  Prescriptions  should  be  a 
$1  billion  business  by  1987,  up  from 
$635  million  in  fiscal  1985.  They're  at 
$612,000  per  store  today,  compared 
with  about  $460,000  for  Jack  Eckerd 
and  $360,000  for  Rite  Aid. 

Problems?  "Texas  is  a  very  tight 
market  for  us,"  says  Canning,  who  is 
closing  five  stores  in  Houston,  where 


three  acquisitions  have  given  Wa 
greens  a  43%  market  share.  Nation 
ly,  the  company  is  slowly  eliminatii 
its  75  in-store  restaurants,  a  now-stai 
descendant  of  the  soda  fountain. 

Walgreens  rents  most  of  its  loo 
tions;  hence  there  are  few  underva 
ued  assets  that  might  attract  a  raidei 
eye.  Takeover  or  leveraged  buyoui 
Unlikely,  says  Jonathan  Ziegler  of  Si 
Francisco's  Sutro  &  Co.  With  its  stofl 
trading  at  36%,  21  times  expect* 
earnings,  and  a  market  capitalizatio 
of  $2.2  billion,  Walgreens  is  an  expd 
sive  property.  It's  a  darned  good  bus  \ia 
ness,  extremely  well  run  by  a  manag 
ment  that  knows  what  it's  doing  an 
intends  to  continue  doing  it. 


"It's  rum-running  all  over  again, "  says  <j 
practitioner  of  the  booming  trade  in  smug 
gled  Japanese  semiconductors. 

Smugglers  in 
three-piece  suits 


•I 


By  Marc  Beauchamp 


A car  pulls  up  to  U.S.  Custorr 
north  of  Tijuana.  The  driver 
k  an  Asian,  apparently  a  tourisi 
A  Customs  officer  asks  a  few  perfuni 
tory  questions  and  waves  hii 
through.  In  Blaine,  Wash.,  1,400  mile 
to  the  north,  a  clean-cut  young  man  i 
a  sweatshirt  and  baseball  cap  behin 
the  wheel  of  a  car  with  Canadiai 
plates  says  he's  going  to  visit  friend 
in  Bellingham  for  the  day.  He,  tod 
clears  customs  with  a  wave. 

Stashed  in  the  trunks  of  both  cars  i 
valuable  contraband — not  drugs 
guns,  but  semiconductors,  made  i 
Japan.  Four  months  ago  the  U 
slapped  antidumping  duties  on  chip 
made  by  such  companies  as  NEC,  Fi 
jitsu,  Toshiba  and  Mitsubishi.  Tb 
duties  range  from  roughly  20% 
188%  of  the  invoice  price,  and  appl 
to  64K  and  256K  memory  chips  and  t 
erasable  programmable  read-onli 
memory  chips  (EPROMs).  The  ine^l 
itable  result:  a  burst  of  smuggling. 
No  one  knows  just  how  big  tfa 
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e  in  duty-free  chips  has  grown, 
one  knowledgeable  Silicon  Valley 
sultant  who  asks  to  remain  anon- 
jus  estimates  it  could  be  worth  as 
:h  as  $1  billion  a  year,  nearly  10% 
ie  entire  U.S.  chip  market.  Experts 
eve  that  about  40%  of  the  smug- 
[  chips  enter  the  U.S.  directly, 
l  most  of  the  remainder  arriving 
Canada  and  Mexico, 
he  potential  rewards  are  huge, 
und  25,000  chips  can  fit  into  the 
lk  of  the  typical  American  passen- 
car.  Running  such  a  haul  from 
lana  to  San  Diego  could  easily  net 
;o  $10,000  per  trip.  Repeated  once 
eek  for  a  year,  that's  more  than 
0,000.  And  while  the  penalties  for 
lggling  commercial  quantities  of 
)s  are  stiff — fines  and  up  to  five 
rs  in  prison — they  are  much  less 
:  than  for  running  dope  or  guns, 
hances  are,  much  of  this  trade  is 
by  otherwise  upstanding  busi- 
imen.  A  California  businessman 
led  chip-smuggler  agreed  to  talk  to 
bes  about  the  trade  on  the  grounds 
not  divulge  his  identity.  We'll  call 
l  Chris  Brown. 

rown  says  he  reluctantly  turned  to 
lggling  to  save  his  $15  million 
55  sales)  chip  distribution  busi- 
3.  He  says  if  he  paid  the  duty  he 
Id  not  compete  with  others  who 
I  smuggled  chips.  According  to 
wn,  256K  Toshiba  DRAM  memo- 
ships  recently  sold  for  290  yen 
70)  apiece,  in  quantity,  on  Tokyo's 
j  market.  Adding  a  48%  dumping 
y,  a  few  pennies  for  air  freight  and 
tie  profit  margin,  that  chip  should 
here  for  around  $2.75.  Yet,  accord- 
to  Brown,  some  distributors  are 
ing  these  chips  here  for  $2.15 
xe.  That  is  a  good  20%  to  30% 
)w  the  prices  quoted  by  major  au- 
rized  distributors, 
his  year  Brown  has  made  two  trips 
rokyo.  There  he  bought  chips  in 
ntities  of  20,000  and  40,000, 
ked  them  into  suitcases  and  flew 
h  them  to  Vancouver,  where  the 
as  entered  duty  free.  There  Brown 
ted  a  car,  changed  from  his  busi- 
s  suit  into  sweatshirt  and  Levis 
drove  the  chips  across  the  border 
)  Washington,  where  he  air- 
ghted  the  contraband  to  his  office 
southern  California.  Brown  then 
ered  his  tracks  by  driving  back  to 
icouver  to  continue  his  flight  to 
ifornia. 

All  my  competitors  are  doing  it," 
wn,  33,  tells  Forbes.  "I  had  no 
lice  but  to  join  in."  Some  of 
wn's  roughest  competition  comes 
n  gray  market  traders,  unautho- 
;d  distributors  who  sell  to  small 
:tronics  firms  nationwide.  Such 


chip  dealers  often  work  out  of  resi- 
dences, taking  orders  on  answering 
machines.  Their  terms  are  cash  and 
carry.  "They're  like  cockroaches,  al- 
most impossible  to  kill,"  says  Wil- 
liam McMillan,  Mountain  View, 
Calif.-based  NEC  Electronics  Inc.'s 
director  of  corporate  accounts. 

The  gray  and  black  market  chips 
come  from  a  variety  of  sources,  such 
as  liquidated  inventories  or  hijacked 
shipments.  Worse,  they  are  some- 
times "culls" — chips  rejected  during 
testing.  Culls  are  particularly  worri- 
some if  they  end  up  in,  say,  medical 
equipment,  and  malfunction. 

Kenneth  Ingleby,  special  agent  in 
charge  for  the  San  Diego  district  of  the 
U.S.  Customs  Service,  has  been  inves- 
tigating the  smuggling  of  chips  from 
Mexico  in  cars,  private  and  commer- 
cial aircraft  and  boats  for  nearly  two 
months  now.  But  stemming  the  trade 
will  be  next  to  impossible.  Chips  sol- 
dered onto  circuit  boards,  notes 
NEC's  McMillan,  can  come  in  duty 
free.  Don't  expect  Customs  inspec- 


By  Marc  Beauchamp 

F|  our  years  ago  James  Treybig 
kicked  a  five-pack-a-day  ciga- 
rette habit  and  took  up  jogging. 
Last  April  he  flew  to  London  to  run 
his  first  marathon,  placing  17,165  th 
in  a  field  of  some  22,000.  But  just 
finishing  wasn't  bad. 

In  his  business  life,  Treybig,  45,  has 
set  himself  perhaps  a  tougher  chal- 
lenge: pushing  sales  at  Tandem  Com- 
puters, which  he  started  in  1974,  past 
the  $1  billion  mark  by  1988.  A  few 
years  ago,  Treybig  was  talking  about 
hitting  the  $1  billion  mark  by  1985. 
Seemed  reasonable.  Tandem's  sales 
had  already  shot  from  $8  million  in 
1977  to  $418  million  in  1983. 


tors  to  check  whether  each  circuit  is 
soldered.  U.S. -based  black  marketeers 
are  also  believed  to  run  dummy  elec- 
tronics companies  in  Asia,  buying 
chips  from  authorized  sales  outlets 
and  then  shipping  them  to  third  coun- 
tries like  Mexico  and  Canada  or,  mis- 
labeled, directly  into  the  U.S.  Or  a 
cargo  with  duty  paid  on  25,000  chips 
may  in  fact  contain  40,000.  "It's  phys- 
ically impossible  to  count  them," 
says  Rollin  Klink,  U.S.  Customs  spe- 
cial agent  in  San  Francisco. 

There  is  talk  now  that  the  anti- 
dumping duties  on  chips  can  be 
scrapped  if  the  Japanese  agree  to  buy 
more  U.S.  chips.  But  that  won't  neces- 
sarily eliminate  the  incentive  to 
smuggle.  The  duties  would  probably 
be  replaced  by  some  sort  of  artificially 
high  minimum  price  deemed  "fair"  to 
U.S.  producers.  So  the  gray  and  black 
markets  in  chips  would  likely  in- 
crease. Where  there's  a  tax  or  price 
control,  there  is,  inevitably,  a  way 
around  it.  "It's  rum-running  all  over 
again,"  says  smuggler  Brown.  ■ 


But  when  Treybig  closed  the  books 
on  1985,  sales  came  in  at  $624  mil- 
lion. Margins  sank  from  8%  in  1984 
to  5.5%;  return  on  equity  slumped 
from  12.4%  to  8.6%.  "All  that  [prior] 
growth  made  us  arrogant"  is  Treybig's 
explanation  for  the  slowdown.  The 
computer  slump  didn't  help,  either. 
The  arrogance  was  compounded  by  a 
1984  settlement  with  the  SEC  stem- 
ming from  a  downward  restatement 
of  Tandem's  1982  sales  and  profits  by 
7%  and  20%,  respectively. 

Analyzing  their  problems,  Treybig 
and  his  lieutenants  concluded  that 
Tandem  was  trying  too  hard  to  be  self- 
sufficient,  rather  than  specializing 
and  trading  expertise  with  others  in 
the  computer  economy.  "We  were  xe- 


Companies,  like  countries,  sometimes  at- 
tempt to  do  too  much  themselves. 


The  education 
of  James  Treybig 


Tandem  Computers'  Robert  Marshall  and  James  Treybig 
"We  were  xenophobic  .  .  .  but  that's  crazy." 


nophobic  a  few  years  ago,"  says  Trey- 
big,  a  lean  Texan  with  two  electrical 
engineering  degrees  from  Rice  Uni- 
versity and  a  Stanford  M.B.A.  "But 
that's  crazy.  Outside  relationships 
help  you  see  better." 

Let  no  one  lose  sight  of  Treybig's 
towering  achievement.  He  started 
Cupertino,  Calif.-based  Tandem  to 
produce  the  world's  first  commercial 
fault-tolerant  computer.  Tandem's 
hardware  and  software  ensured  that  if 
a  part  of  the  system  failed,  the  work 
would  be  handed  to  another  working 
processor  in  the  system,  thus  en- 
abling the  system  to  keep  running, 
albeit  more  slowly.  Banks  bought 
Tandem  systems  for  their  automated 
teller  machine  networks.  Today  15 
stock  exchanges  around  the  world  use 
Tandem  computers,  as  do  30  large 
brokerage  firms. 

For  a  few  years  Treybig  had  the 
fault-tolerant  market  pretty  much  to 
himself.  But  competitors  are  never  far 
away.  As  the  market  for  on-line  trans- 
action processing  (as  ATM  and  stock 
quotation-like  applications  are  called) 
grew  and  technology  advanced,  com- 
petitors tried  to  repeat  Treybig's  suc- 
cess. While  many  have  failed,  at  least 
one,  Marlboro,  Mass. -based  Stratus 
Computer,  Inc.  (1985  sales,  $80  mil- 
lion), has  emerged  as  a  formidable 
threat  in  the  fault-tolerant  market. 
Last  year,  in  its  first  outside  purchase 


of  a  computer  system,  IBM  signed  an 
OEM  deal — the  terms  were  not  dis- 
closed— to  buy  and  resell  Stratus 
computers  under  the  IBM  name. 

Says  Treybig  ruefully:  "We  could 
have  been  less  confident  back  in  1982. 
It  would  have  been  better  if  we'd  paid 
more  attention  to  Stratus." 

But  Treybig  is  opening  Tandem  to 
outside  influence  with  a  vengeance. 
Last  year  he  put  top  priority  on  work- 
ing with  outside  software  houses  and 
value-added  resellers  (VARs).  Tandem 
has  also  taken  equity  positions  in  In- 
tegrated Technology,  Inc.,  a  telecom- 
munications firm,  and  Triplex,  whose 
market  is  factory  automation. 

One  potentially  lucrative  relation- 
ship with  the  outside  world  is  Tan- 
dem's new  strategic  alliance  with  Al- 
tos Computer  Systems  to  develop 
new  products.  Altos  computers  use 
the  Unix  operating  system,  increas- 
ingly specified  in  big  federal  govern- 
ment contracts,  and  so  will  help  Trey- 
big reduce  his  dependence  on  banking 
and  financial  services  customers.  Re- 
tailers, telephone  companies  and 
transportation  companies  are  also  on 
Tandem's  prospects  list;  so  is  factory 
automation. 

Tandem  has  accepted  General  Mo- 
tors' manufacturing  automation  pro- 
tocol (MAP)  standards  for  factory 
automation,  which  could  bring  Tan- 
dem a  significant  slice  of  the  huge 


anticipated  automation  spending  1 
GM  and  other  companies. 

Meanwhile,  Treybig  has  boostt 
Tandem's  R&D  spending  to  12% 
revenues,  vs.  9%  recently,  and  hj 
rolled  out  several  products,  from 
$3,995  workstation  to  a  $1  millic 
mainframe.  Explains  Chief  Operatil 
Officer  Robert  Marshall:  "We  had 
reposition  ourselves  from  being 
maker  of  nonstop  minicomputers  1 
being  a  big  computer  company  with 
broad  product  range."  To  take  tl) 
new  message  on  the  road,  Treybij 
Marshall  and  Marketing  Vice  Pres 
dent  Gerald  Peterson  have  overhauls 
Tandem's  marketing  division,  trirj 
ming  several  layers  of  managers  ai| 
putting  more  salespeople  in  the  fiell 

So  far,  so  good.  For  the  quarter  em 
mg  Mar.  31,  revenues  rose  20%,  ni 
income  climbed  81%  and  operatil 
margins  hit  11.3%  from  6.6%.  Lorn 
term  debt  remains  a  minuscule  2% 
capital.  Cash  balances  reached  a  re 
ord  $161  million — enough  to  bankrc 
acquisitions  and  finance  growth  whe 
the  computer  industry  recovers. 

"The  next  four  years,"  promisi 
Treybig,  "will  be  really  terrific."  Pu 
ting  his  money  where  his  mouth  i 
Treybig,  who  already  owns  309,4^ 
shares,  last  fall  borrowed  $1.7  millic 
over  four  years  at  10%  from  Tande: 
in  order  to  buy  a  debenture  convei 
ible  into  more  Tandem  common. 
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LEASURE  BOATS  ARE  HIS  BUSINESS. 
JT  HIS  PLEASURE  IS  OUR  BUSINESS. 


I 


Mr  G  Dale  Murray,  Chairman,  Murray  Industries  Inc., 
Manufacturer  of  Chris-Craft  boats. 


%  4 


The  Visa  Premier  Card 

It  the  helm  of  his  company,  he's 
usiness,  but  when  he's  cruising 
Measure,  no  premium  credit 
.  is  better  suited  to  his  lifestyle 
l  the  Visa® Premier  Card, 
rhe  Premier  Card  has  a  mini- 
n  starting  credit  line  that's  $3,000 
or  than  the  American  Express 
i  Card.  And  it's  accepted  at 
e  than  four  times  as  many  hotels, 
is  and  restaurants  worldwide. 


Chris-Craft  is  a  registered  trademark  of  Chris-Craft  Industries  Inc 

©VisaU.SA.Inc  1986 


Visa  also  gives  him  access  to  over 
five  times  as  many  banks  and  cash 
machines  as  American  Express,  so  no^ 
matter  where  life  takes  him,  he  can 
get  cash  easily 

If  all  this  sounds  good  to  you 
and  you're  ready  to  enjoy  these 
advantages,  apply  for  a  Visa 
Premier  Card  today  ^ 
It's  the  card 


m  every  port 


"Bring  all  thk 

in  magnificent 


>arts  together 
\armony" 


HEART  OF  C&C:  Beethoven  described  it  190  years  ago. 


When  you  listen  to  Beethoven,  you  can 
hear  the  harmony  at  the  heart  of  the  concept 
that  NEC  calls  C&C,  for  the  integration  of 
computers  and  communications. 

Because  at  NEC 
we  have  always  known 


microwave  or  satellite  transmission  links. 

Our  products  are  strong  individual 
performers.  Combined  they're  even  better. 
They  interface  smoothly  with  other 
suppliers'  equipment,  so  it's  easy  to  form 
the  exact  ensemble  you  need. 


that  managing  infor- 
mation takes  more  than 
computers  or  communi- 
cations alone.  To 
orchestrate  the  modern 
office,  you  need  both, 
,  , ^  working  together  as 


And  we  don't  just  believe  in  perfor- 
mance. We  back  it  up  with  leadership  on 
every  level:  from 
microchips  to 


a  unified  whole. 


That's  why  our  remarkable  NEAX  2400 
IMS  is  more  than  a  powerful  digital  PBX. 
This  total  Information  Management  System 
can  take  an  office  full  of  diverse  systems 
and  turn  them  into  a  joyful     j       — a 
chorus.  Its  talents  embrace 
not  only  voice,  but  data,  text 
and  image  as  well.  On  any 
scale  you  need. 

Linked  up  with  a 
NEAX  2400,  our  APC  and 
ASTRA  Series  computers 
aren't  just  superb  business 
machines.  They're  perfectly 
matched  to  our  D,erm  digital 
telephones.  Our  BIT  Series 
fax  terminals,  cellular  mobile 
telephones  and  teleconference  systems 
can  also  be  easily  integrated  with  NEAX 
2400.  In  networks  with  fiber  optic, 
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supercomputers 
and  global 
communication 
networks. 
No  other 
supplier 
offers  our 
broad  and 

balanced  expertise,  not  only  in  computers 
and  communications,  but  in  semiconductors 
and  other  electronic  components  as  well. 

If  you  like  the  sound  of  perfect  harmony 
and  would  like  to  learn  more  about 
our  full  range  of  office  products, 
please  drop  us  a  line  or 
give  us  a  call. 

■  ■ 

NEC  America,  Inc. 
Corporate  Marketing 
8  Old  Sod  Farm  Road 
Melville,  N.Y.  11747 
Tel.  (516)  753-7000 


NEC 


CaC 

Computers  and  Communications 


The  $250  million  Crescent  complex  in  Dallas 

A  gingerbread  extravagance  that  looms  over  downtown  and  a  saturated  market. 


Photon  b>  Charles  Thaidi 


"DO!  "7 

1  vdm  fi 
^**5*         ■  1 

tstn  M 
iccc  H 
c  c  z  MB 
Hi 

ICBfl  BH 

jjj  1:3:: 
III 

HM  it.cn 

j§8  1 ::  r;  tl 

ill;    t  ^  "  " 




Caroline  Hunt  Schoellkopfs  lavish  and 
outlandish  Crescent  hotel-office-shopping 
complex  was  a  Dallas  landmark  even  be- 
fore it  was  finished.  But  that  doesnt  make 
it  good  business. 

Grand  hotel 


By  Alan  M  Field 


No  one  ever  accused  the  Hunt 
family  of  thinking  small.  No 
surprise,  then,  that  Caroline 
Hunt  Schoellkopf,  second  daughter  of 
H.L.  Hunt,  opened  her  latest  real  es- 
tate venture,  Dallas'  $250  million 
Crescent  complex,  in  April  with  a 
black-tie,  champagne  and  caviar  re- 
ception in  its  vaulted  Great  Hall  lob- 
by. Guests:  3,700. 

The  multitudes  assembled  to  ooh 
and  aah  over  a  19-story  caricature  of 
18th-century  French  classical  archi- 
tecture that  gazes  imperiously  at  the 


modern,  glass  and  steel  Dallas  skyline 
2  miles  away.  It  is  a  lacy,  limestone 
and  cast-aluminum  lump  of  hotel, 
shopping  center  and  office  towers 
whose  eight-story  centerpiece,  the 
Hotel  Crescent  Court,  boasts  glass- 
ware from  Germany,  silver-plated 
wine  buckets  from  Brazil,  copper  pots 
from  Portugal,  bed  linens  from  Bel- 
gium and  ten  types  of  marble  from 
Italy  and  Spain. 

Pure  pre-oil-glut  Texas,  Crescent 
Court  is  the  newest  of  five  hotels  in 
Hunt  Schoellkopfs  seven-year-old 
Rosewood  Hotel  group,  which  in- 
cludes The  Mansion  on  Turtle  Creek, 


just  up  the  road  in  Dallas,  the 
Bel-Air  in  Los  Angeles,  the  Hotel 
Hana-Maui  in  Hawaii  and  the  Remi 
ington  on  Post  Oak  Park  in  Houstonj 
But  this  one  will  certainly  test  the 
deep  pockets  of  even  the  63 -year-old 
heiress,  whose  fortune  from  oil  prop-i 
erties,  ranching,  real  estate  and  tim-| 
ber  is  estimated  (Forbes,  Oct.  25, 1985] 
at  about  $1.3  billion.  At  a  cost  ot 
$293,577  per  room,  the  218-roonJ 
Crescent  Court  is  one  of  the  most 
expensive  hotels  ever  built.  Which 
would  be  awesome  enough  as  a  busi- 
ness proposition  even  if  it  had  not 
been  built  in  a  fully  saturated  market.1 
The  number  of  hotel  rooms  in  Dallas) 
has  grown  by  45%  since  1980,  as  oc- 
cupancy rates  have  slid  from  69% 
then  to  no  more  than  58%  today. 

The  Crescent  Court  is  about  50%| 
occupied  these  days,  charging  an  aver-i 
age  $  1 1 8  a  night,  well  below  its  posted! 
rates  of  between  $130  and  $950.  The) 
industry's  rule  of  thumb  is  that  a  ho- 
tel should  make  money  with  60%  toi 
70%  occupancy  and  with  room  rates 
that  divide  the  construction  cost  per 
room  by  1,000.  (By  the  latter  formulai 
the  hotel  should  average  nearly  $300  > 
per  night  for  its  rooms.) 

"I  can't  see  any  way  they  can  make 
out,"  says  J.B.  Featherston,  until  re- 
cently senior  vice  president  of  Merrill 
Lynch  Real  Estate's  advisory  and  ap- 
praisal group.  "Even  at  occupanc 
rates  in  the  60%  s  or  low  70%  s,  the; 
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en  39,685  building  owners  demanded  superior 
maintenance  and  repair  services,  Alliance"  by 
Johnson  Controls  did  it. 

Johnson  Controls,  Inc.,  Box  423,  Milwaukee,  WI  53201 

on  Controls,  Inc.  1985 


Rosewood  Hotel's  President  Robert  D.  Zimmer 

An  overhead  that  gobbles  cash  .  .  .  plus  marketing  problems. 


would  have  to  get  $250  to  $290  a 
night." 

Prospects  are  just  as  grim  for  the 
rest  of  the  equally  outlandish  com- 
plex, the  175,000-square-foot  Shops 
and  Galleries  at  the  Crescent  and  the 
twin  19-story  Crescent  Towers,  with 
a  combined  1.25  million  square  feet. 
The  shopping  center,  featuring  high- 
priced  shops  like  the  Stanley  Korshak 
boutique  for  men  and  women  and  the 
Crescent  Art  Gallery,  a  mini-muse- 
um, is  now  about  50%  rented.  The 
office  towers  are  supposed  to  be  about 
65%  rented  by  November,  with  such 
clients  as  ad  agency  Tracy-Locke/ 
BBDO,  but  likely  only  at  the  cost  of 
such  concessions  as  sharply  discount- 
ed rents  or  free  finishing  of  offices. 

Which  is  not  surprising  since  Dal- 
las' commercial  office  buildings  are 
25%  empty. 

Why  build  a  gingerbread  extrava- 
gance in  such  troubled  times?  One 
explanation  is  simple  pride.  "Dallas- 
ites  and  Hunts  are  not  accustomed  to 
giving  up,  and  banks  are  not  used  to 
saying  no  to  them,"  says  Featherston. 
Shaky  InterFirst,  the  state's  third- 
largest  bank  holding  company,  was 
lead  bank  on  a  package  of  all  $250 
million  in  loans,  from  15  banks. 

The  lenders  were  certainly  influ- 
enced by  Schoellkopf's  success  with 
two  other  hotel  ventures.  First  was 
The  Mansion  on  Turtle  Creek,  an  ele- 
gantly tasteful,  pseudo-Spanish  man- 
sion in  Dallas.  Its  genteel  atmosphere, 
attentive  service,  fine  restaurant  and 
location  at  the  edge  of  the  city's  most 
glamorous  neighborhood  have  made 


it  profitable  with  room  rates  that  av- 
erage $186  and  an  enviable  78%  occu- 
pancy rate.  Second,  there  is  the  Hotel 
Bel-Air,  a  landmark  of  luxury  and 
dealmaking  in  Los  Angeles,  bought 
and  refurbished  for  some  $36  million 
and  now  operating  in  the  black,  charg- 
ing an  average  $290  a  night  and  filling 
87%  of  its  rooms. 

But  Schoellkopf,  her  bankers  and 
managers  apparently  failed  to  learn 
anything  from  her  one  notable,  recent 
failure — the  lavish  Remington  in 
Houston,  which  she  built  from 
scratch  for  $50  million  in  1982.  The 
Remington  was  sold  to  Criswell  De- 
velopment Co.  in  1985  for  a  substan- 
tial loss  (Rosewood  only  manages  it 
now).  Its  location  was  inconvenient, 
and  it  opened  just  as  Houston's  hotel 
market  became  fully  glutted. 

Sound  familiar?  The  Crescent,  lack- 
ing the  cachet  and  charm  of  The  Man- 
sion, is  inconvenient  to  both  north 
Dallas  and  downtown,  the  city's  main 
business  centers.  And  it  is  surrounded 
by  marginal  properties,  such  as  ga- 
rages and  furniture  repair  shops. 

Robert  D.  Zimmer,  Rosewood's 
soft-spoken,  gray-bearded  49-year-old 
president,  says  Rosewood  is  gambling 
that  the  offices  and  shopping  will  at- 
tract customers  to  the  hotel.  "We 
wouldn't  have  built  another  hotel  in 
Dallas  if  it  were  free-standing,"  he 
says.  "The  hotel  is  an  amenity  to  the 
office  complex.  You  draw  off  the  pop- 
ulation in  the  building."  Certainly 
the  hotel  is  packed  with  amenities: 
24-hour  room  service,  of  course,  but 
also    round-the-clock,  seven-day-a- 


week  laundry  and  seamstress  servio 
1.75  staffers  per  guest — nearly  twil 
the  U.S.  average  ratio  of  0.9. 

Besides  overhead  that  gobbles  cas 
Rosewood  faces  problems  marketii 
the  Crescent.  Schoellkopf's  compar 
which  manages  only  five  hotels,  h 
been  reluctant  to  do  much  nation 
advertising. 

The  Crescent  Court's  restaurai 
the  Beau  Nash,  has  been  its  one  brig 
spot.  Its  deep-toned  mahogany  dec 
and  eclectic  menu  (pizza  wi 
smoked  salmon  and  golden  cavi; 
have  made  it  one  of  Dallas'  trendie 
dinner  and  "power  lunch"  spots.  Zil 
mer  is  hoping  to  attract  some  of  ti 
same  crowd  to  the  hotel's  The  Spa  I 
spare-no-expense  health  club  ($2,5'! 
initiation  and  $827  a  year),  and  T 
Crescent  Club  ($4,000  membersb 
fee  and  $1,080  a  year),  with  boc 
lined  corridors  and  English  portrait 

Zimmer  also  is  counting  on  sic 
line  businesses  at  the  other  Rosewo 
hotels  to  help  carry  the  Crescent.  T 
Zen  floral  design  studio,  for  examp 
at  the  Hana-Maui,  which  supplies  € 
otic  plants  to  wholesale  marts  in  D. 
las  and  Los  Angeles,  has  grown  intc 
profitable  $3.5  million  business,  | 
says.  Other  hotel  concessions  pedc 
the  chain's  exclusive  jams,  jellies  a; 
take-out  snacks.  "In  the  next  fe 
years  these  businesses  could  be  mc 
profitable  than  the  hotels,"  says  Zii 
mer  hopefully. 

For  Texas,  oil  may  be  a  depress; 
$15  a  barrel.  But  Caroline  Hu 
Schoellkopf  still  thinks  Dallas  shot 
go  first  class.  ■ 
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never  change 


Peterbilt's 

45 -year  commitment 
to  design  flexibility 
is  worm  more 
to  your  company  today 
than  ever  before. 


Back  in  1939,  Al  Peterman  made  a  decision 
that  could  very  well  shape  the  success  of 
your  next  investment  in  transportation. 

He  decided  to  build  trucks  lor  only  the 
most  discriminating  of  customers.  Those 
individuals  whose  high  expectations  for 
performance  could  only  be  fulfilled  one 
way:  with  vehicles  manufactured  to  their 
own  individual  specifications. 

Soon  after,  Peterbilt  trucks  were 
proven  not  only  to  provide  superior  per- 
formance, but  to  do  so  with  unequalled 
style. 

Nearly  half  a  century  later,  nothing's 
changed. 

The  simple  truth  is,  meeting  your 
transportation  requirements  isn't  as  sim- 
ple as  black  and  white. 

Which  is  precisely  why  Peterbilt  offers 
you  more  ways  to  maximize  perfor- 
mance than  any  Class  8  manufacturer  in 
the  world. 

The  result?  For  15  years  running, 
Peterbilt  trucks  have  consistently  delivered 
not  only  the  longest  service  life  — but  also 
the  highest  resale  value  of  any  competing 
design.  Bar  none. 

But  perhaps  the  most  valuable  tradi- 
tion we  can  offer  you  is  this:  our  com- 
mitment to  improving  existing  design. 
Of  achieving  even  higher  standards  in 
performance.  Both  on  the  road.  And  in 
your  books. 

That's  the  way  it  always  has  been 
and  always  will  be.  Because  at  Peterbilt, 
certain  values  never  change. 

Just  call  toll-free  800  -447-4700  and 
we'll  send  you  the  Peterbilt  Management 
Portfolio  and  give  you  the  name  of  the 
Peterbilt  dealer  nearest  you. 


A  DIVISION  OF 


Peterbilt  Motors  Company 
38801  Cherry  Street 
Newark,  OA  94560 


QUALIT 


Whether  your  business  is  microchips  or  hamburgers, 
quality  is  what  separates  you  from  the  pack. 

Banking  is  no  different. 

At  Mellon  Bank  Corporation,  we've  been  busy  lately. 
We've  doubled  our  assets  in  just  five  years  to  more 
than  $34  billion,  12th  highest  in  the  country.  We're 
now  represented  in  27  states  and  16  foreign  countries. 
We've  expanded  our  retail  network  to  more  than  300 
branches,  largest  in  the  Central  Atlantic  region. 

But  we  haven't  been  too  busy  to  remember  the  basics 
of  quality  banking:  the  responsive  professionals, 
flexible  products  and  technological  leadership  that 
have  made  us  what  we  are  today. 

The  reliability  of  a  team  you  know  and  trust. 

Mellon's  chain  of  command  doesn't  change  every 
time  you  pick  up  the  phone.  Many  of  our  senior 


bankers  have  worked  with  customers  for  a  d( 
more.  They  know  how  to  apply  the  specialize 
of  the  bank  to  each  company's  individual  nee 

At  Mellon,  we  believe  in  building  relationsh 
our  customers.  For  instance,  companies  that 
do  business  with  us  are  allocated  our  AAA  1 
credit  before  that  scarce  resource  is  offered 

The  special  care  we  take  could  be  why  more  th 
of  America's  300  largest  corporations  have  mat! 
part  of  their  banking  structure.  We  also  belie  ( 
being  close  to  our  customers,  which  is  why  w«l 
have  a  network  of  corporate  and  middle  markej 
ing  offices  in  major  cities  across  the  United  Sif 

The  flexibility  to  solve  your  problems. 

Mellon  doesn't  offer  "take  it  or  leave  it"  bankil 
solutions.  We  have  the  know-how  to  modify  oi 


Mellon  Bank  Corporation  also  includes  Mellon  Financial  Semices,  which  provides  banking-related  services  and  operates  representative  offices  for  Mellon  Bank 


1ANKING. 


and  services  to  meet  your  special  needs. 

he  time  to  get  to  know  our  customers  and 
he  industries  they  represent.  We  visit  their 
and  meet  with  their  top  management.  This 
ng  care  enables  our  banking  specialists  to 
le  innovative  solutions  that  solve  problems. 

al  markets  experts,  for  example,  custom 
terest  rate  swaps  for  companies  of  all  sizes, 
principal  in  swaps  from  $5  million  to  more 
)  million,  for  terms  from  one  to  12  years, 
■s,  ceilings  and  other  special  features. 

y  as  a  way  of  life. 

ibly  know  about  Mel  Ion's  cash  management 
r  reputation  rests  on  how  we  handle  millions 
tions  every  week  accurately  and  efficiently 


When  an  error  occurs,  we  not  only  correct  it  quickly 
but  take  steps  to  make  sure  it  won't  happen  again. 

You  may  not  know  that  we  also  do  back-office  pro- 
cessing for  nearly  400  banks  across  the  country.  Our 
technological  expertise  also  extends  to  the  pension  in- 
dustry, where  we  are  the  nation's  third  largest  master 
trust  institution,  with  more  than  $65  billion  in  assets. 

Three  decades  ago,  a  Mellon  Bank  was  one  of  America's 
first  banks  to  acquire  its  own  computer.  Since  then, 
we've  built  one  of  the  finest  telecommunications 
networks  in  the  banking  industry-a  network  that 
supports  15,000  on-line  terminals  and  handles 
30  million  transactions  a  month. 

A  phrase  we're  proud  to  use. 

Quality  banking  is  a  phrase  we  use  a  lot  at  Mellon. 
Providing  it  is  one  of  our  core  values.  At  Mellon,  it's 
the  way  we  believe  in  doing  business. 


@  Mellon  Bank 


Youve  heard  a  lot  about  the  lean,  mean 
Israeli  defense  establishment.  Well,  forget 
it.  In  Tel  Aviv . . . 


A  $640  hammer 
is  a  bargain 


By  Hesh  Kestin 


ILITARY    PROCUREMENT  got 

you  down?  Pentagon  cost 
overruns  causing  migraines? 
Depressed  by  tales  of  $7,600  coffee- 
makers  and  $640  claw  hammers? 
Meet  Moshe  Keret,  who  is  president 
of  Israel  Aviation  Industries  (IAI),  a  $1 
billion  (sales)  Tel  Aviv  outfit  and  the 
Middle  East's  largest  manufacturer. 

Keret  runs  what  amounts  to  a  na- 
tional employment  agency  cum  brain 
trust  with  22,000  employees,  a  phe- 
nomenal amount  of  aviation  and  elec- 
tronics knowhow  for  a  country  with  4 
million  people,  and  a  single  stock- 
holder, the  government.  And  the  gov- 
ernment, also  his  biggest  customer, 
is,  unfortunately,  broke. 

Keret 's  solution?  Promote  a  defense 
project  paid  for  with  U.S.  funds:  a  new 
jet  fighter — the  Lavi — for  the  Israeli 
air  force,  packed  with  more  punch  and 
sophisticated  electronics  than  any- 
thing now  in  the  sky. 

Is  the  Lavi  a  boondoggle?  The  war- 
plane  is  hyped  as  a  way  to  free  the 
Israeli  air  force  from  its  dependency 
on  foreign  parts  and  suppliers.  But 
50%  to  60%  of  the  machine  is  made 
in  the  U.S.  Even  top  Israeli  officials 
admit  that  they  could  save  millions 
per  aircraft  by  buying  an  existing 
plane,  such  as  General  Dynamics' 
F-16.  And  there  is  doubt  about  when 
the  Lavi  will  actually  get  off  the 
ground.  The  prototype  was  supposed 
to  fly  in  February,  but  now  it  is  sched- 
uled for  September.  Hedges  a  compa- 
ny spokesman:  "Make  that  Septem- 
ber 35th." 

But  in  aerospace,  late  is  normal. 
The  real  problems  are  buyer  and  price. 
America's  Northrop  spent  about  $1 
billion  on  its  F-20  and  hasn't  sold 
plane  one.  The  Lavi  is  different:  It  has 
a  buyer,  but  no  one  knows  what  the 


price  will  be.  With  the  Pentagon  pro- 
jecting at  least  $34.5  million  per  air- 
craft, 50%  higher  than  IAI's  esti- 
mates, the  Lavi's  cost  is  the  subject  of 
an  Israeli  national  debate  over  wheth- 
er this  is  the  best  way  to  defend  the 
country.  All  of  the  Lavi's  bills  are  paid 
for  out  of  $1.8  billion  in  annual  U.S. 
military  aid,  so  the  Lavi  leaves  pre- 
cious little  for  other  weaponry. 

The  anti-Lavi  lobby,  however,  is 
outgunned  by  IAI's.  Consider:  From 
$700  million  for  a  cheap  fighter  plane 
that  was  proposed  in  1979,  the  devel- 
opment expense  alone  has  climbed  to 
at  least  $2.2  billion.  And  still,  Keret, 
with  a  straight  face,  is  saying  that  the 
Lavi  will  be  cheaper  than  the  avail- 
able alternative,  the  F-16  (which,  sim- 
ilarly equipped,  can  be  had  for  about 
$21  million  apiece).  Even  General 
Menahem  Eini,  who  heads  up  the  Lavi 
project  for  the  Ministry  of  Defense, 
now  admits:  "Apples  to  apples,  the 
F-16  is  cheaper  by  a  couple  of  million 
dollars  each." 

So  why  is  Israel  pushing  ahead 
when  it  could  whistle  up  lots  of  F-16s 
this  minute,  instead  of  waiting  until 
1990  for  the  beginning  of  production 
at  IAI?  For  compelling  reasons — some 
political,  some  military.  For  IAI, 
whose  sales  have  grown  by  about 
7.9%  a  year  since  1980—10.1%  is  the 
U.S.  aerospace  average — Keret  obvi- 
ously feels  that  the  Lavi  is  do-or-die. 
Industrially,  Keret  insists  high-tech 
products  will  flow  from  what  was 
learned  on  the  Lavi.  Militarily,  even 
U.S.  sources  concede  that  the  Lavi  is 
20%  "more  suitable"  for  Mideast 
warfare  than  the  F-16,  because  it's 
more  elusive  and  carries  a  bigger  pay- 
load.  Politically,  there  is  the  fear  that 
shooting  down  the  Lavi  will  produce  a 
critical  brain  drain  as  Israeli  engineers 
drift  abroad  to  find  work.  But  just  as 
important,  the  Lavi  exists  because  of 


IAI's  raw  national  power. 

If  the  company  doesn't  sell  $<| 
hammers  to  its  local  Pentagon,  th.l 
because  the  whole  company  fu| 
tions  like  a  $640  hammer.  Layoffs 
not  its  way.  Without  the  Lavi, 
might  have  to  send  a  quarter  of 
payroll  home  and  risk  seeing  a  loll 
talent  leave  the  country  to  find  wcl 
"  Besides,  IAI  is  not  only  Israel's  bj 
aerospace    manufacturer,  it's 
country's  only  one.  There  is  no  ccl 
petitive  bidding  for  projects  this  sij 
On  Ministry  of  Defense  contracts, 
makes  no  capital  investments  ;j 
charges  by  the  hour,  earning  4%  [ 
8%  over  costs.  The  company  cal 
lose.  Clout?  In  a  country  where  o 
man  parties  have  kept  governmel 
in  power,  IAI,  as  Israel's  biggest  el 
ployer,  directly  and  indirectly  mil 
ences  as  many  as  100,000  votes.  T I 
is  5%  of  the  electorate,  enough  I 
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ibly  lines  at  IAI's  main  plant  in 
wtside  Tel  Aviv.  A  prototype 
■  Lavi  (above)  is  already  seven 
hs  late  and  reliable  cost  estimates 
icreasingly  elusive.  We  Astra 
w,  right  )  is  a  $53  million 
ess  jet  with  few  buyers. 

i  5  of  120  Knesset  seats, 
this  bad?  Depends  on  whether 
regard  IAI  as  a  business — accord- 
d  its  charter,  its  motive  is  profit — 
i  a  national  asset.  As  the  latter, 
iroved  itself  in  the  Seventies  by 
iding  Israel  with  the  Kfir,  an  up- 
1  version  of  France's  respected 
ge  jet  fighter.  (When  the  French 
)ff  shipments  in  1967,  Israeli  in- 
;ence  provided  the  plans.) 
ie  Kfir  was  a  military  success, 
like  most  of  IAI's  aviation  ven- 
<  since  then,  an  export  failure. 
Kfir  was  never  a  commercial 
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You  Need  the  ULTIMATE  in  Information  Management 


The  Ultimate  Corp.  gives  you  the  information 
processing  capability  you  need  to  stay  in  control 
of  your  company 

That  means  information  for  financial  analysis  and 
forecasting,  for  inventory  management  and  control. 
For  distribution  and  purchasing.  For  performance  data 
on  your  sales  force.  And  data  for  marketing  or  stra- 
tegic planning. 

The  Ultimate  Corp.,  through  its  international  dealer 
network,  can  deliver  more  than  1,000  mature  business 
applications,  all  proven,  richly  functional  and  designed 
for  performance  in  highly  competitive  business  en- 
vironments. Applications  that  are  easy  to  use,  yet  pro- 
vide sophisticated  business  management  capabilities. 

Choose  the  one  operating  system  with  the  power  and 
speed  to  keep  you  ahead  of  the  competition  -  the 
top-performing  Ultimate®  Operating  System,  an  en- 
hanced version  of  the  PICK™  System.  (Xir  fully 
integrated  operating  system,  complete  with  fourth 
generation  language  capabilities,  was  designed  specifi- 
cally for  business  environments. 

So  whatever  your  business  -  wholesale  distribution, 
repetitive  manufacturing,  healthcare  management. 


banking,  retail  merchandising  vehicle  leasing,  munici- 
pal management,  and  more  -  there's  an  Ultimate 
application  perfectly  suited  to  your  needs.  And  that's 
just  the  beginning. 

\bu'll  get  a  complete  data  processing  solution  from 
Ultimate's  wide  range  of  hardware  systems.  The 
Ultimate  Corp.  has  the  right  system  for  you,  ranging  in 
size  from  our  desktop  microcomputer,  to  Ultimate's 
Honeywell-based  32-bit  supermini  capable  of  han- 
dling 400  users,  to  our  DEC  VAX*  or  IBM 
4300  offerings. 

This  all  adds  up  to  the  ULTIMATE  Commitment  -  our 
commitment  to  meeting  your  information  needs.  A 
commitment  that  has  made  The  Ultimate  Corp.  one  of 
the  fastest-growing  providers  of  business  computer 
systems  in  the  world  today 

Want  to  outperform  your  competition?  Get  the 
ULTIMATE  Commitment. 

For  further  information  about  the  complete  family  ol 
Ultimate  computers,  or  for  the  name  of  the  Ultimate 
dealer  nearest  you,  phone  The  Ultimate  Corp.: 
1-800-654-0134.  In  New  Jersey:  1-201-887-9282. 


World  Headquarters:  717  Ridgedale  Avenue,  East  Hanover,  NJ  07936 

It  takes  the  ULTIMATE  Commitment  to  outperform  the  competition. 


ULTIMATE  is  a  registered  irademark  ol  The  Ultimate  Carp  DEC  and  VAX  are  registered  trademarks  ot  Digital  Eguipment  Corporation.  IBM  is  a  registered  trademark  ol  International  Business  Machines 

Corporanon  PICK  is  a  trademark  of  PICK  Systems,  Inc. 

Member  of  The  Spectrum  Manufacturers  Association.  (SMA):  'The  Transportability  Standard  for  Business  Computers  " 

©  1986  The  Ultimate  Corp. 
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moneymaker  because  its  engine  was 
U.S. -made,  and  Washington  limited 
foreign  sales. 

The  Arava,  a  short-takeoff-and- 
landing  transport  developed  in  the 
Sixties,  was  also  short  on  sales,  with 
only  100  ordered,  some  50  short  of 
break-even.  Even  Israel's  own  mili- 
tary said  the  plane  didn't  suit  its 
needs.  IAI  then  produced  a  business 
jet  called  the  Westwind  in  1965  that 
supposedly  made  a  slight  profit  for  the 
company.  That  lackluster  experience 
might  have  convinced  another  outfit 
to  pass  on  the  civilian  aircraft  market. 

Instead  IAI  built  the  Astra,  which 
was  developed,  perversely,  in  a 
drowsy — now  comatose — U.S.  mar- 
ket for  business  jets.  Launched  in 
1985,  it  offers  a  bit  more  speed  and 
headroom,  but  at  $5.5  million  costs 
$2  million  more  than  the  Westwind. 
The  prices  are  competitive — unfortu- 
nately, nobody's  buying  business  jets. 
As  usual,  IAI  declined  to  break  down 
costs,  but  a  former  board  member 
puts  the  loss  at  $200  million.  "You 
couldn't  ever  get  an  exact  accounting 
of  what  things  cost — they  hid  every- 
thing," another  former  board  member 
said.  "We  could  never  control  it." 

That's  still  the  case.  IAI's  top  man- 
agement has  been  reshuffled  five 
times  in  ten  years,  but  the  changes 
reflect  politics  more  than  account- 
ability. And  the  changes  certainly 
have  not  created  reliable  quality  con- 
trol. General  Dynamics,  for  example, 
has  just  received  the  first  of  seven 
F-16  wings  it  subcontracted  to  IAI. 
They're  being  recycled:  The  bolt  holes 
are  all  in  the  wrong  places.  At  Bedek, 
IAI's  maintenance  division,  employ- 
ing 4,000  workers  who  overhaul  and 
upgrade  everything  from  Boeings  to 
Piper  Cubs,  profit  targets  are  consis- 
tently missed.  "We  don't  get  the  prof- 
its," shrugs  a  cheerful  manager. 

Neither  does  IAI's  owner.  The  gov- 
ernment generally  plows  profits  back 
into  the  company.  It  is  profitable, 
though  not  by  U.S.  industry  stan- 
dards— only  8.29%  return  on  equity, 
vs.  15%  in  the  U.S.  Profit  margins  are 
3%;  4%  is  the  U.S.  norm.  With  one- 
third  to  one-half  its  sales  to  the  gov- 
ernment on  a  cost-plus-can't-lose  ba- 
sis, these  numbers  should  be  better. 

Keret  himself  is  dissatisfied,  and  to 
generate  cash  for  export  growth, 
hopes  to  take  the  company  public  in 
the  U.S.  Will  he  find  willing  inves- 
tors? "With  their  figures,"  said  a  high 
government  official  who  knows  IAI 
well,  "no  one  will  take  them  public. 
They'd  have  to  choose  between  find- 
ing more  markets  or  firing  workers." 

For  now,  IAI  has  a  market  of  sorts — 
c'est  Lavi.  ■ 
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Did  Falconbridge  overpay  or  underpa 
when  it  bought  the  huge  Kidd  Creek  mim 
Depends  on  your  view  of  the  future. 


Wait  and  see 


By  James  Cook 


Canada's  giant  Kidd  Creek  ore 
body  near  Timmins,  Ont.  is  so 
rich,  so  vast,  that  it  has  the 
potential  for  transforming  any  corpo- 
ration it  touches.  Its  discovery  back  in 
1964  transformed  Texasgulf  into  a 
major  diversified  mining  company.  Its 
loss,  in  1981,  the  result  of  a  forced  sale 
to  satisfy  the  national- 
ist ambitions  of  the 
Canada  Development 
Corp.,  all  but  killed 
Texasgulf.  What  was 
left  disappeared  into 
France's  Elf  Aquitaine 
resource  conglomerate. 

Last  March,  in  a  par- 
oxysm of  Canadian  pri- 
vatization, Kidd  Creek 
changed  hands  again — 
this  time  in  a  $615  mil- 
lion deal  with  Toron- 
to's nickel  giant  Fal- 
conbridge Ltd.,  and 
Kidd  Creek  has  already 
begun  transforming 
Falconbridge  from  a 
sprawling,  ramshackle 
mining  group  into  a 
much  more  strongly 
centralized  operating 
company  with  a  di- 
verse resource  base. 

Falconbridge's  boss, 
chunky,  gravel-voiced  William  James, 
57,  paid  a  $245  million  premium 
(66%  over  book  value)  for  the  proper- 
ty. Did  he  pay  too  much?  Not  in 
terms  of  the  value  of  Kidd  Creek's 
proven  and  probable  reserves.  But  it 
was  still  a  lot  of  money  in  terms  of 
what  resource  companies  command 
these  days.  "The  book  doesn't  mean 
anything,"  fames  says.  "You  make 
these  acquisitions  on  the  basis  of  the 


property's  future  cash  flow." 

As  Bill  James  explains  it,  the  oppc 
tunity  was  too  good  to  be  missf 
Kidd  Creek  is  one  of  the  great  min 
of  the  world,  a  low-cost  zinc-coppe 
silver  deposit.  Its  acquisition  shou 
afford  both  diversification  and  ecori 
mies  of  scale  to  a  company  who 
fortunes  have  for  too  long  depend 
too  heavily  on  nickel.  Number  tw 


Falconbridge  Chief  Executive  William  James 
Future  cashflow's  the  thing,  not  book  value. 


after  Inco,  in  nickel,  Falconbridge 
now  also  a  major  producer  of  zinc  an 
is  among  the  world's  largest  copp< 
producers. 

Until  Kidd  Creek  came  along,  Fa 
conbridge  was  inordinately  suscepti 
ble  to  the  ups  and  downs  of  nicke 
The  company  mines  nickel  at  SiM 
bury,  Ont.,  refines  it  at  Kristiansanc 
Norway.  It  ships  50%  of  its  output  t 
the  ailing  stainless  steel  industry,  i 
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This  announcement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy, 
any  of  these  securities.  The  offer  is  made  only  by  the  Prospectus. 

Mew  Issue 


June  5,  1986 


$60,000,000 


UNC  Incorporated 

11.50%  Senior  Subordinated  Debentures  Due  1996 

Price  95.741% 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  such  of  the  undersigned  as  may 
legally  offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 


This  announcement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy, 
any  of  these  securities.  The  offer  is  made  only  by  the  Prospectus 

slew  Issue  June  5,  1986 


$60,000,000 


UNC  Incorporated 

7.50%  Convertible  Subordinated  Debentures  Due  2006 

The  Debentures  are  convertible  at  any  time  on  or  prior  to  maturity,  unless  previously  redeemed,  into  shares  of  the 
Company's  Common  Stock  at  a  Conversion  Price  of  $15.40  per  share,  subject  to  adjustment. 

Price  100% 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  such  of  the  undersigned  as  may 
legally  offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 


"Mazda  is  known 
for  breaking  new  ground" 


Kenichi  Yamamoto 

President, 

Mazda  Motor  Corporation 


... nil  ■tl-i'aTTIOTn  r' 


II 


"The  experimental  MX-03  is  Mazda's  vision  of  . 
what  a  sport  coupe  could  be  like  in  the  next  decade. 
And  it  embodies  our  philosophy  of  enriching  peoples 
lives  through  vehicles  that  are  a  pleasure  to  drive." 


'The  MX-03 's  revolutionary  4-wheel  ste\ 
ystem  provides  exceptional  handling  stai 
as  well  as  unprecedented  maneuverabihi 


"Part  ofttie  MX-03 's  fun-to-drive  character 
comes  from  its  unique  power  plant— the  world 's  ,*ggsf 
first  iurbocharged  3-rotor  rotary  engine.  ^*gg|jfil* 
Intercepted  and  fuel-injected,  the 
engine  produces  315  hp."  ^ 


lODAX  ITS  A  SPORTS  CAR 
>  AD\ANCEQ  ITS  REAR  WHEELS 
ACTUALLY  HELP  YOU  STEER 


THROUGH  A  TURN. 


erhaps  the  concept  of  rear- 
'heel  steering  leaves  you  a  lit- 
puzzled.  If  so,  you're  in  good 
ipany.  Because  until  recently 
n  the  world's  largest  auto- 
kers  considered  this  highly 
histicated  technology  simply 
leoretical  possibility.  Yet  in 
igning  the  new-generation 
-7,  Mazda  engineers  have 
sn  a  major  step  towards  turn- 
that  possibility  into  reality. 
For  beneath  the  RX-7's 
nning  shape,  you'll  find  the 
lamic  Tracking  Suspension 
tern.  Under  cornering  loads, 
i  unique  rear  suspension 
Dmatically  adjusts  rear  wheel 
nment  to  help  you  steer 
Dugh  turns.  The  result?  More 
e,  more  precise  handling, 
i  a  sports  car  that  responds 
our  commands  as  though  it 
i  anticipated  them. 

1APING  THE  FUTURE  OF 

HE  AUTOMOBILE-ONE 
SJNOVATION  AT  A  TIME. 

As  remarkable  as  the 
lamic  Tracking  Suspension 
tern  is,  it's  merely  one  expres- 
l  of  Mazda's  commitment  to 
Dvations  in  technology 

Innovations  like  the  rotary 
ine— this  century's  only  new 
iuction  automobile  power 
it.  Others  had  explored  its 
elopment  before,  only  to 
te  away  empty  handed.  But 
nigh  six  years  of  patient 
arch,  Mazda  engineers 
ed  the  riddles  of  the  rol 
n  continued  to  make  vei'ine- 
jps  which  have  led  today  to 
it  may  be  the  ideal  sports  car 
rer  plant. 


Yet  a  still  higher 
level  of  rotary  engine 
sophistication  and 
performance  is  on  the 
horizon.  For  with  the 
recent  introduction 
of  the  experimental 
MX-03,  Mazda 
engineers  have  un- 
veiled the  world's 
first  turbocharged 
three-rotor  rotary 
engine.  This  ad- 
vanced two-stage- 
turbocharged,  intercooled  power 
plant  produces  315  horsepower. 
More  than  some  race-car  engines. 

And  to  help  tomorrow's 
drivers  handle  this  level  of  power, 
Mazda  engineers  have  also  en- 
dowed the  MX-03  with  a  revolu- 
tionary, electronically  controlled, 
speed-sensing,  4-wheel  steering 
system.  Providing  an  exceptional 
combination  of  high-speed  sta- 
bility and  unprecedented  low- 


The new 
technologies 


Construction  of  Mazda's  new  $450  million 
plant  in  Flat  Rock,  Michigan  is  continuing 
on  schedule  with  equipment  already  being 
installed  in  the  paint  shop.  In  addition,  hir- 
ing procedures  have  begun  with  an  astound- 
ing 143,000  people  requesting  application 
forms  for  3,000 jobs.  Automobile  production 
is  scheduled  to  begin  in  the  fall  of  1987. 


Mazda  RX-7—a  combination  of  innovative 
produces  a  new  level  of  sports  car  performance. 

speed  maneuverability,  the  sys- 
tem represents  nothing  less  than 
a  quantum  leap  in  the  science  of 
vehicle  dynamics. 

TECHNOLOGY  DESIGNED 
TO  ENHANCE  THE  LIVES 
OF  THOSE  IT  TOUCHES. 

Over  the  years,  Mazda  has 
followed  many  paths  in  its 
pursuit  of  innovation.  Yet  the 
true  goal  of  this  pursuit  has  not 
simply  been  technology  for  its 
own  sake.  Instead,  Mazda's  goal 
has  been  to  develop  technologies 
that  will  enrich  people's  lives  by 
making  its  vehicles  easier  and 
more  fun  to  drive.  And  that's  one 
path  from  which  Mazda  will 
never  stray. 

For  a  free  copy  of  the  1985 
Mazda  Annual  Report  and/or 
your  choice  of  a  1986  RX-7,  626, 
323  or  B2000  product  catalog, 
write  to:  Mazda  Report/Catalog 
Offer,  Box  5960-CO,  Orange,  CA 
92668.  Or  call  this  toll-free 
number:  800-521-1055 


competition  with  Third  World  pro- 
ducers like  New  Caledonia,  whose 
production  reflects  social  rather  than 
economic  motives. 

In  1982,  the  year  James  took  over  as 
chief  executive,  Falconbridge  lost  $81 
million.  James  spent  the  next  three 
years  getting  the  company  back  in  the 
black,  cutting  its  work  force  by  a  third 
and  cultivating  nickel's  sluggish  mar- 
kets. But  the  vulnerability  remained. 
Falconbridge's  integrated  nickel  oper- 
ations were  responsible  for  60%  of 
last  year's  $890  million  in  revenues. 

Now,  says  James,  "We're  focused 
on  nickel  operations  and  on  Kidd,  and 
they're  our  main  core  assets.  That's 
what  we're  running  with  and  going  to 
try  to  make  as  efficient  as  possible. 
After  that,  we're  hell-bent  on  reduc- 
ing that  damned  debt." 

Falconbridge  bought  Kidd  Creek  for 
$615  million,  three-fourths  of  that  in 
stock  and  debentures — "nickel  stock 
against  the  copper,  zinc,  silver  asset," 
as  James  puts  it.  But  it  also  agreed  to 
assume  $743  million  in  Kidd  Creek 
debt.  Add  that  to  the  $284  million 
Falconbridge  had  borrowed  on  its  own 
and  the  new  debentures,  and  the  total 
debt  comes  to  over  $1.2  billion.  To 
knock  that  $1.2  billion  down,  Falcon- 
bridge has  already  sold  its  56.7%  in- 
terest in  Kiena  Gold  for  $86  million. 
Although  James  won't  say  so,  it 


doesn't  take  much  to  guess  that  mis- 
cellaneous other  minority  holdings 
may  follow.  Says  James:  "On  Kidd  we 
got  the  whole  thing.  We  can  run  with 
it,  and  we  don't  have  the  concerns  of 
minority  shareholders." 

The  immediate  impact  of  Kidd 
Creek  has  been  far  from  exhilarating. 
With  metal  prices  off  from  a  year  ago, 
the  acquisition  converted  the  $2  mil- 
lion profit  that  Falconbridge  might 
otherwise  have  earned  in  the  first 
quarter  into  a  $17  million  loss.  But 
James  expects  to  overcome  the  lost 
ground  as  the  year  progresses.  For  one 
thing,  there  remains  potential  for  cost 
reduction  at  Kidd  Creek.  James  plans 
to  cut  Kidd  Creek's  2,750-man  work 
force  by  11%,  and  he  has  already 
lopped  off  61  Kidd  Creek  managers 
made  redundant  by  Falconbridge's 
own  staff. 

Then,  too,  Falconbridge's  long-un- 
profitable 67.1% -owned  affiliate  in 
the  Dominican  Republic  may  well 
break  into  the  black  after  having  lost 
$7  million  last  year  and  $106  million 
over  the  last  five  years.  Buying  oil  to 
run  the  plant  accounts  for  more  than 
40%  of  the  affiliate's  costs,  and  the 
drop  in  oil  prices — from  $25  to  $11.25 
a  barrel  since  the  beginning  of  the 
year — could  produce  annual  savings 
of  $34  million,  or  50  cents  a  pound. 

With  debt  reduction  uppermost  on 


his  mind,  James  is  cutting  back  tl 
exploration  budget — to  $20  millicj 
this  year,  from  $26  million,  cori 
bined,  in  1985.  The  bulk  of  that  $: 
million  will  come  from  a  novel  for 
of  financing:  flow-through  share 
which  pass  the  depletion  allowance 
the  shareholder.  That  is  an  allowant 
that  Falconbridge,  with  its  big  tai 
loss  carryforward,  cannot  use  itse; 
Such  shares  are  sold  for  a  multiple 
the  stock  price  (2.7  currently),  so  th 
the  latest  shares  went  for  $56.78,  vj1 
Falconbridge's  $21  market  price.  Tf 
buyer,  of  course,  gets  a  proportiona 
stake  in  the  company  as  well  as  a  U 
credit  he  can  use  against  his  person 
income  tax. 

James  admits  that  between  the  ai 
ditional  debt  and  the  40%  increase  : 
shares  outstanding,  Kidd  Creek  repr 
sents  a  gamble:  Metals  prices  for  tl 
first  time  in  memory  have  not  share 
in  the  general  economic  recovery,  ai 
some  Canadian  analysts  think  it  mi 
be  years  before  Kidd  Creek  final 
pays  off.  But  look  at  the  other  side 
the  equation:  a  hoard  of  mineral  ric 
es  that  the  world  will  eventual 
need,  purchased  at  a  cyclically  lo 
price.  "Right  now,  base  metal  pria 
are  pretty  low,  copper,  zinc  and  si 
ver,"  says  James.  "But  we  believe  ov1 
the  long  run  Kidd  Creek  is  going  to  c 
well.  We'll  have  to  wait  and  see."  ( 
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That's  Singer  technology. 


Photo :  General  Dynamics 


linger  has  supplied  more  underwater  fire  control  equipment 
to  the  U.  S.  Navy  than  any  other  producer.  We  also  develop 
systems  for  airborne  and  ground-based  Tactical  Control 
—one  of  the  technologies  that  make  aerospace  electronics 

our  largest  business. 


The  Singer  Company,  8  Stamford  Forum,  Stamford  CT  06904 


American  Standard  didrit  go  into  oil  ser- 
vices. That  was  one  of  the  few  diversifica- 
tion disasters  it  somehow  avoided. 


Back  to  basics 


[i  wort! 


By  Mark  Clifford 


American  Standard  Inc.  has 
signed  architect  Warren 
b  Platner  to  design  elegant  bi- 
dets. Its  gold-fixtured  $25,000  super- 
tub,  the  Sensorium,  can  be  filled  by 
remote  control  from  a  telephone  in  a 
car  or  a  plane  and  is  so  roomy,  says 
Standard's  financial  statement,  that 


"two  people  can  bathe  at  once."  Stan- 
dard's annual  report  bubbles  about  so- 
lar-cell faucets  and  "handcrafted"  toi- 
lets. Seeking  to  capitalize  on  the 
American  obsession  with  fancy  bath- 
rooms, American  Standard  is  diving 
into  what  it  calls  the  "luxury  plumb- 
ing" market. 

Bizarrely  sybaritic  though  some  of 
this  may  sound,  it  makes  sense  for 


American  Standard.  The  company  h 
spent  much  of  the  past  20  years  tryi 
to  escape  its  core  business  by  dabbli 
in  cockeyed  activities  from  buildi  ";r 
nuclear  reactors  to  peddling  real  ^ 
tate.  Its  original  core  business  is  ma]  : 
ing  toilets,  sinks  and  bathtubs.  -: 
more  mature  and  cyclical  busine 
you  can  hardly  find.  As  for  impc 
competition,  even  these  heavy  iter 
are  not  immune.  One  year  after  Sta 
dard  finished  a  modern  $40  milli< 
toilet  factory  in  New  Orleans  in  198 
the  company  found  it  could  compe 
only  by  shuttering  the  factory  and  ii 
porting  Brazilian  toilets  instead. 

On  $2.9  billion  in  sales,  Standan 
profit  in  1985,  including  discontinm 
operations,  was  a  modest  $122.1  m 
lion,  or  $3.10  a  share.  That  was  all  bl 
wiped  out  by  $100  million  of  restru 
turing  charges,  for  that  New  Orleal 
factory,  among  other  problems 
that's  the  environment,  what  the  he 
do  I  do?"  asks  William  Boyd,  the  corj  ~;l 
pact  63-year-old  chairman. 

Building  bathtubs-for-two  and  go 
plated  bidets  is  one  answer.  Boyd 
wisely  unwinding  the  sometimes  si 
ly  diversifications  of  his  predecesso: 
and  making  the  best  of  a  prosaic  bus 
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American  Standard's  William  Boyd 
Solarfaucets  and  "handcrafted"  toilets 


is.  American  Standard  is,  for  what 
worth,  a  market  leader  in  the 
hroom.  It  claims  to  make  one  of 
ry  five  toilets  in  the  Free  World. 
)f  course,  the  company  realizes 
t  not  every  American  can  spend 
i,000  or  so  to  remodel  a  bathroom, 
t  is  also  addressing  the  more  prosa- 
ide  of  its  business.  "The  world  just 
't  the  same  anymore,"  says  Rich- 
Francis,  chief  financial  officer, 
nee  we  can't  get  price  increases, 
have  to  get  cost  reductions."  So 
ndard  has  developed  innovations, 
h  as  moving  toilets  and  sinks 
Qg  ceramic  rollers  through  the 
i,  cutting  energy  use  up  to  80%, 
npared  with  the  heat-absorbing 
i  cars  that  were  previously  used, 
oreign  competition?  Standard  has 
up  joint  ventures  in  such  low- 
ge  countries  as  Indonesia,  Korea, 
ina  and  Brazil.  Even  with  freight 
urges,  it  saves  $14  on  each  of  the  1 
lion  toilets  it  brings  in  from  South 
lerica,  compared  with  the  New  Or- 
ris factory.  Meanwhile,  53%  of 
ndard's  building  products  operat- 
income  comes  from  sales  abroad. 
Jext  in  the  Standard  strategy  is  to 
iand  but  stick  to  building  products, 
e  of  its  few  smart  acquisitions  was 
1983  purchase  of  air-conditioner 
ker  Trane  Co.  for  $630  million  fin- 
ding assumed  debt).  That  business 


showed  an  operating  profit  of  $142 
million  last  year  before  depreciation. 
Trane  suffers  the  same  housing-cycle 
sensitivity  that  bathroom  products 
do.  But  then  what  helps  the  investor 
more,  improving  long-run  profits  or 
smoothing  them? 

Then  there's  the  business  of  un- 
loading what  never  belonged.  Since 
November  Boyd  has  sold  several  prof- 

A  year  after  Standard 
finished  a  modern  toilet 
factory  in  New  Orleans,  it 
had  to  shutter  it.  "If  that's 
the  environment,  what  the 
hell  do  I  do?"  asks  William 
Boyd,  the  compact  63-year- 
old  chairman. 

itable  but  peripheral  divisions,  in- 
cluding Mosler  Safe  and  American 
Bank  Stationery,  accounting  for  $500 
million  in  sales.  The  company  is  us- 
ing the  proceeds  to  buy  back  stock 
and  repay  debt. 

There  are  still  some  big  problems.  A 
railway  brake  business  is  so  bad  that 
Standard  would  have  a  tough  time 
giving  the  operation  away.  This  and  a 
profitable  European  brake  business 
are  what's  left  of  the  old  Westing- 
house  Air  Brake  Co.,  which  Standard 
acquired  in  1968.  Westinghouse  was  a 


classy  company,  but  Standard  made 
the  mistake  of  selling  off  its  share  of 
the  lucrative  U.S.  truck  brake  opera- 
tions to  Bendix.  Standard  took  an  $88 
million  (pretax)  writedown  on  the 
railroad  brake  operations  last  year. 
"Even  if  we  were  the  only  manufac- 
turer, we'd  be  limping,"  says  Presi- 
dent William  Roth.  There's  also  a 
moneylosing  commercial  printing  op- 
eration that  doesn't  seem  to  fit  in 
anywhere. 

Say  this  for  Boyd  and  his  colleagues: 
They  aren't  looking  to  redeploy  into 
things  like  biotechnology  and  finan- 
cial services.  American  Standard  has 
had  enough  of  faddishness.  Says  Boyd: 
"I  remember  sitting  around  with  se- 
nior management  eight  or  ten  years 
ago  trying  to  figure  out  how  to  get 
into  oil  services  because  everybody 
was  making  so  much  money.  I  don't 
know  if  we  weren't  smart  enough  to 
figure  out  how  to  get  in,  or  if  we  were 
just  lucky." 

We  have  no  way  of  knowing  wheth- 
er gold-plated  bathrooms  are  going  to 
make  Standard  rich  again.  Somehow 
we  doubt  it.  But  this  we  do  know:  It  is 
better  to  eke  out  an  honest  living  do- 
ing something  you  know  than  going 
broke  in  things  you  know  nothing 
about.  Most  diversification  ends  up 
making  investment  bankers  richer 
and  everyone  else  poorer.  ■ 
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iVhen  the  point  is  ei 
Lincoln  Nation 


benefit  plans, 
has  the  advantage 


e  ben 
exible  benefits  are 
n  healthcare  cost 
nagement  from  Lincoln  National.  We 
er  these  opportunities  and  other  cost 
management  plans  to  businesses 
throughout  the  country.  Ask  your 
employee  benefits  representative  today. 
Lincoln  is  thinking . . . 

and  so  should  you. 


ft  The  Lincoln  National  Life  Insurance  Co.  and  other  L.iicoln  National  affiliates.  13(H)  South  Clinton.  Fort  Wayne.  IN  46801 


United  Artists  Communications  works  at 
being  invisible.  But  its  trove  of  assets  has 
driven  its  stock  to  record  highs.  How  long 
will  investors  have  to  wait  for  the  payoff? 

A  ticking 
time  bomb 


By  Alex  Ben  Block 


F|  or  a  public  company,  United 
Artists  Communications,  Inc. 
keeps  a  remarkably  low  profile. 
Headquarters  of  UACI,  the  nation's 
third-largest  operator  of  movie  thea- 
ters and  12th-largest  owner  of  cable- 
TV  systems,  with  revenues  of  nearly 
$500  million  last  year,  is  in  San  Fran- 
cisco's "Tenderloin,"  the  skid  row 
area  downtown.  Marshall  and  Robert 
Naify,  who  have  controlled  the  com- 
pany for  23  years,  rarely  put  out  a 
press  release  and  never  make  presen- 
tations to  the  handful  of  research  ana- 
lysts who  bravely  try  to  follow  UACI. 


Nevertheless,  somebody  out  there 
must  be  watching.  Even  though  earn- 
ings declined  slightly  during  the  last 
six  months,  UACI's  stock  recently 
rose  to  new  highs,  peaking  at  19  a 
share — an  increase  of  nearly  650% 
over  the  last  five  years. 

Part  of  the  rapid  rise  surely  results 
from  UACI's  small  float — of  a  total  40 
million  shares,  only  about  7.2  million 
are  in  public  hands.  Since  1970  the 
Naifys  have  engineered  stock  repur- 
chases that  have  shrunk  UACI's  total 
capitalization  by  more  than  half, 
while  raising  the  brothers'  stake  to 
over  56%.  Large  holdings  by  institu- 
tions and  speculators  account  for  an- 
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other  26%  of  equity. 

The  primary  reason  for  the  upticl 
however,  is  speculation  that  UACI 
even  now  temptingly  undervalue 
and  that  something  is  bound  to  haj 
pen.  '  What  people  are  banking  un  i 
that  sometime  soon  the  Naifys  wi! 
cash  in,"  says  Anthony  M.  Hoffman, 
New  Yurk-based  investment  banko 
for  Union  Bank  of  Los  Angeles, 
entertainment  industry  specialist 
"The  company  is  like  a  ticking  timl 
bomb.  You  just  don't  know  when  i 
may  go  off.  It  could  be  a  few  years,  c 
it  could  break  apart  tomorrow." 

UACI  may  well  be  worth  more  dea 
than  alive.  At  last  count  it  operate 
1,200  movie  screens  at  350  location^ 
about  half  of  them  on  compan 
owned  real  estate,  heavily  concentr; 
ed  in  the  big  population  center: 
New  York,  Florida,  Texas  and  Cahfon 
nia.  UACI  has  embarked  on  a  majo 
expansion  program,  mostly  in  th 
Sunbelt,  which  will  add  at  least  50 
more  screens  in  the  next  few  years 
Observers  consider  the  theaters  to  b 
well  run.  At  a  conservative  valuatioi 
of  10  times  $50  million  cash  flow 
they  would  be  worth  at  least  $5(X 
million.  Subtract  related  debt  of  abou) 
$145  million,  and  the  exhibition  sid 
(not  including  real  estate)  of  UACI  i 
worth  just  over  $9  a  share. 

Then  there  are  the  cable-TV  opera] 
tions,  another  high-cash-flow  busi 
ness.  A  pioneer  in  the  early  1950s,  am 
a  survivor  of  some  tough  takeover  bat 
ties  and  bidding  wars  in  the  year 
since,  UACI's  subsidiary  UA  Cable 
systems  today  has  750,000  subscrib 
ers  in  24  systems.  They  have  enviabli 
market  penetration,  servicing  ovej 
60%  of  the  homes  in  their  franchise 
areas.  Multiply  estimated  1986  ca 
flow  of  $80  million  by  a  conservati 
12  times,  and  you  get  a  value  of  $961 
million.  Subtract  debt  of  $410  mil 
lion,  and  cable  TV  adds  around  $14 
share.  We're  already  at  $23  a  share,  vi 
19  in  recent  trading,  and  we're  sti 
counting. 

Now  throw  in  UACI's  large  re 
estate  holdings,  which  include  t 
rip.e-for-redevelopment   Rivoli  Th 
ater  in  Manhattan's  Times  Square 
Consider,  too,  UACI's  investments 
in  one  or  two  movies  each  year  (the 
most  recent  a  disappointment  called 
Compromising  Positions);  its  85%  owm 
ership  of  Todd-AO  and  Glen  Glenn 
Sound,  major  independent  suppliei 
of  sound  services  to  Hollywood;  i' 
wholesale  janitorial  and  theater  s< 
vices;  its  holding  of  nearly  1  milli 
shares  of  MCI  Communications, 
investment  worth  over  $11  millio: 
and,  for  good  measure,  its  37%  inter 
est     in     Futurtek,     a     new  re 
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Who's  afraid  of  the  SEC? 


Is  United  Artists  Communica- 
tion's recapitalization  plan  only 
that?  Or  is  it  a  device  to  redistrib- 
ute voting  rights  and  thereby  en- 
trench management?  The  SEC  sug- 
gests it's  the  latter.  UACI  says  it 
couldn't  care  less  what  the  SEC 
thinks.  Someone  has  to  give. 

UACI  is  creating,  as  a  takeover 
defense,  a  second  class  of  stock. 
Stockholders  will  swap  their  exist- 
ing shares  for  equal  amounts  of  a 
new  Class  A  stock,  which  carries  a 
fatter  dividend,  or  a  new  Class  B 
stock,  which  has  ten  votes  per 
share.  The  Naify  brothers,  who  al- 
ready own  56%  of  the  existing 
shares,  will  take  mostly  B  stock. 
Other  stockholders  wanting  to  do 
the  same  must  prove  to  UACI  that 
they  have  a  net  worth  of  over  $1 
million,  or  income  over  $200,000. 


While  refusing  to  comment  spe- 
cifically on  the  UACI  case,  Joseph 
Connolly,  head  of  the  SEC's  office 
of  tender  offers,  says  that  A  and  B 
recap  plans  are,  on  their  face,  not 
simple  swaps  but  tender  offers. 
That  means  stock  must  be  offered 
democratically — without  restric- 
tions on  income  or  anything  else. 
As  a  tender  offer,  the  sv/ap  is  also 
likely  to  be  taxable.  That  alone 
would  make  stockholders  think 
twice  about  the  scheme. 

But  UACI  has  little  to  lose  by  its 
defiance.  Even  if  the  SEC  should 
ultimately  prevail,  the  result 
would  probably  be  a  consent  de- 
cree that  simply  forces  the  compa- 
ny to  do  what  the  SEC  says  it 
should  have  done.  No  fine.  No  jail. 
Marshall  and  Robert  Naify  are  go- 
ing full  steam  ahead. — A.B.B. 


mal  private  phone  company.  In  all, 
ys  entertainment  industry  analyst 
frey  B.  Logsdon  of  Crowell,  Weedon 
Co.  in  Los  Angeles,  these  add  at 
ist  another  $5  per  share  of  value, 
tat  gives  UACI  a  plausible  breakup 
lue  of  over  $28  a  share. 
However  eager  the  arbitragers  may 
t,  secretive  Marshall  and  Robert 
lify  aren't  going  to  part  with  their 
lpire  cheaply.  They're  making  ends 
let  just  the  way  things  are  now — 
;y  pay  themselves  annual  salaries 
$1.3  million  and  $1.2  million  re- 
jctively — and  they  seem  deter- 
ned  to  make  a  takeover  impossible 
anything  but  their  terms.  A  contro- 
rsial  recapitalization  scheme 
shed  through  at  the  annual  meeting 
it  March  will,  if  it  survives  a  stiff 
allenge  by  the  Securities  &  Ex- 
ange  Commission,  raise  their  effec- 
e  control  to  almost  90%  of  UACI 
er  June  30. 

rhe  recapitalization,  sold  to  stock- 
lders  as  a  defense  against  unfriend- 
takeovers,  converts  all  of  the  exist- 
;  common  stock  into  a  new  Class  A 
mmon  (expanded  from  20  million 

60  million  shares)  and  simulta- 
ously  creates  a  new  Class  B  stock, 
le  Class  B  stock  will  have  ten  times 
much  voting  power  but  will  be  paid 
out  11%  less  in  dividends.  Stock- 
lders  wanting  the  B  stock,  despite 
i  lower  dividend,  must  be  willing  to 
;et  some  unusual  conditions,  such 

proving  to  the  Naifys  that  they 
ve  a  net  worth  of  over  $1  million  or 
annual  income  of  more  than 
00,000.  Under  these  terms,  the 
^CI  board  expects  very  few  share- 
lders  to  convert  to  Class  B  stock, 
anslation:  It's  really  only  for  the 
lify  brothers. 

rhe  SEC  has  decided  that  the  deal 
lounts  not  to  a  recapitalization,  but 
orm  of  tender  offer.  If  the  SEC  pre- 
ils,  there  could  be  tax  and  other 
nsequences  (sec  box)  that  would 
ider  the  Naify  brothers'  effort  to 
:rease  their  voting  power.  UACI 
s  told  stockholders  that  it  has  no 
:ention  of  complying  with  the  SEC 
ies  on  tender  offers.  The  SEC  says  it 
reviewing  the  situation.  It  could 
gin  an  enforcement  action  to  force 
mpliance. 

rhe  Naify  family  got  its  start  when 
arshall  and  Robert's  father,  Mike 
lify,  a  Lebanese  immigrant, 
inched  a  small  West  Coast  movie 
cuit  in  the  1920s  called  United  Cal- 
rnia  Theaters.  In  1950  a  half-inter- 
:  was  acquired  by  the  United  Artists 
leater  Circuit,  an  offshoot  of  the  old 
lited  Artists  movie  company.  The 
ler  half  was  merged  in  1963,  and 
e  Naifys  took  control.  After  addi- 


tional acquisitions,  a  highly  decen- 
tralized company  emerged,  with  re- 
gional bases  in  New  York,  Dallas  and 
San  Francisco.  Robert  Naify  says  the 
decentralization  was  simply  the  best 
way  to  run  theaters.  But  it  also  helped 
avoid  any  appearance  of  a  monopoly. 

Today  Chairman  Marshall  Naify, 
65,  operates  out  of  his  Pacific  Heights 
home.  "He  works  on  long-range  plan- 
ning," a  company  spokesman  says. 
The  few  San  Franciscans  who  have 
heard  of  him  think  of  him  as  an  odd- 
ball. Some  recall  a  1977  lawsuit 
brought  by  a  disaffected  sibling,  his 
sister  Georgette  Rosekrans,  which 
charged  that  Marshall  wasn't  paying 
sufficient  attention  to  business.  She 
said  he  told  her  that  he  had  received 
messages  from  God  over  his  FM  radio. 
Her  suit  described  him  as  wearing 
monk's  robes  and  a  big  cross  instead 
of  normal  business  attire.  Marshall's 
attorney  denied  the  charges  and  added 
that  while  Marshall's  work  habits 
were  unorthodox,  his  ideas  "earn  or 
save  the  company  millions  of  dol- 
lars." The  suit,  settled  out  of  court 
without  compensation  to  the  unhap- 
py sister,  inspired  an  inquiry  by  the 
SEC.  That  led  Marshall  to  reimburse 
the  company  $115,000  in  expenses 
and  to  resign  as  chairman  in  1978. 
The  investigation  fizzled,  and  Mar- 
shall quietly  resumed  his  post  four 
years  later. 

UACI  President  Robert  Naify,  63,  is 
a  mild-mannered,  soft-spoken  man  of 
a  much  more  conservative  bent.  He 
runs  the  West  Coast  theater  opera- 


tions day-to-day  and  keeps  an  eye  on 
the  rest  of  the  company. 

Just  what  the  Naify  brothers,  whose 
stock  is  worth  at  least  $400  million, 
have  in  mind  for  the  future  is  one 
subject  press-shy  Robert  refused  to 
discuss  with  Forbes.  There  has  been 
no  shortage  of  speculation,  however. 
Several  times  the  company  has  an- 
nounced it  was  considering  either  go- 
ing private  or  finding  other  ways  to 
enhance  stockholders'  values.  Ana- 
lyst Paul  Kagan  of  Kagan  Associates 
believes  the  stock's  price  has  now  be- 
come too  high  for  the  Naifys  to  engi- 
neer a  leveraged  buyout,  but  Kagan 
doesn't  rule  out  a  partial  spinoff  of  the 
cable  or  theater  divisions. 

The  new  recapitalization,  if  it 
stands,  could  provide  UACI  with 
stock  for  acquisitions  without  seri- 
ously diluting  the  Naifys'  control. 
UACI  has  put  out  feelers  to  acquire 
other  theater  chains,  including  Mann 
Theaters  of  Los  Angeles.  It  is  also 
open  to  adding  more  cable-TV  proper- 
ties to  its  collection. 

But  with  many  of  the  big  Holly- 
wood studios  returning  to  movie  ex- 
hibition, UACI  is  itself  an  obvious 
candidate  for  a  takeover  at  a  premium 
price.  "The  beauty  of  the  situation," 
says  San  Francisco-based  money  man- 
ager Alan  B.  Snyder,  "is  that  either  of 
the  two  major  pieces  [theaters  or  cable 
TV]  is  so  severable,  salable  and  fi- 
nanceablc  that  the  Naifys  can  play  the 
game  any  way  they  want  to." 

It's  probably  only  a  question  of 
when.  The  clock  is  ticking.  ■ 
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Our  Chance  to  Shape  the  Future  ♦  ♦ . 
A  National  Council  on  Access  to  Health  Care 


by  Catherine  Soete 


a  mericans  are  reading  so  much 
J^L  about  spiraling  health  costs,  im- 
pending  Medicare  insoh  en<  \ 
^^^^^  and  six-figure  tabs  f<  ir  cata- 
•«L.     JhBL  strophic  illnesses  that 
"health  care  crisis"  news  seems  to  be  the 
perpetual  backdrop  to  our  national  life. 

To  individuals  who  enjoy  comprehen- 
sive, first-dollar  medical  coverage  as  a  job 
benefit,  the  problems  may  still  seem  re- 
mote. But  they  are  much  closer  to  home  for 
employers  who  are  paying  the  insurance 
premiums;  for  third-party  payers  like  federal 
and  state  governments,  who  are  paying 
many  of  the  hospital  and  doctor  bills;  for 
hospital  administrators  who  are  making 
decisions  about  how  to  reduce  costs;  and  for 
millions  of  Americans  who  do  not  have  a 
way  to  pay. 

In  1977,  18  million  Americans  under 
65  had  no  health  insurance  at  all,  and  16 
million  more  were  not  adequately  pro- 
tected against  the  cost  of  catastrophic  ill- 
ness. Both  figures  are  continuing  to  rise. 

Americans  over  65  now  number  28.4 
million  (32.4  million  by  1990  and  40  mil- 
lion by  2000).  People  in  this  age  group 
typically  require  three  times  more  health 
care  than  anyone  except  newborn  in- 
fants. This  group  also  depends  largely  on  the 
government  for  health  care  reimburse- 
ment. In  1986,  Medicare  and  Medicaid 
alone  will  spend  a  combined  $113  billion 
on  health  care. 

Concerned  with  these  huge  expendi- 
tures, Congress  has  tried  to  stem  some  of 
Medicare's  costs  by  replacing  the  retro- 
spective method  of  hospital  reimbursement 
with  prospective  fixed  payments  for  47 
different  diagnostic-related  groups  (DRGs). 
In  the  private  sector,  corporations  have 
also  grown  impatient  with  annual  20-25 
percent  increases  in  employee  medical 
insurance  premiums. 

As  a  result,  many  U.S.  companies  have 
altered  their  benefits  plans  so  that  employ- 
ees pay  more  of  the  premium,  but  have 
bonus  incentives  for  staying  healthy  or  us- 
ing lower-cost  health  services.  Some 
companies  are  directing  employees  to  Pre- 
ferred Provider  Organizations  (PPOs) 
that  offer  corporate  discounts. 

Also,  insurance  companies  are  put- 
ting more  pressure  on  health  care  institu- 
tions to  eliminate  unnecessary  services. 
Some  are  opting  to  pay  for  second  or  third 
opinions  before  covering  certain  medical 
treatments. 

But  probably  the  most  important  at- 
tempts to  contain  costs  are  coming  from 


John  E.  Curley,  )r. 
President,  Catholic  Health  Association 

health  care  institutions  themselves, 
which  are  trimming  staffs,  eliminating  du- 
plicate testing  and  services,  engaging 
in  cost-effective  joint  ventures  and  seek- 
ing alternative  uses  for  excessive  acute- 
care  beds. 

All  these  efforts  are  beginning  to  have 
their  effect.  The  nation's  health  care  expen- 
diture increase  in  1984  was  9. 1  percent, 
the  smallest  since  1965,  and  significantly 
smaller  than  the  12.7  percent  average 
annual  rate  of  growth  between  1970  and 
1983.  Hospital  expenses  grew  only  6. 1 
percent  in  1984,  compared  with  10.4  per- 
cent in  1983.  There  was  an  8.6  percent 
drop  in  inpatient  days  and  a  record  low 
average  length  of  stay  of  6.7  days. 

Jack  Curley  is  president  of  the  Catholic 
Health  Association  of  the  United  States 
(CHA),  an  organization  of  1,200  health 
care  systems,  acute  and  long-term  facilities 
and  sponsoring  congregations.  He  fears 
the  results  if  free-market  competition 
and  cost-containment  measures  are 
viewed  as  the  panacea  for  all  our  health 
care  problems. 

"If  hospitals  and  physicians  simply 
compete  with  one  another  to  offer  their 
services  more  cost-effectively,"  Curley 
argues,  "their  automatic  bias  will  be  for 
patients  who  can  pay  their  own  way.  Mil- 
lions of  people,  expecially  the  poor,  elderly 
and  unemployed,  will  be  left  out  of  the 
'solution.'  Indeed,  as  statistics  indicate, 
many  are  already  left  out. 

"For  the  last  20  years,  Americans  have 
been  demanding  and  receiving  the  very  best 
quality  health  care  modern  medicine  can 
provide.  We  have  embraced  a  structure  for 
our  medical  economy — insurance — that 
has  largely  enabled  us  simply  to  avoid  the 
painful  problem  of  pricing  life  and  health, 
of  deciding  who  gets  health  care  and  who 
does  not.  By  hiding  the  real  costs  in  insur- 
ance coverage,"  Curley  says,  "Americans 


have  gotten  used  to  thinking  cost  was  no 
object.  The  result  is  that  prices  have  soan 
out  of  control." 

Now,  with  a  $2-trillion  budget,  and 
the  President  and  Congress  determined  t< 
cut  spending  and  revamp  the  tax  laws, 
difficult  questions  concerning  how  to  allc 
cate  scarce  resources  are  unavoidable. 

"The  Catholic  Health  Association's 
worry,"  Curley  says,  "is  that,  too  often  in 
America,  debates  about  limited  resources^ 
lead  to  outcomes  based  on  politics  or  eco-^ 
nomics,  rather  than  an  objective  mea- 
surement of  human  need  and  a  setting  of  II 
priorities  from  that  standpoint." 

CHA's  concern  that  this  would  hap- 
pen to  health  care  prompted  it,  in  Februail 
1985,  to  propose  the  formation  of  a  bipari 
tisan  National  Council  on  Access  to  HeaM 
Care,  to  look  at  the  issue  on  a  broader,  I 
longer-term  basis.  The  idea  for  a  national 
forum  on  health  care  sparked  action  in 
Congress.  In  September  1985,  Senators 
David  Durenberger,  R-Minn.,  and  Paul 
Simon,  D-Ill.,  and  Representatives  W. 
Henson  Moore,  R-La. ,  and  Richard  Gep^ 
hardt,  D-Mo. ,  introduced  legislation  tod 
tablish  a  15-member  council:  five  mem- 
bers to  be  appointed  by  the  President,  fivi 
by  the  Senate  and  five  by  the  House  of 
Representatives. 

Those  selected  for  the  council  would 
likely  include  health  care  administrators, 
physicians,  other  health  care  profession- 
als and  individuals  concerned  with  health! 
care  as  it  applies  to  law,  business,  insur- 
ance, labor,  government,  medical  ethics, 
the  social  sciences,  and  the  elderly  and 
other  health  care  consumers. 

With  assistance  from  existing  health 
agencies,  this  group  would  do  research  am 
conduct  local  conferences  and  regional 
public  hearings  to  examine  the  problems 
health  care  as  they  relate  to  cost,  access! 
bility,  quality  and  the  role  of  federal,  statt 
and  local  governments  in  financing  and 
planning  health  services.  The  bipartisan 
council  would  regularly  report  its  findings 
and  recommendations  to  Congress  and 
President  as  well  as  publish  reports  for 
the  public. 

"The  reason  we  are  such  ardent  advo 
cates  for  the  council,"  Curley  adds,  "is  nc 
because  we  think  we  have  the  answers, 
but  because  we  think  the  right  questions  ar 
not  being  asked." 

One  of  the  biggest  questions,  Curley 
thinks,  has  to  do  with  every  American's 
access  to  health  care.  "With  the  intro- 
duction of  Medicare  and  Medicaid  in  the 


Our  patient  files,  financial 
information,  and  lab  reports 
are  all  on  separate  computer 
systems.  How  can  we  bring 
them  all  together? 


Call  1800  247-1212,  Ext.  472. 
Ask  about  AT&T's 
Hospital  Information  and 
Control  System. 


The  community  counts  on  our 
health  care  services  around 
the  clock.  Who  can  we  count 
on  to  keep  our  systems  up  and 
running? 


Call  1800  247-1212,  Ext.  472. 
And  learn  about  AT&T's 
around-the-clock  service. 


We  need  to  reduce  the  time 
that  our  physicians  spend  on 
their  paper  work  so  they  can 
spend  more  time  on  their 
patients.  Who  can  help? 


Call  1 800  247-1212,  Ext.  472. 
We'll  tell  you  about  the  AT&T 
'Doctor's  Solution. 


We  need  a  cost-effective  way 
to  give  our  physicians  and 
radiologists  rapid  access  to 
images  for  diagnosis— from 
any  location.  What's  the 


►  answer  r 


Call  1800  247-1212,  Ext.  472. 
We'll  brief  you  on  AT&T's 
COMMVIEW™  System. 


The  account  executives  at  AT&T  not  only  know  their 
information  systems,  but  are  trained  in  the  health  care 
industry.  They'll  work  with  you  to  design  a  system 


that's  tailored  to  your  special  needs.  So  that  your  staff 
can  better  manai 
for  your  patients 


can  better  manage  their  time... and  provide  better  care 

AT&T 

The  right  choice. 


i  ATVT  Information  Systems 


mid-1960s,"  he  says,  "the  government 
was  reinforcing  the  idea  that  everyone  has  a 
right  to  health  care.  But  it's  one  thing  to 
believe  in  that  right  and  another  thing  to 
put  it  into  practice.  Are  we  as  a  nation 
willing  to  commit  the  necessary  resources  to 
guarantee  everyone  that  right  of  access? 

"What  we're  trying  to  do  through  this 
proposal,"  Curley  says,  "is  offer  a  setting 
that  makes  it  easy  for  health  care  experts 
to  sit  down  apart  from  the  daily  battle  and 
decide  precisely  what  it  is  we  wish  for  our 
people  in  terms  of  health  care,  what  we  are 
capable  of  providing,  and  how  we  assign 
priorities  to  make  certain  what  we  want  is 
achieved." 

The  council  concept  was  not  designed 
for  a  "vested- interest  advocacy,"  Curley 
emphasizes,  but  rather  for  the  gathering 
and  the  objective  analysis  of  facts.  "The 
council  should  develop  its  own  personal- 
ity and  momentum  and  arrive  at  whatever 
recommendations  it  feels  are  in  the  best 
interests  of  the  country." 

In  looking  for  sponsors  to  introduce  the 
council  proposal  in  Congress,  CHA  sought 
legislators  with  a  track  record  of  interest 
in  health  care  issues,  rather  than  those  with 
similar  political  or  social  philosophies. 
Indeed,  the  four  Congressional  sponsors 
themselves  think  their  philosophical 
"spread"  indicates  the  serious  need  for  a 
longer-range,  bipartisan  examination  of 
health  care. 

In  separate  interviews,  the  four  men 
talked  about  the  present  health  care  situa- 


tion and  why  they  think  it  is  time  for  a 
longer-range  look  at  the  topic  "apart  from 
the  daily  battle.  "■ 


".  .  .  we  have  to  fo- 
cus on  the  problems  of 
the  needy." 


Sen.  David  Durenberger 

Q.Senator,  why  do  you  think  we  need  a 
council  on  health  care? 
A.  First,  because  health  care  needs  visi- 
bility. The  many  issues  involved  are  very 
important  to  Americans,  and  they  really 
have  to  be  part  of  whatever  changes  are 
recommended. 

Second,  as  marketplace  financing 
eliminates  the  cross  subsidies  in  the  system, 
we  have  to  focus  on  the  problems  of  the 
needy.  We  will  have  problems  with  people 
in  remote  and  underserved  areas,  with 
people  lacking  economic  means.  I'm  princi- 
pally interested  in  this  access  issue. 
Q.  Why  does  access  seem  to  be  more  of  a 
problem  now? 

A.  Because,  until  the  late  1970s,  we  had  a 
variety  of  subsidies  in  the  system,  beginning 
with  hospitals.  We  made  the  hospital  it- 
self into  a  national  health  insurance  policy 


by  guaranteeing  that  anybody  who 
walked  in  the  front  door  got  whatever  ser- 
vice was  needed.  If  he  or  she  couldn't  pay 
for  it,  it  was  just  added  to  the  bill  of  some- 
body who  could.  We  did  the  same  thing 
with  medical  education,  research,  high 
technology  and  a  variety  of  other  health- 
related  matters.  We  just  hid  the  costs  in 
hospitals. 

Now  we  have  the  cyclic  effect  of  a 
system  that  wasn't  sensitive  to  the  price  of 
the  service  being  sold.  That  system  drove 
up  the  price  of  the  service  to  the  point  where 
third-party  payers  said,  "We  can't  afford 
it  any  more." 

Q.  Do  you  foresee  the  council  developing 
a  national  health  policy? 
A.  I  don't  know.  But  I  do  know  any  such 
policy  would  have  to  answer  a  number  of 
vital  questions,  such  as:  What  should  be 
the  federal  government's  role  ?  What  are  our 
priorities?  Are  we  going  to  be  in  the  guar- 
anteed benefits  business,  or  are  we  going  to 
leave  that  up  to  individuals?  Are  we  going 
to  be  in  the  safety-net  business,  or  are  we 
going  to  leave  that  up  to  state  and  local 
governments? 

Q.  What  if  America  doesn't  take  a  long- 
range  look  at  health  care? 
A.  We'll  delay  unnecessarily  a  movement 
to  a  nonrationed,  guaranteed  access  system. 
We'll  also  run  the  risk  of,  for  some  period 
of  time,  maintaining  a  two-tiered  system,  in 
which  the  poor  all  go  to  one  kind  of 
hospital  and  those  who  can  afford  to  pay  go 
to  a  better  one.  a 
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A  Different 
Point  of  View 


"Hospital  administration"  used  to  sum  up  what  many  of  us  identify  today 
as  health  care.  Now,  scores  of  proactive  efforts  addressing  wellness,  not 
sickness,  describe  our  mission.  Most  such  programs  are  new — unimagin- 
ed  a  decade  ago — yet  these  new  models  are  the  keys  to  continuation 
of  a  viable  health  care  ministry. 

Holy  Cross  Health  System  continues  to  enhance  its  leadership  role 
among  multiunit  systems  by  integrating  such  innovative  programs 
throughout  its  System,  anticipating  the  needs  of  a  changing 
population  and  providing  creative  alternatives  to  achieve  desired 
effects. 

We  would  welcome  the  opportunity  to  share  our  different  point 
of  view  with  you.  We  invite  you  to  explore  ways  that  Holy 
Cross  Health  System's  mission  and  values  in  health  care  can 
meld  with  your  own.  Please  write  our  Senior  Vice  President 
for  Corporate  Development  for  details. 
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Holy  Cross  Health  S/stem 

3606  East  Jefferson  Boulevard.  South  Bend,  Indiana  46615 
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HEALTH  CARE  IN  AMERICA 


POVERTY 
OR 

HUMANITY? 


'34V2  MILLION  AMERICANS  STILL 
BELOW  THE  POVERTY  LEVEL! ' ' 

Being  poor  is  no  sin.  But,  as  Tevye  says  in  Fiddler 
m  the  Roof,  it's  no  great  honor  either.  Particularly 
vhen  you  get  sick  and  don't  know  where  the  money 
s  going  to  come  from  to  pay  the  hospital 
md  doctor  bills. 

In  the  present  public  debate  about 
nedical  costs,  with  its  talk  of  "cost 
ihifting"  and  "two-tiered  health  care," 
he  poor  and  underprivileged  seem 
ilmost  to  have  been  forgotten. 


iACH  OF  US  WILL  HAVE  TO  CHOOSE 


We  in  Catholic  health  care  have  been  serving  the 
lealth  needs  of  the  poor  for  nearly  2,000  years.  Many 
>f  our  health  care  facilities  and  sponsoring  religious 
>rders  were  founded  for  that  purpose. 


We  believe  that  society  has  an  obligation  to  make 
necessary  health  care  available  to  all  persons— 
whether  rich  or  poor.  In  our  efforts  to  find  solutions 
to  the  current  cost  crisis  in  health  care  we  must  not 
ignore  the  special  needs  of  the  disadvantaged. 


iEALTH  CARE  IN  AMERICA.  WHICH  IS  IT  TO  BE:  POVERTY  OR  HUMANITY? 


The  more  than  1 ,200  hospitals,  nursing  homes, 
ystems,  and  sponsoring  religious  orders  that  make 
ip  The  Catholic  Health  Association  of  the  United 
States  have  made  their  choice. 


The  Catholic  Health 


4455  Woodson  Rd.,  St.  Louis,  MO  63134,  (314)  427-2500 


.  we  are  not 
covering  some  things 
we  ought  to  be  cover- 
ing-" 


Sen.  Paul  Simon 


Q.  Why  is  it  important  to  you  that  we 
look  at  health  care  on  a  nationwide  basis? 
A.  We  have  to  because  of  the  Medicare 
situation.  In  1984,  even  with  a  substantial 
decline  from  previous  years,  the  increase 
in  hospital  costs  was  about  double  the  rate  of 
inflation. 

We  are  dipping  into  our  reserves,  and 
sometime  in  the  next  four  to  six  years, 
Medicare  is  going  to  face  serious  financial 
problems.  Also,  we  are  not  covering  some 
things  we  ought  to  be  covering.  For  exam- 
ple, someone  on  Social  Security  going  into 
the  hospital  has  to  pay  a  $492  deductible. 
A  lot  of  people  on  Social  Security  don't 
have  $492. 

We  also  do  not  cover  dentures,  hearing 
aids,  eyeglasses — all  three  are  very  impor- 
tant to  senior  citizens.  We  do  not  cover 
any  out-of-hospital  drugs.  I  had  a  woman 
tell  me  she  gets  $306  a  month  for  Social 
Security  and  her  drug  bill  alone  is  over  $200 
a  month. 

Q.  Given  the  budget  deficit,  can  we  ex- 
pect money  for  these  things? 
A.  I'm  not  suggesting  the  government  can 
pick  up  the  tab  on  everything. 

I  am  simply  saying  these  are  things  that 
have  to  be  examined.  We  also  have  to  see 
that  we're  not  discouraging  hospitals; 
some  face  serious  problems.  I  think  a  coun- 
cil has  to  look  at  the  whole  picture. 
Q.  Do  you  have  any  ideas  about  the 
sources  of  more  funding? 
A.  I  think  in  the  long  run  we  have  to  let 
general  revenue  funds  assume  a  greater 
share  of  the  burden.  You  can't  raise  Social 
Security  costs.  I  don't  think  that's  wise, 
particularly  for  the  employers. 

But  we  can't  simply  increase  the  deficit 
anymore.  Whatever  programs  we  come  up 
with,  we  have  to  come  up  with  the  means 
of  financing  them. 

Q.  Beyond  the  elderly,  whom  are  you 
concerned  about  with  regard  to  health  care  ? 
A.  One  out  of  seven  people  falls  below  the 
poverty  line.  Some  states  provide  realistic 
and  generous  Medicaid  provisions  to  take 
care  of  these  folks;  other  states  do  not. 

Also,  a  Johns  Hopkins  study  showed 
that  when  people  are  unemployed,  their 
illnesses  and  injuries  tend  to  increase,  but 
they  go  to  the  doctor  less  frequently  because 
they  can't  afford  it.  ■ 


V 


".  .  .  we've  got  to,  as 
a  country,  address  the 
access  problem." 


Rep.  Richard  Gephardt 

Q.  What  prompted  you  to  sponsor  legisla- 
tion for  the  National  Council  on  Access  to 
Health  Care? 

A.  In  a  variety  of  different  ways,  we've 
really  pushed  the  forces  of  competition  in 
health  care.  We've  taken  out  the  tradi- 
tional financing  mechanism,  which  was 
reasonable  cost  reimbursement. 

That  method  contained  a  subsidy  for 
taking  care  of  the  indigent  and  paying  some 
of  the  bills  that  no  one  wanted  to  pay. 
With  competition,  that  subsidy  is  eliminat- 
ed, which  means  we've  got  a  large  number 
of  Americans  who  are  now  without  access  to 
the  health  care  system.  If  we  believe  that 
the  new  method  of  reimbursement  is  impor- 
tant and  valuable,  then  we've  got  to,  as  a 
country,  address  the  access  problem. 
Q.  What  groups  fall  through  the  cracks  of 
a  competitive  health  system? 
A.  People  who  don't  qualify  for  Medicaid, 
but  who  also  lack  private  insurance  because 
either  they  can't  afford  it  or  their  employ- 
ers don't  provide  it. 

In  a  year  of  tight  budgets  and  scarce 
resources,  it's  always  going  to  be  very  diffi- 
cult to  come  up  with  the  money  whether 
you  do  it  in  the  tax  code  or  do  it  directly.  But 
I  don't,  for  the  life  of  me,  understand  why 
these  other  Americans  have  less  of  a  claim 
on  the  government  for  health  care  than 
anybody  else. 

Q.  Part  of  the  council's  time  would  be 
spent  in  public  hearings  around  the  coun- 
try. For  what  purpose? 
A.  You  always  need  information,  and  the 
information  is  different  in  different  parts  of 
the  country;  the  experience  is  going  to  be 
different.  There  are  many  health  care  sys- 
tems, and  we  need  to  be  out  there  hearing 
and  seeing  what's  happening  in  different 
places  so  we  don't  come  away  with  some 
wrongheaded  generalization  nationwide. 
Q.  As  you  see  it,  what  is  the  alternative  to 
conducting  a  national  examination  of 
health  care  issues? 

A.  It  will  probably  be  dealt  with  state  by 
state,  locality  by  locality.  It  won't  be  done 
very  well,  and  eventually  it  will  be  a  nag- 
ging and  perhaps  even  overwhelming  prob- 
lem. Then,  people  will  say,  "Well,  com- 
petition doesn't  work  because  we've  got  this 
horrible  problem  and  nobody  can  solve  it, 
so  we've  got  to  do  something  completely 
different."  Then  you're  off  to  the  govern- 
ment-run alternative.  ■ 


".  .  .  we're  all  trym 
to  make  this  dung  u 
(or  the  .  .  .  total  ba. 
efit  of  the  health  par« 
recipient. " 


Rep.  W.  Henson  Moore 


Q.  Why  do  you  want  a  national  look  at 
health  care? 

A.  First,  I  coauthored  the  DRG  system 
that  passed  in  1983.  The  fear  in  all  our 
discussions  was  that  we  would  create  a 
two-tiered  health  care  system,  one  for  thi 
who  could  afford  it  and  one  for  those  wh 
couldn't,  with  lower-quality  care.  I  wascfl 
vinced  it  didn't  have  to  be  that  way.  I 
think  we  can  find  a  system  that  works  on 
free-market  basis  that  will  give  everybod, 
quality  health  care. 

The  second  reason  is  that,  as  we  movi 
into  the  DRG  system  and  other  things  tn 
are  forcing  attention  on  cost,  I  was  con- 
cerned about  whether  we  would  begin  tfl 
take  shortcuts,  putting  people  out  of  ha 
pitals  early  to  meet  the  DRG  deadline. 

I  want  the  council  to  go  out  and  canvi 
the  country  to  see  what's  happening.  Wll 
have  seen  very  dramatic  changes  in  the 
health  care  industry,  and  it's  about  timei 
do  an  analysis. 

Q.  Are  you  concerned  that  some  peopld 
might  be  left  out? 

A.  Sure.  The  council  will  have  to  give  i 
lot  of  information  about  that.  Is  the  acc 
problem  getting  better  or  worse  ?  We 
know  what  percentage  of  people  don't  h; 
health  insurance.  But  the  question  neeo 
to  go  further  than  that.  They  don't  hav» 
health  insurance,  but  do  they  get  health 
care?  And  if  so,  how  are  they  getting  it,  a  I 
at  what  cost?  How  are  they  paying  for  it 
and  are  they  getting  all  the  care  they 
need?  Is  the  health  care  at  a  charity  hos 
tal  inferior  to  that  at  a  local  Methodist 
hospital?  We  don't  know  the  answers  | 
right  now. 

Q.  What  if  there  is  no  national  study  od| 
health  care? 

A.  I  think  the  trends  we're  working  on 
will  continue.  This  study  could  perhaps  [ 
vent  us  from  making  a  mistake;  or,  if  we 
make  one,  prevent  it  from  becoming  sei 
ous.  Normally,  Congress  addresses  brusl 
fires — we  react.  The  council  is  an  effort 
to  go  out  and  monitor  the  action  we've 
taken  and  fine-tune  it,  continue  it,  or 
change  it,  without  having  to  react  or 
cause  problems. 

This  is  an  opportunity  to  operate  a 
little  differently  from  the  way  Congress 
operated  in  the  past.  We're  all  trying  tc 
make  this  thing  work  for  the  benefit,  th 
total  benefit,  of  the  health  care  recipiei 
That's  the  whole  purpose.  ■ 


teas 

fells  i 


Catherine  Soete  is  a  St.  Louis-based  free  lance  wril 


MCDONNELL  DOUGLAS 

WER  500  TURNKEY 

N-HOUSE  HEALTHCARE  SYSTEMS 

NSTALLED  WORLDWIDE. 


„rs  .  PHARMACY  •  DIAGNOSTIC  ■ 


ND  SOME  PEOPLE  STILL  THINK  WE  ONLY 
FFER  SHARED  FINANCIAL  SERVICES. 

)onnell  Douglas  health  information  systems  are  much  more  than 
©d. They're  a  total  range  of  solutions— shared,  in-house  and  turnkey. 

fie  products  that  span  a  hospital's  total  needs -financial, 
imunications,  patient  care,  laboratory  and  radiology,  pharmacy, 
gnostic  and  physicians' 

they're  products  that  are  respected  around  the  world. 

e  a  source  for  solutions.  McDonnell  Douglas  Health  Information 
3ms  Company.  For  more  information 
1-800-622-8865.  MCDONNELL 

ON  THE  INFORMATION  FRONTIER 


A  TRADITION  OF. 


CARING 


From  the  streets  of  ancient  Rome  to  the 
battlefields  of  the  Civil  War  to  the  slums 
of  inner  cities  to  rural  towns  and  villages, 
the  Catholic  health  care  ministry  has  been 
there  to  care  for  young  and  old,  rich  and 
poor,  enemy  and  friend,  black  and  white, 
believer  and  non-believer— in  other  words, 
to  care  for  YOU,  whoever  you  may  be  and 
wherever  you  may  live. 

Today  we  represent  nearly  17  percent 
of  the  nation's  non-federal  hospital  beds, 
employ  more  than  600,000  dedicated  men 
and  women,  and  monitor  an  accumulative 
budget  that  tops  $20  billion. 

But  it  is  still  you,  the  patients— more  than 
39  million  of  you  per  year— who  are  the 
principal  object  of  our  mission. 

We  try  to  care  for  you  as  a  person,  not  just 
an  injury  or  illness.  We  care  for  you  spirit- 
ually as  well  as  physically,  psychologically 
as  well  as  socially.  Because  you  are  Life, 
and  we  believe  Life  to  be  a  gift  from  God, 
to  be  cherigfied  and  respectedr  " 

623  hospitals,  292  nursing  homes,  52 
multi-institjationaL  systems,  14  dioceses, 
and  278  sponsoring  religious  orders.  We're 
the  Catholic  health  care  ministry  and . . . 

WE'RE  MAKING  A  DIFFERENCE! 


The  Catholic  Health  Association 


OF  THE  UNITED  STATES 


55  Woodson  Rd.,  St.  Louis.  MO  63134,  (314)  427-2500 


The  Up  &  Comers 


Stars 


imetimes  it  pays  to  put  the  cart  before  the 
irse.  That  strategy  certainly  has  paid  off 
>r  Bruce  Katz  Rockport  Co. 

Walk, 
do  not  run 


By  Stanley  W.  Angrist 


II 


OST  ENTREPRENEURS  look  for 

a  niche  and  then  fill  it.  In  this 
sense  Bruce  Katz,  39,  presi- 
lt  of  the  Rockport  Co.,  is  a  back- 
rd  entrepreneur.  Katz  first  spent 
ivily  to  create  his  niche,  then  sup- 
;d  it  with  a  vengeance.  From  $7.1 
llion  in  1980,  Rockport's  revenues 
estimated  to  hit  $105  million  this 


year.  Katz,  who  owns  the  company, 
says  that  gross  margins  are  well  above 
the  industry  norm. 

The  niche  Katz  helped  create  is 
walking  shoes.  In  the  1970s  he 
watched  athletic  shoe  producers  like 
Nike  and  Puma  sprint  to  phenomenal 
success,  breezing  along  with  the  phys- 
ical fitness  trend — and  stumble  into 
margin-slashing  overcapacity  as  the 
jogging    and    tennis    fads  peaked 


(Forbes,  Oct.  22,  1984).  Katz,  too, 
wanted  in  on  the  lightweight  fitness 
shoe  bonanza.  But  he  also  grasped  that 
not  everyone  can,  or  should,  jog,  play 
tennis  or  do  aerobics:  These  sports 
exert  tremendous  wear  on  the  joints. 

What,  Katz  asked,  can  most  con- 
senting adults  do  outdoors  and  feel 
good  about?  His  answer:  walk.  If  they 
walk,  they'll  need  walking  shoes. 

A  good  question  and  a  shrewd  an- 
swer. From  a  marketing  standpoint, 
however,  walking  is  not  all  that  differ- 
ent from  sitting  or  standing.  It's  hard- 
er to  justify  spending  big  money  on 
the  equipment. 

To  convert  Americans  into  serious 
walkers,  Katz  looked  for  evidence 
that  walking  is  good  exercise.  He  dis- 
covered a  book,  The  Complete  Book  of 
Exercise  Walking,  first  published  in 
1983.  Katz  redesigned  the  book — lots 
of  photographs  and  a  jazzy  cover — 
and,  in  1984,  spent  heavily  to  adver- 
tise his  shoes  and  the  book,  which  he 
distributed  to  shoe  stores. 

The  book,  priced  at  $8.95,  has  since 
sold  30,000  copies.  But  it  was  just  a 
first  step.  While  promoting  the  book, 
Katz  also  sponsored  an  11,208-mile 
walk  around  the  country  by  Robert 
Sweetgall,  a  37-year-old  chemical  en- 
gineer turned  cardiovascular-health 
missionary.  During  the  walk,  which 
ended  last  September,  Sweetgall  wore 
Rockport  ProWalkers  and  gave  talks 
on  walking's  health  benefits  to  local 


Seth  Resnick/Picni 


ice  Katz  tin  the  lead)  and  Rockport  employees  doing  what  they  hope  everyone  will  do 
•st  create  a  niche,  then  fill  it. 
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SHERATON 


IF  YOU  WANT  MORE  FROM 
YOUR  HOTEL,  JOIN  THE  CLUB. 


INTRODUCING  SHERATON  CLUB  INTERNATIONAL5." 

The  first  worldwide  frequent  guest  program 
built  around  your  needs  and  dreams. 

MORE  RECOGNITION.  Club  members  get  up- 
graded accommodations  whenever  available 
at  check-in.  You  choose  your  own  check-out 
time  up  to  4  RM.  And  enjoy  other  benefits. 

MORE  REWARDS.  You  earn  award  points  for  free 
Sheraton  vacations,  worldwide  travel,  or 
fabulous  merchandise  from  our  Club 
Boutique  Collection* 

ENROLL  NOW.  It  costs  $25  to  enroll  in  the  Club. 
Join  now  and  you'll  receive  a  bonus  package 
with  special  offers  worth  more  than 
ten  times  the  fee. 
For  full  details  and  immediate  enrollment  in 
Sheraton  Club  International  call: 

800-228-5002. 

Major  credit  cards  honored. 


•Merchandise  available  m  U  S.  and  Canada  only. 
Sheraton  Club  International  is  a  registered  service  mark  of 
The  Sheraton  Corporation . 
©  1986  The  Sheraton  Corporation 


Sheraton 

The  hospitality  people  of 

ITT 


IN  THE 

CONTINENTAL  U.S.: 
ALASKA: 

Anchorage,  Sheraton 
Anchorage  Hotel 

ARIZONA: 

Tucson,  Sheraton 
Tucson  El 
Conquistador  Golf 
and  Tennis  Resort 

CALIFORNIA: 

SOUTHERN  CALIFORNIA 
Los  Angeles, 

Miramar  Sheraton  Hotel 

Sheraton  Grande 

Hotel 

Sheraton  Plaza /Ts 
La  Reina 

Sheraton  Premiere 
Hotel 

Sheraton  at 
Redondo  Beach 
(Opening  Winter  1987) 
Sheraton  Universal 
Hotel 

Palm  Springs, 
Sheraton  Plaza 
Palm  Springs  Resort 
and  Racquet  Club 

San  Diego/Harbor  Island. 
Sheraton  Grand 
on  Harbor  Island  (T\ 
Sheraton  Harbor  w 
Island  Hotel 

NORTHERN  CALIFORNIA 
Monterey.  Sheraton 

Monterey 
San  Francisco, 

Sheraton  at 

Fisherman's  Wharf 

Sheraton  Palace  Hotel 

COLORADO: 
Denver,  Sheraton  ^tn 

Denver  Airport  w 
Steamboat  Springs, 

Sheraton  Village 

Inn  &  Conference 

Center 

CONNECTICUT: 
Hartford,  Sheraton 

Hartford  Hotel 
Stamford,  Sheraton 

Stamford  Hotel  & 

Towers 

DISTRICT  OF 
COLUMBIA: 
Sheraton  Carlton  Hotel 
The  Sheraton 
Grand  on  Capitol  Hill 
Sheraton 
Washington  Hotel 

FLORIDA: 

Miami  Beach/Bal  Harbour, 

Sheraton  Bal  Harbour 
Orlando/Disney  World. 

Sheraton  World 
Palm  Coast. 

Sheraton  Palm 

Coast  Resort 

GEORGIA: 
Savannah,  Sheraton 
Savannah  Resort 

ILLINOIS: 

Chicago.  Sheraton  Plaza 

LOUISIANA: 
New  Orleans. 

Sheraton  New  Orleans 

Hotel  &  Towers 

MARYLAND: 
Baltimore  Sheraton 
Inner  Harbor  Hotel 

MASSACHUSETTS: 
Boston  Sheraton 

Boston  Hotel  &  Towers 

MISSOURI: 

St.  Louis,  Sheraton 

St.  Louis  Hotel 

Sheraton  West  Port  Inn 


NEW  JERSEY: 
East  Rutherford. 
Sheraton 
MeadowlandsH 
(Opening  Sept. 

NEW  YORK: 

New  York.  St.  Regi 
Sheraton  Hotel  | 
The  Sheraton 
Centre  Hotel  & 
Towers 
Sheraton  City 
Squire 

Sheraton  Russe 
Hotel 

NORTH  CAROLINA 

Greensboro, 
Sheraton 
Greensboro  Hoi 

OKLAHOMA: 
Tulsa,  Sheraton 
Kensington  Hott 

PENNSYLVANIA: 

Philadelphia, 
Sheraton 
Society  Hill 
(Opening  July  1$ 

TENNESSEE: 
Nashville,  Sheraton 
Music  City  Hotell 

TEXAS: 

Dallas.  Sheraton 
Dallas  Hotel  & 
Towers 
Sheraton  Park 
Central  Hotel  & 
Towers 

UTAH: 

Salt  Lake  City. 
Sheraton  Triad 
Hotel  &  Towers 

VIRGINIA: 
Richmond,  The 
Jefferson  Sherati 
Hotel  (Now  Open 

WASHINGTON: 
Seattle.  Seattle 

Sheraton  Hotel*) 

Towers 

IN  HAWAII: 

Hawaii,  Sheraton 

Royal  Waikoloa 

Hotel 
Kauai,  Sheraton 

Coconut  Beach 

Hotel 

Sheraton  Kauai 

Hotel 

Sheraton 

Princeville  Hotel 
Maui,  Sheraton  Mau 

Hotel 
Molokai.  Sheraton 

Molokai  Resort 
Oahu.  Royal  Hawaiia 

Hotel 

Sheraton 

Makaha  Resort 

and  Country  Club 

Sheraton 

Moana  Hotel 

Sheraton  Princess 

Kaiulani  Hotel 

Sheraton 

Waikiki  Hotel 

Surfrider  Hotel 

IN  CANADA: 
NOVA  SCOTIA: 
Halifax.  Halifax 
Sheraton 

ONTARIO. 

Toronto  The 
Sheraton  Centre 
Hotel  &  Towers 

QUEBEC: 

Montreal,  Le  Centre 
Sheraton  Hotel  & 
Towers 


And  other  fine  locations  worldwide. 


/HEN  IT  COMES  TO  BUSINESS 


LE  SHERATON  HOTEL  &  TOWERS,  WA  /  DOWNTOWN  LOCATION  IN  CENTRAL  BUSINESS  DISTRICT  /  841  ROOMS  &  SUITES  /  3  RESTAURANTS.  3  LOUNGES  /  26  MEETING  ROOMS 

:OME    TO  SHERATON 


At  Sheraton,  we  know  you  need  more  than  a  place 
to  stay  when  you  travel  on  business.  You  need  a 
hotel  that  has  made  a  commitment  to  the  business 
traveler.  Sheraton  has  made  that  commitment. 

SEATTLE  SHERATON  HOTEL  &  TOWERS,  Washington: 
Spectacular  skyscraper  hotel,  located  in  downtown 
Seattle,  with  fabulous  restaurants,  entertainment, 
rooftop  pool,  health  club,  and  luxurious  Towers 
accommodations. 

SHERATON  ANCHORAGE,  Alaska:  Luxury  accom- 
modations, in  a  downtown  location,  featuring  fine 
restaurants  and  a  fully  equipped  health  club. 
SHERATON  DENVER  AIRPORT,  Colorado:  Conven- 
iently located  near  the  Stapleton  International 
Airport  and  featuring  fine  cuisine,  entertainment, 
and  an  indoor  Olympic-sized  pool. 
SHERATON  TRIAD  HOTEL  &  TOWERS,  Utah:  Located 
near  Temple  Square  in  downtown  Salt  Lake  City, 
with  fine  restaurants,  live  entertainment,  year- 
round  pool,  health  club  and  luxurious  Towers 
accommodations. 


SHERATON 
INTERNATIONAL 


C.  U.  MOORE 

C6123M5t> 


16  The  Sheraton  Corporation 


JOIN  SHERATON 
CLUB  INTERNATIONAL  ■' 

The  world's  most  rewarding  guest 
recognition  and  award  program. 
Call  800-228-5002. 


Sheraton 

The  hospitality  people  of 

ITT 

8CO-325-3535 

Or  call  your  Travel  Agent. 


groups.  With  cardiologist  James 
Rippe,  director  of  the  Exercise  Physi- 
ology Laboratory  at  the  University  of 
Massachusetts  Medical  School,  and 
Frank  Katch,  chairman  of  the  Depart- 
ment of  Exercise  Science  there, 
Sweetgall  has  written  Rockport's  Fit- 
ness Walking,  which  has  already  sold 
around  100,000  copies  at  $8.95  each. 

Promoting  the  books,  the  big  walk 
and  the  heavy  advertising  for  Rock- 
port's  ProWalker  model — which  was 
not  introduced  until  after  all  the 
hoopla — have  helped  associate  Rock- 
port  with  comfortable  walking  in  con- 
sumers' minds.  "I  can't  keep  Rock- 
ports  in  stock,"  says  Rocco  Procida, 
general  manager  and  shoe  buyer  at 
Littles,  a  large  independent  shoe  re- 
tailer in  Pittsburgh.  "They  are  priced 
right,  at  $48  to  $85,  and  the  sale  is 
90%  made  once  the  customer  puts 
them  on.  About  75%  of  the  customers 
who  come  in  for  walking  shoes  ask  for 
Rockports  by  name." 

Katz  (he  pronounces  it  Kates)  is  a 
third-generation  shoemaker.  His 
grandfather  founded  Hubbard  Shoe 
Co.  in  1930.  His  father,  Saul,  69,  has 
been  in  the  shoe  business  since  1938, 
most  recently  sourcing  and  supervis- 
ing the  manufacture  of  shoes  overseas 
for  large  retailers  in  this  country. 

In  1972  the  Katzes  were  importing 
low-cost  shoes  for  major  retailers. 
The  younger  Katz  realized  that  unless 
they  came  up  with  a  strong  brand 
name — and  preferably  their  own  shoe 
line — the  Katzes  would  be  at  the  mer- 
cy of  the  large  retailers.  But  which 
segment  to  play? 

Katz'  epiphany  occurred  at  the  shoe 
buyers'  show  in  New  York  City  in 
1978,  the  heyday  of  Nike,  Puma  and 
New  Balance  running  shoes.  "Every- 
one wanted  to  own  running  shoes  be- 
cause once  you  put  them  on,  they 
made  you  want  to  jump  and  you 
didn't  want  to  take  them  off,"  Katz 
says.  "I  knew  after  that  show  that  the 
whole  range  of  casual  shoewear  had 
been  obsoleted  by  the  running  shoe." 

Katz  was  ready.  In  the  fall  of  1978 
he  brought  out  the  RocSport,  which 
he  had  worked  on  for  2Vi  years.  The 
RocSport  was  a  high-tech  shoe,  as  are 
Katz'  subsequent  models.  In  Rock- 
port's  ProWalker,  the  insole  is  perfo- 
rated and  a  raised  gridwork  pattern  is 
molded  underneath  to  allow  air  to 
circulate  through  and  beneath  the  in- 
sole. The  whole  thing  is  set  on  an 
Italian-made  sole  that  is  lightweight 
and  durable. 

Katz  designs  the  shoes  in  a  renovat- 
ed 19th-century  shoe  factory  in  Marl- 
borough, Mass.  and  contracts  produc- 
tion to  manufacturers  in  Pennsylva- 
nia as  well  as  Brazil,  Yugoslavia  and 


five  other  countries.  His  father's  work 
abroad  has  been  invaluable. 

The  RocSport  model  helped  double 
sales,  to  $7.2  million,  between  1977 
and  1979.  But  then  sales  stalled,  com- 
ing in  at  $7.1  million  in  1980.  Walk- 
ing, apparently,  was  not  going  to  be 
where  the  athletic  shoe  action  would 
be.  Recalls  Katz:  "In  1980  the  people  I 
talked  with  thought  walking  could 
never  be  made  big.  And  it  became 
apparent  to  me  that  unless  walking 
was  promoted,  the  walking  shoe  was 
never  going  to  take  off." 

The  Katz'  shrewd  promotion  of  the 
walking  books  and  Sweetgall's  long 
walk  totally  confounded  the  skeptics. 
Sales  for  1983  came  in  at  $20  million, 
at  $39.5  million  in  1984,  and  at  $64.5 
million  last  year.  According  to  Katz, 
there  are  now  several  thousand  walk- 
ing clubs  in  the  country;  50  million 
people,  he  says,  regularly  walk  for  ex- 


ercise. But  he  is  not  limiting  his  horij 
zon  to  the  walking  segment  of  th 
fitness  market.  In  1983  Katz  intri 
duced  the  DresSport  shoe,  whic] 
combines  lightweight  comfort  wi 
the  looks  of  a  men's  traditional  dresi 
shoe.  The  next  model  is  obvious:  T 
geting  all  those  women  who  wear  u 
attractive  running  shoes  to  the  offi 
and  then  switch  to  dress  shoes,  Rockl 
port  next  year  will  introduce  a  wo 
men's  line  meant  to  be  worn  all  day. 

With  the  stock  market  hot  an< 
Rockport's  margins  exceeding  th< 
shoe  industry  average,  you  migh 
think  the  backward  entrepreneur  u 
running  to  sell  out.  You  would  W 
wrong.  "Would  I  have  been  able  t(j 
invest  $2  million  in  advertising  for  $ 
shoe  that  didn't  exist  if  this  had  beerj 
a  public  company?"  Katz  asks.  "1 
don't  think  the  shareholders  woulq 
have  liked  it."  Probably  not. 


The  Up  &  Comers 


Dealmakers 


How  a  couple  of  Miami  accountants  made  a  fortune 
on  assets  that  the  buyout  wizards  at  Kohlberg  Kravis 
couldn  V  wait  to  unload. 

One  man's  trash  is  I 
another's  treasure 


By  Alex  Ben  Block 


It  happens  to  every  boy.  He's  walk- 
ing home  from  school,  and  there, 
atop  a  trash  can,  is  an  old  radio,  say,  or 
a  broken  lamp,  funk  to  someone  else, 
for  the  kid  it's  a  treasure. 

Miami  accountants  Arthur  Hertz, 
52,  and  Michael  Brown,  43,  found 
their  treasure  qua  junk  in  the  form  of 
the  unwanted  parts  of  Wometco  En- 
terprises. Back  in  April  1984  buyout 
kings  Kohlberg  Kravis  Roberts  &  Co. 
engineered  a  leveraged  buyout  of  Wo- 
metco for  a  shade  over  $1  billion.  KKR 
wanted  Wometco's  broadcasting  and 
cable-TV  operations.  But  over  the 
years  Wometco's  late  founders, 
Mitchell  Wolfson  and  his  son,  Louis 
Wolfson  II,  had  squirreled  away  all 
sorts  of  odds  and  ends  in  the  compa- 
ny. These  included  Coca-Cola  bot- 
tling operations,  a  movie  theater  cir- 
cuit, vending  and  food  service  divi- 
sions, a  wax  museum  in  Japan,  a  sea 
animal  attraction  in  Miami  and  ice 
cream  parlors  in  Puerto  Rico.  KKR's 
partners  had  no  use  for  such  business- 
es and  instructed  Hertz,  Wometco's 
longtime  chief  operating  officer,  and 


Brown,  the  company's  chief  financial 
officer,  to  unload  them,  fast.  The  pair 
quickly  sold  the  Coca-Cola  bottling 
division  and  some  theaters  in  Alaska. 
But  interest  in  the  remaining  proper- 
ties waned.  Yet  KKR  had  to  wrap  up 
the  deal  within  a  year  to  minimize 
taxes  on  the  liquidations. 

As  the  pressure  mounted,  Hertz  and 
Brown  came  up  with  an  idea:  do  their 
own  LBO  of  the  unwanted  assets. 
Price:  $60  million.  The  assets  they 
were  buying  had  total  sales  of  around 
$100  million.  "We  paid  what  we  had 
told  [KKR]  it  should  bring,  less  a  dis- 
count of  about  10%  because  it  was  a 
bulk  purchase,"  recalls  Hertz. 

Hertz  and  Brown  put  their  buyout 
together  themselves,  paying  Wall 
Street's  investment  banking  crowd 
nothing.  The  partners  personally  put 
up  about  $3.5  million  (all  but  a  few 
hundred  thousand  borrowed),  in  re- 
turn for  53%  of  the  new  company. 
Three  banks  and  Teachers  Insurance 
put  up  a  $50  million  line  of  credit  and 
received  30%  of  the  equity.  The  bal- 
ance came  from  a  handful  of  private 
investors,  who  paid  only  $600,000  for 
17%  of  the  new  company.  As  befits  a 
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ncated  operation,  they  shortened 
:  name  to  Worn  Enterprises. 
Dnce  the  pressure  to  sell  abated, 
yeis  emerged  for  some  of  Wom's 
ces.  Opting  to  keep  only  the  assets 
owing  off  the  most  cash,  they  sold 
:  Japanese  wax  museum,  movie 
:aters  in  the  Dominican  Republic 

I  the  wholesale  food  and  grocery 
>iness;  the  Miami  Seaquarium  is 

II  on  the  block  or  available  for  a 
tit  venture.  With  proceeds  from 
:h  sale,  Hertz  and  Brown  paid  down 
:ir  acquisition  debt,  which  now 
nds  at  less  than  $34  million. 

'In  a  leveraged  buyout,"  explains 
>wn,  "the  faster  you  pay  down  debt, 
!  faster  you're  in  profit.  Our  bank- 
can't  believe  how  fast  we've  been 
e  to  pay  down  our  debt." 
Norn's  biggest  remaining  business 
rending  machines  and  food  service, 
istly  in  factories  and  institutions, 
luding  Disney  World.  This  is  a  no- 
iously  low-margin  enterprise.  So 
rtz  and  Brown  quickly  began  rais- 
;  margins. 

low?  First,  by  giving  each  of  their 
/  managers  an  equity  interest, 
ny  money  they  spend  is  from  their 
:kets  as  well  as  ours,"  says  Hertz. 
re  learned  that  lesson  from  KKR." 
sfext  they  stopped  buying  Wom's 
iding  machines  and  began  leasing 
:m  from  banks  that  owned  the  ma- 
nes. The  owners  got  the  invest- 
nt  tax  credits  and  rapid  deprecia- 
n.  Worn  got  money  on  extremely 


favorable  terms.  Brown  says  that  his 
effective  borrowing  cost  for  machines 
fell  from  an  average  of  over  12%  to 
about  4.5%. 

Another  creative  touch:  When  the 
machines  come  off  lease,  usually  after 
five  years  and  fully  depreciated,  Hertz 
and  Brown  buy  them  back  from  the 
banks  at  a  fraction  of  original  cost, 
even  though  the  machines  are  usually 


By  Catherine  Tang 

Entranced  by  MTV,  why  should 
American  youth  learn  to  read  for 
pleasure?  Just  lie  back  and  let  the 
sounds  and  sights  wash  over  you. 
Anyhow,  who  has  time  to  read  when 
we're  spending  seven  hours  staring 
into  the  tube? 

You  can  shake  your  head  about 
such  trends.  Or  you  can  try  to  capital- 
ize on  them,  as  New  York's  little  (Dro- 


good  for  another  five  years.  Worn 
slaps  on  a  new  front  panel  for  about 
$500  (25%  of  a  replacement  machine), 
sits  back  and  watches  the  cash  roll  in. 
Worn  currently  owns  22,000  ma- 
chines it  inherited,  and  leases  1,000 
installed  since  the  buyout. 

Hertz  and  Brown  have  applied  the 
vending  machine  strategy  to  the  aging 
theater  circuit,  which  now  has  some 
85  screens  in  Florida,  the  Bahamas, 
the  Virgin  Islands  and  Puerto  Rico. 
Many  theaters,  as  well  as  seats,  pro- 
jectors and  all  kinds  of  other  equip- 
ment, have  been  leased  back;  the 
managers  are  given  equity  and  perfor- 
mance bonuses.  Lifting  a  page  from 
Garth  Drabinsky's  book  [Forbes  June 
2),  Worn  has  been  converting  many 
single-screen  locations  into  multiple 
screens.  "Our  rent  remains  the 
same,"  says  Brown,  "but  revenue  goes 
way  up."  Meanwhile,  down  in  Puerto 
Rico,  Hertz  and  Brown  are  expanding 
Wom's  small  chain  of  Baskin-Robbins 
ice  cream  parlors  and  wholesaling 
B&R  ice  cream  to  supermarkets. 

Since  the  partners  bought  the  old 
Wometco  bits  and  pieces  from  KKR, 
Wom's  sales  have  grown  to  $129  mil- 
lion. Next  likely  step:  Take  the  com- 
pany public,  of  course.  Wom's  annual 
cash  flow  is  currently  running  at 
around  $12  million.  In  the  current 
stock  market  that  would  probably 
value  Worn  at  over  $84  million.  If  so, 
the  stake  for  which  Hertz  and  Brown 
paid  a  mostly  borrowed  $3.5  million 
two  years  ago  would  be  worth  over 
$45  million.  One  man's  discard  is  an- 
other man's  gold. 


jected  sales,  $7.5  million)  Corporation 
for  Entertainment  &  Learning  is  do- 
ing. CEL  was  started  23  years  ago  by 
Chairman  Merton  Koplin  and  Vice 
Chairman  Charles  Grinker,  who  be- 
gan collecting  historic  film  footage  to 
lease  to  TV  news  programs.  Now  CEL 
has  nearly  13  million  feet,  nearly 
2,500  miles,  of  film  in  its  archives. 

Koplin,  now  65,  and  Grinker,  53, 
later  began  using  the  film  archives  to 
produce  quality  television  programs 


The  Up  &  Comers 


Ideas 


If  Johnny  won 't  learn  through  reading,  why  not  teach 
him  through  pictures? 

The  blackboard 
video 
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The  only  thing  they  didn't  outgrc 


Fancy  Furniture  started  small. 
But  soon  customers  crowded  in. 
The  staff  got  too  busy  to  sit  on  the 
merchandise.  Which  wasn't  around 
long  enough  to  gather  dust. 

Thank  goodness  they  furnished 
the  office  with  a  new  IBM  Personal 
a  'inputer  XT,  todays  most  popular 
business  PC.  Starting  out  with  256K 
oi  memory  and  two  floppy  disk 
drives,  the  XT  made  short  work  of 
inventory,  bookkeeping  and  payroll, 


while  leaving  the  staff  plenty  of  time 
to  move  the  merchandise.  Which 
they  did. 

Soon  Fancy  Furniture  needed 
new  quarters.  But  not  a  new  com- 
puter. Because  the  PC/XT  is  made 
to  grow  as  a  business  grows. 

Its  memory  was  easily  expanded 
to  640 K,  to  take  advantage  of  more 
sophisticated  software. 

The  simple  addition  of  a  hard 
disk  provided  space  to  store 


their  growing  inventory  list  and 
expanding  customer  file. 

What's  more,  they  could  add  tc  N  Fr 
their  software  collection  from  the 
huge  and  growing  library  of 
powerful  business  programs  writ  % 
specifically  for  the  IBM  PC  famil 
like  the  Accounting  Assistant  Ser 

The  XT  also  comes  with  eight 
expansion  slots,  and  a  choice  of 
exciting  IBM  peripherals.  Includl  ik 
enhanced  graphics  adapters 


IBM  and  PCOtTare  trademarks  of  International  Business  Machines  Corporation  ©Copyright  IBM  Corporal** 


a? 


is  the  IBM  Personal  Computer  XT 


lems,  for  high-speed  communi- 
)n.  And  the  new  wide-carriage 
Proprinter  XL. 
i  fact,  the  XT  can  grow  in  just 
jt  any  direction  they  want— 
)ming  a  workstation  with  other 
puters  through  a  variety  of  IBM 
/orks.  Communicating  with 
nframes.  Even  running  3.5-inch 
ettes  with  tlie  addition  of  a  new 
drive. 

ut  a  lot  of  growth  depends  on 


the  support  behind  it.  IBM  marketing  representative.  For 

When  the  folks  at  Fancy  Furniture   a  store  near  you  call  1-800-447-4700. 


purchased  their  XT,  they  also  got 
IBM's  commitment  to  quality  and 
service.  Something  they  can  appre- 
ciate now,  and  even  more  later  on. 

So  take  a  look  at  todays  most 
popular  business  PC.  Its  certainly  a 
hit  at  Fancy  Furniture.  And  probably 
their  only  permanent  fixture. 

For  more  information,  contact 
your  Authorized  IBM  PC  Dealer  or 


In  Alaska  call  1-800-447-0890, 
in  Canada,  1-800-465-6600. 


CEL  executives  Sanford  Fisher,  Charles  Grinker  and  Merton  Koplin 
Required  reading  converted  to  videos  for  the  MTV  generation. 


based  on  historical  footage,  as  well  as 
on  original  shooting.  CEL  has  won  its 
share  of  awards,  including  three  Em- 
mys  for  its  two  PBS  series  Creativity 
with  Bill  Moyers  and  A  Walk  Through  the 
Twentieth  Century  with  Bill  Moyers. 

A  nice  business,  but  not  a  fast- 
growing  one.  In  fiscal  1984  (ending 
Mar.  31),  CEL  earned  $431,452  on  just 
$3.6  million  in  sales.  In  fiscal  1985 
earnings  were  $857,530 — 10  cents  per 
share — on  revenues  of  $3.7  million. 
Nice  percentage  gain,  tiny  base. 

But  what  about  all  those  semiliter- 
ate  kids  out  there?  If  they  won't  read 
good  stuff,  maybe  they  can  be  per- 
suaded to  watch  good  stuff.  In  Febru- 
ary the  company  began  marketing  its 
latest  product,  the  Video  Encyclopedia 
of  the  Twentieth  Century.  This  is  75 
hours  of  historic  film  footage  covering 
events  from  1893  to  the  present,  to  be 
used  as  teaching  material.  Neatly 
packaged  into  75  red  Britannica-like 
volumes  accompanied  by  an  index 
and  four  reference  books,  the  Video 
Encyclopedia  covers  2,217  topics,  rang- 
ing from  the  Russian  Revolution  to 
the  attack  on  Pearl  Harbor,  from  Mar- 
tin Luther  King's  march  to  Montgom- 
ery, Ala.  to  Ronald  Reagan's  second 
inauguration.  The  tapes  come  with 
the  original  soundtracks,  and  thus  are 
considered  primary  source  material. 
The  price  is  $8,500  for  the  set,  al- 
thougn  discounts  will  be  available  for 


big  customers. 

The  company  expects  to  sell  at  least 
1,000  sets  of  the  Video  Encyclopedia  by 
the  end  of  its  1987  fiscal  year.  Roy 
Furman,  of  the  New  York  investment 
banking  firm  Furman  Selz,  estimates 
that  the  tapes  will  help  CEL  earn  40 
cents  a  share  in  fiscal  1987.  The  pub- 
lic school  systems  of  New  York  City, 
Atlanta  and  Detroit  have  already 
bought  sets. 

CEL  President  Sanford  Fisher,  44, 
claims  reproducing  the  Encyclopedia 
by  buying  film  on  the  market  today 
would  cost  $25  million  to  $30  mil- 
lion. But  the  costs  of  the  Encyclope- 
dia's film  footage  have  been  written 
off  over  the  many  years  CEL  has  been 
building  its  archive.  Last  November 
the  company  privately  placed  $4.3 
million  of  convertible  debentures  and 
preferred  stock  with  Morgan  Guaran- 
ty's Convertibles  Fund.  The  issue 
could  add  a  maximum  of  2  million 
shares  to  the  8.8  million  shares  now 
outstanding  if  converted.  Some  $2 
million  of  the  placement  was  used  to 
create  and  distribute  the  Encyclopedia, 
and  will  be  amortized  over  the  first 
4,000  units  sold.  If  sales  exceed  that 
level,  margins  will  really  take  off. 
CEL  stock,  anticipating  some  of  these 
good  things,  has  done  wonderfully, 
climbing  from  1%  when  CEL  went 
public  in  1984,  to  a  recent  8  Vs.  Insid- 
ers own  around  52%  of  CEL's  com- 


mon shares  outstanding. 

After  launching  the  Encyclopedia  ini 
the  educational  market,  CEL  will! 
start  selling  home  videocassettes  (in- 
cluding a  trimmed  down  version  of  I 
the  Encyclopedia)  based  on  its  televi- 
sion and  cable  productions.  Home 
video  sales  would  further  amortize: 
costs.  Revenues  from  home  video  arei 
expected  to  start  late  this  year.  CEL 
plans  to  market  not  through  video 
shops,  but  by  direct  mail. 

Some  educators  don't  think  it  would  1 
be  so  bad  for  CEL's  Video  Encyclopedias 
to  catch  on  in  the  nation's  classrooms. 
"Students  now  are  nonlinear  learners, 
meaning  they've  been  brought  up  with 
television,  music,  dance,  everything 
that  does  not  involve  linear  learning, 
which  is  one  word  following  another," 
says  City  University  of  New  York's 
Dean  of  Instructional  Research  Rich- 
ard Bossone.  "Audiovisual  media  can 
be  a  catalyst  to  get  them  to  read  and 
write  more."  And  Rutgers  University 
anthropologist  Lionel  Tiger  makes  an 
interesting  point:  "Audiovisual  tech- 
niques may  work  well  because  it's 
easier  for  us  biologically  to  respond  to 
that  type  of  information  transfer  than 
to  read." 

Little  did  Thomas  Alva  Edison 
think  when  he  invented  motion  pic- 
tures that  he  would  one  day  be  com- 
peting with  Gutenberg. 
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U  &  LUCKY-GOLDSTAR 


loving  in  the  Same  Direction 


Lucky-Goldstar  is  a  group  of  23 
an  companies  involved  in  chemistry, 
ionics,  finance,  and  trade.  By  com- 
ng  the  best  of  East  and  West,  we 
t  a  U$10-billion  enterprise  around  a 
i  of  70,000  talented  individuals. 

But  our  achievements  aren't  ours 


ess  fields  of  Lucky-Goldstar  companies: 


Successful  partnerships  with  com- 
panies like  AT&T,  Hitachi,  Siemens,  and 
Caltex;  and  overseas  subsidiaries  like 
Goldstar  of  America  in  Huntsville,  Ala- 
bama are  doing  a  lot  to  stimulate  mu- 
tual growth,  while  promoting  economic 
development  and  free  market  systems  in 
countries  around  the  world. 


At  home,  we're  known  as  the 
quality  choice.  Abroad,  as  a  good 
neighbor  and  reliable  business  partner. 

Take  time  to  get  to  know  us  bet- 
ter. Contact  the  Business  Development 
Dept.,  Lucky-Goldstar  Int'l  Corp., 
CPO  Box  1899,  Seoul,  Korea. 

Phone  (02)  776-6517,  Telex  K27 266  LG1NTL 

111  LUCKY  GOLDSTAR 


istryDLucky,  Ltd.  □  Lucky  Advanced  Materials  Electrics,  Electronics  &  Communications  Goldstar  Co .  Lid  □Goldstar  Cable  □Goldstar  Telecommunication  J  Goldstar  Electric  □Goldstar 
nent  &  Electric  ^Goldstar  Precision  □Shinyeong  Electric  □Goldstar  Semiconductor  Goldstar-Alps  Electronics  □Goldstar-Honeywell  Energy  and  Resources  Honam  Oil  Refinery  □Korea 
&  Smelting  Construction  and  Engineering  Lucky  Development  □  Lucky  Engineering  Financial  Services  □Lucky  Securities  □  Pan  Korea  Insurance  □  Goldstar  Investment  &  Finance  □Pusan 
nent  &  Finance  Trade  and  Distribution   Lucky-Goldstar  International  :Hee  SungPublic  Service: '  The  Yonam  Foundation  □  The  Yonam  Educational  Institute  Sports.  Lucky-Goldstar  Sports 
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Welcome  to  the  Shearson 
Lehman  Brothers  Decade. 

A  decade  driven  by  a  singular 
vision  of  creating  the  first  three-dimen- 
sional financial  firm. 

And  today,  following  that  vision, 
we  are  the  only  financial  firm  that 
incorporates  under  a  powerful  capital 
base  the  breadth  in  distribution,  depth 
in  trading,  and  traditional  — m^^^a 
banking  expertise. 
A  three-legged  stool  upon 
which  no  one  else  can 
stand. 

Four  years  ago,  we 
created  the  title  of  Finan- 
cial Consultant,  believing 
that  stockbrokers  were  a  thing  of  the 
past.  And  for  four  years,  we  have  been 
building  an  organization  that  could  de- 
liver on  the  promise  that  financial  con- 
sultancy makes. 

This  unique  way  of  working  has 
been  in  such  demand  from  individu- 
als that  we  are  opening  new  accounts 
at  the  rate  of  40,000  per  month. 

So  it  comes  as  no  surprise  that  our 
concept  of  financial  consultancy  is  now 
being  widely  imitated. 

But  the  copies  are  four  years  be- 
hind the  original. 

In  investment  banking,  this  vision 
has  realized  itself  in  an  equally  unique 
organization.  An  organization  that  is 
marked  by  the  brightest,  most  creative, 
most  aggressively  thorough 
individuals  in  our  history.  And 
this  intense  concentration 
of  intellectual  horsepower  has 
built  a  stunning  resume  and 
list  of  references  in.  a  startlingly 
short  period  of  time. 


YOU  CAN  SENSE 
THE  MOMENTUM 
EVERYWHERE 
IN  THE  FIRM. 
THIS  IS  OUR  TIME. 


Shearson 

LEHMAN 


An  American  Express  company 


EXBBESS 


In  the  past  year,  we  have  been 
called  upon  to  manage  the  largest  do- 
mestic common  stock  offering  ever. 
Called  upon  to  manage  the  largest  cor- 
porate restructuring  ever. 

For  the  World  Bank,  we  conceived 
a  scheme  so  innovative  it  was  financed 
on  three  continents.  And  saved  them 
millions  in  interest  payments. 

in,  n  ,„  For  the  corporations 

and  utilities  of  the  world, 
we  created  an  entirely  new 
way  of  raising  permanent 
equity:  Money  Market 
Preferred™  stock  and 
notes.  Then  we  created  an 
——  ingenious  way  to  effective- 
ly trade  them  as  well. 

We  have  built  a  national  reputa- 
tion in  public  finance  by  having 
the  most  comprehensive  staffing  and 
understanding  at  the  regional  level. 
Which  has  led  to  our  managing  over 
half  of  all  public  finance  issues  in  the 
first  quarter  of  1986. 

In  trading,  as  the  first  quarter  of 
1986  made  history  with  its  nerve- 
racking  uncertainty  in  competitive  bid 
municipal  bond  underwriting,  we  also 
made  history  by  dominating  this  arena. 
We  ranked  Number  One  in  the  face  of 
the  fiercest  high-level  competition. 

Bottom  line,  we  manage  more 
money  worldwide  than  anyone  else, 
bar  none. 

This  momentum  is  every- 
where. A  momentum  you  can 
see  in  our  eyes  and  feel  in  our 
voices. 

The  vision  is  now  a  reality. 
And  we  can't  wait  to  get 
to  work  every  morning. 


Minds  Over  Money! 


Member  SIPC 


©  1986  Shearson  Lehman  Brothers  Inc 


The  oil  import  fee  is  not  dead.  Texas  oil 
producers  will  make  the  tough  sell  in 
Washington  this  summer. 

Hands  across 
the  oil  patch 


By  Jack  Willoughby 


P>  resident  Ronald  Reagan  is 
"  against  a  proposed  oil  import 
fee,  but  the  issue  is  far  from  dead. 
Early  this  month  well-dressed  wild- 
catters and  independents  from  across 
the  nation  gathered  at 
Fort  Worth's  swank  Petro- 
leum Club  to  plead  pover- 
ty and  resurrect  the  issue. 

The  oilmen's  national 
organization,  the  Indepen- 
dent Petroleum  Associa- 
tion of  America  (IPAA), 
has  refused  to  take  a  stand 
on  an  import  fee.  But  a 
local  outfit,  the  Texas  In- 
dependent Producers  &. 
Royalty  Owners  Associa- 
tion (Tipro),  is  acting  on 
its  own.  This  largest  re- 
gional organization  of  in- 
dependent oil  producers  is 
preparing  an  organizing 
drive  and  media  blitz  to 
deliver  the  message  di- 
rectly to  Congress,  the 
Administration  and  the 
public. 

The  arguments  against 
an  import  fee  are  familiar — and  formi- 
dable. Many  oilmen  suspect  the  fee 
would  invite  more  regulation.  The 
Administration  and  Congress  see  it  as 
potentially  harming  trade  relations 
with  oil  suppliers  like  Canada,  Vene- 
zuela and  the  U.K.  Consumers,  who 
vote  and  who  like  their  oil  plentiful 
and  cheap,  are  the  hardest  sell  of  all. 

But  the  oil  independents  have  a 
countervailing  argument:  Many  fear 
that  without  some  sort  of  import  pro- 
tection they  will  all  go  broke.  Harold 
B.  Scoggins  Jr.  of  the  IPAA  says,  "A  lot 
of  our  people  are  facing  bankruptcy 
immediately.  When  you're  dying  of 
cancer,  you  don't  worry  about  the  ef- 


fects of  chemotherapy." 

Big,  vertically  integrated  companies 
like  Mobil  and  Exxon  continue  to 
make  money  (if  at  a  diminished  rate), 
because  they  refine  and  market  oil  as 
well  as  produce  it.  But  wildcatters  and 
independent  drillers  have  no  such  le- 


verage, and  the  resulting  pain  they  are 
experiencing  with  crude  oil  at  $15  a 
barrel  or  less  is  excruciating.  Ameri- 
ca's small,  or  stripper,  wells,  which 
supply  15%  of  the  nation's  annual 
production,  are  becoming  uneconom- 
ical and  may  have  to  be  shut  down 
altogether.  Drilling  activity  has  col- 
lapsed. Today  only  686  rigs  are  run- 
ning, while  some  4,000  are  available. 

To  these  oilmen  an  import  levy 
looms  as  a  kind  of  last  hope.  To  get 
that  message  across,  the  independents 
have  drawn  on  a  databank  of  govern- 
ment information  to  use  in  the  lobby- 
ing effort.  A  national  speaking  tour 
has  been  organized  for  the  summer, 


and  oilmen  have  been  provided  with 
model  speeches  and  slide  shows.  At 
the  Fort  Worth  gathering,  Julian  Mar- 
tin, executive  vice  president  of  Tipro, 
asked  the  independents  in  the  audi- 
ence to  examine  their  "own  hearts 
and  bank  accounts"  in  contributing  to 
a  war  chest  for  the  drive. 

How  to  persuade  people  that  higher 
oil  prices  are  in  their  best  interest? 
National  security  will,  of  course,  be 
cited.  So  will  Gramm-Rudman,  on 
the  grounds  that  an  oil  import  tax 
would  help  balance  the  budget. 

Representative  James  Jones 
(D-Okla.),  who  favors  the  levy,  says 
slower  growth  will  force  the  federal 
government  to  search  for  new  reve- 
nue sources  to  meet  the  target  man- 
dated under  Gramm-Rudman.  Jones 
calculates  that  an  import  fee  with  a 
base  of  $22  per  barrel  could  bei 
wrapped  conveniently  in  a  rationales 
of  national  security.  The  revenuei 
would  supply  most  of  the  $30  billiom 
that  will  be  necessary  to  meet  next 
year's  deficit  reduction  goals. 
To  turn  the  White  Flouse  around  om 
caryHaigren  matter,  the  oil  inde-i 
pendents  plan  to  bore 
from  within.  Says  Jones, 
who  addressed  the  Fort 
Worth  gathering  andl 
spelled  out  the  strategy 
for  an  assault  on  the 
White  House,  "You  have 
to  build  a  fire  under  the 
government.  Remind 
them  who  you  are,  what 
you've  done  and  where 
you  want  to  go." 

Lobbyists  like  John  E. 
Watson,  senior  vice  presi- 
dent of  Mitchell  Energy 
Corp.,  hope  to  find  an  ally 
in  Secretary  of  Defense 
Caspar  Weinberger.  An- 
other approach  will  be 
through  the  President's 
National  Petroleum 
Council  of  114  top  oil  ex- 
ecutives now  working  on 
a  report  on  the  industry  under  Energy 
Secretary  John  Herrington.  A  third 
line  of  attack  will  be  private  contacts, 
such  as  Reagan's  close  adviser  Michel 
Halbouty,  who  has  opposed  an  im- 
port fee. 

Are  the  odds  against  an  oil  import 
fee?  Don't  underestimate  the  political 
clout  of  these  independents.  One 
Washington  consultant  close  to  the 
oil  scene  calculates  that  independent 
producers  have  more  influence  than 
the  major  oil  companies.  Says  he, 
"The  independents  are  an  important 
source  of  income  to  the  states  and 
their  congressmen.  They  have  a  lot  of 
them  in  their  pockets."  ■ 
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Pan  Am  Presents 
\  Richer  Experience. 


lr  Own  Private  Terminal  in  New\brk. 

m  Am's  new  First  &  Clipper  Class  Terminal  at  JFK  will 
r  you  a  level  of  comfort  and  service  more 
iniscent  of  a  fine  European  hotel  than  an  airport 
ere,  instead  of  standing  in  long  lines,  you'll 
<  in  a  big,  comfortable  chair,  while  we  take  care  of  MtM 
duy  travel  needs— everything  from  checking  in  to 
rving  rental  cars  and  hotel  rooms. 

•re  Luxury  Than  Ever  In 
t  Class. 

ver  the  next  few  months,  we'll  also 
mewing  the  First  Class  sections  on  all 
747s.  With  bright  new  interiors.  Elegant 
china  and  silverware.  Innovative  new  menus. v  - 
new  leather-and-sheepskin  Sleeperette®  Seats  so  supple 
soft,  they  literally  mold  themselves  to  your  body. 

»re  Comfort  Than  Ever  In  Clipper  Class. 

ur  Clipper®  Class,  too,  will  be  made  better  in  virtually 
y  way.  With  beautiful  new  cabins 
cious  new  cuisine. 


And  big,  handsome  new  tweed  seats, 
arranged  six-across  to  give  you  more 
room  to  work  or  relax. 

Pan  Am  WorldPass  Teams  Up 
With  American's 
vAu\dvantage  Program . 

Now,  if  you're  a  member  of  American 
Airlines  AAdvantage  program,  you 
can  earn  credit  for  every  mile  you  fly 
on  Pan  Am,  simply  by  presenting 
your  AAdvantage  number  at  check-in. 
So  fly  with  us  soon— to  Europe,  South 
America,  Asia,  Africa  or  across  the  U.S. 
And  get  the  treatment  you  so  richly  deserve. 

PanAm^bu  Can't  BeatThe  Experience. 

A*Advantage*  is  a  registered  service  mark  of  American  Airlines,  Inc. 


It's  what  MCIis  made  of, 
and  it  makes  a  difference. 


Our  people  in  partnership  with  yours.  If  you  think  of  MCI  as  merely  a  communication: 
supplier,  think  again.  What  we  really  are  is  a  partner.  A  total  communications  company  that 
couples  our  network  with  the  hard  work  of  thousands  of  professionals.  Men  and  women  who 

will  get  down  to  business— your  business— and  live  it,  breathe  it,  and 
nurture  it.  Each  an  expert  who  will  tenaciously  solve  your  voice  an 
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data  needs,  domestic  or  international,  and  won't  quit  until  it's  do 
And  done  right. 

Because  of  all  this,  no  other  communications  company 
has  grown  so  quickly.  Building  a  team  of  professionals  and 
matching  strengths  with  expanding  services.  What  makes  t 
compete  so  fiercely?  We  have  to.  Our  competition  is  good. 
To  win  your  business,  we  have  to  be  better. 

Technology,  the  cutting  edge.  In  the  past  four  years, 
MCI  has  put  its  money  where  your  business  is.  We've  in- 
vested $3  Vz  billion  so  you  can  have  the  clearest,  cleanest 
connections  and  more  reliable  end-to-end  service.  Getting 

Clear  quality  connections, 
wherever  you  do  business. 


i 


ve  built  comprehensive  integrated  digital 
js.  We  became  the  technological  leader  in  fiber 
-increasing  our  capacity  ten-fold  in  the  last  twelve 
>  alone.  In  short,  we've  stopped  at  nothing  to  bring  you 
I  less  than  service  that's  beyond  reproach.  Flexibility  that 
u  in  control.  And  the  worlds  most  modern  voice  and  data  Americas  most  modem 

k,  voice  and  data  network. 

,  at  your  command. 

i've  driven  ourselves  to  build  a  system  from  the  ground  up.  Designed  communications 
ts  that  aren't  restricted  by  geographical  borders  or  business-as-usual  thinking.  It's  tenacity 
hnology  that  helps  MCI  customers  outsmart  their  competition,  instead  of  outspending  them, 
•mmunications  today.  And  beyond.  For  the  last  century,  business  has  viewed  communi- 
ns  as  overhead.  Today,  it  must  be  a  resource  for  companies  to  get  ahead.  Where  there  are 

ways  to  make  that  happen  faster,  smarter,  and  more  efficiently,  MCI  will  be  there. 
5tSndd  °f  hght:       Harnessing  leading-edge  technology  and  bringing  it  to  you  in  the  most  user- 
useful  form.  MCI  is  committed  to  making 
a  difference  in  the  way  America  I 
communicates.  For  the  better.  «™ ' jm*m  hi 

MCI 

COMMUNICATIONS  FOR  THE  NEXT  100  YEARS. 


/ 


*MCI  and  the  MCI  logo  are  registered  service  marks  oi  MC  I  Communications  Corporation. 
■^Communications  For  The  Next  100  Years  is  a  service  mark  of  MCI  Communications  Corporation. 
'  MCI  Communications  Corporation:  June  IUHH. 
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Some  are  born  rich. 
Others  are  born  to  become  rich. 


Therels  only  one  bank  for  the  born 
entrepreneur.  A  bank  uniquely  designed 
to  meet  his  special  needs — Citibank  Private 
Banking  and  Investment. 

In  major  cities  around  the  country,  our 
relationship  managers  use  their  experience 


and  authority  to  respond  quickly  and 
confidentially  to  the  most  complex  and 
unusual  needs — from  lending  against  illiquid 
assets  to  portfolio  management  to  admin- 
istering complicated  S^ITID  A KIS0^ 
estates  and  trusts.     Of  I  /0n/V\V 
PRIVATE  BANKING  &  INVESTMENT 


Fluent  in  the  ways  of  the  affluent. 


does  everyone  else,  which  says  some- 
ing  about  the  market. 


Fund  madness 


By  Laura  R.  Walbert 


WW  hen  everyone  is  rushing  to 
j^f  be  a  money  manager,  can  a 

| W  market  top  be  far  behind? 
athryn  McGrath,  director  of  the 
istment  management  division  of 
Securities  &  Exchange 
nmission,  recently  re- 
red   a  pencil-written 
er  on  five-ring  note- 
k  paper  in  the  mail. 
:  letter  was  mailed 
a  a  jail.  The  convict 

interested  in  becom- 

a  registered  invest- 
lt  adviser. 

fhy  not?  With  the 
:k  market  reaching  re- 
i  heights  and  mutual 
is  a  hot  sales  item, 
sing  money  in  the 
:k  market  can't  be  that 
gh,  and  running  a  mu- 
i  fund  must  be  very 
Ei  table. 

•uring  1985  the  num- 
of  mutual  funds  rose 
n  1,246  to  1,531,  ac- 
iing  to  the  Investment 
npany  Institute.  Con- 
:ntal  Insurance  made 
sntry  last  July.  In  Feb- 
ry  regional  broker  Ad- 
t  jumped  into  the  busi- 
s  with  four  mutual 
ds.  Earlier  this  month 
i  Alger,  a  faded  star  of  the  Sixties 
markets,  announced  that  he  will 
eturning  to  the  fund  business  with 
it  new  mutual  funds.  Liberty  Mu- 
1  Insurance  Co.  recently  agreed  to 
chase  80%  of  mutual  fund  manag- 
Stein  Roe  &  Farnham,  with  15 
ds,  and  even  the  American  Medi- 
Association  got  into  the  act,  agree- 
to  buy  PRO  Services,  manager  of 
:  funds. 


"We  were  all  getting  so  many  inqui- 
ries we  decided  to  have  a  conference," 
says  fames  Ellis,  president  of  the 
Scarsdale,  N.Y.-based  Mutual  Fund 
Consulting  Group.  A  1  Vi-day  seminar 
entitled  "How  to  start  and  operate  a 
mutual  fund"  drew  nearly  300  atten- 


)U  Want  tO  Start  yOUr  OWn  mUtUal  fund?    cal1'  according  to  Egener,  goes  some- 

J  thing  like  this: 

Caller:  "I  really  want  to  get  into  the 
fund  business." 

Egener:  "Terrific.  What  do  you 
bring  to  it?" 

Caller:  "I've  been  running  a  suc- 
cessful portfolio  for  three  to  four 
years." 

Egener:  "How  big?" 
Caller:  "Oh,  $60,000." 
What  does  it  take  to  start  a  mutual 
fund?  Robert  Wadsworth,  of  New 
York-based  Robert  H.  Wadsworth  &. 
Associates,  makes  his  living  giving 
advice  on  how  to  start  a  fund.  Wads- 
worth says  the  first  thing  he  asks  is 
how  the  client  will  distribute  the 
fund.  "The  fund  business  is  a  market- 
ing business,"  he  says.  "Lots  of  people 
say  they're  the  world's  best  invest- 
ment managers.  I  try  to  be  polite,  but  I 
tell  them  that's  basically  irrelevant.  If 
you  can't  sell  shares.  .  .  ." 

Getting  into  the  business  takes 
more  than  a  letterhead  and  some  in- 
vestment experience.  It  is  rarely  prof- 
itable until  the  fund  attains  assets  of 
$50  million.  Wadsworth 
says  that  you  should  fig- 
ure on  spending  some 
$200  to  win  each  share- 
holder. So  with  a  goal  of 
$50  million,  you'll  spend 
$1  million  if  you're  lucky 
enough  to  win  an  average 
account  of  $10,000.  If  the 
average  account  size  is 
lower — more  likely — 
you'll  spend  more. 

After  that  come  invest- 
ment professionals,  office 
staff,  transfer  agents,  cus- 
todian banks,  directors 
and  SEC  forms.  Of  course, 
all  that  is  easier  if  you're 
already  in  a  business  that 
has  an  office  staff,  a  sales 
force  and  so  forth.  Says  El- 
lis, "If  you  do  this  all  from 
scratch,  you  can't  do  it. 
Your  break-even  just 
soars."  Wadsworth  says 
less  than  20%  of  the  peo- 
ple he  talks  to  ever  wind 
up  in  the  fund  business. 

One  request  came  from 
a  man  who  had  spent  18 
years  as  operations  manager  for  a 
manufacturing  firm.  His  resume: 
"Achievements:  Achieved  excellence 
in  wrestling  and  Ping-Pong.  Hobbies: 
Bridge,  theology,  innovation,  hiking, 
computers,  investment  newsletter, 
mutual  fund  formation." 

Maybe  the  Ping-Pong  champ  will 
do  as  well  as  Fidelity.  Then  again, 
maybe  things  are  just  getting  a  bit  out 
of  hand.  ■ 


dants  to  New  York's  Vista  Hotel  in 
January.  The  seminar  is  being  rerun  in 
Los  Angeles  this  month. 

Of  course,  not  everyone  who  thinks 
about  getting  into  the  funds  business 
is  ready  for  it.  Stanley  Egener,  presi- 
dent of  Neuberger  &  Berman  Manage- 
ment, says:  "I  get  up  to  30  calls  a 
month  [about  breaking  into  mutual 
funds],  and  some  of  the  questions  are 
surprisingly  naive."  A  not  uncommon 
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THIS  YEAR, 
NEARLY  A  MILLION 
TONS  OF  LIMESTONE 
WILL  BE  SPIRITED  FROM 
BENEATH  THIS  CITY. 


Near  the  city  of  Indianapolis  lies  a  large  deposit  of  Class  / 
stone.  The  type  of  stone  that  produces  aggregate  needed  forhk  ^ 
skyscrapers  and  nearly  every  kind  of  construction  you  can  thinl 

Actually,  the  deposit  isn't  near  Indianapolis.  It's  165  feet  d  : 
beneath  it.  That  makes  it  an  excellent  source  of  aggregate  close  i 
major  market.  It  also  poses  a  major  problem  for  anyone  who  w 
get  it  out  without  disturbing  either  the  environment  or  the  live 
million  or  so  people  who  live  above  it. 

Martin  Marietta's  solution  was  to  build  a  622-foot,  waterpi\ 


ough  an  aquifer  to  get  to  the  stone.  Then  we  put  the  heavy 
it  underground. 

result?  A  mine  that  can  produce  nearly  a  million  tons  of 
a  year  without  disrupting  a  million  Indianapolitans. 
lartin  Marietta,  we  apply  the  same  creative  intelligence  to 
erials  that  we  bring  to  aerospace,  electronics,  communica- 
trmation  management  and  energy  systems, 
zuse,  even  in  mining  aggregate,  it  helps  to  have 
lind. 


6801  Rnckledge  Drive,  Bethesda,  Maryland  20817 

MASTERMINDING 

TOMORROW'S 

TECHNOLOGIES. 


An  industry  once  thought  to  be  dying  has  come  back  into  favor. 
Decontrol,  slashing  employee  numbers  and  computerization 
saved  the  day.  Now,  what  must  the  railroads  do  to  keep  it  up? 

Here  come 
the  truckhusters 


Union  Pacific's  classification  yard  at  North  Platte,  Neb. 
"The  brevM-even  point  is  very  high,  and  the  profitability  after  break-even  is  so  inelastic  it's  almost  a  straight  h  I 
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By  Jerry  Flint 


WW  hen  World  War  II  ended, 
Mm  1.4  million  people  manned 

W  U.S.  railroads.  This  year  that 
e  industry  will  carry  35%  more 
lage  than  it  did  four  decades  ago, 

with  only  300,000  workers, 
nks  to  huge  capital  investments, 
e  sensible  work  rules,  mergers 

abandonment  of  unprofitable 
k,  one  worker  today  does  the  work 
ice  took  six  to  do. 
be  chopping  continues.  Just  this 
ith  better  than  a  third  of  Union 
fie  Corp.'s  huge  $1.7  billion  pre- 
charge  was  a  reserve  for  more 
ipany-wide  labor  reductions  (the 
:eoffs  were  mostly  on  oil  proper- 
\.  Result:  bigger  future  profits, 
^cause  of  this  almost  incredible 


PhotOS  bv  Richard  !>erk 


explosion  of  productivity,  the  rail- 
roads, an  industry  that  predates  even 
the  smokestack  era,  have  not  only 
survived  but  flourished.  Whereas  the 
Dow  Jones  industrial  average  in- 
creased some  80%  over  the  past  de- 
cade, Standard  &.  Poor's  index  of  rail- 
road stocks  has  increased  some  200% . 
Instead  of  dying,  the  railroads  have 
shown  astounding  vigor. 

Sheer  productivity  has  made  the 
difference.  This  industry,  which  once 
reaped  most  of  the  nation's  freight 
dollars  and  just  a  quarter- century  ago 
accounted  for  20%,  currently  takes  in 
scarcely  12%.  Still,  the  railroads  re- 
main a  potent  force,  carrying  two- 
thirds  of  the  coal,  the  grain,  and  the 
cars  (trucks  and  barges  haul  the  re- 
mainder) and  about  half  of  the  house- 
hold appliances  and  half  of  the  food. 

But  what  now?  Strange 
though  it  may  seem,  the 
industry  has  not  yet  ex- 
hausted the  potential  for 
further  productivity 
gains.  Union  Pacific  had 
52,000  workers  four  years 
ago,  42,000  in  1984, 
37,600  by  the  end  of  the 
last  year.  Just  the  other 
day,  walking  down  the 
hall  at  Union  Pacific's 
Omaha  railroad  headquar- 
ters, a  Forbes  reporter 
asks  a  UP  man,  "How 
many  people  does  it  really 
take  to  run  this  railroad?" 

An  anonymous  white  col-   

lar  passing  by  whispers,  "Eight  hun- 
dred fewer  than  a  couple  months 
ago."  UP  is  offering  quit-bonuses  to 
cut  another  800  from  its  nonunion 
force  of  5,600. 

UP  wants  the  total  work  force  down 
by  another  7,000,  to  30,000,  over  the 
next  three  years. 

The  savings?  Figure  a  worker  costs 
$50,000  or  so  a  year,  and  that  adds  up 
to  $250  million  from  last  year's  chop- 
ping at  UP  alone,  and  another  $300 
million  savings  annually  if  the  figure 
gets  to  30,000  down  the  line.  Com- 
pare this  with  UP's  rail  operating  rev- 
enues last  year  of  $3.7  billion. 

Best  of  all,  a  continued  improve- 
ment in  productivity  gives  the  rail- 
roads the  possibility  of  reversing  the 
loss  of  market  share  and  winning  ad- 
ditional revenues,  which  would 
quickly  enrich  the  bottom  line.  "The 
unique  thing  about  a  railroad  is  that 
the  incremental  last  5%  to  10%  of  the 
business  is  where  you  make  the  mon- 
ey," says  Drew  Lewis,  the  new  chief 
executive  of  Union  Pacific  Railroad. 
"The  break-even  point  is  very  high, 
and  the  profitability  after  break-even 
is  so  inelastic  it's  almost  a  straight 


line  up."  He  adds:  "We  don't  have  to 
double  our  business  to  double  our 
profit.  Off  the  top  of  my  head,  a  25% 
increase  in  volume  would  more  than 
double  the  profits." 

After  all  these  years,  can  railroads 
really  win  some  business  back  from 
the  trucks?  Maybe.  Six  years  ago  Con- 
gress decontrolled  the  rails  with  the 
Staggers  Act.  It  has  taken  time  to  get 
the  hang  of  what  a  free  market  is 
about,  but  they  are  getting  their  act 
together  and  taking  it  on  the  road. 

They  don't  all  think  alike.  Norfolk 
Southern  wants  to  capture  the  East  by 
buying  Conrail.  CSX  is  turning  itself 
into  a  sea,  truck,  rail  transportation 
company.  Illinois  Central  Gulf  is  get- 
ting rid  of  its  feeder  lines.  Some  favor 
longer  trains,  some  favor  short  ex- 
press runs,  some  favor  buying  truck- 


UP's  electronic  controls 
Touch  the  screen,  throw  a  switch. 


ers,  some  favor  working  deals  with 
independents.  Some  seek  acquisi- 
tions, like  Union  Pacific,  which  is 
trying  to  buy  the  Missouri-Kansas- 
Texas  Railroad  for  $110  million.  But 
they  all  seem  to  think  there's  a  world 
full  of  trucks  to  conquer  out  there, 
and  they  want  to  go  for  it.  This  is  an 
industry  no  longer  insulated  or  domi- 
nated by  public-utility-type  thinking. 

UP,  always  one  of  the  better-run 
roads,  is  typical  of  the  new  spirit.  It 
has  enough  equipment  to  run  more 
freight,  lots  more. 

"We've  been  checking  out  key 
points  on  the  Interstate.  Rock 
Springs,  Wyo.,  on  1-80,"  says  Patrick 
Barrett,  UP  executive  vice  president. 
"We  interviewed  drivers  at  the  truck 
stop,  trying  to  get  a  feel  for  the  types 
of  cargo.  We  have  people  chasing 
down  leads  now."  It's  part  of  a  pro- 
gram called  "Truckbuster." 

So  how  do  they  get  new  business? 

Example:  This  month  a  new  ex- 
press run  between  Portland  and  Sect- 
tie  starts — one  train  a  day  each  way, 
up  to  50  trailers,  mixed  freight.  The 
union  is  allowing  a  two-man  crew, 
instead  of  the  usual  four  or  five, 
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New  technology:  the  double-stacks 

Next  come  trailers  that  can  ride  the  rails  and  the  highways. 


which  means  saving  more  than 
$100,000  a  year  on  this  run.  "If  we  can 
fill  up  one  train,  we'll  start  a  second," 
says  George  Craig,  senior  vice  presi- 
dent-marketing and  sales.  UP  is  ask- 
ing its  unions  for  more  reduced-crew 
runs  between  Chicago  and  Dallas  and 
between  Denver  and  Kansas  City. 

Example:  Union  Pacific  takes  grain 
hopper  cars  that  used  to  run  back 
empty  from  the  Gulf  and  fills  them 
with  fertilizer  heading  north.  "It's  a 
pretty  low  rate,  but  we  can  compete 
with  the  barges,"  says  Barrett.  "The 
real  key  to  this  is  Staggers  [decontrol]. 
Say  we  wanted  to  make  a  rate  to  fill 
those  empties  with  fertilizer  from  a 
customer  before.  We  had  to  put  it  on  a 
public  docket  and  publicize  our  inten- 
tions. Everybody  and  his  brother 
would  come  in.  Other  fertilizer  and 
chemical  people  would  protest  that 
we  couldn't  do  that  for  Cargill  unless 
we  gave  them  a  related  rate  for  all 
their  locations,  even  if  they  had  noth- 
ing to  do  with  the  deal  to  fill  our 
empties.  Grain  people  might  protest 
that  it  could  mean  a  shortage  of  cars 
for  them.  Or  the  special  rates  would 
be  used  in  complaints  about  'unrea- 
sonably' high  rates  somewhere  else. 
The  easy  way  was  to  just  walk  away. 

"Now  we  do  different  deals  with 
different  customers.  We  don't  have  to 
give  the  store  away,  but  we  can  deal  to 
cover  short-term  variable  costs." 

Example:  a  just-in-time  run  across 
the  whole  country  to  supply  the 
Toyota-General  Motors  plant  in  Fre- 
mont, Calif.  Trucker-partners  pick  up 
auto  parts  from  17  locations  in  the 


Midwest,  haul  to  Chicago  where  the 
Chicago  &  Northwestern  rails  them 
to  Nebraska,  where  UP  takes  over  to 
Fremont,  near  San  Francisco. 

"We  can  change  prices  three,  four 
times  a  day  to  stay  competitive"  with 
truckers  in  the  fruits  and  vegetables, 
says  Craig.  "In  the  old  days  we  pub- 
lished a  tariff  for  the  whole  season. 
This  is  a  hell  of  a  lot  more  fun." 

That's  Union  Pacific  in  the  West. 
Here's  Illinois  Central  Gulf  in  the 
Midwest.  "We  had  a  sale  here  last 
summer,  sight  unseen,  25%  off  your 
truck  bill  if  you  ship  with  a  boxcar. 
We  wanted  to  see  if  there  was  any 
price  out  there  that  will  shift  freight 
from  truck  to  boxcar,"  says  Douglas 


Hagestad,  senior  vie 
president-marketing.  "Vi 
found  five,  six  little  mov< 
ments.  One  was  broom 
stick  handles  from  tl 
Gulf  up  into  the  Midwes 
We  had  been  out  < 
broomstick  handles  ft 
years.  We  didn't  pick  up 
lot  of  business,  but  we'w 
learned  something  abou 
our  customers. 

"We  wouldn't  hav 
done  that  before.  The  pr« 
mium  was  on  not  makiq 
mistakes,  because  mi: 
takes  were  hard  to  f 
Someone  would  have  s 
'Gotcha,'  the  ICC  woul) 
have  investigated,  som< 
one  would  have  lost  hi 
job  for  doing  somethirj 
stupid." 

Flere's  CSX,  running  ii 
the  East.  Four  years 
the  railroad  invented  th 
Orange  Blossom  Special, 

  fast  run  from  Florida  t 

win  northbound  fruit  and  vegetabl 
traffic  from  the  trucks.  Union 
chipped  in  with  givebacks. 

After  four  seasons  the  Orange 
som  Special  has  only  8%  to  9%  of  th 
business  and  probably  is  close 
breaking  even.  In  short,  it's  no  rousini 
success.  But  instead  of  quitting,  CS] 
is  turning  up  the  pressure,  expandin 
the  run,  connecting  it  with  ConraL 
running  by  Philadelphia,  and  bringini 
the  perishables  up  to  New  York  City' 
edge  instead  of  ending  the  train 
Delaware,  where  it  used  to  end,  be 
cause  that's  where  CSX  runs  out 
track.  The  Special  will  also  run 
year  now  instead  of  just  during  ai 
eight-month  growing  season. 


Where  the  leverage  is 

Railroading  means  big  capital 
investment  and  high  labor  costs. 
But  more  tracks  and  locomotives 
aren't  needed  to  carry  more  freight 
Thus  an  increase  in  revenue  ton- 
miles — a  ton  of  paying  freight 
carried  a  mile — is  likely  to 
produce  a  much  larger  increase  in 
operating  income.  The  reverse  is 
true,  too.  A  drop  in  revenue  ton- 
miles  produces  sharper  profit 
declines.  But  cost  reductions 
reduce  the  risk.  At  right,  some 
cases  in  point. 
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"Cooperating  with 
inrail,  we're  cutting  in- 
stment  and  cutting 
sts,  going  after  New 
irk,  Florida,  Atlanta, 
jch  like  a  trucker,  ig- 
ring  where  our  tracks 
d,"  says  Mac  Sander,  a 
IX  vice  president,  who 
hunting  for  dry  freight 
carry  north  when  the 
rishables  are  finished, 
rhe  new  industry  con- 
ct  pattern  with  the  rail 
ions  has  enough  con- 
isions  to  raise  produc- 
ity  and  hold  total  labor 
its  steady  or  even  cut 
;m,  despite  10.5%  in 
}  increases  over  four 
irs,  says  Thomas  Watts, 
"s  labor  vice  president, 
e  long-notorious  rail- 
id  featherbedding  isn't 
ended,  but  the  unions 
eed  to  start  eliminating 
Firemen,  unneeded  for 
;ades,  for  example,  will 
ally  go  by  attrition,  eventually  sav- 
;  UP  $45  million  to  $50  million  a 
ir.  "Arbitraries,"  the  bits  of  extra 
t  for  little  or  no  work — like  extra 
r  for  every  minute  a  train  is  late — 
being  eliminated  or  reduced.  "He 
e  union  worker]  has  to  work  5% 
ire  to  get  the  same  money  he  got 
ore"  in  the  new  contract,  says 
tts.  His  reward:  a  more  secure  job. 
Vatts  adds:  "The  unions  recognize 
t  we  must  make  changes.  We've 
lly  seen  some  breakthroughs  in  the 
t  months.  It  won't  change  the  pres- 
,  but  the  future." 

^  surge  of  technology  also  provides 
unds  for  optimism.  There  are  com- 
er systems  such  as  UP's  TCS,  for 


Drew  Lewis,  new  boss  of  Union  Pacific's  railroad. 
Making  problems  is  what  he  aims  to  do. 


transportation  control  system,  which 
arranges  individual  train  movements, 
provides  switching  instructions,  han- 
dles car  ordering.  Anything  that 
makes  for  better  handling  of  the 
equipment  means  big  savings. 

Here's  why.  The  industry's  freight 
cars  run  loaded  about  15  billion  miles, 
earning  $25  or  so  billion  in  revenues 
and  $2.4  billion  pretax  operating  in- 
come last  year.  But  those  freight  cars 
run  empty  another  10  billion  miles, 
costing  more  than  $3  billion.  Even  a 
10%  saving  is  $300  million. 

The  next  step  in  this  electronic 
game  is  to  make  the  trains  subject  to 
computer  control,  which  means  using 
electronic  locators  along  the  track,  or 


possibly  a  satellite-directed  locator. 
The  master  computer  at  headquarters 
would  make  decisions  on  optimum 
speed,  and,  if  necessary,  take  control. 
Union  Pacific  figures  it  will  cost  $100 
million  to  $150  million  to  install  such 
a  system  on  its  line  over  ten  years, 
and  produce  $50  million  to  $70  mil- 
lion savings  a  year.  The  hardware  is 
off  the  shelf,  basically  waiting  for  a 
government-industry  okay. 

With  such  a  system  you  wouldn't 
need  a  crew.  "It's  easier  than  driving  a 
car,  you  don't  have  to  steer,"  a  Union 
Pacific  official  says.  "But  you  need 
someone  to  watch  for  reckless  drivers 
at  crossings,"  a  visitor  says.  "No,  we 
can  blow  the  horn  automatically,  and 
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CSX"  Orange  Blossom  Special 

it's  captured  8%  to  9%  of  the  northbound  Florida  produce  traffic,  but  that's  not  enough. 


Ran*-  TaylofBUck  Su  I 


we  can't  stop,  anyway,"  he  replies. 
There  won't  be  crewless  trains,  but 
with  such  systems  one-man  crews  are 
possible  and  two-man  crews  are  like- 
ly, compared  with  four  or  five  today. 

Beyond  that  there  are  new  types  of 
cargo  haulers.  Double-stack  boxes,  for 
example — one  piggyback  container 
atop  another — mean  twice  the  load 
without  more  effort.  They  are  coming 
into  service  in  moving  ocean  cargo 
inland.  There  is  also  a  new  generation 
of  combination  trailers  that  can  ride 
both  the  rails  and  the  highways,  Road- 
Railer  and  Railmaster,  being  tested 
and  used.  (Last  month  the  Santa  Fe 
took  a  strike  over  the  right  to  show 
how  much  time  and  labor  could  be 
saved  with  these  new  cars.) 

Railroad  men  get  a  sense  of  excite- 
ment when  they  start  talking  about 
the  technology. 

Edward  Kreyling  of  the  Norfolk 
talks  about  the  "Iron  Highway,"  an 
articulated  integral  train  concept  us- 
ing a  1,000-foot-long  hauling  plat- 
form, with  the  tracks  depressed  at  the 
terminal  so  the  flatcars  are  at  the  level 
of  the  highway  for  roll-on,  roll-off 
loading.  "I'm  more  excited  about  this 
particular  thing  than  anything  I've 
seen  in  30  years,  since  we  put  autos 
on  multilevel  cars." 

"I'm  very  optimistic  for  our  railroad 
business,"  says  Chairman  William 
Cook.  Union  Pacific's  corporate  chief 
executive,  who  will  be  succeeded  by 
Drew  Lewis  once  Lewis  learns  his 
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way  around  the  railroad  and  the  com- 
pany. Lower  oil  prices  could  be  part  of 
that,  since  UP  spent  $360  million  for 
its  diesel  fuel  last  year,  paying  an  av- 
erage 78  cents  a  gallon.  Figure  the 
first-quarter  bills  didn't  drop  much 
because  of  old  contracts,  but  UP  is 
probably  paying  40  cents  to  50  cents  a 
gallon  now,  which  could  add  up  to 
$50  million  or  so  in  savings,  depend- 
ing. Then  there  are  5,000  fewer  em- 
ployees than  at  the  start  of  last  year. 

Are  the  railroads  about  to  become  a 
growth  industry  again?  As  we  said 
earlier:  Maybe.  Big  problems  re- 
main— as  they  must  for  an  industry 
that  traces  almost  to  the  start  of  the 
Industrial  Revolution  and  predates 
the  internal  combustion  engine.  It's 
easy  to  get  carried  away  with  the  ex- 
citement. In  fact,  the  railroads  are  do- 
ing well,  but  so  far  by  cutting  costs. 
The  truckers  are  tough,  and  falling 
fuel  prices  make  them  more  competi- 
tive. And  trucks  just  happen  to  be 
great  for  moving  goods,  fast,  cheap 
and  efficient — pick  it  up  at  your  door 
and  drop  it  where  you  want  it 
dropped.  As  someone  said,  how  many 
container  ships  would  cross  the  At- 
lantic if  there  were  an  interstate  high- 
way between  Rotterdam  and  Boston? 

Some  items,  heavy,  bulky  materials 
especially,  do  move  more  efficiently 
by  rail.  But  the  big  railroad  customers 
of  yesterday,  like  steel,  aren't  what 
they  used  to  be,  and  the  fast-growing 
services  don't  need  boxcars,  at  least 


not  as  many.  "Now  we've  got  micro! 
wave  ovens  and  word  processors 
Railroads  are  best  for  commodities 
that  are  very  heavy,  and  not  susceptii 
ble  to  damage,  like  wheat,  100  tons  in 
a  car;  100  tons  of  word  processors  an 
a  lot  of  word  processors,"  says  Kreyl| 
ing,  the  Norfolk  Southern  vice  presij 
dent.  "The  trouble  is,  railroads  art 
still  losing  market  share  in  probabhj 
everything  but  coal.  It's  going  to  take 
a  bigger  change  than  we  have  seefl 
so  far." 

And,  of  course,  all  bets  are  off  urn 
less  labor  costs  continue  to  comfi 
down.  "Not  excessive  labor  costs  ii| 
terms  of  what  people  are  making,  bul 
excessive  people  who  are  not  being 
productive,"  says  UP  Railroad  chiej 
Drew  Lewis.  "I'm  going  to  go  for  itj 
To  do  that  is  going  to  create  some 
problems  within  the  organization.  It's 
going  to  create  some  problems  in  the 
bargaining  unit." 

But  the  turmoil  has  a  purpose. 
"There's  a  lot  of  leverage  in  the  raili 
road  results,"  UP  Corp.  Chairman 
Cook  adds.  "We've  taken  a  lot  [ol 
costs]  out,  and  aim  to  be  the  low-cost 
provider  of  transportation  servicesj 
That  gives  us  the  ability  to  compete 
for  increased  business.  I  expect  that; 
we'll  have  an  appreciable  increase  in 
[operating]  earnings  this  year." 

In  today's  mercilessly  competitive 
economy,  any  business  that  can  bej 
the  low-cost  provider  of  a  service  has 
a  good  future.  ■ 
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Today,  is  there  anything  your  business  depends  on  more  than  your 
munications  and  information  management  systems? 
At  AT&T,  we  know  how  important  their  reliability  is  to  you. 

We  know  that  if  you're  out  of  touch,  you  Ye  out 
>usiness. 

To  us,  that's  a  big  responsibility  That's  why  the  computers  that  run 
\T&T  long  distance  network  are  built  to  average  just  one  hour  of 
ntime  every  20  years  (99.999995%  reliable). 

It's  why  AT&T  products  go  through  more  quality  checks  than  any- 
t  else's.  It's  why  we  offer  24-hours-a-day  monitoring  of  our  major 
ness  systems.  And,  of  course,  it's  why  we  have  such  an  experienced 
dedicated  service  force.  Not  just  because  our  business  depends  on 
ut  because  yours  does,  too. 

To  find  out  more,  call  1  800  247-1212,  Ext.  44. 

Whether  it's  telephones,  information  or  network  systems,  long 
ince  services  or  computers,  AT&T  is  the  right  choice. 

AT&T 

The  right  choice. 


The  lure  of  running  his  own  show  can 
even  draw  a  man  like  Dave  Newstadt  into 
the  Great  Walnut  and  Noodle  War. 


Growing  pains 


By  Ellen  Paris 


Would  you  take  on  what  Da- 
vid R.  Newstadt  has  taken  on 
to  become  a  chief  executive 
officer?  Newstadt  recently  left  a  top 
job  at  a  billion-dollar  subsidiary  of 
CPC  International  in  New  Jersey  and 
uprooted  his  vociferously  objecting 
family  to  become  chief  executive 
of  Sun-Diamond  Growers  of  Cali- 
fornia. True,  Sun-Diamond  is  one 
of  the  biggest  farmers'  coopera- 
tives in  the  country,  but  its  reve- 
nues last  year  were  only  about 
half  a  billion  dollars,  almost  half 
of  which  it  returned  to  its  grower- 
members  in  crop  payments  and 
profits.  Its  business:  processing 
and  marketing  Sun-Maid  raisins, 
Sunsweet  prunes  and  juices,  Dia- 
mond walnuts  and  lesser-known 
brands  of  figs  and  hazelnuts. 

A  cushy  job,  you  say?  Guess 
again.  Newstadt  is  getting  a  hor- 
net's nest.  He  walked  in  May  1, 
right  after  some  30%  of  the  co- 
op's raisin  growers  walked  out.  It 
seems  Sun-Maid  had  somehow 
returned  $27.3  million  too  much 
to  growers  for  their  raisins,  over  a 

period  of  three  years.  What  actu-   

ally  happened  is  yet  to  be  revealed. 
Some  hint  darkly  that  the  previous 
chief  executive  and  cofounder  of  the 
co-op  in  its  present  form,  hardwork- 
ing, autocratic  Frank  Light,  had 
fudged  the  books  to  make  his  new  co- 
op structure  look  more  profitable 
than  it  was.  That,  presumably,  would 
make  growers  think  his  co-op  more 
attractive  than  those  of  competing 
packers. 

Light,  fired  last  December,  says  he 
was  misled  by  his  managers.  Either 
way,  the  shortage  must  be  made  good, 
and  thousands  of  recipients  have  had 
their  past  equity  frozen  by  the  co-op 
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to  offset  the  overpayments.  Other 
nonexistent  or  overstated  items  on 
the  books  have  run  Sun-Diamond's 
total  shortage  to  $60  million. 

Meanwhile,  Light  is  suing  the  co-op 
for  $26  million — as  balm  for  his  alleg- 
edly "ruined"  reputation — and  seeks 
compensatory  damages  of  over  $1 
million  for  loss  of  supplemental  re- 


Sun 
His 


Diamond's  David  Newstadt 
own  show,  plus  headaches. 


tirement  benefits  that  Sun-Dia- 
mond's board  of  directors  had  award- 
ed him  shortly  before  the  deficiencies 
came  to  light.  The  co-op  is  suing 
Light.  Coopers  &  Lybrand,  which 
conducted  the  outside  audits  that 
missed  the  shortages,  is  suing  Sun- 
Diamond  for  $27  million  to  pay  for  its 
allegedly  bruised  reputation,  and  pu- 
nitive damages — it  says  the  audits  it 
was  hired  for  didn't  include  the  key 
records  involved — and  Sun-Diamond 
is  suing  the  accountants.  The  co-op  is 
so  short  of  money  it  had  to  chop  12 
employees  and  refinance  $40  million 
of  unsecured  debt  even  before  its  new 


02 

chief  could  take  over. 

Then  there's  the  raisin  glut.  An 
jump  in  California  grape  growirj 
amid  the  wine  boom  has  swamped  tl 
raisin  market  and  driven  the  pric 
down  from  $1,300  per  ton  to  aroun 
$800.  A  federal  marketing  order 
protect  growers  from  such  troubles 
of  only  limited  help. 

Not  enough  trouble  for  you?  Sui 
Diamond  processes  54%  of  the  rn 
tion's  walnuts,  another  troubled  ma 
ket.  An  $11  million  overvaluation  < 
the  10,000  tons  of  unshelled — and  ur 
sold — walnuts  stored  in  enormou 
sheds  on  Stockton,  Calif. 's  south  sid 
had  a  lot  to  do  with  Light's  suddei 
and  unhappy  departure 

Next,  the  Great  Walnut  and  NoodJ 
War.  U.S.  citrus  growers,  smartinj 
from  European  Common  Market  di^ 
crimination,  talked  Washington  int 
a  retaliatory  40%  tariff  on  Europea 
pasta.  Europe  counter-retaliated  wit 
a  30%  tariff  on  walnuts  in  the  midi 
of  last  year's  key  holiday  shipping  se 
son,  largely  offsetting  help  gaine 
from  the  declining  dollar. 

For  all  this  trouble,  Newstadt 
cheerful  guy  with  a  shirtsleeves  stylf 
determinedly  looks  on  the  brigh 
side.  "It's  advantageous  to  join 
company  in  what  looks  like 
particularly  dangerous  period, 
he  says.  "The  difficulties  offe 
me   the  opportunity   to  mak 
changes  that  could  not  be  at 
tained  otherwise." 

For  this  and  a  "considerabl' 
higher  salary"  than  he  received  a 
CPC  Newstadt  reneged  on  a  long 
standing  deal  with  his  wife:  H| 
could  take  any  job  he  wanted  a 
long  as  his  family  didn't  have  u 
move  from  its  home  in  Colonic 
N.J.  Newstadt,  56,  had  spent  1 
years  with  food  giant  CPC  Inter 
national,  the  last  5  of  them  a 
president  of  the  Best  Foods  U.S 
subsidiary  and  executive  via 
president  of  Best  Foods  of  Nortl 
America.  When  the  chance  final 
ly  came  to  be  the  boss  of  his  owi 
company,  he  renegotiated  with  hii 
wife  and  daughter. 

Newstadt  says  that  it  is  too  soon  tfl 
say  what  changes  he  will  institute  a| 
Sun-Diamond — and  even  too  soon  tc 
talk  about  financial  controls.  But  hd 
has  made  one  essential  change  al- 
ready. Last  month  he  moved  the  con* 
pany's  headquarters  from  Stockton, 
the  gritty  home  of  much  of  the  state's 
agribusiness,  to  the  marketing  offices 
in  Pleasanton,  only  a  45-minute  drive 
down  the  freeway  from  cosmopolitai 
San  Francisco.  Explains  Newstadt; 
sheepishly:  "There  was  no  way  I  coulc  ■ 
have  sold  my  family  on  Stockton."  ■  I 
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Economy 
In  1986 

Giuseppe  Oldani  •  Business  Editor,  Panorama 


The  big  news  out  of  Italy  in  1986  is  that  the  word  "crisis" 
>  disappeared  from  the  vocabulary  used  by  Italian  politicians  and 
sinessmen  when  they  talk  about  the  Italian  economy 


I  efforts  of  Italy's  socialist  Prime 
:er  Bettino  Craxi,  at  the  head  of  the 
government  for  nearly  three  years 
-time  record  in  postwar  Italy),  to 
ie  country  a  new  international 
!,  seems  to  have  been  crowned  with 
5S.  The  lira  is  holding  up  extremely 
n  all  international  markets  and  such 
g  Italian  companies  as  Fiat,  Olivetti, 
le  Ferruzzi  Group  succeeded  in  sign- 
estigious,  international  joint  ventures 
ikeovers. 

I  major  point  of  interest  for  those 
ollow  the  Italian  economy  is  the 
in  inflation:  In  1985,  the  country's 
I  inflation  rate  dropped  below  a 
e-digit  figure  for  the  first  time  since 


1972,  settling  at  a  rate  of  about  "9-plus" 
percent.  And  the  outlook  for  1986  is  even 
more  optimistic. 

As  things  are  shaping  up,  it  looks  as  if 
that  alarming,  worrisome  picture  of  Italy 
as  a  country  with  an  annual  15-20  percent 
inflation  rate  will  have  to  be  stored  in  the 
attic  of  antiquated  concepts. 

The  question  of  who  or  what  should  get 
the  credit  for  the  sharp  drop  in  Italy's 
inflation  rate  and  the  parallel  pickup  in  the 
national  economy,  which  produced  a  2.8 
percent  growth  in  the  country's  1985  gross 
national  product  (GNP)  and  promises  a 
further  3  percent  or  so  rise  in  1986  is  being 
debated  throughout  the  country.  How 
about  the  stability  of  the  Craxi  government, 


in  power  for  nearly  three  years.  Or,  the 
favorable  trend  in  the  world  economy, 
which  led  to  the  sharp  drop  in  the  inter- 
national price  of  crude  oil  and  most  other 
primary  raw  materials?  Or,  the  favorable 
trend  in  international  currency  exchange 
rates,  which  has  led  to  the  sharp  drop  in  the 
lira-U.S.  dollar  exchange  rate,  which  also 
benefits  Italy's  balance  of  payments? 

Perhaps  it  might  be  best  to  let  the  facts 
speak  for  themselves.  According  to  a  fairly 
recent  Bank  of  Italy  estimate,  every  $1 
drop  in  the  international  price  tag  on  a 
barrel  of  crude  or  every  100-lira  drop  in 
the  lira-dollar  exchange  rate  means  a 
1,000-billion  lire  improvement  in  Italy's 
balance  of  payments.  Thanks  to  these 


developments  internationally,  initial  fore- 
casts predicting  a  balance-of-payments 
deficit  in  the  area  of  10,000  billion  lire  in 
1986  have  been  tossed  out  the  window. 
The  country's  most  authoritative  economic 
research  institutes  are  now  forecasting 
parity  for  the  year. 

Over  the  past  few  months,  there  has 
been  increasing  awareness  of  the  prob- 
lems and  increasing  support  of  the 
"economic  development  challenge" 
launched  by  the  Italian  business  commun- 
ity. Perhaps  a  bit  more  psychological  than 
practical  has  been  the  change  in  public 


I      I     M    L  I 

opinion  toward  the  world  of  business  and 
finance  and  even  toward  the  profit 
motive.  Just  a  few  short  years  ago,  trying 
to  manage  a  factory  was  an  extremely 
tough  job,  the  "revolt"  against  big 
business  extremely  widespread,  and 
"protests"  against  corporate  profits 
commonplace  in  vast  areas  of  the  Italian 
political  and  labor  community.  Since  then, 
an  almost  miraculous  change  in  the  general 
public's  attitude  toward  the  world  of 
business  seems  to  have  taken  place. 

A  positive  sign  of  the  times  coming 
from  the  Italian  business  community  is 


The  bank  of  the  results 

Balance  sheet  1985  •  156 ih  Financial  Year 

On  March  26th  the  ordinary  General  Meeting  of  Cassa  di  Rispar- 
mi  e  Depositi  di  Prato  approved  the  1985  balance-sheet  showing 
the  following  results: 


Total  assets 

Lit. 

3,946 

billion 

Total  deposits 

Lit. 

3,126 

billion 

Net  income 

Lit. 

29 

billion 

Equity  after  distribution 
of  income 

Lit. 

223 

billion 

Gross  dividend  applicable  to  each  saving  share  Lit.  12,000 
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record  profits,  a  result  of  the  favorable 
international  economic  scene  and  the 
highly  successful  restructuring  programs 
recently  completed  by  many  Italian  firmi 
Still  another  positive  sign  is  the  new 
attitude  of  the  Italian  who  saves  money 
toward  investing  in  industry  through  the 
stock  market  and  mutual  funds. 

The  big  story  of  1985  and  the  first  half 
1986  is  the  massive  entry  of  the  general 
Italian  public  into  the  stock  market 
through  "new  for  Italy"  mutual  funds  or 
by  direct  investment  in  the  "Bourse."  Th 
rush  to  the  market  during  the  course  of 
1985  provoked  a  doubling  of  the  average 
market  quotation  by  the  end  of  the  yean 
followed  by  a  further  60-70  percent  rise 
during  the  first  half  of  1986.  But  perhaps 
most  important,  such  entry  into  the 
market  allowed  major  Italian  corporate 
to  increase  their  capital  shareholdings  by 
floating  new  stock  or  financing 
investments  or  acquisitions  by  selling 
shares  of  subsidiary  companies. 

The  question  of  economic  growth 
appears  to  be  left  in  the  hands  of  Italian 
business  and  enterprise  and  their  ability 
to  produce  the  new  profits  necessary  to 
finance  the  investments  to  improve  their 
production  cycle,  their  range  of  products 
and  their  place  on  world  markets.  A 
recent  study  analyzing  the  financial  tren 
of  50  or  so  leading  Italian  companies, 
comparing  1985  data  with  those  of  the 
two  preceding  years,  indicates  that,  for  < 
practical  purposes,  profits  for  these  coi 
panies  have  tripled  since  1983. 

Fiat,  Italy's  number-one  corporation 
and  owned  by  the  Agnelli  family,  for 
example,  had  closed  its  books  in  1983  wi' 
a  profit  of  253  billion  lire,  profits  which 
rose  to  roughly  600  billion  lire  in  1984  anc 
which  broke  through  the  magic  1,000-billi 
lira  barrier  in  1985.  A  major  part  of  the 
credit  for  the  sharp  rise  in  profits  must  go 
to  the  corporation's  success  in  turning  to 
automaking  subsidiary,  "Fiat  Auto,"  into  a 
money-making  proposition.  The  compan 
which  vies  with  Volkswagen  for  the  numb 
one  spot  in  auto  sales  in  Europe,  chalked 
up  profits  topping  400  billion  lire  in  1985. 

.Vittorio  Ghidella,  Fiat  Auto  managing 
director  and  the  man  who  tried,  albeit  ui 
successfully,  to  work  a  deal  with  Ford  to 
put  together  the  biggest  automaking  con 
bine  heretofore  seen  in  Europe,  says  that 
Fiat  Auto's  efforts  to  improve  productivit 
will  continue  in  the  coming  years,  with 
investments  even  more  incisive  than  in  th 
past.  But  1985  was  a  good  year  for  Fiat 
over  and  above  the  excellent  financial 
results  scored  by  Fiat  Auto. 

Though  the  agnelli  family 

star  continues  to  shine  with  exceptional 
brightness  in  the  Italian  business  firma- 


ment,  there  is  another  star  coming  up  fast 
with  ambitions  to  shine  at  least  as  brightly: 
that  of  Carlo  De  Benedetti,  president  of 
Olivetti.  With  a  master's  eye  for  what  the 
marketplace  wants  and  an  exceptional 
talent  for  timing,  De  Benedetti  has  headed 
a  series  of  business  coups  over  the  past 
few  months  that  are  extremely  important. 

For  one,  he  bought  a  controlling  interest 
in  IBP  Buitoni  Perugina,  one  of  Italy's  most 
important  companies  operating  in  the 
area  of  food  and  confectionery.  He  signed 
a  contract  with  IRI  (Italy's  most  important 
state-owned,  multi-interest  holding  com- 
pany) to  acquire  a  controlling  interest  in 
the  IRI  food  industry  holding  company 
subsidiary  called  SME,  which,  in  turn, 
meant  a  controlling  interest  in  a  series  of 
major  Italian  food  companies,  including 
Cirio  and  the  country's  two  biggest  "pane- 
tone"  Christmas  cake  companies,  Motta 
and  Alemagna.  (Implementation  of  this 
latter  contract  is  still  very  much  up  in  the 
air  due  to  political  interference  by 
De  Benedetti  enemies,  a  problem  De 
Benedetti  seems  fully  willing  to  tackle  in 
Italian  courts  though  it  may  take  years  to 
win  his  case.)  He  strengthened  his  minority 
position  in  Pirelli  (Italy's  largest  tire  and 
rubber  cable  company)  through  a  stock- 
holding syndicate  deal  that  will  give  him  a 
seat  on  the  Pirelli  board  of  directors;  he 
bought  an  important  share  in  a  French 
company  called  Valeo,  one  of  Europe's 
most  important  manufacturers  of  com- 
ponents for  the  automotive  industry;  and 
he  purchased  a  controlling  interest  in  an 
Italian  insurance  company  called  Latina, 
promising  to  improve  sharply  its  position 
on  the  Italian  market. 

The  most  important  company  in  the  De 
Benedetti  Group,  however,  continues  to 
be  Olivetti,  an  outfit  that  proceeds  with 
its  head  held  high  in  its  steady  march  to 
success.  The  electronics  and  office  equip- 
ment combine,  headquartered  in  the 
Piedmontese  provincial  town  of  Ivrea,  in 
fact,  reported  record  profits  topping  the 
500-billion-lire  mark  in  1985,  up  sharply 
from  the  295  billion  lire  chalked  up  in  1983 
and  the  356  billion  lire  reported  in  1984. 

ANOTHER  ITALIAN  COMPANY 
that  made  business-page  headlines  this 
year  was  Ferruzzi,  Italy's  number-one 
"agribusiness''  combine,  which  successfully 
completed  its  takeover  bid  to  gain  control 
of  the  French  sugar  industry  giant,  Beghin- 
Say.  and  is  trying  hard  to  win  a  place  for 
itself  on  the  U.K.  market.  Far  and  away 
Europe's  most  important  sugar  industry 
combine,  Ferruzzi,  under  the  dynamic 
management  of  Raul  Gardini  (married  to 
one  of  the  daughters  of  the  company's 
founding  father,  Serafino  Ferruzzi),  is 
rapidly  moving  into  a  new  area  of  the 


agriculture  business,  already  proven  suc- 
cessful in  the  U.S.  by  Missalco  of  New 
Orleans,  and  which  could  prove  even 
more  successful  in  Western  Europe, 
where  the  EEC  is  faced  with  the  problem 
of  how  to  deal  with  mountains  of  surplus 
agricultural  production  from  wheat  and 
wine  to  sugar  beets. 

What's  it  all  about?  Simple!  The  idea  is 
to  produce  lead-free  gasoline  by  adding 
ethanol,  a  product  obtained  by  distilling 
cereals  or  other  agricultural  products. 
The  only  problem:  the  extremely  high 
cost  of  the  operation  (plant  and  distilla- 
tion equipment),  highly  contrasted  by  the 
low  cost  of  international  oil  and  petro- 
chemical interests,  but  which  could  be 
financed  by  the  EEC  or  its  members  in  the 
context  of  farm  aid  programs  designed  to 
reduce  the  EEC's  towering  mountains  of 
agricultural  surplus. 

In  the  context  of  its  "operation,"  Ferruzzi 
has  been  extremely  active  in  expanding 
and  consolidating  its  network  of  financial 
and  business  alliances.  For  one,  it  has  pur- 
chased a  2-3  percent  interest  in  Montedi- 
son, Italy's  leading  chemical  combine. 

Other  newcomer  stockholders  in 
Montedison  include  Salvatore  Ligresti,  the 
project  engineer  and  builder  who  owns  a 
controlling  interest  in  an  important  Italian 
insurance  company  called  SAI,  and  Gianni 
Varasi,  an  entrepreneur  who,  after  "mak- 
ing it"  in  paints  and  varnishes,  decided  to 
move  into  high  finance.  Varasi,  working 
through  Mediobanca,  Italy's  IRI-controlled 
merchant  bank,  managed  to  purchase  a  10 
percent  share  in  Montedison  to  become 
its  leading  single  stockholder. 

Montedison's  turnaround  from  a  money- 
losing  to  a  profit-making  company,  under 
Schimberni's  hard-nosed  management,  is 
another  one  of  the  major  highlights  of  the 
Italian  business  scene  over  the  past  few 
years,  characterized  by  the  "financial 
comeback"  of  most  key  Italian  private 
businesses.  Montedison  losses  in  1982 
amounted  to  an  enormous  860  billion  lire, 
a  figure  that  dropped  sharply  in  1983  to 
300  billion  lire  as  Schimberni's  initial 
"medical"  efforts  began  to  pay  off.  Losses 
were  cut  even  further  in  1984,  but  the 
turnaround  came  last  year  when  the  cor- 
poration moved  back  into  the  black  and 
Schimberni  and  his  management  team 
were  able  to  announce  that  the  corpora- 
tion had  closed  its  1985  books  with  a 
100-billion-lire  profit,  a  result  that  assumes 
even  greater  importance  in  view  of  the 
promising  profit  growth  prospects 
forecast  for  1986. 

Another  major  highlight  of  the  year 
1985,  considered  a  magic  one  for  Italian 
corporate  earnings,  was  the  contribution 
to  the  "favorable  trend"  made  by  an 
Italian  state-owned  enterprise.  IRI,  Italy's 
biggest  and  most  important  state- 


controlled  multi-interest  holding  compa 
made  substantial  strides  in  improving  th 
financial  situation  in  most  of  its  manifold 
subsidiary  areas. 

The  IRI  financial  picture  today,  even 
without  indulging  in  excessive  optimism,! 
much  different.  Among  the  most  impor 
tant  improvements,  according  to  the 
experts:  (I)  IRI's  gross  operating  margin  i 
1985  rose  to  8,800  billion  lire  compared 
with  7,600  billion  lire  in  1984.  (2)  There 
was  a  significant  drop  in  IRI's  annual 
interest  rate  payment  burden,  which 
dropped  below  the  5,000-billion-lire  ma 
in  1985  for  the  first  time  in  four  years, 
amounting  to  II  percent  of  gross  sales 
compared  with  18  percent  of  sales  in 
1982.  (3)  The  1985  IRI  financial  statemen] 
revealed  a  substantial  increase  in  amor- 
tization funding,  a  policy  that  contribute 
to  more  than  doubling  the  group's  cash 
flow  position,  up  from  1,731  billion  lire  in 
1984  to  3,563  billion  lire  in  1985.  (4)  Thei 
makeup  of  IRI's  capital  investment  port- 
folio has  also  improved  substantially.  Fort 
one,  self-financing  out  of  income  now 
covers  31  percent  of  IRI  capital  invest- 
ment. (5)  IRI  capital  investments  in  1985 
were  on  the  upswing  in  both  absolute 
terms  (up  734  billion  lire  over  1984)  and 
percentage  (up  10.2  percent  over  1984), 
to  reach  a  record  8,126  billion  lire. 


AERITALIA  PROFITS  IN  1985: 
28  BILLION  LIRE 

One  of  IRI's  most  dynamic  high-tech  subl 
sidiaries  in  1985  was  Aeritalia,  Italy's  mos 
important  aviation  and  aerospace  com- 
pany, an  outfit  that  boasts  working 
agreements  with  both  Boeing  and 
McDonnell  Douglas  and  has  produced 
profits  for  four  years  straight  for  IRI. 
Aeritalia  profits  in  1985:  28  billion  lire.  Bt 
what  is  even  more  important,  as  far  as 
Aeritalia  Board  Chairman  Renato  Bonifa 
is  concerned,  is  that  last  year's  financial 
results  were  the  first  produced  for  the 
company's  broader-based  community  oi 
stockholders  following  the  sale  of  a  16 
percent  share  of  Aeritalia  capital  stock  to 
the  public  through  quotation  on  the  Italii 
Stock  Exchange.  Whatever  the  paramet 
used  by  stock  market  analysts— sales, 
earnings,  or  cash  flow  —  things  have  bee 
going  well  for  Aeritalia  over  the  past  few 
years.  Gross  sales  in  1985  were  1,377 
billion  lire,  with  exports  accounting  for  a 
full  60  percent  of  the  total.  New  orders 
picked  up  by  Aeritalia  last  year  amounte' 
to  1,826  billion  lire,  up  a  healthy  35 
percent  over  1984. 

Today,  Aeritalia  boasts  2,315-billion-lire 
worth  of  orders  in  its  portfolio,  up  rough 
33  percent  over  orders  on  the  books  at 
the  close  of  1984.  Going  particularly  wel 
are  sales  of  the  ATR-42  passenger  plane, 


We  help  shape  the  industries 
we  serve 


EniChem  applies  energy  and 
innovation  to  help  shape  the  many 
industries  it  serves,  from  automotive 
and  fashion  to  packaging  and  home 
furnishings. 

Through  close  collaboration  with 
its  customers  and  end-users,  EniChem 
tracks  the  path  of  its  materials  from 
production  to  conversion  and  their 
ultimate  transformation  into  finished 
products. 

EniChem  is  one  of  Europe's  largest 
and  most  diversified  petrochemical 
producers.  It  has  a  solid  foundation  of 


technical  and  commercial  resources  to 
help  its  customers  add  value  to  their 
products  of  today...  and  to  determine 
the  shape  of  things  to  come. 

From  one  integrated  source  flows  an 
array  of  useful  materials;  basic  chemicals, 
plastics,  engineering  polymers,  synthetic 
rubber  and  latex,  synthetic  fibres, 
intermediates  for  detergents,  agricultural 
products,  speciality  and  fine  chemicals, 
pharmaceuticals  and  more.  All  available 
through  a  worldwide  sales  and 
distribution  network.  Can  EniChem  help 
to  shape  your  business? 


EniChem  Americas  (Em  Group  ltaly)/Agip  USA  Inc  .  1222  Avenue  of  the  Americas,  New  York.  NY  10020 

Tel.:  212/382  6300 


Sturdiness + roominess + prodif 
More  Partenavia  than  ever. 


The  VIATOR  is  a  new  aircraft,  with 
retractable  landing  gear,  designed  for 
efficiency  and  extra  performance,  capable  of 
transporting  10  passengers  and  1  pilot,  or  2006 
lb  (910  kg.)  of  freight,  250  n.  miles  at  220  Kts. 

The  VIATOR  specifically  meets  the 
requirements  of  utility,  air  taxi  and  light 
commuter  operators  and  third-level 
services,  to  whom  it  offers  low  operating 
costs,  independence  from  ground 
equipment,  operation  from  short, 
unprepared  airfields. 

The  VIATOR  can  be  quickly 
converted  into  a  number  of  configurations: 


COMMUTER:  10  passengers  +  1 

FREIGHTER:  2  or  1  crew,  sepan 
from  the  166  cu.ft  (4.7  cu.  m)  freight 
compartment,  with  freight  tie-down  p< 
and  double  freight  door. 

COMBI:  a  "Quick  change" 
configuration  for  2  crew,  4  passengers 
"club"  seating  arrangement,  separated 
cargo  net  and  cabin  divider  from  81.2^ 
ft  (2.3  cu.  m)  freight  compartment  wit 
double  opening  freight  door. 

EXECUTIVE:  6  passengers  seate 
a  lounge  arrangement,  with  folding  ta 
beverage  containers,  music  center  etc 


e 


t+  economy + 


with  a  cabin  divider. 
EDI  VAC:  2  crew  with  a  cabin 
,  and  2  stretchers,  with  seats  for  2 
ints,  cardiac  unit  etc.  and  double 
g  rear  door  for  easy  stretcher  entry, 
le  roomy  cabin  of  the  VIATOR  can 
>e  reconfigured  for  specialized 
is,  such  as  Maritime  Patrolling  and 
ted  missions,  photogrammetry,  etc. 
io  hard  points  in  each  wing  permit 
dilation  of  long-range  fuel  tanks, 
I  pods  etc. 

tiatever  your  needs,  Partenavia's 
)R  will  be  in  there,  pitching  for  you. 


= Viator. 


For  further  details,  please  apply  to: 
Partenavia  Costruzioni  Aeronautiche 
S.p.A.  -  Via  G.  Pascoli,  7  -  80026  Casoria 
(Naples)  -  Italy  -  Tel.  (81)  7596311  - 
Telex  720199  -  PARTNA  I.  Partenavia  of 
America,  a  division  of  Italian  Advanced 
Industries  -  1235  Jefferson  Davis  Highway  - 
Suite  500  -  Arlington  VA  -  22202  USA  -  " 
Tel.  (703)  243  -  1700  -  Telex  248730  IAI  UR. 

/\   A  company  of 

Vaeritalia 

IRI  ffinmeccnnico 


developed  in  cooperation  with  Aerospa- 
tiale of  France:  128  aircraft  between 
orders  and  options.  In  the  area  of  military 
aircraft,  sales  of  the  Tornado,  the  all- 
purpose  fighter- bomber  developed  in  a 
joint  endeavor  with  U.K.  and  West  Ger- 
man aircraft  manufacturers,  have  been 
going  very  well  on  export  markets,  with 
initial  sales  to  Saudi  Arabia  and  Oman. 
Aerospace,  with  151-billion-lire  worth  of 
orders  on  the  books,  is  another  impor- 
tant area  of  Aeritalia  activity.  One 
prestigious  high-tech  Aeritalia  program 
involves  the  so-called  "tethered"  or  wired 
satellites,  such  as  the  Columbus,  the 
Lageos,  or  the  Iris. 

In  1985,  Aeritalia  invested  66  billion  lire 
in  new  plant  and  equipment  in  addition  to 
the  nearly  400  billion  lire  in  research  and 
development.  The  favorable  trend  in  cor- 
porate finances  has  allowed  Aeritalia  to 
keep  its  debt  at  a  reasonable  level  and 
reduce  the  burden  of  interest  payments 
from  4.2  percent  of  gross  sales  in  1984  to 
3.8  percent  of  gross  sales  in  1985. 

Aeritalia's  profit-making  operations  to- 
day are  basically  the  result  of  a  long-range 
company  restructuring  and  expansion 
program  kicked  off  10  years  ago  and  keyed 
to  two  fundamental  strategies:  diversifica- 
tion of  activity  and  internationalization  of 
business  ties.  Today,  Aeritalia  is  active  in 
22  product  segments  of  the  aerospace 
market,  with  a  full  range  of  products  and 
programs  developed  on  its  own  or  in  joint 
programs,  with  the  most  important  aero- 
space companies  operating  on  the  inter- 
national market.  In  1985  alone,  Aeritalia 
launched  seven  new  programs:  the  ATR-72, 
the  stretched-out  version  of  the  ATR-42 
short-range  transport  plane;  the  AMX-ex, 
an  export-market  version  of  the  AMX 
tactical  support  aircraft;  the  Weapon  Dis- 
penser, a  new  "stand-off  weapons  system; 
the  Sorao  subsystem  for  "surveillance  and 
acquisition  of  military  objectives"  in  the 
context  of  the  "Catrin"  (data  transmis- 
sion) program;  the  Columbus  European 
space  transport  program;  and  the  Mos- 
quito mini  trainer  and  sport  aircraft. 

ALITALIA,  ITALY'S  NATIONAL  FLAG 
airline,  is  another  IRI  subsidiary  moving 
ahead  swimmingly.  As  the  company  proudly 
announced  in  its  1985  annual  report,  "The 
year  1985  has  been  the  best  ever  in  Alitalia's 
40-year  history."  Profits  in  1985,  at  48 
billion  lire,  in  fact  were  more  than  double 
the  21  billion  lire  in  1984,  extremely  good 
news  for  those  private  Italian  investors 
who  had  bought  up  120  million  Alitalia 
shares  placed  on  the  market  in  November 
and  December  1985.  Alitalia,  currently 
capitalized  at  about  421  billion  lire,  a  figure 
considered  disproportionately  small  in 
relation  to  the  3,369  billion  lire  in  gross 
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sales  it  reported  in  1985,  plans  to  increase 
its  capital  to  800-1,000  billion  lire,  with  IRI's 
blessing,  through  the  sale  of  additional 
Alitalia  shares  on  the  Italian  stock-market. 
The  only  obstacle  right  now  is  the  old-line 
convention  governing  air  transport  in  Italy, 
regulating  the  relationship  between  Alitalia 
and  the  Italian  government,  which  states 
that  two-thirds  of  Alitalia  shares  must  be 
held  by  IRI,  a  problem  the  Italian  govern- 
ment may  tackle  with  new  legislation. 

Whether  or  not  the  master  plan  to 
boost  Alitalia's  capitalization  goes  through 
in  1986,  IRI  and  Alitalia  brass  forecast  the 
year  will  be  a  good  one  for  the  airline  in 
any  case.  Things  are  going  well.  Alitalia  is 
increasing  its  share  of  various  markets  at 
the  expense  of  its  competitors,  but  expan- 
sion abroad  is  limited  by  the  various 
bilateral  agreements  signed  by  the  Italian 
government  with  other  countries,  airline 
officials  say. 

The  steady  improvement  in  Alitalia's  fin- 
ancial situation  is  not  due  merely  to  the 
fall  in  the  international  price  of  oil  (which 
among  other  things  will  cost  Alitalia  rela- 
tively more  in  1986  than  in  1985).  Rather, 
it  is  the  direct  result  of  the  widespread 
restructuring  and  financial  cost-cutting 
efforts  successfully  implemented  over  the 
past  half-dozen  years.  The  state  of  the 
Alitalia  fleet  (for  the  summer  of  1986, 
Alitalia  and  its  wholly-owned  subsidiary, 
ATI,  will  be  able  to  count  on  an  operating 
fleet  of  90  aircraft— 12  Boeing  747  Jum- 
bos, 8  Airbus,  27  Super  80s,  and  43 
DC9-80s)  is  still  another  indication  of  why 
things  are  looking  up  at  Alitalia.  As  in- 
dustry experts  point  out,  the  average  age 
of  Alitalia  operating  aircraft  today  runs 
between  two  and  three  years  at  most. 

One  major  project,  of  which  Alitalia  is 
proudest,  is  the  "Flight  Technology  City" 
it  has  put  together  at  Rome's  Fiumicino 
International  Airport— a  sprawling  com- 
plex of  buildings,  hangars,  and  workshops 
spread  over  700,000  square  meters  of 
space,  including:  seven  hangars  used  for 
general  maintenance,  overhauling,  and 
painting  of  the  Alitalia  fleet  as  well  as  air- 
craft of  contracting  airlines  plus  40-odd 
specialized  workshops;  a  special  jet  engine 
test  center  and  a  new  aircraft  engine 
workshop  building;  flight  and  aircraft  train- 
ing schools;  a  special  catering  services 
building  for  the  preparation  of  in-flight 
food;  general  office  buildings;  and  a 
mammoth  airfreight  terminal. 

Another  major  achievement  Alitalia 
brass  are  extremely  proud  of  is  their 
"Memis  —  a  computerized  "maintenance 
and  engineering  management  information 
system"  based  on  a  series  of  IBM  370 
computers  and  used  to  manage  their 
spare  parts  warehouse. 

The  success  of  the  system  has  been 
such  that  Alitalia  has  been  able  to  sell  the 


system  to  nine  different  airlines  (South 
African  Airways,  KLM,  Garuda,  Korean 
Airlines,  Saudia,  Aerolineas  Argentmas, , 
Singapore  Airlines,  Malaysian  Airline 
System,  and  Philippine  Airlines)  in 
addition  to  the  Italian  Air  Force. 

IN  THE  WORLD  OF  ITALIAN  STATE! 
controlled  industry,  another  major  finam 
cial  turn-around  was  accomplished  by  El 
Italy's  giant  state-owned  oil  and  petro- 
chemical combine  run  by  Franco  Reviglid 
Following  five  straight  years  of  operating) 
the  red,  ENI  proudly  reported  a  profit  c 
800  billion  lire  in  1985.  The  world's  third) 
largest  corporation  outside  any  in  the 
U.S.,  ENI  is  extremely  active  in  energy, 
chemicals,  and  heavy  engineering  in  addl 
tion  to  oil  and  petrochemicals.  In  1985, 
ENI  covered  a  full  41  percent  of  Italy's  j 
energy  resource  needs.  One  of  the  big 
changes  in  basic  ENI  energy  policy  over 
the  past  two  or  three  years  under  Franc 
Reviglio  has  been  a  radical  alteration  in  t 
combine's  energy  procurement  policy, 
whose  former  rigidity  was  responsible  fc 
the  ENI  group's  heavy  financial  losses  in 
1981  and  1982.  The  restructuring  policies 
kicked  off  three  years  ago  enabled  the 
ENI  group  to  jump  from  a  l,449-billion-li| 
loss  in  1983  to  an  800-billion-lire  profit  in 
1985  on  gross  sales,  which  jumped  from 
38,297-billion-hre  in  1983  to  46,700-billior 
lire  in  1985.  One  indication  of  the  changif 
operational  structure  of  ENI  activity  is  iti 
capital  investment  program  (about  5,50C 
billion-lire  last  year),  a  full  40  percent  of 
which  was  spent  abroad.  Again,  a  full 
20,000  of  the  ENI  group's  130,000 
employees  work  abroad. 

In  the  area  of  prospecting  and  produc- 
tion of  crude  oil,  ENI's  AGIP  petroleum 
marketing  subsidiary  can  count  on  reseni 
topping  500  million  tep  (tons  of  extract- 
able  petroleum)  and  offered  the  market 
36  million  tons  of  crude,  of  which  14 
million  was  produced  by  ENI  in  Italy  or 
abroad.  In  refining,  ENI  subsidiary  AGIP 
Petroli  is  in  the  midst  of  a  radical  restruc- 
turing program  scheduled  to  bring  its  pri< 
mary  refining  capacity  to  a  bit  more  than 
40  million  tons,  with  a  conversion  equivai 
lent  capacity  of  35  percent.  AGIP  Petroli' 
gas  station  network  covers  a  whopping  4 
percent  of  the  Italian  market. 

Another  area  in  which  ENI  is  moving 
ahead  rapidly  is  natural  gas,  a  natural 
resource  Italy  has  in  relative  abundance 
(an  estimated  255  billion  cubic  meters  in 
reserves  on  Italian  soil).  Italy's  national 
natural  gas  pipeline  network  today  tops 
18,300  km.  Snam,  ENI's  natural  gas  sub- 
sidiary, is  also  a  partner  in  several  major 
European  and  Mediterranean  area  pipe- 
line systems,  including  the  2,500  km.-long. 
Trans-Mediterranean  Pipeline,  connecting 
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Highlights  (billion  of  Lira) 
1982       1983       1984  1985 


Deposits  21,526  29,800  36,147  43,895 

Loans  14,211  19,952  26,022  33,606 

Other  investments  4,850  7,379  7,398  7,489 

Gross  profits  237  264  379  490 
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Algeria's  natural  gas  fields  to  Italy  by  way 
of  Sicily.  During  the  course  of  the  three 
years  it  has  been  in  operation  since  going 
onstream  in  1983,  the  pipeline  has  carried 
over  17  billion  cubic  meters  of  natural  gas 
to  Italy. 

ENI  subsidiaries  operating  in  the  areas 
of  international  engineering,  consulting 
services,  and  heavy  engineering  equip- 
ment consolidated  their  overall  profit 
margin  in  1985,  notwithstanding  the 
slowdown  in  international  markets  and 
the  ferocious  competition,  thanks  to  their 
avant-garde  qualities  in  engineering  and 
performance.  Saipem  (ENI's  money- 
making  international  construction  and 
contracting  subsidiary)  earnings  in  1985  for 
example,  were  up  19  percent  over  1984  to 
reach  1,221  billion  lire,  while  net  profits,  up 
a  healthy  24  percent  over  1984,  climbed 
to  66  billion  lire.  Orders  and  contracts  on 
the  books  January  I  of  this  year  added  up 
to  2,600  billion  lire,  up  16  percent  in 
monetary  terms  over  January  I,  1985. 

Among  the  most  important  new  Saipem 
contracts:  construction  of  the  new  615 
km.-long  East-West  oil  pipeline  in  Saudi 
Arabia  for  Aramco;  the  laying  of  the  Iraq- 
Turkey  oil  pipeline  for  Botas  (a  "turnkey" 
job);  the  laying  of  the  326  km.-long 
Amadeus  natural  gas  pipeline  in  Australia; 


and  construction  of  the  Vega  offshore 
platform  off  the  Sicilian  coast  for  Selm. 

One  thing  ENI  management  is  very 
proud  of  is  that  Saipem  has  been  quoted 
on  the  Milan  Stock  Exchange  since  the  last 
quarter  of  1984,  the  fir6t  ENI  subsidiary  to 
be  quoted  on  the  Italian  stock  market, 
and  the  first  of  Italy's  many  state-controlled 
enterprises  to  tap  the  private  money 
market  for  investment  capital.  One  indica- 
tion of  the  favorable  way  things  are  going 
at  Saipem  is  that  the  corporation  has  raised 
its  capital  twice  since  going  public—  from 
its  initial  154  billion  lire  to  175  billion  lire 
during  the  course  of  1985,  and  up  to  225 
billion  lire  with  a  second  increase  effected 
January  this  year.  During  the  two-year 
period  it  has  been  listed  on  the  Italian 
Stock  Exchange,  per-share  profits  have 
risen  from  297  to  376  lire,  while  dividends 
per  share  have  gone  up  from  175  to  225  lire. 

Snam  Progetti,  ENI's  big  international 
engineering  and  technology  consulting 
subsidiary,  reported  a  1985  gross  sales 
figure  of  856  billion  lire,  a  net  profit  of  33 
billion  lire,  and  a  portfolio  of  orders  in  the 
area  of  3,000  billion  lire.  Among  the  most 
important  contracts  Snam  Progetti  picked 
up  in  1985:  construction  of  the  world's 
largest  MtBe  plant  (annual  capacity, 
500,000  metric  tons)  in  Saudi  Arabia;  con- 


struction of  the  Soviet  Union's  first 
pipeline  engineered  to  carry  high-cone 
tration  coal  water  slurry  a  distance  of  3 
km  for  emission  into  an  electric  power] 
plant  without  a  dewatering  process. 

In  chemicals,  ENI's  big  ENIchem  subs 
ary  continued  its  broad-based  program 
scheduled  to  restructure  its  traditional 
activity  in  basic  chemicals,  consolidate 
diversified  activity  (fibers,  rubber,  fertil 
izers,  and  detergents),  and  promote  efi 
in  avant-garde  areas  (specialty  chemica 
and  health  products),  both  through  nev 
ventures  in  fine  chemicals  and  derivative 
or  new  international  agreements.  Som< 
the  most  important  new  ENIchem  dea 
in  1985:  the  ENIchem-ICI  agreement  in 
the  area  of  vinyl  chloride  and  PVC;  the 
joint  venture  with  Union  Carbide  in 
special  tech  gases;  the  acquisition  of  th< 
Aktis  Corp.  of  San  Francisco  for  its  high 
tech  know-how  in  the  area  of  medical 
diagnostic  equipment. 

ITALY'S  THIRD  MOST  IMPORTANT 
multi-interest  state-controlled  holding 
company  after  IRI  and  ENI  is  called  EFIfl 
which  reported  a  450-billion-lira  loss  at: 
the  close  of  1985,  despite  the  groups 
stepped  up  restructuring  efforts.  Never 
theless,  1985  losses  were  still  almost  hal 
the  783-billion-lira  loss  in  1983. 

What  do  EFIM  prospects  look  like  for 
1986?  Much  depends  on  how  things  go 
regard  to  the  price  of  aluminum  (curren 
on  the  downswing)  and  the  market  for 
helicopters  (currently  in  the  doldrums),, 
two  factors  that  have  done  much  to  dd 
the  efforts  of  EFIM  management  to  put 
the  holding  company  back  on  a  money-) 
making  track.  Things  could  turn  for  thei 
better  in  helicopters,  for  which  EFIM's 
helicopter  subsidiary  Augusta  is  extremi 
well  established  in  world  markets,  but 
faces  increased  competition  from  the  F 
Sikorsky-Westland  combine  following  thi 
success  of  the  Fiat-Sikorsky  bid  to  take 
over  the  U.K.-based  Westland  helicopte 
company.  In  aluminum,  EFIM  officials  an 
counting  on  the  forecast  stabilization  of1 
the  price  of  this  key  raw  material  on  wo 
markets  to  make  their  restructuring  effc 
in  this  industry  a  bit  less  money-losing,  if 
not  profitable. 

EFIM  subsidiaries  that  are  making  a  pi 
fit  include  Breda  Ferroviaria  (railway  car 
and  equipment),  extremely  well-known 
the  U.S.  as  a  result  of  the  avant-garde  si 
way  cars  it  furnished  the  Washington,  D 
and  Cleveland,  Ohio  subway  systems. 

At  the  close  of  1985,  EFIM  counted 
49,000  employees  group-wise,  of  which 
full  14,200  were  employed  in  EFIM  plant 
located  in  southern  Italy. 


TELESPAZIO:  EXPERIENCE  AND  KNOW-HOW  IN 
SATELLITE  COMMUNICATIONS 


Telespazio  is  a  pint  stock  company  with  a  State 
equity  participation  established  in  1961 .  A  new  con- 
vention, stipulated  in  1984  with  the  PT  Ministry, 
confirmed  and  consolidated  the  role  of  the  Company 
as  '  'exclusive  satellite  carrier ' '  for  Italy:  as  a  Govern- 
ment appointed  body.  Telespazio  is  the  Italian 
Signatory  for  the  operating  agreements  of  INTELSA  T, 
IN  MARS  A  T  and  EUTELSA  T. 

The  Company  operates  in  the  context  of  the  IRI- 
STET group  and  has  a  capital  of  25.2  Billion  Lire 
(almost  15.7 million  U.S.  Dollars). 

Carrier's  Carrier.  Telespazio  provides  commer- 
cial telecommunication  means  to  national  and  foreign 
operating  entities  within  the  INTELSAT,  INMARSAT 
and  EUTELSAT  systems,  and  for  the  reception  of 
remote  sensing  data  from  LANDSAT satellites. 

Remote  Sensing.  In  the  framework  of  a 
Memorandum  of  Understanding,  signed  in  1 977,  with 
the  European  Space  Agency  (ESA ),  Telespazio  is 
carrying  out  the  acquisition  and  processing  of  data 
transmitted  by  LANDSA  T  satellites  and  as  National 
Point  of  Contact  for  Italy  (NPOC),  within  the 
framework  of  the  Earthnet  network,  it  provides 
distribution  of  ESA  digital  and  photographic  products 
relevant  to  LANDSAT,  HCMM,  SEASAT  and  NIMBUS 
satellites.  In  1 985  Telespazio  and  Spot  Image  signed  a 
contract  for  the  exclusive  distribution  of  spot  satellites 
data  in  Italy. 

Telemetry,  Control  and  Monitoring  Station 

Services.  TTC&M  services  are  rendered,  on  the 
basis  of  contracts  awarded  after  international  open 
bids,  to  INTELSAT.  COMSAT  General (MARISAT). 
National  Research  Council  of  Italy  (SIRIO). 


In-Orbit  Management  and  Test.  Orbit  and 
altitude  determination  and  control  commands  com- 
putation have  been  performed  for  SIRIO  I  satellite,  in 
addition  to  Telemetry  and  Telecommand  functions,  an 
in-orbit  test  of  ESC- 1  has  been  performed  under  an 
EUTELSAT  contract.  In  orbit  test  services  are  regularly 
rendered  for  INTELSA  T  satellites. 

Operational  Support.  Since  1 985  Telespazio  has 
been  providing,  operating  and  maintaining,  on  a  full 
time  basis,  two  TDMA  Reference  and  Monitoring 
Sta  tions,  one  for  the  IN  TEL  SAT  and  one  for  the 
EUTELSA  T  Organizations. 

experimentation.  Telespazio  has  participated  in 
several  experiments,  with  INTELSAT,  SIRIO  and  OTS 
satellites,  concerning  telecommunications  and 
transmission  via  satellite  for  the  introduction  of  new 
frequency  bands  and  access  techniques  as  well  for  the 
development  and  testing  of  equipment  and  terminals. 

Research  and  Consultancy.  Consulting  services 
are  rendered  to  the  National  Research  Council  of  Italy 
(CNR)  for  the  ITALSA  T  and  SAX  projects. 

Training  and  Technical  Assistance.  Training 
programs  and  technical  support  activities  have  been 
performed  for  several  foreign  Countries  on  space 
communications  and  earth  stations  operation  and 
maintenance. 
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•n  Alitalia,  business  comes  first. 


Only  one  airline  flying  to  Italy  seats 
isiness  class  passengers  right  up  front, 
where  first  class  used  to  be.  Alitalia, 
at's  why  we  call  it  our  Prima  Business 
s.  It  offers  you  first  class  treatment  for 
the  cost  of  a  business  class  ticket, 
ike  our  seating  arrangement,  for  example.  You'll 
t  just  four  across.  That's  two  plush,  comfortable 
seats  on  either  side  of  an  aisle  so  wide  there's 
1  enough  for  a  stand-up  bar.  Which  means  there's 
more  privacy,  more  room  to  work  and  to  relax. 


There's  even  an  In-Flight  Boutique:  a 
blessing  for  business  people  with  no  time 
for  gift-shopping  in  Italy. 

But  our  Prima  Business  Class  service 
begins  before  you  board  the  plane.  With  a 
private  waiting  lounge,  priority  check-in, 
separate  boarding,  even  first  class  baggage  allowance. 
And,  of  course,  every  step  along  the  way,  there's  the 
warm,  generous  service  we  Italians  are  known  for. 

So  the  next  time  you  fly  business  class  to  Italy, 
make  it  your  business  to  fly  Alitalia. 


Alitalia  is  a  partner  in  United  Aii  lines'  Mileage  Plus  Program. 

Prima  Business  Glass 

/llitalia 


On  the  Docket 


What  to  do  if  bankruptcy  looms?  Easy,  just 
blame  it  on  your  banker. 


By  Lisa  Gubernick 


Lender 
beware 


In  May  1985  creditors  of  Conl 
tempo  International,  a  Californjl 
clothes  manufacturer,  forced  thl 
company  into  bankruptcy.  But  Mjl 
Sigman,  Contempo's  chief  executivJ 
refused  to  expire  quietly.  He  decide! 
that  by  failing  to  lend  him  the  needel 
money,  Contempo's  bank,  Wells  Fail 
go,  created  the  cash  crunch  tha 
caused  his  firm's  demise.  So  Sigmail 
got  himself  a  lawyer  and  sued  thl 
bank  for  $140  million — several  timel 
more  than  the  firm  was  ever  worth. 

Sigman  is  but  one  of  a  growinl 
number  of  financially  troubled  busil 
nessmen  to  take  advantage  of  sA 
called  lender  liability — a  new  brand  <l 
lawsuit  in  which  businessmen  sill 
their  bankers.  For  the  businessma 
lender  liability  means  one  last  chanc| 
to  recoup  losses.  For  the  banker, 
means  that  when  a  loan  is  called, 
lender  must  worry  about  whether  tbl 
borrower  not  only  has  the  funds  l| 
pay  but  also  might  sue  him  for  askirt 
for  his  money  back.  "[Lender  liability 
is  becoming  one  of  the  hottest  nelj 
areas  of  commercial  litigation,"  sa| 
Barry  Cappello,  the  California-base 
lawyer  representing  Contempo 
turn  down  nine  out  of  ten  calls  I  get- 
I  only  take  the  absolute  nightmares 
Hundreds  of  millions  of  dollars  noi 
hinge  on  the  dozens  of  lender  liabili: 
cases  filed  across  the  country.  Ban. 
America  alone  faces  lawsuits  for  dan 
ages  approaching  half  the  bank's  $4 
billion  common  stockholder  equity 
In  many  cases  the  banks  that  fit 
themselves  being  sued  have  no  one 
blame  but  themselves.  Though  ban! 
traditionally  have  been  able  to  call 
loans  at  will,  or  simply  refuse  to  el 
tend    credit    for    whatever  reasc 
seemed  appropriate,  lenders  occasioi 
ally  have  acted  so  heavy-handedly 
to  enrage  judges  and  juries  alike. 

Lender  liability  first  made  big  nev 
in  1984  when  the  Eighth  Circi 
Court  of  Appeals  of  Texas  affirmed 
$19  million  award  won  in  1982  1 
Farah  Manufacturing  Co.,  an  appai 
firm.  Farah  had  sued  the  State  Natio 
al  Bank  of  El  Paso,  claiming  fraud  ai 
duress  when  the  bank  demanded  tl 
company  replace  its  directors. 

What  did  El  Paso  do  wrong?  Fii 
the  bank  barred  the  company's  Ion 
time  chairman,  Willie  Farah,  fro, 
taking  the  chief  executive's  post,  ii 
stalling  its  own  new  management,  t 
the  apparel  maker  slipped  toward  i 
solvency,  the  lenders  auctioned  asse 
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efore  concert  pianists  take  the  stage  at  a  major  concert  hall,  they  take  the  elevator  at  Stein  way  Hall. 
|  basement.  Where,  reserved  on  the  hardwood  floor,  are  dozens  of  the  finest  pianos  in  the  world: 
vay  Grands. 

art  of  the  allure  of  Steinways  is  that  they're  all  individually  hand-crafted.  Giving  each  of  them  what 
ts  call  "a  personality  of  its  own." 

fliich  is  why  of  all  the  Steinways  on  the  floor,  concert  pianists  will  select  only  one.  One  whose 
"nee  and  action  perfectly  suit  not  only  their  individual  playing  styles,  but  the  con- 
hey'll  perform,  the  instruments  they'll  perform  with,  and  the  acoustics  of  the  hall 
perform  in.  ^ 
rthur  Young  understands  what  customized  service  can  mean  to  a  client, 
why  we  get  personally  involved  with  our  clients  before  offering  even 
1  measure  of  financial  or  management  advice.  After  all,  the 
ve  know  about  their  business,  the  more  we  can  help, 
nd  even  if  you  haven't  attracted  the  world's  attention 
u'll  still  attract  plenty  of  ours.  Because  for  over  90  years, 
'Young  has  customized  its  services  to  businesses  of  all  sizes, 
o  if  the  idea  of  working  with  a  company  that's  in  tune  with 
appeals  to  you,  why  not  call  Arthur  Young. 
%  Arthur  Young  Personal  advisors  to  business, 
nting,  auditing,  tax,  financial  and  management  consulting. 


We  take  business  personally 


op 


to  repay  their  loan.  In  1978  Farah  got 
back  into  management,  began  a  turn- 
around and  filed  suit  for  $204  million 
in  damages  caused  by  the  inept  man- 
agement of  the  bank's  team. 

A  somewhat  similar  case  arose  in 
1985,  in  the  Sixth  Circuit  Court  of 
Appeals,  located  in  Ohio.  The  case 
pitted  a  wholesale  grocer,  KMC  Co., 
Inc.,  against  Irving  Trust.  Irving  had 
refused  to  grant  KMC  an  $800,000 
loan  to  which  the  grocer  was  entitled 
under  a  $3.5  million  credit  agree- 
ment. Without  the  financing,  KMC 
was  forced  out  of  business.  But  before 
it  expired,  it  sued,  eventually  collect- 
ing $8.3  million  in  damages  on  the 
grounds  that  the  bank  had  acted  in 
bad  faith.  Explains  Helen  Chaitman, 
an  attorney  with  Wilentz,  Goldman 
&  Spitzer:  "In  effect,  the  judge  said  it 
was  all  right  for  the  bank  to  terminate 
the  company's  line  of  credit,  but  not 
without  notice.  The  courts  now  say 
there  is  an  inequity  of  bargaining 
power  between  a  bank  and  its  borrow- 
ers. And  they  mean  to  insure  the 
banks  deal  with  the  little  guy  fairly." 

Adds  defense  lawyer  John  Marshall 
of  Powell,  Goldstein,  Frazer  &  Mur- 
phy, "Good  faith  and  fair  dealing  are 
easy  for  a  jury  to  grasp.  Even  if  'good 
faith'  and  'fairness'  aren't  in  the  credit 
agreements,  if  the  jury  is  told  they  are 
to  be  considered  part  of  the  agree- 
ment, the  bank  is  in  trouble." 

Sharp  lawyers,  of  course,  are  now 
busy  expanding  upon  the  precedents 
of  these  two  cases.  After  a  $12  million 
jury  verdict  in  a  recent  Florida  case, 
Southeast  Bank  settled  with  Atrio 
Consolidated  Industries,  a  lamp  man- 
ufacturer, for  $3  million.  The  charge: 
Southeast  Bank  had  not  only  failed  to 
honor  an  existing  credit  agreement 
but  also  had  refused  to  increase  it  to 
help  Atrio  out  of  a  financial  pinch. 

Jury  awards,  meanwhile,  are  also 
expanding.  Last  July  a  California  jury 
ordered  BankAmerica  to  pay  a  record 
$47  million  (since  reduced  to  $26  mil- 
lion and  still  under  appeal)  to  a  Cali- 
fornia apple  grower,  George  Jewell, 
and  his  business  associate.  The  jury 
sympathized  with  Jewell's  claims 
that  the  bank  encouraged  him  to  sign 
up  for  more  and  more  loans,  then  fran- 
tically grabbed  collateral  when  the 
business  got  into  trouble.  "Orderly 
liquidation  is  often  chaos  at  the  lower 
levels  in  a  bank,"  explains  attorney 
Cappello,  who  represented  Jewell  in 
the  suit.  "The  result  can  be  the  need- 
less destruction  of  viable  businesses." 

For  bankers,  at  least,  the  lesson 
seems  clear:  In  America's  suit-a-min- 
utc  climate,  it  pays  to  think  carefully 
not  just  about  whom  you  lend  money 
to  but  how  you  ask  for  it  back.  ■ 


Taxing  Matters 


On  the  surface,  that  IRS  decision  on  de 
ducting  mortgage  refinancing  points  is  n 
big  deal.  But  tax  matters  are  rarely 
simple  as  they  seem. 

And  lead  us  not 
into  refinancing 

ers  rushing  to  refinance  their  old,  e: 
pensive  mortgages  with  new,  cheape 
mortgages,  the  IRS  last  month  di 
creed  that  only  points  charged  fo 
mortgages  to  acquire  or  improve 
house  can  be  deducted  in  full  in  th| 
year  the  mortgage  is  taken  out.  Thus 
points  for  a  mortgage  to  pay  off  a  pric 
mortgage  must  be  amortized  over  tl 
term  of  the  loan — one-thirtieth  of  tl 
points  per  year  for  30-year  mortgage! 
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By  Eva  Pomice 

Iike  swamps,  Internal  Revenue 
_  Service  rulings  often  appear 
I  harmless  enough  on  the  sur- 
face. But  the  deeper  you  go,  the  more 
frightened  you  get. 

Consider  the  IRS'  recent  ruling  on 
deducting  the  fees — "points" — paid 
up  front  for  mortgages.  With  hun- 
dreds of  thousands  of  U.S.  homeown- 


— although  the  balance  can  be  de- 
:ted  in  any  year  the  debt  is  repaid, 
s  Gillian  Spooner,  a  partner  at 
ache  Ross:  "I  would  not  give  peo- 
who  challenge  this  in  court  a  good 
nee  of  winning." 

y  itself,  the  ruling  is  not  particu- 
y  onerous.  On  present  value  calcu- 
ons  worked  out  by  Touche  Ross, 
cost  of  amortizing — as  opposed  to 
ucting — every  $1,000  in  points  on 
0%,  15-year  mortgage  is  $247  in 
itional  tax  for  taxpayers  in  the 

0  bracket. 

ven  that  minimal  cost  can  be  off- 
Kirk  Willison,  a  spokesman  for 
American  Bankers  Association, 
mtly  refinanced  his  old  13.5%, 
,000  mortgage.  Willison  simply 
ed  $5,000  worth  of  points  and  oth- 
;losing  costs  (title  insurance,  ap- 
sal  fees  and  the  like)  into  the  cost 
he  loan  by  borrowing  $100,000.  At 
Yo  (variable),  the  new  loan  costs 
lison  $891  (pretax)  each  month,  as 
osed  to  the  $1,256  he  was  paying 
the  old  mortgage.  So  Willison  fig- 
»  his  savings  repay  the  $5,000  in 
its  and  closing  costs  in  14  months. 

1  that  does  not  take  into  consider- 
n  whatever  Willison  makes  on  the 
)00  he  didn't  fork  over  to  the  bank- 
"Whatever  you  do,"  advises  Rob- 
Densmore,  chief  financial  officer 
Manufacturers  Hanover  Mortgage 
p.,  "don't  pay  the  points  up  front." 
s  we  said,  however,  some  leading 
accountants  fear  the  IRS'  points 
rig  may  be  more  dangerous  than  it 
:  appears.  Having  staked  out  a  firm 
ition  on  point  deductibility,  warns 
iche  Ross  tax  partner  Lawrence 
lrod,  the  IRS  might  next  try  to 
scribe  the  entire  mortgage  interest 
nction  on  refinanced  homes  for 
ie  taxpayers,  probably  wealthier 
s.  This  would  be  the  result  if  tax- 
zrs  who  refinance  were  prevented 
i  deducting  their  mortgage  inter- 
expenses  when  computing  the 
ided  alternative  minimum  tax. 

ot  allow  residential  mortgage  in- 
st  deductibility  to  some  taxpay- 
It  could  happen,  Axelrod  thinks, 
ruse  Section  55  of  the  Internal 
enue  Code  says  interest  costs  can- 
be  deducted  in  the  alternative 
imum  tax  calculations  unless  the 
s  are  incurred  in  "acquiring,  con- 
cting  or  substantially  rehabilitat- 
.  .  .  your  principal  residence." 
iterest  on  an  original  mortgage 
rly  fits  that  description,  and  so 
'  be  deducted.  But  interest  on  refi- 
cing  mortgages  may  or  may  not  be 
actible  in  the  AMT  calculation, 
mding  on  how  the  IRS  chooses  to 
it  and  on  a  taxpayer's  investment 
ime.  The  similarity  between  the 


language  of  the  IRS'  points  decision 
and  that  of  the  alternative  minimum 
tax  statute,  Axelrod  observes,  "is 
startling." 

David  Berenson,  a  partner  with 
Ernst  &  Whinney,  raises  another 
specter.  The  IRS,  he  says,  is  well 
aware  that  more  than  one  taxpayer 
has  used  the  unlimited  home  mort- 
gage interest  deduction  to  borrow 
money  and  use  the  proceeds  for  other 
purposes — buying  cars,  educating 
children,  even  buying  tax-exempt  se- 
curities. "Send  the  kids  to  school  on 
the  house,"  as  one  bank's  ads  blatant- 
ly promoted  the  strategy.  Disguising 
consumer  loans  as  mortgage  loans 
would  become  much  more  popular  if 


tax  reform  curtails  most  interest  de- 
ductions except  those  related  to  resi- 
dential mortgages. 

Berenson  concludes  from  the  IRS' 
decision  on  deducting  refinancing 
points  that  the  Service  is  not  likely  to 
sit  still  for  camouflaged  borrowings 
much  longer.  "If  the  IRS  is  going  to  be 
this  restrictive  on  points,"  he  cau- 
tions, "what  makes  you  think  [rules 
on  home  loans]  won't  be  written  in 
the  same  restrictive  fashion?" 

Agrees  Deloitte  Haskins  &  Sells 
partner  Barry  Salzberg:  "I'm  inclined 
to  believe  there  will  be  some  tracing 
(of  how  borrowed  funds  are  spent]  in 
the  tax  bill.  But  this  issue  is  political 
dynamite."  ■ 


Taxing  Matters 


Under  the  Senate's  tax  proposal,  the  IRS 
would  get  a  piece  of  the  action  in  the 
interest  and  penalties  it  collects. 


The  taxman  as 
bounty  hunter 


By  Laura  Saunders 


Should  the  IRS  work  on  com- 
mission? That,  in  essence, 
would  be  the  effect  of  a  little- 
noticed  item  in  the  Senate  Finance 
Committee's  tax  reform  bill.  The 
measure  states  that  a  portion  of  the 
IRS'  annual  budget  would  come  from 
the  penalties  and  interest  the  Ser- 
vice's agents  collect.  The  more  the 
agents  collect,  the  more  they  would 
be  able  to  spend  on  enforcement. 

The  idea  behind  the  measure  is 
that,  unlike  most  government  agen- 
cies, the  IRS  raises  more  money  than 
it  spends.  "The  yield  is  about  $10  of 
revenue  for  every  dollar  spent,  and 
revenues  from  compliance  have  been 
flat  since  1982,"  says  Fred  Goldberg, 
former  IRS  chief  counsel  and  now  a 
partner  at  Skadden  Arps  Slate 
Meagher  &  Flom.  The  larger  the  pro- 
ceeds reinvested  in  enforcement,  the 
bigger  the  take. 


Several  years  ago  an  IRS  study  esti- 
mated the  "tax  gap"  of  revenues  owed 
but  not  paid  at  $90  billion,  with  only 
about  10%  of  that  due  from  criminal 
tax  evaders.  The  Joint  Tax  Commit- 
tee estimates  that  the  IRS  will  bring 
in  about  $5  billion  a  year  in  new  reve- 
nues by  1991  if  the  measure  flies. 
Small  wonder  that  IRS  Acting  Com- 
missioner James  I.  Owens  told  a  group 
of  CPAs  last  month,  concerning  the 
tax  bill  as  a  whole,  "I  won't  beat 
around  the  bush.  We  like  it." 

What's  more,  Congress  has  added  or 
beefed  up  over  50  penalties  since  1982 
(Forbes,  Apr.  7).  Already  the  agents 
are  not  hesitating  to  apply  them.  Ger- 
ald Portney,  a  former  top  IRS  official 
who  is  now  a  partner  with  Peat  Mar- 
wick,  notes  that  on  the  subject  of  pen- 
alties "there  is  a  major  war  between 
the  Service  and  the  public." 

Can  you  imagine  how  nasty  the  war 
could  get  once  the  IRS  has  a  direct 
stake  in  the  outcome?  ■ 
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From  its  opening  in  1978,  the  New  York  City  branch  of  Societe  Generale,  one 
pe  world  's  leading  international  banks,  planned  for  growth.  Antonino  Piscitello, 
t  vice  president  of  the  Information  Services  Group,  notes,  "We  clearly  knew 
^it  we  wanted.  A  fully-automated,  fully-integrated  international  banking  system 
could  easily  modify  and  upgrade.  Digital  offers  that  capability." 

Digital's  style  of  computing  makes  growth  simple,  fast  and  cost-effective.  As 
p  Lewandowskl  vice  president  and  EDP  manager,  states,  "Digital's  consistent 
nputing  environment  offers  the  perfect  building  block.  Because  of  Digital's 
|bility.  it's  easy  to  add  new  hardware  and  programs  and  to  capitalize  on  what  we 

"A  banking  system  so  open- 
ended,  Societe  Generale 
can  build  on  it  without 

losing  any  of  our 
computing  investment!' 

^ady  invested  in.  Instead  of  becoming  obsolete,  the  system  keeps  increasing  in 
lie  and  efficiency." 

\  Mr.  Piscitello  cites  but  one  example  of  Digital's  role  in  making  the  bank  more 
lipetitive.  "We  developed  and  introduced  a  series  of  cash  management  products 
pree  months.  With  any  other  computer  system  it  probably  would  have  taken  a 
or  longer." 

|  To  get  v<  i  ;r  competitive  advantage  now,  write:  Digital 
aipment  Corporation,  200  Baker  Ave.,  West  Concord, 
ssachusetts  017  fi.  Or  call  your  local  sales  office. 

fcEoummciii  <  -ion  I'M,  i  I  'he  Diiutal  ''W  =rr  iradcm.nks  <■!  I  ''wul 1  -  -  i1'  •!  »•>  »*-•»»  i.orpofatiOn- 


Numbers  Game 


By  John  Heins 


For  14  years  Coopers  &  Lybrand  did  a  nice 
business  auditing  the  books  of  USF&G 
Corp.  Suddenly,  the  accountants  resigned. 

Now  you  see  it, 
now  you  don't 
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WITHOUT    WARNING,    Coope  |^ 
&  Lybrand  resigned  on  Ap 
24  as  auditor  for  Baltimore! 
USF&G  Corp.  What's  the  deal?  B: 
Eight  accounting  firms  don't  often  u 
and  quit  an  audit  engagement  after  I 
years,  especially  one  that  brings 
fees  of  probably  $1  million  a  year  froi 
an  $8  billion  property/casualty  insu] 
ance  company.  Something  big?  Big  ii  p'j 
deed.  Two  weeks  before  the  resign! 
tion,  USF&G,  prodded  by  Coopers  I 
Lybrand,  had  restated  its  financu 
statements  for  1983,  1984  and  tl 
first  nine  months  of  1985.  The  resul 
were  not  pretty.  The  restatement  ci 
1983's  operating  income  by  19%, 
$140  million,  and  slashed  1984's  ope 
ating  income  from  plus  $93  million  I 
minus  $41  million. 

What  happened?  Battered  by  hu| 
underwriting  losses  since  198 
USF&G  needed  help.  It  discovered 
could  use  its  investment  portfolio 
exploit  some  of  the  new  financial  a 
stractions  Wall  Street  has  dreamed  i 
in  recent  years.  Until  Coopers  &  ii 
brand  finally  blew  the  whistle,  final 
cial  wheeling  and  dealing  enabl4|'V: 
USF&G  to  boost  investment  incon 
and  take  it  into  operating  income. 

Explains  David  O'Leary,  an  insu 
ance    stock    analyst    at    Hartf  oi  f*'ou 
Conn.'s     Fox-Pitt,     Kelton,  Im 
"USF&G  was  basically  transient 
money  from  capital  to  income.  Whil 
its  [reported  investment]  income  w 
going  up,  capital  was  getting  killed 
How  do  you  transfer  money  frol 
the  investment  portfolio  to  operatii 
income?  One  clever  USF&G  stratej 
involved   selling   covered  call 
tions — that  is,  selling  investors 
right  to  buy  stock  in  USF&G's  portl 
lio  at  a  predetermined  price. 

Suppose,      hypothetically,  th 
USF&G  owned  IBM  at  a  cost  of  $10C 
share.  IBM  rises  to  $150,  so  USFSi 
has  earned  a  capital  gain  of  $50.  B 
the  insurer  might  sell  a  $140  call 
right  to  buy  the  stock  for  $14 
against  its  IBM  for  a  premium  of  $2 
The  accounting  question  is,  Whe 
do  you  record  that  $20  premium?  . 
part  of  "realized  gains  or  losses 
investments"?  Or  as  part  of  operati 
income,  along  with  gains  or  losses 
underwriting?  Operating  income, 
member,  is  what  analysts  and  invi 
tors  tend  to  look  at  when  judging 
insurer's  performance. 

Until  the  restatement,  USF&G  w 
recording  the  entire  premium  as  op 
ating  income.  It  was  doing  so  desp 
the  fact  that  part  of  the  premium  |$ 
in  our  example)  reflected  a  capi 
gain  already  in  the  stock  when  t 


no 


was  sold.  Then,  when  the  call  was 
cised,  USF&G  would  show  a  $10 
tal  loss — the  stock,  carried  at 
D  on  the  books,  was  being  "sold" 
>  140.  By  sticking  $10  of  what  had 
l  a  capital  gain  into  income, 
&G  effectively  depleted  the  capi- 
iccount  to  augment  the  operating 
ime  account.  Coopers  &  Lybrand, 
i,  required  USF&G  to  put  some  of 
e  capital  gains  back  into  "realized 
s  on  investments." 
riother  of  USF&G's  devices  to 
>t  reported  income  involved  buy- 
dividends.  USF&G  would  buy 
ks  before  the  dividend  date  of  re- 
[,  entitling  it  to  receive  the  divi- 
i  and  record  investment  income, 
n,  still  before  the  record  date, 
&G  would  agree  to  sell  the  stock 
ividend  at  a  capital  loss — that  is, 
le  market  price,  minus  the  divi- 
1  payment  the  new  owner  would 
receive.  Again — taking  money  out 
le  capital  account  and  putting  it 
operating  income.  According  to 
restatement,  these  dividend 
hinations  overstated  operating  in- 
ieby$81  million  ($1.49  a  share)  in 
1  and  $120  million  ($2.02  a  share) 
985. 

here  was  more.  In  order  to  take 
:alized  gains  on  some  of  its  debt 
irities  into  net  income,  USF&G 
ild  sell  and  then  immediately  re- 


purchase the  securities.  Similar 
"wash  sales"  are  common  to  realize 
losses  near  the  end  of  the  year  for  tax 
purposes.  But  neither  the  IRS  nor  the 
accountants  have  any  standards  deal- 
ing with  wash  sales  to  realize  gains. 
Only  after  Coopers  &  Lybrand  argued 
that  the  economic  substance  of  the 
wash  sale  transaction  was  not  really  a 
sale  did  USF&G  restate  the  question- 
able gains — which  had,  it  now  ap- 
pears, overstated  net  income  by  $52 
million  in  1984  alone. 

USF&G  executives  seek  to  shift  the 
blame  to  fuzzy  accounting  rules. 
"There  are  so  many  new  ways  to  in- 
vest your  money  and  trade  your  secu- 
rities," contends  Paul  Schlough, 
USF&G's  vice  president  for  investor 
relations,  "that  the  accounting  treat- 
ment never  really  was  very  clear." 
Schlough  might  have  a  point — except 
for  the  rules  of  common  sense,  and 
the  fact  that  other  firms  have  been 
more  conservative.  Several  mutual 
fund  companies  and  at  least  two  other 
insurers  (Combined  International  and 
American  General),  for  example,  also 
write  covered  call  options  but  mostly 
credit  all  proceeds  to  capital  gains,  not 
investment  income. 

Are  USF&G's  shenanigans  unique? 
Probably  not.  The  Securities  &  Ex- 
change Commission  was  worried 
enough  that  it  asked  the  Financial 


Accounting  Standards  Board  to  put  a 
major  project  concerning  "financial 
instruments" — such  as  options — on 
the  FASB's  already  crowded  agenda. 
The  board  has  its  work  cut  out.  "The 
area  of  financial  instruments  is  one  of 
the  final  frontiers,"  says  John  Dem- 
ing,  KMG  Main  Hurdman's  director 
of  accounting.  "There  is  no  real  au- 
thoritative accounting  literature,  and 
anyway,  Wall  Street  seems  to  come 
out  with  a  new  scheme  every  day." 

What  of  Coopers  &  Lybrand's  part- 
ners, without  whose  prodding 
USF&G  might  still  be  magically  turn- 
ing capital  gains  into  income?  The 
firm  refuses  to  comment  on  the 
USF&G  affair.  That  may  be  because 
Coopers  rendered  clean  opinions  for 
USF&G's  1983  and  1984  reports; 
those  opinions  may  have  helped 
USF&G  in  raising  $268  million  in 
much-needed  capital  through  two 
stock  offerings  last  year.  A  sharehold- 
er class  action  suit  was  filed  against 
Coopers  and  USF&G  soon  after  the 
restatement,  alleging  negligent  mis- 
representation and  fraud. 

Perhaps  a  little  late,  the  accoun- 
tants nonetheless  did  the  courageous 
thing  in  forcing  its  client  to  stop  play- 
ing accounting  games.  What  a  pity 
Coopers  ends  up  paying  for  its  courage 
by  being  sued  as  well  as  by  losing  a 
valuable  account.  ■ 


IfyouthinkthisisaflColemandoes, 


you're  notevenwarm. 


Coleman  >!}ife48 


Most  people  know  Coleman  makes  lanterns.  What  they  don't  know  is  we  also 
make  more  quality  coolers  and  jugs  than  anyone  in  the  world.  For  even  more 
surprises,  call  1-800-328-4646,  ext.  163  (in  Minnesota,  1-800-752-4242,  ext.  163).  " 
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Edited  by  Jeffrey  A.  Trachtenberg 


Miller  is  floundering.  Last  year  the  big 
brewer  poured  $60  million  into  an  ad 
campaign  to  revive  High  Life  beer.  No  go. 
Now  its  newest  label  will  compete  against 
its  own  flagship  brand. 

Draft,  or  daft? 


By  Matthew  Heller 


iller  Brewing  Co.'s  latest 
wrinkle  is  called  Genuine 
Draft.  The  Philip  Morris 
subsidiary  claims  it  has  acquired  from 
Japan  the  technology  of  pouring  tap 
beer  flavor  into  bottles  and  cans.  And 
since  beer  is  a  no-growth  business 
these  days,  Miller  hopes  its  draft  beer 
gambit  will  grab  some  of  those  now 
loyal  to  other  brews.  After  all,  even  a 
1%  increase  in  market  share  means 
an  extra  1.8  million  barrels  in  sales,  or 
$126  million  in  revenues. 

But  there  are  plenty  of  problems 
with  this  strategy.  The  biggest  may  be 
overcoming  the  embedded  skepticism 
among  drinkers  that  any  of  the 
canned  or  bottled  stuff  can  have  the 
fresh,  rich  taste  of  beer  from  a  keg.  No 
beer  in  recent  memory  has  successful- 
ly sold  itself  as  a  draft  surrogate. 

More  than  that,  the  new  Genuine 
Draft  is  aimed  at  the  domestic  premi- 


um market,  meaning  it  is  aimed  at 
Miller  High  Life  territory,  where  six- 
packs  sell  for  between  $3.50  and 
$4.50.  That  is  still  the  largest  seg- 
ment, accounting  for  44%  of  total  vol- 
ume, or  $15  billion.  But  Budweiser  is 
the  giant  here,  with  46  million  barrels 
sold  last  year,  while  Miller's  old  High 
Life  brand  has  plunged  from  a  peak  of 
24  million  barrels  in  1979  to  about  13 
million  in  1985.  High  Life  each  day 
looks  more  like  a  dying  label.  And  last 
year's  $60  million  "Made  the  Ameri- 
can Way"  advertising  campaign  creat- 
ed by  J.  Walter  Thompson  failed  to 
resuscitate  it. 

Miller,  of  course,  does  have  one  flat- 
out  winner,  dominating  the  low-cal 
brews  with  its  Lite  brand.  Sales  of 
Miller  Lite  grew  from  1 1  million  bar- 
rels in  1979  to  19  million  barrels  in 
1985,  capturing  the  weight-conscious, 
affluent,  young  beer  drinkers  and  cre- 
ating an  entirely  new  product  catego- 
ry for  the  industry.  Safe  to  say  that  a 
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lot  of  High  Life  drinkers  are  nov 
quaffing  Lite  as  the  summer  swelter, 
on.  In  short,  some  of  Lite's  succes 
came  out  of  High  Life's  hide. 

The  same  may  well  hold  true 
High  Life  Genuine  Draft,  priced  th\ 
same  as  High  Life.  No  problem 
claims  the  company.  Miller  says  si: 
months  of  test  marketing  in  fou 
states  shows  it  is  picking  up  new  cus) 
tomers  with  its  fledgling  brand. 

Some  industry  experts  say  thai 
aside  from  Lite,  Miller's  only  chanci 
of  boosting  sales,  and  a  long  shot  a 
that,  is  with  an  entirely  new  productl 
Is  Genuine  Draft  really  a  new  prod 
uct?  That's  for  the  consumers  to  de 
cide.  Miller  obviously  figures  it' 
worth  the  risk.  The  company  has  al 
ready  spent  a  considerable  sum  deve] 
oping,  and  an  estimated  $15  millioi 
on  advertising  Genuine  Draft,  and  i 
now  rolling  it  out  nationally  with 
TV  and  print  campaign  created  b 
Backer  &  Spielvogel.  Altogethei 
Miller  expects  to  spend  at  least  $14 
million  on  its  three  brands  this  yearj 
The  nettlesome  question  is  wheth 
er  Miller  is  putting  the  right  horse  ii 
the  race.  The  idea  of  bottling  dral 
beer,  which  supposedly  tastes  bettq 
than  regular,  heat-pasteurized  brews 
is  not  new.  Adolph  Coors  Co.,  fa 
example,  has  been  doing  it  since  thi 
late  1950s,  and  it  is  now  the  nation 
fourth-biggest  seller  at  8.5  millioi 
barrels.  But  Coors  does  not  advertisi 
itself  as  a  "draft"  beer. 

Miller,  though,  insists  its  black  la 
bel  is  the  first  true  draft  in  a  packag 
that  does  not  need  careful  handlin 
and  refrigeration,  as  Coors  does.  Thi 
supposed  secret  is  a  cold-filter  tech 
nology  acquired  from  Japan's  Sappor 
Breweries. 

Backer  &  Spielvogel  leans  hard  o: 
this  technology  claim  in  its  four  3C 
second  spots,  three  of  which  featur 
great  ideas— the  automobile,  the  par 
chute  and  the  wheel — that  were  firs 
met  with  great  skepticism.  Th 
fourth  is  a  straight  product  endorse 
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Three  scenes  from  a  Genuine  Draft  commercial 
Can  anybody  taste  the  difference? 


it  favorably  comparing  Genuine 
ft  with  beer  from  the  tap. 
here's  one  problem:  Some  beer  afi- 
lados  say  Genuine  Draft  and  High 
taste  the  same.  "I  don't  think 
luine  Draft  is  a  sufficiently  differ- 
product,"  says  Robert  Weinberg, 
:rage  industry  consultant. 


Something  else  that  may  well  give 
Miller  executives  hangovers:  The 
draft  beer  hype  could  easily  end  up 
boosting  sales  of  Coors,  which  has 
been  building  market  awareness  for 
over  20  years.  Says  Gary  Truitt, 
Coors'  vice  president  of  international 
marketing,  "Any  missionary  work  for 


unpasteurized  beer  will  benefit  us." 

In  any  case,  it  will  be  another  18 
months  before  Miller  knows  whether 
it  has  a  winner.  The  verdict  in  this 
corner  after  drinking  a  six-pack:  Gen- 
uine Draft  is  fuller-bodied  than  High 
Life  but  still  misses  the  taste  of  a  cold 
beer  straight  from  the  tap. 


Paul  Dat- 


ing once, 

ng  twice  . . .  gone 

t  the  lavish  annual  February  Ara- 
bian horse  auctions  in  Scottsdale, 
:.,  marketing  was  always  slickly 
ged  with  showmanship.  And  none 
erstood  better  how  to  please  the 
lence  than  Lasma  Corp.,  the  in- 
:ry's  top,  privately  held,  breeding, 
keting  and  auction  company, 
na  thought  nothing  of  flying  in 
Hope,  the  Beach  Boys  or  Sammy 
is  Jr.  to  perform  at  its  1,400-seat 
ion  amphitheater  and  keep  the 
i  rollers  smiling. 

was  not  exactly  your  dusty,  low- 
horse  show.  When  you  talk  Ara- 
.  horses,  the  low-end  market  hov- 
around  $5,000  per  animal.  The 
tsdale  auction  has  been  strictly 
i-end,  the  top  5%  of  the  business, 
re  one  mare  sold  for  $2.6  million. 

Arizona  audience  has  routinely 
tided  such  business  and  entertain- 
it  rich  as  talk  show  host  Merv 
fin,  singer  Wayne  Newton  and 
idental  Petroleum  Chairman  Ar- 
id Hammer.  While  they  sipped 
ctails  and  nibbled  petits  fours  at 
equine  spectaculars  run  by  Lasma 

at  least  ten  other  sales  firms, 
e  folks  also  spent  big  money.  Las- 
i  Scottsdale  auction  sales  alone 
:  from  $2.7  million  in  1977  to  $27 
ion  last  year.  In  the  same  period 
1  revenue  from  the  annual  Arizo- 
uctions,  a  benchmark  for  the  in- 
:ry,  grew  from  $2.7  million  to  $50 
ion,  25%  of  total  industry  sales. 
>r  their  money  the  buyers  got 
itiful  horses — "living  art,"  some 
them — that  were  bred  to  be  rid- 

shown,  smothered  in  blue  rib- 
>  and  bred  again.  Training  and 
ving  a  single  Arabian  can  cost  up 
17,000  a  year.  Most  buyers  figured 
:cover  their  costs  and  investments 
breeding  and  selling  ever  finer, 
ier  Arabians.  Others  looked  for 
:rent  rewards.  "My  chest  has  been 
l  three  times,  but  I  take  no  medi- 
an," says  New  York  real  estate 
:loper  Arnold  Fisher.  "Those  hors- 
re  my  medication." 
edication  maybe,  but  some  peo- 
bought  for  profit,  encouraged  by 
:les  in  Business  Week  and  else- 
re.  For  them  the  party  has  come 


Lasma  President  Eugene  LaCroixJr.  wi 
Prices  are  down,  the  party's  over. 


to  an  abrupt  end.  The  bottom  has  fall- 
en out  of  the  luxury  horse  market. 
Even  a  brief  investigation  would  have 
shown  luxury  horse  fanciers  that  sur- 
prisingly chintzy  show  prizes  (only  $3 
million  last  year)  would  never  cover 
expenses,  and  that  breeding  fees  and 
the  quality  of  foals  are  unpredictable. 

Just  as  important,  the  collapse  of 
world  oil  prices  has  kept  many  of  the 
auction's  richest  buyers  at  home. 
Talk  of  tax  reform  frightened  breed- 
ers, who  thought  they  might  lose  the 
five-year  depreciation  allowances  on 
the  horses.  There  is  now  a  glut  of  the 
gorgeous  animals. 

More  than  that,  the  sour  whiff  of 
scandal  has  infected  Lasma.  In  the  last 
five  months,  two  lawsuits  have  been 
filed  against  the  company  and  its  pres- 
ident, Eugene  LaCroix  Jr.,  39,  in  Ari- 
zona. The  suits  charge,  among  other 
things,  that  Lasma  fraudulently  in- 
flated the  prices  by  planting  shills 
among  the  bidders  at  auctions  and 
publicized  prices  that  were  never 
paid.  LaCroix  denies  it  all. 

Still,  all  of  this  has  made  buyers  of 
expensive  Arabians  extremely  wary. 
Average  auction  prices  fell  from 
$153,000  to  $73,750  last  February. 


Overall,  Scottsdale  sales  dropped  to 
$30  million,  down  40%  from  the  year 
before,  despite  a  25%  increase  in  the 
number  of  horses  sold,  says  the  Arabi- 
an Horse  Digest,  an  industry  newslet- 
ter. Lasma's  sales  fell  52%,  to  $13 
million.  Film  director  Mike  Nichols, 
who  once  valued  a  top  mare  at 
$750,000,  settled  for  $200,000. 

Whether  or  not  the  suits  are  justi- 
fied, Lasma  has  been  devastated.  La- 
Croix sold  70%  of  its  Star  World  mar- 
keting arm,  including  two  auction 
centers,  and  reorganized  Lasma  after 
selling  all  of  his  231  mares  and  one 
stallion  to  Pacific  Holding  Corp. 
Chairman  David  Murdock  for  about 
$25  million. 

"Nothing  goes  up  forever,"  LaCroix 
says.  "Star  World  will  begin  market- 
ing medium-quality  horses  and  pro- 
vide leadership  from  major  breeders 
nationwide,  not  just  one." 

Maybe  so,  but  there  is  a  lot  of  angry 
grumbling  in  Scottsdale  these  days. 
Country  music  star  Kenny  Rogers,  for 
example,  has  sold  most  of  his  75  Aij- 
bians.  A  spokesman  for  the  singer  said 
he  didn't  want  to  comment  on  his 
withdrawal  from  the  market  because 
he  has  "a  negative  point  of  view." 
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The  horsey  set  confidently  expects 
the  high-end  Arabian  show  market  to 
recover.  But  the  next  time  someone 
sells  horses  while  the  Beach  Boys  sing 
in  the  background,  potential  buyers 
may  remember  they  don't  have  double- 
digit  inflation  to  bail  them  out  from 
their  extravagances. — Alyssa  A.  Lappen 


The  new  stars  of 
global  marketing 

In  the  game  of  global  marketing, 
only  a  handful  of  goods  qualify  as 
world  products — Coca-Cola,  Mer- 
cedes-Benz, McDonald's — products 
whose  reputation  transcends  nation- 
al tastes.  But  now,  like  fast  food  and 
fast  cars,  some  stock  issues  may  be 
about  to  enter  this  exclusive  group  of 
world  names. 

In  March  Merrill  Lynch  and  KLM, 
the  Dutch  airline,  broke  new  ground 
in  global  stock  marketing  by  selling 
$307  million  of  the  airline's  shares 
worldwide.  KLM  wanted  the  money 
to  buy  new  planes. 

Certainly  international  equity 
deals,  such  as  the  fast-sellout  1984 
offering  of  British  Telecom,  have  been 
done  before.  But  it  wasn't  what  the 
folks  at  Merrill  Lynch  did  with  KLM; 
it  was  how  they  did  it.  In  earlier  deals 
the  lead  underwriter  carefully  allocat- 
ed blocks  of  shares  to  banks  in  each 
underwriting  region,  the  U.S.,  Far 
East  and  Europe,  represented  by  the 
three  big  capital  markets,  New  York, 
Tokyo  and  London.  Underwriters 
were  prohibited  by  informal  agree- 
ment from  selling  outside  their  re- 
gion. This  time,  though,  Merrill 
Lynch  imposed  no  regional  restric- 
tions, so  it  was  free  to  shift  shares 
around  the  world's  markets — New 
York  bought  more  than  expected,  To- 
kyo bought  less — to  get  the  best  price 
for  KLM.  Shares  were  bought  in  far-off 
corners  such  as  Kuwait,  Hong  Kong, 
Manila,  Vienna,  Sydney  and  Athens. 

It  was,  therefore,  not  only  the  most 
global  marketing  effort  but  also  the 
largest  airline  offering  since  Howard 
Hughes  sold  his  stake  in  Trans  World 
Airlines  in  the  1950s.  Why  did  KLM 
decide  to  go  global?  The  smallish  Am- 
sterdam stock  exchange  (market  val- 
ue: $58  billion,  less  than  the  market 
value  of  IBM)  could  not  possibly  ab- 
sorb the  whole  issue  alone  .  Moreover, 
KLM  stock  has  been  listed  on  the 
New  York  Stock  Exchange  since 
1958,  and  one-third  of  its  sharehold- 
ers are  based  there.  "We  operate  inter- 
nationally, so  our  finances  are  inter- 
national," says  KLM  spokesman  Nico 
Harmse. 

So  KLM  could  easily  satisfy  the  first 


marketing  hurdle — complying  with 
U.S.  securities  laws,  the  most  strin- 
gent in  the  world.  After  that  came  the 
agonizing  logistics  of  staging  15  road 
shows  to  flog  the  stock  in  New  York, 
Amsterdam,  London,  Frankfurt,  Zu- 
rich and  Chicago,  among  other  lo- 
cales, starring  top  company  managers 
and  their  bankers.  The  trick  was  to  be 
lavish  but  not  vulgar,  entertaining  yet 
persuasive.  The  message,  though  tai- 
lored for  each  audience,  was  relatively 
simple:  KLM,  with  the  industry's 
lowest  fuel  and  wage  costs  as  a  per- 
centage of  revenues,  is  a  good  invest- 
ment. Better  yet,  KLM  has  made  mon- 
ey in  each  of  the  last  ten  years,  a 
record  of  profitability  unmatched  by 
any  major  American  airline. 

So  in  the  U.S.  the  sales  team  em- 
phasized KLM's  consistent  profitabil- 
ity— important  in  a  country  where  de- 
regulation has  staggered  the  industry. 


rector.  With  73  underwriters  sprej 
across  more  than  a  dozen  nation 
selling  the  stock  internationally  w, 
an  administrative  nightmare. 

To  make  the  stock  more  enticmg 
demanding  U.S.   investors,   for  ii 
stance,  KLM  granted  dividends  to  tl 
new  shareholders  (the  deal  was  coi 
templated  five  days  before  the  con 
pany's  fiscal  year-end);  that  cost  KLi 
$10  million  and  probably  would  hai| 
been  unnecessary  had  the  deal  bei 
sold  only  in  Europe.  The  lengthy  U. 
registration  requirements  meant  t! 
the  offering  took  six  months  to  co 
plete;  a  European  sale  would  have  t 
en  only  one  month. 

By  the  time  all  the  stock 
placed,  the  marketing  bill  came  i 
more  than  $1.5  million,  excludin 
selling  commissions  to  the  brokei 
Ultimately,  the  big  institutions  toq 
half  the  stock,  and  individual 


David  Meachin,  Merrill  Lynch  managing  director 

"Now  I  understand  what  it  must  be  lUce  to  run  the  17  JV. 


But  in  Europe  KLM  was  pushed  as  a 
growth  stock  because  the  Dutch  gov- 
ernment was  cutting  its  holdings 
from  55%  to  39%.  This,  the  team 
pointed  out,  meant  management 
would  have  freer  rein  to  run  the  com- 
pany more  efficiently.  And  these  tac- 
tical sales  gambits  turned  out  to  be 
crucial  to  the  issue's  success. 

"European  investors  are  much  easi- 
er to  handle  than  American,"  says 
Frank  Spaan  of  Algemene  Bank  Ne- 
derland,  the  big  Dutch  bank  that  co- 
managed  the  deal.  "For  the  U.S.  road 
show,  KLM  had  prepared  a  list  of  an- 
swers to  difficult  questions.  They 
didn't  need  it  in  Holland." 

"I  now  understand  what  it  must  be 
like  to  run  the  U.N.,"  says  David 
Meachin,  Merrill  Lynch  managing  di- 


got  the  rest.  When  the  smoke  cleare 
Merrill  Lynch  had  decisively  demoi 
strated  its  emerging  internationi 
sales  clout.  With  no  regional  restri 
tions  on  where  it  could  sell  stock,  tr 
powerful  U.S.  broker  outsold  mar 
European  underwriters  in  their  hon] 
territory,  a  notion  considered  uj 
thinkable  until  recently.  "Capitl 
markets  have  moved  from  regiom 
stock  exchanges  to  a  national  stoo 
exchange,  and  now  a  global  stock  e 
change,"  Merrill  Lynch's  Meachi 
says  proudly. 

On  the  increasingly  important  glo. 
al  stage,  the  Americans — with  the 
well-developed  marketing  ability-i 
may  have  a  considerable  competitil 
edge,  at  least  for  now. — Marcia  Berss- 
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THERE'S  A  NEW 
FINANCIAL  GIANT 
IN  AMERICA. 


ir  a  century  you  knew  us  for 
lsurance. 

)\v  there's  more,  much  more, 
e's  home  and  auto  insurance 
Prudential  Property  and 
alty  Insurance  Company, 
brokerage  services  from 
ential-Bache  Securities. 
fi  coverage  in  select  cities 


throughout  the  country  from 
Prudentials  health  maintenance 
organizations.  Residential  real 
estate  mortgages  through 
The  Prudential  Home  Mortgage 
Program?"  Loans  and  select 
account  services  from 
The  Prudential  Bank  and  Trust 
Company.  As  well  as  IRAs, 


mutual  funds  and  new  and  innovative 
forms  of  life  insurance  through 
The  Prudential  you  already  know. 

It's  powerful  new  financial  help 
that's  solid  as  the  Rock  itself. 

TheRock.ThePrudential.It'sstrong. 
It's  on  the  move.  It's  bigger  than  life. 

WE  EE  BIGGER  THAN  LIFE. 


*  /.»,] 


The  Prudential 


Insurance  & 
Financial  Services 

The  Prudential  Insurance  Company  of  America 

Prudential-Bache  Securities 

The  Prudential  Bank  and  Trust  Company 

Prudential  Property  and  Casualty  Insurance  Company 

Prudential  Health  Care  Plan,  inc. 

The  Prudential  Asset  Management  Company.  Inc. 

PmCapital,  Inc. 

The  Prudential  Realty  Group 

©1986  The  Prudential  Insurance  Company  of  America. 
Newark,  New  Jersey 


Science  &  Technology 


Edited  by  Gail  Bronson 


Conserving  energy  may  save  on  the  electric 
bill,  but  bad  air  is  making  more  and  more 
office  workers  sick. 

Some  like  it 
comfortable 


Health 


For  most  people 
in  Detroit,  Mar. 
14  was  just  an- 
other Friday.  But  it's  a  day  employees 
working  in  a  onetime  warehouse  that 
was  being  converted  into  a  court- 
house for  Michigan's  36th  District 
Court  won't  soon  forget.  Eighty  work- 
ers that  morning  were  rushed  to  hos- 
pitals from  the  building,  known  as 
Madison  Center,  after  reeling  with 
dizziness  and  weakness,  vomiting  or 
simply  falling  unconscious  on  various 
courthouse  floors.  By  noon  a  judge, 
who  wasn't  feeling  too  well  himself, 
ordered  all  500  personnel  out  of  the 
building. 

A  sudden  outbreak  of  Legionnaires' 
disease?  Not  quite.  You've  heard  of 
toxic  shock  syndrome  and,  of  course, 
acquired  immune  deficiency  syn- 
drome. But  are  you  ready  for  "sick 
building  syndrome"?  That  is  what  the 
National  Institute  for  Occupational 
Safety  &  Health  (NIOSH),  an  arm  of 
the  U.S.  Department  of  Health  &  Hu- 
man Services,  says  several  hundred 
offices  around  the  country,  including 
the  Detroit  courthouse,  now  have. 
Workers  just  about  everywhere  in  re- 
cent years  have  been  complaining  of 
air  quality  in  their  work  environ- 
ments. Result:  NIOSH  field  investiga- 
tors are  scrambling  to  keep  up  with 
mushrooming  requests  from  thou- 
sands of  coughing,  sneezing  employ- 
ees to  monitor  the  air  quality  in  their 
buildings. 

The  increase  in  building-related 
complaints  about  illness  has  paral- 
leled the  increased  emphasis  on  ener- 
gy conservation  in  construction  and 
maintenance  of  office  buildings.  "The 
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design  of  energy-efficient  buildings 
puts  an  emphasis  on  reducing  the 
amount  of  fresh  air  that  comes  in," 
explains  Joe  Peach,  a  NIOSH  industri- 
al hygienist.  "The  problem  is  increas- 
ing in  many  cases  simply  because  new 
buildings'  windows  don't  open." 

The  problems  in  over  half  of 
NIOSH's  356  completed  studies  stem 
from  inadequate  air  flow  in  offices. 
Investigators  frequently  encounter 
building  operators  trying  to  save  a 
buck  by  starting  up  ventilation  sys- 
tems late  and  shutting  them  down 
early  during  a  workday.  Inadequate 
ventilation  problems  are  exacerbated 
by  too  much  or  too  little  humidity.  If 
the  humidity  rises  too  high  in  en- 
closed offices,  fungi  and  bacteria  can 
grow  rapidly  and  be  blown  into  the 
rooms,  triggering  allergic  reactions. 


Microbes  growing  in  humidifiers  a 
cause  upper  respiratory  irritatio 
Bugs  living  in  heating  units  flooded  1 
snow  water  can  cause  noxious  odor 

Office  workers  are  surrounded  1 
synthetics  that  give  off  hundreds 
different  types  of  gases  and  chemical 
Everything  from  shampoo  buildup  i 
carpets  to  glues  and  adhesives  in  fu 
niture  and  building  materials  era 
these  agents.  Such  emissions,  ; 
though  at  low  levels,  can  cause  rea 
tions  in  hypersensitive  workers. 

Overpopulation  of  office  spac 
which  excessively  taxes  even  an  efi 
ciently  operating  ventilating  systen 
is  another  reason  for  sick  building  sy 
drome.  This  was  the  case  for  traders  c 
the  trading  floor  of  Salomon  Brothe 
at  1  New  York  Plaza  in  Manhattan 
financial  district.  Traders  complains 
of  sinus  irritation  and  intermittei 
headaches.  No  wonder,  said  NIOS 
investigators  after  their  inspectioj 
Employee  ranks  had  tripled,  to  31 
since  the  investment  bank  first  occl 
pied  the  building  in  1969,  but  withoi 
any  increase  in  ventilation  capacitl 
Subsequent  installation  of  suppll 
mental  ventilation  equipment  elim 
nated  the  complaints. 

Even  the  U.S.  General  Services  A( 
ministration  is  afflicted  with  sio 
building  syndrome.  One  of  the  worj 
problems  involves  Columbia  Plaza, 
federal  office  complex  erected  i 
Washington,  D.C.  in  1974.  Tenant 
including  employees  of  the  State  D 
partment,  Bureau  of  Mines  and  Eqm 
Employment  Opportunity  Commi 
sion,  have  been  complaining  about  a 
lergic  reactions  and  breathing  impaii 
ment  for  eight  years. 

NIOSH  has  uncovered  problems^ 
from  faulty  filters  that  allow  dust  an 
pollen  into  the  building,  to  undraine 
cooling  coils  that  have  become  bree< 
ing  grounds  for  mold,  fungi  and  oth< 
respiratory  irritants.  The  GSA  hs 
spent  over  $500,000  to  improve  G. 
lumbia  Plaza's  air,  but  the  problem 
persist.  "We  haven't  reached  fini 
conclusions  about  what  we  need  to  d 
here.  It's  a  continuing  problem,"  sa^j 
James  Whitlock,  a  GSA  bureaucrat  i 
charge  of  the  building. 

And  what  of  the  gasping  courthous 
workers  in  Detroit?  No  law  exists  t 
compel  employers  to  provide  clean  a 
in  workplaces.  But  that  is  not  stoj 
ping  the  employees  from  taking  a  sti 
they  see  others  take  every  day — dr; 
ging  the  issue  before  a  judge. 

In  a  suit  now  being  heard  in  Wayn 
County  Circuit  Court,  the  union  re] 
resenting  300  of  the  building's  50 
employees  is  asking  that  the  sio 
building  be  closed  until  its  problen 
are  remedied. — G.B. 
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►orts  supergear 

obby  Jones  won  the  U.S.  and  Brit- 
ish Opens  in  1926  using  a  persim- 
a-and-hickory  wood  drivei.  Don 
[ge  took  Wimbledon  in  1937  with  a 
cet  of  laminated  ash  strung  with 
ep  gut.  Izaak  Walton,  the  Com- 
it  Angler  himself,  fished  with 
bamboo  rods 
and  lines  of  lin- 
en and  silk, 
oday  equipment  has  changed  so 
ch  that  the  three  would  hardly  rec- 
ize  their  sports.  Golf  club 
x>ds"  are  often  made  now  of  alu- 
ium,  much  prized  for  its  light 
ght  and  strength.  Jogging  sneakers 
le  fitted 
h  micro- 


Design 


computers  to  monitor  workout  times, 
distances  and  strides.  Baseball  bats 
and  tennis  rackets  are  no  longer  likely 
to  be  made  of  wood  but  of  shock- 
resistant,  flexible  materials  such  as 
graphite,  to  give  added  power  to 
strokes. 

Some  of  the  new  sporting  equip- 
ment is  little  more  than  jazzed-up 
junk  for  the  BMW  and  California 
Cooler  set,  but  much  of  the  equip- 
ment, though  expensive,  does  help 
improve  performance  in  various 
sports.  Take  graphite  and  aluminum 
baseball  bats,  which  have  been 
banned  from  major  league  play  be- 
cause of  their 
ability  to  turn 


even  a  .150  hitter  into  a  threat  at  the 
plate.  "It's  just  too  potent  a  weapon, 
too  powerful,"  says  John  Hillench, 
president  of  Hillerich  &  Bradsby,  Inc., 
maker  of  the  famed  Louisville  Slug- 
ger, now  in  Northern  white  ash  or 
aluminum.  How  potent?  In  1975  the 
University  of  Maryland  Terrapins  hit 
20  home  runs  using  wooden  bats;  last 
year,  using  aluminum  bats,  the  team 
hit  88  homers.  Just  as  appealing  are 
graphite  bats  wrapped  over  wood 
cores,  which  offer  almost  as  much 
power  as  aluminum  yet  retain  the  tra- 
ditional-sounding "crack  of  the  bat." 

Another  triumph  of  technology  is 
the  new  lightweight,  yet  oversized, 
milled  aircraft  aluminum  putter  Jack 


Photos  by  David  Hamslev 


1.  ZT  Response  putter 
MacGregor  Golf,  $62 

2.  Tour  Balata  392  golf  balls 
MacGregor  Golf,  $24  per  dozen 

3.  Graphite  GS-2  Softball  bat 
Worth  Sports,  $79.95 

4.  Gramax  graphite  Softball  bat 
Rawlings  Sporting  Goods,  $89.95 

5.  Aluminum  BX-1  baseball  bat 
Easton  Aluminum,  $100 

6.  Reduced  Injury  Factor  baseball 
Worth  Sports,  $4.95 

7.  Boris  Becker  Super  racket 
Puma  USA,  $135 


8.  Series  90  Spectrum  Comp  racket 
Prince  Manufacturing,  $175 

9.  Bergelin  Long  String  graphite  racket 
MacGregor  Sporting  Goods,  $225 

10.  Wilson  Ceramic  racket 
Wilson  Sporting  Goods,  $135 

11.  Reflex  Curve  graphite  and  wood  bow,  $350; 
aluminum  shaft,  turkey-fletch 

arrows,  $38  for  6,  Stemmler  Archery 

12.  Puma  computerized  running  shoe 
Puma  USA,  $199.95. 

13.  Somec  chromoly-frame    12-speed  bicycle 
with  Nisi  carbon-fiber  disk  wheels, 
Campagnolo  brakes  and  dcrailleurs,  $3,500, 
distributed  by  Stuyvesant  Bicycle,  NYC 


14.  Sea  Wing  flippers 
Scubapro,  $52 

15.  Nonfogging  mask 
Techni-Pro,  $49.95 

Inset: 

16.  ColorClector  lure  selector 
Lake  Systems,  $89.95 

17.  Computerized  bait  casting  reel 
Daiwa,  $139.95 

18.  BassMate  computer 
Telko  Properties,  $59.95 

19.  Azimuth  digital  nonmagnetic  compass 
KVH  Industries,  $695 
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I  melease  the  energy  of  networking 
for  your  business.  Meridian*  services  let 
you  share  voice,  data,  text,  and  image  as 
simply  as  you  use  a  phone.  Networking 
your  information  management  tools  into 
one  cost-efficient  resource  gives  you  a 
competitive  advantage.  Ask  for  Meridian 
services,  provided  through  Northern 
Telecom  products.  Available  from  phone 
companies  and  other  suppliers  of 
communication  systems. 


northern 
felccom 


NETWORKING 


Science  & 
Technology 


Let's  go  to  the  floppy  disk 

ith  much  fanfare  nearly  five 


Wv 


Nicklaus  used  to  win  the  Masters  in 
April.  Says  Clay  Long,  an  engineer  at 
Nicklaus'  MacGregor  Golf  Co.,  who 
designed  the  club:  "This  putter  will 
roll  a  ball  close  to  a  foot  farther,  more 
accurately,  than  will  a  standard  putter 
on  a  15-foot  shot."  The  morning  after 
Nicklaus  won  the  Masters,  his  factory 
booked  orders  for  5,000  of  the  clubs  in 
just  three  hours. 

In  tennis,  Wilson,  Puma  and  Prince 
all  have  introduced  new  rackets 
which  combine  ceramic  with  graphite 
and  carbon  fibers  that  dampen  impact 
and  twist,  the  main  causes  of  tennis 
elbow.  One  racket,  the  Prince,  blends 
ceramic,  graphite,  fiberglass  and  Kev- 
lar,  the  Du  Pont  fiber  used  in  light- 
weight bulletproof  vests. 

For  $225,  MacGregor  now  offers  a 
graphite  racket  with  adjustable  ten- 
sion in  the  strings.  Using  a  knob  remi- 
niscent of  a  skate  key  that  fits  into  the 
racket  handle,  the  player  can  change 
the  string  tension  to  optimize  control 
or  ball  velocity.  Says  MacGregor  Pres- 
ident Frederic  Brooks,  "You  may  buy 
it  and  not  like  it,  but  some  guys  didn't 
like  Marilyn  Monroe,  either." 

Nowhere  is  the  new  wave  of  tech- 
nology more  apparent  than  in  fishing, 
a  sport  that  epitomizes  the  notion 
that  "too  much  equipment  is  never 
enough."  Bass  fishermen,  always  no- 
toriously easy  to  hook,  are  snapping 
up  devices  to  tell  them  which  lures  to 
use  under  various  conditions.  One, 
the  ColorClector,  uses  an  underwater 
sensor  on  a  cable  to  measure  water 
clarity  so  that  fishermen  will  know 
which  of  26  different  color  shades  of  a 
lure  the  fish  can  see  best.  For  the 
occasional  fisherman,  the  BassMate 
computer  offers  4,860  combinations 
of  advice  on  lure  shape,  size,  color, 
sinker  weight  and  retrieval  speeds. 

For  the  ultimate  in  field-test  fishing, 
Forbes  went  to  Scotland  to  test  Daiwa 
Corp.'s  new  $139.95  computerized 
graphite  bait  casting  reel.  Forbes 
hoped  to  hook  the  Loch  Ness  monster 
with  this  nifty  gadget,  but  no  such 
luck.  On  the  reel's  sportswatch-like 
display,  a  bar  graph  leapt  upward,  plot- 
ting the  progress  of  the  black-and-gold 
"torpedo"  lure  as  it  swirled  down- 
stream in  the  River  Oich,  headstream 
of  Loch  Ness,  at  10  feet  per  second. 

Alas,  no  strikes,  but  should  Forbes 
have  expected  anything  else?  After 
all,  if  the  sport  were  all  that  easy,  they 
wouldn't  call  it  fishing,  they'd  call  it 
catching.— Allan  Dodds  Frank 


Electronics 


'years  ago,  Sony  Corp.  proclaimed 
the  new  age  in  professional  photo- 
graphic equipment:  an  electronic  still 
camera  that  would  record  images  on  a 
2-inch  floppy  disk  enclosed  in  a  cas- 
sette rather  than  on  35mm  film. 

Well,  that  camera  is  finally  here. 
Only  Sony  isn't  making  it,  Canon  is. 
Canon  usually  comes  to  mind  as  an 
office  equipment  maker,  given  that  it 
derives  60%  of  its  $1.8  billion  in  U.S. 
sales  from  copiers.  But  the  roots  of  the 
48-year-old  company  are  in  cameras. 
And  over  the  last  decade  Canon  has 
pushed  its  way  into  the  high-end 
35mm  market  to  challenge  Nikon, 
Ricoh  and  other 
Japanese  optical 
manufacturers. 
The  outside  of  Canon's  RC-701 
looks  similar  to  any  high-quality  sin- 
gle-lens reflex  camera.  The  difference 
is  inside.  A  floppy  disk  records  50 
images,  indoors  or  out,  at  a  speed 
equivalent  to  200  ASA  silver  halide 
film.  Canon's  supermicrochip,  called 
a  charge-coupled  device,  reads  images 
in  tiny  dots  known  as  pixels.  The  clar- 
ity and  resolution  of  photos  depends 
on  the  number  of  pixels.  The  RC-701, 
with  its  380,000  pixels,  produces  pic- 
tures that  rival  television  images  with 
the  equivalent  of  some  350,000  pix- 
els. But  the  RC-701  photos  still  trail 
the  quality  produced  by  100  ASA  col- 
or negative  film  (with  what  amounts 
to  nearly  20  million  pixels). 


Kodak,  too,  is  now  getting  into  ti 
act,  announcing  a  1.4-million-pi: 
chip  sensor  to  be  used  in  a  new  ca 
era  for  industrial  purposes.  For 
part,  Sony  is  still  hoping  to  introdui 
a  700,000-pixel  version  next  year,  b\ 
it  has  been  having  problems  devela 
ing  quality  chips. 

Canon's  RC-701  is  plainly  pno 
for  the  professional  market.  The  can 
era  will  sell  for  about  $2,600,  t] 
disks  for  $8  each,  three  lenses  f 
$2,200,  the  disk  reader  for  $2,700,  ai 
the  printer  for  $7,000.  Anoth 
$20,000  buys  a  transmitter  that  sen 
images  digitally  by  telephone.  P| 
tures  can  also  be  viewed  through 
device  similar  to  a  videotape  record 
that  can  be  hooked  to  an  ordinary  T 

Canon  USA  President  Fujio  Mitai 
readily  admits  his  target  markets  ii 
tially  are  newspapers  and  broadca 
ers.  But  as  soon  as  the  camera  can 
reliably  mass-produced,  the  marl» 
should  broaden  considerably, 
costs  come  down,  Mitarai  believi 
people  will  be  eager  to  use  the  R 
701  system  to  view  snapshots 
their  televisions  and  they  will  fore\ 
put  their  cumbersome  slide  proj« 
tors  on  the  shelf.  A  Forbes  photog 
pher  who  tested  the  camera  t 
claimed:  "It's  fantastic.  The  possib) 
ties  are  endless."  Says  Canoi 
Mitarai:  "This  will  be  the  start  of  t 
home  information  system  of  the 
ture."  — A.D.F. 


Forbes' photographer  shot  Cation's  Fujio  Mitarai  three  times  to  get  the  image  afxl 
First,  he  used  Canon 's  new  still  i  ideo  camera,  the  RC-  701,  to  get  Mitarai  alone.  He  s\ 
him  again  with  the  first  image  on  the  monitor.  He  shot  the  third  image  on  regular f\ 
with  the  second  video  image  on  the  monitor. 
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You'll  find  Anacomp  products 
at  these  fine  locations* 


Granted,  Anacomp  isn't  exactly  on 
p  of  the  tongues  of  corporate  America. 
But  for  many  FORTUNE  500  companies, 
ation's  largest  financial  institutions,  and 
sands  of  other  firms,  we're  a  valuable 
nodity. 

Because  we  support  so  many  vital 
ations.  With  products.  Service.  Ideas. 
Ask  all  the  banks  and  credit  unions 
use  our  software.  Covering  everything 
consumer  services  to  collection 
igement. 


Or  talk  to  the  customers  who  keep  our 
micrographics  centers  going  24  hours  a 
day,  7  days  a  week.  (With  60  centers  nation- 
wide, no  one  has  more.) 

Or  check  with  the  companies  who 
track  their  purchasing  inventories  around 
the  world  with  Anacomp  software. 

They'll  all  tell  you  the  same  thing:  that 
Anacomp  is  an  important,  progressive, 
customer-  oriented  company. 

By  helping  so  many  companies  succeed, 
we're  putting  ourselves  on  the  map,  too. 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


There's  a  double-barreled  reason  for  col- 
lecting fine  shotguns  today.  Not  only  do 
antique  pieces  enrich  a  day's  shoot,  but 
they're  growing  in  value. 


Barrels  of  fun 


By  John  Frederick  Walker 

Wing  shooting  is  undergoing 
a  fabulous  revival  in  the  U.S. 
these  days.  Frontiers  Interna- 
tional, for  example,  a  Wexford,  Pa. 
firm  that  specializes  in  hunting  and 
fishing  trips  around  the  world,  reports 
a  sixfold  increase  in  its  bird-shooting 
bookings  in  just  the  past  two  years. 

All  of  which  places  new  premiums 
on  fine  shotguns,  of  course — especial- 
ly double-barreled  guns  of  American 
and  British  make.  Gary  Herman,  pres- 
ident of  Safari  Outfitters,  a  Ridgefield, 
Conn,  gun  firm,  sold  a  much-coveted 
American  shotgun,  a  20-gauge  AAHE- 
grade  Parker,  for  $4,800  back  in  1970. 
He  recently  got  the  gun  back  for  re- 
sale, and  it  fetched  $47,400.  Accord- 
ing to  Nicholas  McCullough,  the 
arms  and  armor  specialist  at 
Christie's  in  New  York,  "The  de- 
mand for  fine  guns,  say  a  London 
gun  in  top  condition,  is  still 
strong.  A  12-gauge  sidelock  Pur- 
dey  that  sold  for  $7,000  in  one  of 
our  auctions  in  1981  would  com- 
mand at  least  $12,000  today." 

The  double  barrel,  one  of  the 
oldest  forms  of  scattergun, 
achieved  its  classic  form  around 
1900  and  hasn't  changed  much 
since.  You  don't  have  to  have  a 
connoisseur's  eye  to  tell  the  dif- 
ference between  the  strictly  utili- 
tarian repeater  (pump  or  semiau- 
tomatic) on  the  rack  in  a  sporting 
goods  store  and  the  sleek  doubles 
on  display  at  carriage  trade  firms 
such  as  Griffin  &  Howe  in  New 


York,  the  nation's  oldest  custom  gun 
builder  and  dealer.  When  William 
Ward,  the  proprietor,  puts  a  fine  side- 
by-side  or  over-and-under  double  in 
your  hands,  you  know  you're  holding 
something  special.  The  fit  of  wood  to 
metal  is  so  precise  that  the  gleaming 
walnut  stock  seems  to  grow  out  of  the 
discreetly  engraved  metal.  The  gun 
breaks  open  to  reveal  a  polished 
breech  and  mirror-bright  tubes,  and  it 
closes  with  the  authority  of  a  bank 
vault.  It  balances  perfectly  between 
the  hands  and  floats  up  to  the  shoul- 
der and  face  with  the  ease  of  raising 
your  arm  to  point. 

Somehow,  for  a  moment,  you're  an 
English  squire  squinting  at  the  heath- 
er-covered hills  for  incoming  grouse. 
You  begin  to  understand  the  lure  of 
the  classic  "gentleman's  gun"  and 


why,  once  smitten,  few  enthusiaj 
content  themselves  with  a  single  gu 

Ward  explains  just  what  makes 
truly  fine  shotgun  so  special — aj 
costly:  "Part  of  the  difference  is  ei 
bellishment,  of  course — better  wo 
and  fine  engraving.  But  the  quail 
really  has  to  do  with  how  it's  made 
He  takes  apart  a  12-gauge  Purdey  sic 
lock  to  show  that  even  the  hiddj 
inner  screws  are  exactly  aligned  aj 
that  the  polished  barrels  ring  lij 
chimes  when  rapped  with  a  knuckl 

British  shotguns,  especially  tha 
from  venerable  London  firms  hi 
James  Purdey  &  Sons,  Holland  &  H(j 
land  and  Boss  &  Co.,  are  the  Rol] 
Royces  of  shooting.  Older  examples! 
these  guns  in  fine  condition  a 
$10,000-plus  auction  items.  A  nq 
one,  which  takes  three  years  to  bui] 
will  cost  you  $25,000  or  so.  Sou 
elaborately  engraved  pieces  can 
price  tags  of  $40,000  and  up. 

Naturally,  there's  some  hesitatw 
about  carrying  such  treasures  throuj 
the  brambles.  Fortunately,  not  ; 
thoroughbred  British  guns  are  priq 
like  Rolls  cars,  which  means  they  c; 
be  used  for  hunting  instead  of  du 
collecting.  "If  you  buy  a  quality  gufl 
Ward  explains,  "it  will  hold  its  valu 
Sure,  that  value  will  be  diminish.! 
somewhat  by  wear,  but  that's  usual 
more  than  offset  by  the  rising  pric 
these  guns  command."  To  illustri 
his  notion  of  a  shootable  collectibl 
Ward  pulled  out  a  handsome  Bri 
gun  from  a  lesser-known  maker,  a  pi  j 
war  12-gauge  Wm.  Evans  boxlock 
excellent  condition  for  $2,750. 

The  fine-shotgun  market  isn't 
British.  American  shotguns  have  the 
own  allure.  Like  car  buffs  who  dote  c  nkei 
Duesenbergs  and  Cords,  collectors 
American  doubles  are  attracted  to  t 
vanished  names — A.H.  Fox,  LeFev^fce  w] 
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William  Ward,  proprietor  of  Griffin  &  Howe 
The  best  guns  are  still  hand-built. 


L.C.  Smith  and  Parker  Bros,  are 
best  known.  (Of  all  the  famous  prew 
American   shotguns,  only 
Winchester  Model  21  is  still  b 
ing  made,  on  a  custom  basis 
prices  that  range  from  $7,000 
over  $50,000.) 

What  fuels  the  market  for  fii 
American  doubles  is  rarity  ai 
nostalgia  rather  than  intrins 
quality.  Consequently,  the  mo  m 
sought-after  American  doub  ft; 
are  the  scarce  higher  grades,  t 
limited  editions  built  for  custcr 
ers  who  demanded  fancier  wo  jfote 
and  lavish  engraving 

High-grade  Parkers  are  partic 
larly  prized,  with  some  enthus 
asts  owning  a  hundred  or  moi 
(Gary  Herman  once  owned  t 
rarest  Parker  of  all,  the  Invin 
ble,  which  he  sold  in  1980 
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/.  Roberts  double-barrel  piece  worth  $100,000 

Jot  every  sportsman  will  carry  such  a  treasure  through  the  brambles. 


Photos  by  Bob  Krist/Black  Star 


7,000  to  a  buyer  who  insisted  on 
lymity.  Herman  claims  to  have  a 
ent  offer  of  $850,000  for  it,  if  he 
d  get  it  back.) 

am  Skeuse,  president  of  Reagent- 
mical  &  Research  in  Middlesex, 
j  has  been  collecting  Parkers  for 
fears.  "Today,  when  you  buy  a 
:er,  you  pay  90%  for  its  value  as  a 
;ctible,"  observes  Skeuse,  who 
e  up  with  a  radical  solution  for 
e  whose  high-grade  Parkers  are 
valuable  to  hunt  with.  He  started 
/ision  three  years  ago  to  replicate 
ce  Parker  models  such  as  the  D- 
e  28  gauge.  In  mint  condition  it 
Id  sell  for  around  $12,000;  his  fine 
oduction  sells  for  $2,800. 
ther  sportsmen  won't  buy  any- 
g  they  can't  shoot.  Says  Will 
lsell,  who  runs  his  electrical  prod- 
importing  business  from  Kent, 
n.  so  that  he  can  spend  more  time 
d:  "If  I  wanted  to  collect  some- 
g  to  keep  in  a  cabinet,  I'd  collect 
la."  Monsell  claims  he  has  never 
itated  to  carry  his  D-grade  Parker 
ie  field  "except  in  the  rain." 
any  collectors  choose  for  their 
king  gun  a  not-so-precious  weap- 
hat's  no  longer  in  mint  condition 
has  100%  of  its  nostalgia  intact, 
l  Skeuse  still  uses  his  first  gun,  a 
om-of-the-line    Parker  Trojan. 


Such  guns,  or  comparable  12-gauge 
models  like  the  L.C.  Smith  Field 
Grade  or  the  Fox  Sterlingworth,  can 
be  found  for  around  $700  at  Griffin  & 
Howe,  Safari  Outfitters  or  Orvis  in 
Manchester,  Vt. 


Gary  Herman,  president  of  Safari 
Outfitters,  holding  a  Franz  Sodia 
worth  about  $14,000.  Before  him, 
top  to  bottom:  a  Merkel  ($27,000), 
a  Winchester  21  ($20,000)  and 
another  Merkel  ($27,000) 


These  guns  aren't  likely  to  rise  sig- 
nificantly in  value — they're  not  rare — 
but  there's  obvious  appeal  to  using  a 
gun  that  your  grandfather  might  have 
used.  Charles  Musser,  a  psychologist 
in  Belief  onte,  Pa.,  in  the  heart  of  grouse 
country,  is  partial  to  the  L.C.  Smith. 
His  favorite  is  a  pre-World  War  I  12- 
gauge  he  inherited  from  his  great-un- 
cle. "All  the  finish  is  gone  from  the 
barrels,  probably  worn  off  in  those 
same  coverts  I  hunt  today.  I'd  never 
have  the  gun  reblued — it  connects  me 
with  a  historic  past,  and  that's  what 
makes  it  valuable  to  me,"  he  says. 

Is  now  a  good  time  to  buy  fine  shot- 
guns? Says  Gary  Herman:  "With  the 
drop  in  inflation,  the  market  is  stable 
right  now,  even  a  bit  soft  for  some 
guns  because  of  profit-taking  on  the 
part  of  longtime  collectors.  But  I'm 
seeing  a  whole  new  crowd  of  collec- 
tors starting  to  buy  now,  which  is  a 
good  sign  for  the  future." 

William  Ward  dislikes  talk  of  in- 
vesting in  fine  firearms.  "You  don't 
buy  shotguns  as  an  investment,"  he 
asserts.  "You  do  it  for  the  pleasure  of 
owning  something  that  is  finely  made 
and  a  joy  to  use."  He  pauses.  "On  the 
other  hand,  over  the  long  run,  I  really 
don't  know  anyone  who's  ever  lost 
money  on  fine  guns." 
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Careers 


The  military  academies  are  back  in  vogue. 
What  other  colleges  offer  paychecks  instead 
of  tuition  bills,  and  guaranteed  jobs  upon 
graduation?  There  is,  of  course,  a  catch. 

An  officer,  not 
a  businessman 


By  Mary  Kuntz 


P!  rouder  parents  don't  exist 
™  than  those  cheering  the  flying 
caps  that  fill  the  air  at  the  gradua- 
tions of  their  sons  and  daughters  from 
the  service  academies.  And  who 
would  begrudge  them?  After  all,  their 
offspring  have  passed  muster  at  some 
of  the  most  demanding  institutions  in 
the  country.  They  are  earmarked  for 
interesting,  well-paid  work  and,  prob- 
ably, successful  careers  in  or  out  of 
the  military.  And  they  can  say  that 


the  kids  did  it  on  their  own. 

Never  have  the  service  academies 
had  more  qualified  applicants  banging 
on  their  doors.  That  is  a  far  cry  from 
1968,  when  the  U.S.  Military  Acade- 
my admitted  every  qualified  applicant 
who  managed  to  scrounge  a  nomina- 
tion— and  still  couldn't  fill  its  class. 

By  contrast,  almost  40,000  young 
men  and  women  sought  admission  to 
the  service  academies'  classes  of 
1990.  Of  that  number,  4,000  will  pack 
themselves  off  at  the  end  of  this 
month  to  the  U.S.  Military  Academy 


West  Point  graduation,  1986 

"If  you  don't  have  a  commitment  to  a  career,  you  probably  won't  finish. 


in  West  Point,  the  U.S.  Naval 
my  in  Annapolis  and  the  U.S. 
Force  Academy  in  Colorado  Sprin 
After  induction  into  the  U.S.  arm 
forces,  they  will  spend  a  gmel 
summer  in  training  before  beginn 
classes  as  West  Point  or  Annapo 
plebes  or  Air  Force  Academy  dooli 
(from  the  Greek  word  doulos,  meanuj 
slave). 

Why  are  the  service  academies  i 
attractive  now?  For  one  thing,  in  th 
era  of  Rambo  and  Bruce  Springstea 
in  contrast  to  Coming  Home  and  Bo 
Dylan,  uniforms  are  okay  again.  Ai 
the  price  is  right.  Not  the  cash,  mi 
you.  The  government  pays  cadets  ai 
midshipmen  $480  per  month,  bi 
they  will  quickly  tell  you  it  is  "fuiu 
money" — the    institutions  dedii 
most  of  it  for  uniforms  and  bool 
before  depositing  the  balance  in  s 
dent  bank  accounts.  Still,  the  Genei 
Accounting  Office  reckons  that 
total  cost  to  the  U.S.  government 
four  years  of  service  academy  eduo 
tion  runs  from  $116,000  to  $185,00 
Besides  pay  and  no  tuition,  there| 
also  relief  from  job  insecurity.  Geol 
Menker,  22,  who  was  graduated  fra 
the  Air  Force  Academy  last  mont 
was  never  in  doubt  about  his  first  jfl 
After  30  days'  leave  back  home 
Ohio,  he  will  report  for  pilot  train 
at  Sheppard  Air  Force  Base  in  Texas 
a  base  salary  of  about  $16,000. 

And  there  is  the  possibility  of  ft 
ther  education,  also  on  Uncle  Sai 
Daniel  Merzke,  briga 
commander  and  IS 
in  his  class  at  Annaj 
lis  this  year,  wanted 
be  a  dentist  in  hi 
school,  until  he  visil 
a  Navy  recruiter.  Af 
a  month's  leave, 
will  be  studying  at  M 
for  a  master's  degree 
nuclear  engineering. 

And,  of  course,  afj 
military  service,  opp 
tunities  for  a  seca 
career  await  back 
the  civilian  sector.  1 
ranks  of  corpor 
America  are  filled  w 
former  colonels  i 
captains  (see  box, 
128). 

The  cadets  and  m 
dies  will  have  ean 
their  career  optio 
The  attrition  rate 
high  at  Annapc 
(22%)  and  higher  s 
(30%)  at  the  other  t 
academies.  And, 
pending  on  when  a 
det  or  middie  lea\ 
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Careers 


there  still  could  be  a  military  obliga- 
tion to  satisfy.  Students  can  withdraw 
without  incurring  any  obligation  un- 
til the  first  day  of  class  of  the  third 
year.  After  that,  dropouts  become  en- 
listed personnel. 

Life  on  campus  is  a  far  cry  from  that 
at  other  institutions.  Cutting  classes, 
hanging  posters  on  the  walls,  even 
listening  to  a  stereo  in  your  room  is 
against  regulations,  at  least  in  the  ear- 
ly years.  Saturday  classes  and  fre- 
quent quizzes  are  common.  Time  off 
post  and  out  of  uniform  is  restricted. 
Drugs  or  alcohol  are  indulged  in  at 
great  risk;  if  a  drug  test  shows  up 
positive,  the  student  is  out,  period. 

The  routine  is  especially  tough  on 
plebes,  who  will  not  be  called  by  their 
own  first  names  until  they  are  offi- 
cially recognized  at  the  end  of  the  first 
year.  Plebes  must  memorize,  and  be 
ready  to  recite  on  demand  by  an  up- 
perclassman,  all  sorts  of  data,  includ- 
ing the  day's  menu,  a  synopsis  of  the 
news  or  the  facts  and  trivia  known  as 
plebe  knowledge. 

"You  don't  know  how  hard  it's  go- 
ing to  be  until  you  get  here,"  says 
Michael  Klemick,  who  just  finished 


his  plebe  year  at  Annapolis.  "An  An- 
napolis plebe  doesn't  rank  anyone  ex- 
cept the  Superintendent's  dog  at  West 
Point." 

Discipline  for  all,  of  course,  is  tight. 
Keeping  a  sloppy  room  or  failing  to 
report  for  7:15  a.m.  formation  can 
merit  hours  of  marching  with  a  9- 
pound  rifle  on  a  cement  courtyard. 

Women  face  the  same  tough  grind 
as  the  men  but  have  less  opportunity 
on  graduation.  All  three  branches  re- 
strict women  from  combat  assign- 
ments, where  the  faster  promotions 
traditionally  come,  so  the  7%  to  12% 
of  the  corps  who  are  women  face 
tougher  odds  of  reaching  upper  ranks. 
That,  says  Maureen  Foley,  who  was 
graduated  from  Annapolis  in  1980,  is 
why  she  left  the  Navy.  Foley  is  now  a 
buyer  and  plant  planner  with  Corning 
Glass  in  Greencastle,  Pa. 

All  three  academies  like  to  talk 
about  how  they  have  liberalized  their 
curriculums  since  the  old  days  when 
everyone  earned  a  degree  in  engineer- 
ing and  there  were  no  electives.  But 
despite  an  increase  in  history  and  En- 
glish courses,  and  the  addition  of  hu- 
manities majors,  the  schools  are  still 
heavily  weighted  toward  science  and 
engineering.  That,  plus  a  heavy  dose 
of  required  military  courses,  doesn't 
leave  much  room  for  electives.  Appli- 


cants should  never  forget  that  the  seJI  '  J 
vice  academies  train  military  officer  i!  A 
not  scholars. 

After  graduation,  of  course,  there  i  ^ 
a  service  obligation — five  years  min 
mum.  Graduate  school  adds  mor 
time.  For  example,  the  Army  usuaU 
tacks  on  three  years  of  added  duty  f< 
each  year  of  study. 

The  government  expects  anyocj 
who  accepts  an  appointment  to 
serious  about  a  career  in  the  militant 
By  "serious"  Uncle  Sam  means 
least  20  years.  "We're  training  peop] 
to  be  career  officers,  and  that  involv( 
a    significant    commitment,"  sa) 
Lieutenant  Colonel  Geoffrey  Loui  ® 
associate  director  of  admissions 
West  Point.  "If  you  don't  have  thi 
commitment  coming  in,  you  probab 
won't  finish  the  program." 

If  your  son  or  daughter  wants 
attend    a    service  academy 
enough,  entrance  is  by  no  means  i 
tough  to  achieve  as,  say,  admission 
a  top-tier  college.  But  it  will  involve 
lot  more  planning — and  political  pu] 
Interested   high   school  studeni 
should  contact  the  academies  in  tl 
spring  of  their  junior  year.  It  pays 
start  early  because  the  apphcatio 
process  is  more  complicated  than 
rilling  in  a  form.  You  will  need 
nomination  before  the  admissica 
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Soldiers  in  pinstripes 


Some  of  the  most  famous  names  in  American  mili- 
tary history — Lee,  Grant,  Ike,  Patton,  MacArthur, 
Westmoreland — are  West  Point  graduates,  as  you 
would  expect.  But  the  long  gray  line  extends  into  some 
of  the  most  illustrious  corporate  suites  in  America,  as 
do  the  corps  of  Naval  and  Air  Force  academy  grads. 

Do  military  tactics  apply  in  the  boardroom?  "You 
learn  that  you  don't  run  from  the  enemy  and  you  don't 
injure  him  slightly,"  says  Thomas  Pownall,  USNA  '46, 
now  head  of  $4.4  billion  (sales)  Martin  Marietta. 

This  year's  plebes  can  take  heart  from  a  West  Point 
grad  who  remembers  Beast  Barracks  (summer  training 
for  plebes)  with  painful  clarity.  "It  was  horrible,"  says 
Rand  Araskog,  '53.  "After  the  first  month  and  a  half, 
just  about  everybody  contemplated  quitting."  Head  of 
ITT  and  a  renowned  corporate  warrior,  he  credits  the 


Point  with  teaching  him  strategic  and  tactical  thinking.  | 
"You  learn  not  to  sweat  the  small  things,"  says  Denis 
Mullane,  a  '52  West  Pointer  and  head  of  Connecticut 
Mutual.  He  says  his  military  instructors  taught  him  the  ] 
difference  between  leadership — deciding  what  to  do — 
and  management — putting  the  vision  into  practice. 

One  of  the  most  celebrated  military  coups  of  the  last 
decade — the  rescue  of  two  Americans  from  an  Iranian 
prison — was  carried  out  by  a  platoon  of  computer  exec- 
utives. H.  Ross  Perot,  head  of  EDS,  doesn't  credit  his 
alma  mater  (Annapolis  '53)  with  teaching  him  how  to 
do  it.  (He  hired  a  professional  soldier.)  But  Annapolis 
provided  the  inspiration.  "I  was  taught  you  never  leave 
men  on  the  battlefield,"  says  Perot.  Perot  became  an 
avid  sailor  in  his  four  years  as  a  midshipman  and  today 
owns  a  fleet  of  speedboats,  sailboats  and  windsurfers. 


1 

Kent 


ions  tl 


I'  S  Arms  Phu* 


j  can  even  consider  you.  And 
s  where  politics  comes  in.  Every 
tor  and  representative  and  the 
President  is  allowed  to  have  five 
;nts  at  each  academy  at  any  given 

under  his  sponsorship.  As  the 
;nts  withdraw  or  graduate,  new 
open.  For  each  opening,  sponsors 

ten  nominations  to  the  admis- 
>  board. 

:ography  can  be  destiny.  Senator 
el  P.  Moynihan  (D-N.Y.)  gets 
mere  from  2,000  to  3,500  appli- 
ms  a  year,  while  Senator  James 
lor  (R-S.D.)  receives  about  50. 
students  from  some  states  tend 
ive  better  academic  backgrounds, 
ing  the  selection  process  even 
:  competitive. 

rsonal  ties  to  a  senator  or  repre- 
itive  can  be  invaluable,  of  course, 
it  one-quarter  of  the  members  of 
press  exercise  their  right  to 
se  a  principal  nominee,  who 
:  be  admitted  if  he  or  she  meets 
chool's  minimum  qualifications, 
if  one  of  the  alternates  is  better 
iied. 

[other  25%  of  the  class  is  chosen 
service-related  nominations, 
:s  set  aside  for  enlisted  and  re- 
:  personnel.  This  includes  100 
dential  nominations  for  children 
reer  military  personnel,  children 


of  veterans  who  were  killed  or  dis- 
abled in  combat,  and  children  of  win- 
ners of  the  Medal  of  Honor. 

Like  other  schools,  the  academies 
have  their  own  ways  of  wooing  espe- 
cially desirable  students — jocks,  for 
example.  A  talented  running  back 
who  could  help  Army  sink  Navy  but 
who  is  not  politically  wired,  or  whose 
grades  are  poor,  might  be  sent  to  the 
USMA  Prep  School  in  Fort  Mon- 
mouth, N.J.  for  ten  months  of  aca- 
demic fine-tuning  after  high  school. 
Since  all  Prep  School  students  are  ei- 
ther in  the  Army  or  have  joined  the 
reserves,  graduates  become  eligible 
for  service  nominations. 

If  your  son  or  daughter  is  blocked  by 
another  of  your  congressman's  nomi- 
nees, all  is  not  lost.  Once  the  rest  of 
the  class  is  chosen,  the  academies  fill 
vacancies  with  so-called  qualified  al- 
ternates— that  is,  strong  nominees 
who  failed  to  win  appointments  the 
first  time  around. 

"Students  should  pursue  any  ser- 
vice or  civilian  portal  open  to  them.  It 
gives  them  that  many  more  competi- 
tions for  receiving  a  nomination," 
says  Lieutenant  Colonel  Louis.  At  a 
minimum,  apply  for  three  available 
congressional  nominations  and  a  vice 
presidential. 

Academic  standards  are  fairly  high. 


Students  usually  score  in  the  top  10% 
or  20%  of  their  high  school  classes, 
with  SAT  scores  averaging  around 
570  verbal  and  650  math.  (The  mini- 
mum acceptable  SAT  scores  can  be 
100  points  lower  for  each.) 

Grades  are  only  one  measure  of  the 
nominees.  Most  have  been  active  in 
student  government.  In  West  Point's 
class  of  1989,  95%  of  cadets  won  var- 
sity letters  in  high  school  athletics. 
But  physical  requirements  as  such  are 
not  unusually  rigorous.  At  West 
Point,  for  example,  the  physical  apti- 
tude test  involves  minimum  scores 
for  pull-ups  (or  flexed-arm  hang  for 
women),  a  standing  long  jump,  a  bas- 
ketball throw  and  a  300-yard  shuttle 
run.  Few  have  trouble  passing. 

Commitment — motivation — is  the 
key  to  success  at  the  military  acade- 
mies. Barbara  Quinones,  who  gradu- 
ated from  Annapolis  last  summer, 
had  already  earned  a  bachelor's  de- 
gree at  Yale  before  becoming  a  plebe. 
(Everyone  starts  as  a  plebe,  regardless 
of  previous  experience  or  education, 
but  you  must  be  under  22  to  matricu- 
late.) How  does  she  compare  her  two 
alma  maters?  "Academics  aren't  as 
high  at  Annapolis  as  at  Yale  because 
it's  not  a  university,"  says  Quinones. 
"This  is  where  you  go  to  become  a 
naval  officer."  ■ 


"Only  people  who  really  want  it  and  understand  it 
lould  go,"  says  Stanley  Pace,  West  Point  class  of  '43 
id  head  of  General  Dynamics.  He  remembers  his  first 
:ar  as  tough  and  unpleasant.  But  he  came  away  having 
arned  to  take  responsibility  for  results.  "Certainly 
Lat  applies  in  the  military  and  in  business.  To  a  certain 
:tent  it  also  applies  to  your  personal  life,"  says  Pace. 
Albert  Dunlap,  head  of  Sir  James  Goldsmith's  hold- 
gs  in  the  U.S.,  was  graduated  from  West  Point  in 
>60.  The  adjustment  from  high  school  hero  to  plebe 
as  tough,  but  he  says  he  learned  to  compete  and  lead 
hers.  "Leadership  is  sometimes  taken  as  a  very  nebu- 
us  term,  but  I  think  it  has  real  meaning.  It's  the 
)ility  to  accomplish  something  through  other  people." 
Ross  Kenzie,  class  of  '53  and  chief  executive  of  Gol- 
)me,  says:  "West  Point  doesn't  train  any  lieutenants." 


Besides  leadership,  the  military  academy  taught  him 
how  to  communicate  and  perform  under  pressure. 

The  Air  Force  Academy  graduated  its  first  class  in 
1959,  so  few  alums  have  had  time  to  reach  the  top. 
Richard  Schlosberg,  class  of  '65,  now  publisher  and 
chief  executive  of  the  Denver  Post,  is  one.  Son  of  a  career 
Air  Force  officer,  Schlosberg  attended  high  school  near 
a  U.S.  base  in  Spain.  "It  was  a  real  culture  shock," 
recalls  Schlosberg  of  his  arrival  in  Colorado  Springs. 
"Those  first  two  months  of  training  stay  with  you 
forever."  After  five  years  in  the  Air  Force,  including  two 
tours  in  Vietnam,  Schlosberg  entered  Harvard  Business 
School,  and  from  there  the  newspaper  business. 

Martin  Marietta's  Thomas  Pownall  says  getting  out 
of  the  Navy  was  "probably  the  biggest  mistake  I've 
made  in  my  life.  It  was  a  juvenile  error." — M.K. 
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If  you  cant  sell  your  bed,  lie  in  it 


When  James  Renier  took  over  in 
May  as  president  and  chief  oper- 
ating officer  of  Honeywell  Corp.,  the 
nation's  ninth-largest  computer  mak- 
er (1985  total  sales,  $6.6  billion)  had 
been  rumored  to  be  looking  to  get  out 
of  the  computer  business  (Forbes,  Feb. 
10).  Renier  denies  the  rumors,  but  ac- 
tions speak  louder  than  words.  For  no 
sooner  did  W.  Michael  Blumenthal  of 
Burroughs  Corp.  last  month  an- 
nounce a  $70-a-share  tender  offer  for 
Sperry  Corp.,  the  nation's  fifth-largest 
computer  firm,  than  Renier  turned  up 
offering  an  intriguing  white  knight 
deal  to  Sperry:  You  take  our  computer 
business  and  we'll  take  your  military 
electronics  business.  The  talks, 
which  also  covered  other  possible 
business  combinations,  got  "pretty 
far  along,"  confirms  an  investment 
banker  on  the  deal,  before  falling  apart 
when  Blumenthal  boosted  his  offer  to 
$76.50  a  share. 
Renier's  challenge  now  is  to  pacify 


Honeywell's  10,000  mainframe  own- 
ers, who  might  understandably  won- 
der how  much  longer  the  firm  plans  to 
stay  in  computers.  "We  decided  it  was 
important  to  remain  in  the  computer 
business,"  he  pleads,  leaving  out  that 
without  Blumenthal,  Honeywell 
might  well  by  now  be  out  of  the  in- 
dustry in  which  IBM  rules. 

Now  Renier  plans  a  new  strategy — 
to  move  back  into  office  automation, 
a  field  in  which  Honeywell  had,  as  he 
puts  it,  "stubbed  its  toe"  back  in  the 
early  1980s.  Honeywell  has  done  well 
selling  computers  for  factories  and 
"smart  buildings,"  thanks  to  its  ex- 
pertise in  industrial  controls.  But 
sales  of  office  systems,  weak  versions 
of  competitors'  products,  have  disap- 
pointed. Thus  the  firm  is  unveiling 
new  minicomputers  and  office  soft- 
ware. Will  the  strategy  work?  Renier 
had  better  hope  so.  In  Honeywell's 
case,  at  least,  toe-stubbing  time  is 
over. — Mark  Clifford 


/ 


HP 


Report  card 

A lot  of  successful  people  share  t 
feeling  that  they  must  contin 
to  work  hard  past  the  day  they  c 
afford  to  retire  to  a  life  of  leisiu 
California  is  different.  Among  notal 
dropouts  there:  Apple  Computer 
founder  Steve  Wozniak,  who  to 
sabbaticals  to  put  on  rock  conce 
and,  more  recently,  to  get  his  bad 
lor's  degree. 

Then  there's  Sandra  Kurtzig, 
who  quickly  achieved  wealth 
fame  by  founding  and  running  a  hig 
ly  successful  computer  busine 
ASK  Computer  Systems  Inc.  (19 
sales,  $79  million).  Last  year  Busin 
Week  included  her  in  its  list  of 
corporate  elite.  Then,  suddenly,  Ku 
zig  quit  as  chief  executive  of  ASK.  I 
reason?  To  spend  more  time  with  1 
two  school-age  children,  to  travel  a 
to  study  French  Impressionist  pais 
ing  at  Stanford. 

Over  the  last  year  Kurtzig  has  spfi 
about  one  out  of  every  six  weeks 
New  York,  going  to  plays  and  proi 
ing  museums.  She  has  traveled  to 
dia  and  Africa.  And  she  spends  mi 
time  now  with  her  children  than  e 
Work?  Kurtzig  holds  the  title  of 
chairman  yet  rarely  shows  up  in 
office  more  than  a  few  times  a  mo: 
Her  role  is  that  of  an  active  b 


James  Renter  of  Honeywell 

You  take  our  computer  business,  and  well  take  your  military  electronics  business. 
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dra  Kurtzig,  of  ASK  Computer 

at  to  do  when  you  have  money,  power  and  fame? 


nber.  And  she  sometimes  gives 
st  lectures  at  Stanford's  business 
ool. 

isn't  that  Kurtzig  is  being  self- 
ulgent.  She  says  she  never  planned 
;et  too  deeply  involved  in  business 
:he  first  place.  When  the  former 
con  Valley  housewife  started  ASK 
1972  in  a  spare  bedroom  of  her 
rtment  to  make  computer  soft- 
e  systems  for  manufacturers,  she 
3,  it  was  to  be  a  part-time  job  while 

pursued  her  real  goal — mother- 
d.  Success  eventually  drove  her  to 
in  20-hour  days. 

1  was  in  such  a  hurry  I  never  had 
e  to  smell  the  roses,"  she  says. 
>K  was  wonderful,  but  I  never  got 
pped  up  in  the  power  trip  of  it 
7 — Marc  Beauchamp 


cal  product 

mong  the  many  businesses  that 
,  Beatrice  Cos.,  Inc.  has  up  for  sale 
ne  that  probably  shouldn't  be  sold 
11:  the  Japanese  subsidiary  of  Max 
tor,  perhaps  the  only  U.S.  firm  that 
s  more  in  Japan  ($200  million) 
n  in  the  U.S.  (about  $150  million), 
it  achievement  is  a  tribute  to  Vic- 
Harris,  60,  who  has  run  Max  Fac- 
Japan  for  nearly  30  years, 
larris'  secret?  "We  ran  this  like  a 
inese  company,"  he  says.  The  first 
.  cosmetics  company  to  enter  the 
rket,  Max  Factor  adopted  a  Japa- 
e  distribution  system,  appointing 
wholesalers  to  distribute  the  prod- 
s  around  the  country,  as  compared 
h  marketing  directly  to  stores,  as 
one  in  the  U.S. 


Because  tastes  in  cosmetics  and 
packaging  are  so  different  in  Japan,  all 
of  the  products  and  much  of  the  R&D 
are  local.  Japanese  women,  for  in- 
stance, use  little  perfume  but  are  fa- 
natical about  skin  care.  "American 
women  start  taking  care  of  their  skin 
when  it's  too  late,"  says  Harris.  "Japa- 
nese women  start  when  they're  12  or 
13."  Prices  are  probably  the  highest  in 
the  world,  and  Japanese  women  won't 


buy  cosmetics  put  on  sale. 

In  1973  Max  Factor  held  10%  of  the 
Japanese  cosmetics  market  but  then 
was  acquired  by  Norton  Simon, 
which  fought  Harris  on  his  localized 
approach.  To  make  matters  worse, 
this  meddling  began  just  as  Japanese 
firms  like  Shiseido  were  getting  more 
competitive.  Max  Factor's  market 
share  dropped  by  half,  to  below  5%. 
Things  began  to  improve  in  1983, 
when  Norton  Simon  was  bought  by 
Esmark  (and  Max  Factor  was  placed 
under  its  Playtex  division). 

Now  Playtex  supports  Max  Factor's 
aggressive  stance  in  Japan,  Harris  re- 
ports, and  his  share  is  back  to  6%  in  a 
stagnating  market,  with  more  com- 
petitors than  ever.  Sometimes  the  guy 
on  the  spot  actually  knows  what's 
going  on. — Andrew  Tanzer 


Now,  what? 

These  are  not  the  best  of  times  for 
MTV  Networks,  the  music-video 
cable-TV  outfit.  Only  a  year  ago, 
when  Viacom  International  paid  over 
$550  million  to  buy  it,  MTV  seemed 
to  be  at  the  height  of  its  popularity, 
leading  an  industry  of  imitators,  with 
profits  of  $30  million  on  ad  revenues 
approaching  $100  million.  MTV  an- 
ticipates record  revenues  and  profits 
this  year,  but  MTV's  president  and 
chief  programmer,  32-year-old  former 

Katchian/Photo  Shuttle:  Japan 


Max  Factor  Japan 's  Victor  Harris 

"Japanese  women  start  when  they're  12  or  13. 
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disk  jockey  Robert  Pittman  still  has 
reason  to  be  worried:  MTV's  market  is 
shrinking,  and  he  is  hard-pressed  to 
find  new  ways  to  grow. 

Since  last  December  MTV's  ratings, 
measured  by  A.C.  Nielsen,  have  de- 
clined by  at  least  one-third,  and  Pitt- 
man  has  begun  attacking  the  way 
Nielsen  counts  viewers.  If  Nielsen 
turns  out  to  be  right,  MTV  would 
have  to  sharply  cut  the  price  it 
charges  for  advertising  time  and  give 
back  millions  in  free  ads  or  even  cash. 
"I'm  not  worried,"  insists  Pittman. 
"We're  the  most  profitable  network 
on  cable  TV." 

Meanwhile,  to  keep  growth  com- 
ing, Pittman  is  looking  beyond  MTV's 
core  business.  He  is  pushing  MTV 
overseas  and  is  trying  to  sell  MTV 
videocassettes.  A  kids'  cable  channel, 
Nickelodeon,  is  profitable,  and  a  mu- 
sic-video channel  for  an  older  crowd  is 
now  breaking  even. 

With  MTV  approaching  cable-TV 
saturation,  Pittman  sees  big  potential 
in  broadcast  TV,  where  he  is  now 
marketing  several  annual  specials  and 
the  weekly  MTV  Top  JO  Countdown. 
Yet  reception  has  hardly  been  boffo, 
and  in  New  York  City  one  local  over- 
the-air  station  yanked  the  show  after 
four  weeks  of  lousy  ratings.  In  fact, 
success  in  broadcast  TV  would  bring 
its  own  problems  by  threatening  to 
skim  off  cable  viewers.  Perhaps  with 
this  one  product,  Viacom  simply 
bought  in  too  late. — Alex  Ben  Block 


The  tie's  the  thing 

Thomas  Hannon  nibbles  on  his 
Tribbles,  recalling  the  most  bitter- 
sweet lesson  of  his  life.  As  head  of  the 
Chicago  sales  district  of  supersecre- 
tive  $5  billion  (revenues)  M&M/Mars, 
Hannon  posted  the  biggest  increase  in 
domestic  candy  sales  of  any  district  in 
1978.  In  appreciation,  company  Presi- 
dent Forrest  Mars  Jr.  called  the  staff 
together  and  presented  Hannon  with 
a  blue  M&M  necktie. 

"The  thought  was  nice,  but  who's 
kidding  whom?"  asks  Hannon,  41,  a 
former  New  Yorker.  "We  brought  in 
the  volume,  and  he  gives  me  a  $10.95 
tie  that  you  can't  wear  with  anything. 
I  mean,  give  me  a  break." 

Nowadays  the  tie  is  enshrined  in 
the  lobby  of  Bitesize  International,  a 


%  1st 


Robert  Pittman  of  MTV 

Did  Viacom  buy  in  at  the  top  of  the  market? 


company  Hannon  recently  started  in 
Casey,  111.  to  roll  out  Tribbles,  his 
own  miniature  candy  version  of  light, 
bite-sized  chocolate  chip  cookies.  The 
new  treats — not  much  bigger  than 
M&Ms — grossed  nearly  $2  million  in 
a  four-state  test  since  last  summer, 
and  Hannon  hopes  to  go  national  in  a 
few  months. 

In  the  tough  and  trendy  $10  billion 
(wholesale)  cookie  and  candy  indus- 


try, few  of  the  150  truly  new  produd 
launched  in  1985  will  still  be  arom 
in  1987.  But  Thomas  Hannon,  wl 
started  with  less  than  $2  million 
cash  and  loans,  figures  that  he  leamj 
other  lessons  while  at  Mars,  about  t] 
value  of  quality,  consistency  ai 
money-back  guarantees — not  to  me 
tion  the  perils  of  working  for  unfaa 
ionable  neckties.— Richard  Behar 


I 


Bitesize  Internationals  Hjomas  Hannon 

"The  thought  was  nice,  but  who's  kidding  whom?" 
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ipital  was  not  the  only  resource 
arill  Lynch  invested  in  the  leveraged 
yout  of  the  Jack  Eckerd  Corporation 


the  Jack  Eckerd  Corporation  considered  financial 
cturing  to  protect  shareholder  value,  Merrill  Lynch 
;ed  a  leveraged  buyout  and  engineered  the  creative 
ing  needed  to  complete  this  $1.5  billion  transaction. 
)t  only  did  we  initiate  this  transaction,  but  also  nego- 
the  terms  of  the  acquisition  and  arranged  all  the 
1  financing  in  an  innovative,  multi-tiered  capital 
ure  that  tapped  both  the  public  and  private  institu- 
markets.  We  also  became  the  principal  equity 
or  through  Merrill  Lynch  Capital  Partners,  Inc.,  its 
1  Appreciation  Fund  I  and  affiliated  partnerships. 
:ing  the  equity  sponsor  of  a  $1.5  billion  leveraged 
t  of  a  publicly  traded  company  means  more  than 


investing.  It  means  successfully  managing  an  integrated 
capital  raising  process  by  coordinating  efforts  to  raise 
simultaneously  the  required  capital  at  the  lowest  cost  from 
all  market  sources.  In  this  case,  it  meant  bringing  together 
twenty-nine  banks,  seven  private  institutional  investors 
and  hundreds  of  buyers  of  publicly  offered  debt.  The  result 
of  all  Merrill  Lynch's  efforts  and  expertise  is  the  foundation 
for  the  Jack  Eckerd  Corporations  future  growth. 

Merrill  Lynch  also  makes,  and  keeps,  commitments 
beyond  capital.  All  of  our  clients  benefit  from  our  timely 
responsiveness,  creativity  and  perseverance.  Just 
ask  the  management  and  employees  of  the 
Jack  Eckerd  Corporation. 


itzgibbons,  III.  Managing  Director,  Investment  Banking,  Merrill  Lynch  Capital  Markets, 
irley.  Chairman  of  the  Board,  President  and  Chief  Executive  Officer.  Jack  Eckerd  Corporation, 
rt  F  Mancuso.  President  and  Chief  Executive  Officer.  Merrill  Lynch  Capital  Partners,  Inc. 
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More  resources,  better  solutions. 

They  make  Merrill  Lynch  people  a  breed  apart. 


Merrill  Lynch 


Manage  currency  risk 

better.  W>rk  with 
the  market-makers  at 
The  Morgan  Bank 


Morgan  is  a  leading  worldwide  market-maker  in  foreign  exchange. 
We  give  you  competitive  currency  quotes  quickly- 
spot  or  forward,  short-,  medium-,  or  long-term,  in  large  or  smaller  amounts 

But  we  also  give  you  much  more. 


When  you  work  with  the  foreign  ex- 
change market-makers  at  Morgan,  you 
capitalize  on  the  increasing  linkage 
between  the  forex,  money,  and  capital 
markets.  And  you  benefit  from  the  oppor- 
tunities created  by  new  instruments 
and  techniques. 

Use  Morgan's  expertise 
To  take  maximum  advantage  of  today's 
opportunities  in  managing  currency 
risks,  clients  need  more  than  just  knowl- 
edge of  the  foreign  exchange  markets. 

■  Morgan  can  keep  you  posted  on 
arbitrage  opportunities  offered  by  invest- 
ments and  borrowings  in  all  important 
money  and  capital  markets  and  the  Euro- 
market.We  have  an  international  dealing 
network  of  foreign  exchange  specialists 
and  market-makers  in  all  of  the  world's 
financial  centers.  They  serve  major  cor- 
porations, governments,  securities 


houses,  fund  managers.  That  means  we 
continually  monitor  the  activities  of 
leading  forex  participants  24  hours  a  day. 

■  Morgan's  foreign  exchange  options 
specialists  will  give  you  options  prices 
in  all  major  currencies  in  both  American 
and  European  tenns,  as  you  require. 

■  Our  subsidiary  Morgan  Futures 
Corporation  is  a  leading  participant  in 
the  futures  markets  in  Chicago,  London, 
and  Singapore,  and  is  fully  equipped  to 
execute  currency  futures  contracts. 

■  Morgan  Guaranty  Ltd,  our  securi- 
ties underwriting  subsidiary,  manages 
debt  issues  in  more  currencies  than  any 
other  Euromarket  underwriter.  Because 
so  many  of  these  issues  are  swapped  by 
Morgan  from  fixed  to  floating  rates  and 
vice  versa,  and  into  other  currencies, 
Morgan  specialists  find  optimal  invest- 
ment and  borrowing  opportunities  for 

The  Morgan  Bank 


you  in  all  the  leading  currencies  anj 
markets  on  a  real-time  basis. 

■  Market  behavior  and  trading 
strategies  have  changed  in  recent  y 
Our  knowledge  and  use  of  statistics 
analysis  and  technical  models  help 
and  you,  judge  market  developmen 
and  detect  arbitrage  opportunities  e 

Use  Morgan's  strengths 
Put  Morgan's  market-making  to  woi 
Contact  us  around  the  world,  in  Tok 
Taipei,  Hong  Kong,  Singapore.  Svdi 
■  Amsterdam,  Brussels/Antwerp.  Pai 
Frankfurt,  London.  Zurich,  Milan, 
MadridToronto,  and.  of  course,  New 


Morgan  Guaranty  Trust  Compai  | 
23  Wall  Street 
New  York,  NY  10015 
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The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


for  tomorrow.  That's  what  the  market  seems  to  be 
ag,  in  pricing  The  Forbes  Sales  500,  for  example,  at  a 
ih  16.6  times  latest  12-month  earnings.  If  earnings 
nates  are  on  target,  the  500  stocks  cost  only  11.1 
:s  what  they  will  earn  in  1987. 

le  betting  on  the  come  is  even  heavier  for  the  Wilshire 
x  of  nearly  5,800  stocks,  which  are  mostly  small 
panies.  The  combined  value  of  the  stocks  in  the  index 
nearly  $73  billion,  or  3%,  in  the  last  four  weeks,  in 


spite  of  a  decline  in  collective  earnings  over  the  past 
month.  (A  lot  of  companies  recently  reported  disappoint- 
ing first-quarter  results,  and  those  displaced  first-quarter 
1985  numbers  in  the  tally  of  latest  12-month  earnings.)  As 
a  result,  the  price/earnings  multiple  on  the  Wilshire  in- 
dex, figured  on  trailing  earnings,  went  from  17.2  to  18.2 — 
an  alltime  high  since  the  index  first  tracked  P/Es  in  1982. 

If  investors  sense  that  rosy  earnings  projections  are  not 
going  to  be  met,  multiples  could  come  crashing  down. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


cent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

ast  4  weeks 

3.0 

2.9 

5.4 

2.8 

2.8 

2.9 

ast  52  weeks 

29.6 

27.7 

43.3 

28.2 

23.0 

37.5 

Stock  performance  based  on  six  key  investor  yardsticks 

cent  change 

Company  size 

Volatility' 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share 

price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

ast  4  weeks 

2.5 

2.6 

.1.6 

1.9 

2.4 

1.6 

1.8 

2.9 

2.9 

2.8 

4.1 

2.2 

ast  52  weeks 

30.0 

47.9 

74.4 

31.3 

31.9 

41.0 

25.7 

51.7 

65.9 

38.5 

44.6 

31.6 

hire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created. 
i  on  sales.  , , 

>ck's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
antitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


r.  All  data  for  periods  ending  6/6/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
JES,  JUNE  30,  1986 
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Where  The  Action  Is 


Falling  energy  prices  have  not  been  a  cure-all  for  transpor- 
tation. They  help  railroads  on  such  business  as  coal  haul- 
ing whenever  the  railroad  has  no  competition.  But  in  the 
battle  against  the  truckers,  cheap  fuel  is  a  mixed  blessing 
for  rails  (see  cover  story,  p.  86).  At  the  same  time,  shipping 
volume  for  railroads  and  truckers  has  been  curtailed  by 
depressed  prices  for  resources  and  weakness  in  the  manu- 


facturing sector.  And  the  airlines  have  a  way  of  givinjj 
back  fuel  savings  to  the  consumer  via  fare  wars. 

During  the  last  two  weeks  transportation  stocks  broke 
even,  while  the  overall  market  was  up  1.6%.  In  52  week* 
the  transportation  group  rose  18%,  vs.  29.6%  for  thd 
Wilshire  index.  Only  energy  shares  have  a  worse  record] 
But  the  trip  may  not  be  over  for  the  transportation  sector 


/sy''  Percent  change  in  last  52  weeks  "C^-O-  Percent  change  in  last  two  weeks 


Capital  goods 


+  50 


-25 


1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 


'85 


'86 


Consumer  durables 


+  50 


-25 
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Consumer  nondurables  and  servi 


I  I  I  I  I  I  I  I  I  I  I  I  1  I  I  I  I  I  I  I  1  I  1  I  I  I, 
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Energy 


+  50 


-25 
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Finance 


■50 


-25 
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Raw  materials 


+  50 


-25 
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Technology 


+  50 


-25 


I  I  I  1  I  I  I  I  I  I  I  I  I  I  I  I  I 


XL 


'85 


•86 


Transportation 

+  50  | 

1  0.0 

0 

"  1  1  1  1  1  1  1  1  1  1  1  1  1 

III  

'85 

'86 

Utilities 


z 


-25 
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What  The  Analysts  Think 


The  analysts  strike  back.  The  Institutional  Brokers  Esti- 
mate System  reports  that  nine  earnings  estimates  for  1986 
were  lowered  for  every  five  that  were  raised.  Bad,  but  not 


so  bad  as  it  used  to  be.  As  recently  as  March  there  were  tei 
cuts  to  every  five  increases.  And  the  estimates  are  goin 
up  for  finance  and  consumer  nondurables. 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estima* 
in  2  weeks     in  4  week* 

l 

Finance 

$3.56 

11.1 

1.52% 

1.40% 

2 

Consumer  nondurables 

2.29 

17.2 

1.27 

1.77 

3 

Utilities 

3.37 

9.6 

-0.05 

1.75  t 

4 

Raw  materials 

2.00 

16.2 

-0.38 

-2.40 

5 

Technology 

2.62 

15.1 

-0.73 

-1.04 

6 

Capital  goods 

2.66 

14.9 

-0.81 

-1.13 

7 

Consumer  durables 

3.79 

10.4 

-0.97 

-1.73 

8  Energy 

2.38 

12.4 

-1.17 

-7.25 

9 

Transportation 

2.14 

13.8 

-2.50 

-6.41 

Forecasting  the  Forbes  500 


Performance 
period 


Average 
earnings  per 
share 


P/E 


latest  12  months 

1986  estimates 

1987  estimates 


$2.83 
3.67 
4.27 


16.6 
12.8 
11.1 


Earnings  projections  ire  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts  Data  are  compiled  and  updated  continuously  by  the  Institutional  Brokd 
Estimate  System  (1BES),  a  service  of  Lynch,  (ones  &  Ryan,  a  New  York-based  brokerage  firm 


Note:  All  data  for  periods  ending  6/6/86  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif ;  IBES,  a  service  of  Lynch,  Jones  c<  Ryan,  New  York 
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Forged  Strength 

The  aircraft/aerospace  industries  demand  the  exceptional  strength 
of  forged  parts.  Fansteel  California  Drop  Forge  engineers  titanium 
forgings  to  meet  these  critical  needs. 

From  structural  to  rotating  engine  components,  the  aircraft/aerospace 
industry  depends  on  Fansteel's  advanced  technology  from  lift  off 

to  touch  down. 

Because  precision  forgings  are  only  one  way  Fansteel  is  meeting 
the  needs  of  growing  industries,  it  will  pay  you  to  know  more 

about  us. 

[Fansteel 

An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 

FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)689-4900 


Statistical  Spotlight 


People  who  watch  Atlantic  Richfield  have  a 
lot  of  company — 41  security  analysts.  The 
stocks  rounded  up  here,  in  contrast,  are 
each  tracked  by  only  one  analyst. 


Consensus  of  one 


By  Michael  Ozanian 


RESEARCH  SHOWS  THAT  Stocks 
with  very  poor  coverage  have 
done  far  better  than  stocks 
that  are  scrutinized  by  everyone  on 
The  Street,"  says  Alexander  Gould  of 
Institutional  Brokers  Estimate  Sys- 
tem (IBES),  which  collects  and  pub- 
lishes analysts'  predictions. 

How  could  lightly  covered  stocks 
do  particularly  well?  Without  a  flock 
of  analysts  to  push  them,  many  of 
these  stocks  haven't  yet  attracted 
heavy  institutional  buying.  If  they  do, 
they  could  enjoy  outsize  gains. 

It  isn't  only  the  little  companies 
that  are  neglected  by  Wall  Street. 
Eight  analysts  track  Biogen  NV,  a  hot 
$21  million  (sales)  biotech  company. 
But  there's  only  one  analyst  on  the 


IBES  system  following  Tecumseh 
Products,  an  $800  million  manufac- 
turer of  refrigeration  equipment. 

One-shot  estimates  are  chancier,  to 
be  sure.  The  sole  analyst  on  IBES  fol- 
lowing Tecumseh  Products  predicts 
1986  earnings  of  $12.50,  vs.  actual 
1985  earnings  of  $10.98.  Tecumseh 
itself,  which  is  being  pummeled  by 
cheap  imports,  is  less  sanguine.  It  will 
be  lucky,  says  a  spokesman,  to  match 
1985  results. 

IBES  has  a  1986  earnings  estimate 
from  only  one  analyst  for  each  of  the 
following  100  issues.  A  number  of 
these  neglected  stocks  are  savings  and 
loans  that  converted  from  mutual 
ownership  to  investor  ownership  over 
the  past  few  years.  Other  Wall  Street 
newcomers  include  Lancer,  IP  Tim- 
berlands    and    Luskin's.  Luskin's, 


which  sells  at  6  times  hoped-for  191 
earnings,  operates  a  chain  of  consun 
er  electronics  stores.  Over  one-thi] 
of  these  firms  sell  for  less  than  ] 
times  estimated  1986  earnings. 

Sales  at  Recoton,  a  New  York-bas« 
marketer  of  electronic  equipment,  a 
up  sharply.  But  Albert  Klein,  who  fc 
lows  Recoton  for  New  York-based  E 
ward  Viner  &  Co.,  cautions  that  "f 
earnings  to  go  from  57  cents  to  $1.1 
everything  must  fall  into  placei 
something  that  rarely  happens."  ■  I 


100  Neglected  Stocks 


Exch 

Company/business 

recent 

high-low 

1985 

1986  est 

1987  est 

est  P/E 

($mil) 

o  • 

Acceleration  Corp/insurance 

12  Vi 

16V4-  71/2 

$0.57 

$1.25 

$2.00 

10.0 

$50 

n 

Advanced  Systems/educational  services 

18% 

20%-10'/4 

1.06 

•1.23 

1.35 

14.9 

52 

o 

Allegheny  &  Western  Energy /natural  gas  utility 

21>/2 

26%-12% 

1.81 

2.45 

3.00 

8.8 

269 

n 

Allied  Products/metal  fabrication 

37% 

43  -I6V2 

1.14 

3.50 

NA 

10.8 

276 

n 

Ameron/industnal  equipment 

28% 

30  -16% 

2.64 

2.90 

NA 

9.9 

305 

0 

Arden  Intl  Kitchens/licenses  Bonanza  restaurants 

3% 

3%-  1% 

0.10 

0.25 

NA 

13.5 

10 

0 

Athens  Federal  Savings/sayings  &  loan 

23 

23%-llW 

2.11 

2.50 

NA 

9.2 

39 

a 

Badger  Meter/precision  instruments 

17% 

18V4-  9V4 

0.92 

1.15 

NA 

15.4 

56 

0 

Bank  of  Delaware/bank  holding 

40 

40  -27 

3.49 

3.90 

NA 

10.3 

145 

0 

Berkline/furniture 

15 

16V4-10.M 

0.50 

1.15 

1.40 

13.0 

86 

'  Most  recent  fiscal  year    NA:  Not  available  or  not  applicable 

Sources:  Tlx  Institutional  Brokers  Estimate  System  (IBES).  a  sentce  of  Lynch,  Jones,  c-  Ryan  :* 
Micro/Scan  Data  on  diskette  from  Isys  Corp .  Standard  &  Poor's  Stockpak-II  System:  The  Unlisted  Market  Guide;  ForbR 
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XCITING 


I  HE  ALT 
CARE! 


In  an  older,  simpler  America,  the 
personal  bond  between  patient  and 
doctor  was  something  we  took  as  a 
birthright.  We  mustn't  lose  that,  as  our 
generation  struggles  to  contain  the 
cost  of  health  care.  Reversing  the 
slide  toward  impersonalization, 


Mtna  today  does  much  more  than  just  collect  premiums  and  pay  bills.  We've 
pioneered  Individual  Case  Management,  a  program  that  offers  less  costly 
alternatives  to  extended  hospital  confinement.  We've  developed  Prevent, 


a  dental  program  which  saves  money  for  all 
parties  by  stressing  preventive  care.  Together 
with  the  550  hospitals  of  Voluntary  Hospitals 
of  America  and  their  75,000  affiliated  physi- 
cians, we're  creating  Partners  National  Health 
Plans- a  network  big  enough  to  bring  millions  of 
people  across  America  personal  health  care  at  a 
reasonable  cost.  In  matters  medical,  Americans  have 
always  taken  the  best  for  granted.  We  think  that's  a  healthy 
expectation.  And  we're  proud  that  more  than  ten  million 
of  them  now  take  it  for  granted  from  /Etna. 


warn. 

WITH 
THE 


BEST 
IN  THE 

BUSINESS 


100  Neglected  Stocks 


 Price  

■- 

52-week 

 Earnings  per  share- 

1986 

Sales* 

Exch 

Company/business 

recent 

high-low 

1985 

1986  est 

1987  est 

est  P/E 

($mil) 

a 

BIC/pens  &  disposable  products 

28  Vi 

293/4-12% 

$1.94 

$2.25 

NA 

12.7 

$263 

n 

Borman's/supermarkets 

21 

21-7 

1.77 

2.25 

NA 

9.3 

987 

0 

Robert  C  Brown  &.  Co/financial  consultant 

10'/2 

151/4-  9'/4 

0.55 

1.00 

$1.10 

10.5 

14 

n 

Carrols/Burger  King  franchisee 

10 

11     -  6'/2 

0.80E 

NA 

NA 

NA 

145 

0 

Century  Papers/paper  products 

10 

11%-  73/4 

1.10E 

1.30 

NA 

7.7 

103 

a 

Champion  Products/athletic  apparel 

35% 

35%-13'/g 

1.44 

2.30 

3.00 

15.4 

118 

o 

Chittenden/bank  holding 

411/4 

43  -I91/2 

3.02 

3.40 

NA 

12.1 

87 

a 

CMI/heavy  equipment 

5% 

12%-  51/4 

0.15 

0.65 

1.50 

8.8 

135 

0 

Coast  Federal  Savings  &  Loan/savings  &  loan 

16'/2 

207/s-133/4 

1.79 

2.00 

2.50 

8.3 

121 

0 

Cochrane  Furniture/furniture 

15 

15  -10 

1.85E 

2.10 

NA 

7.1 

28 

0 

Collective  Fedl  Savings  &  Loan/savings  &.  loan 

28 1/2 

291/2-  9% 

2.52 

4.35 

NA 

6.6 

127 

0 

ComGen  Technology/electronics 

2% 

3'/2-  1 

0.13 

0.27 

NA 

10.2 

26 

n 

Connecticut  Energy/natural  gas  utility 

24 

247/8-17 

1.81 

2.10 

NA 

1 1.4 

164 

0 

Consol  Cap  Rlty  Investors/REIT 

8'/2 

18'/2-  8 'A 

1.28 

1.56 

NA 

5.4 

o 

Courier  Dispatch  Group/courier 

4 

65/8-  4 

0.27 

0.45 

NA 

8.9 

o 

Datasouth  Computer/computer  equipment 

2 1/2 

41/4-  2  i/s 

0.20 

0.22 

NA 

11.4 

0 

DCNY/trades  &  underwrites  credit  instruments 

461/j 

55  -24 

5.89 

8.65 

NA 

5.4 

240 

0 

Detrex  Chemical  Industries/specialty  chemicals 

37i/4 

37'/2-31 

3.01 

3.85 

4.75 

9.7 

88 

o 

DH  Technology/computer  equipment 

6 

6 1/2-  2 

0.05 

0.60 

1.00 

10.0 

8 

n 

Educational  Computer/training  simulation  equip 

Hi/4 

12  -  8% 

0.63 

0.70 

NA 

16.1 

24 

0 

Equitable  Iowa/insurance 

30'/4 

32'/2-20i/4 

1.78 

2.60 

NA 

11.6 



447 

a 

Excel  Industries/vehicular  windows 

13% 

153/8-  57/8 

0  75 

1 .45 

NA 

9.4 

92 

a 

Fab  Industries/textiles 

30 1/8 

30%- 18 1/2 

2.39 

2.70 

NA 

11.2 

0 

Farm  &  Home  Savings  Assn/savings  &  loan 

22  V, 

28'/4-19 

1.95 

2.50 

2.80 

9.1 

295 

n 

Finl  Corp  of  Santa  Barbara/savings  &  loan 

13 

16V8-  43/4 

0.59 

3.00 

NA 

4.3 

319 

0 

First  Empire  State/bank  holding 

85 

91  -521/2 

8  25 

9  25 

NA 

9.2 

264 

0 

First  Hawaiian/bank  holding 

531/2 

54 1/4-28 1/2 

±  HA 
t.uo 

d  6n 

*+.ou 

NA 

11.6 

298 

0 

First  NH  Banks/bank  holding 

29Vj 

32  -14 

2  65 

3  20 

NA 

9.3 

139 

0 

First  Southern  Fedl  Savings  &  Loan/savings  &  loan 

17Vs 

22'/s-10 

3.31 

4.05 

4.40 

4.4 

206 

0 

First  Valley/bank  holding 

291/2 

29V2-14'/2 

2.23 

2.45 

NA 

12.0 

110 

n 

General  Homes/home-building 

14% 

15i/4_  4% 

U.JO 

1  .JU 

1.25 

9.8 

350 

n 

Great  Atlantic  &  Pacific  Tea/supermarkets 

24 

25 1/4-15'/4 

1  48 

1  75 

NA 

13.7 

6,615 

a 

Guardsman  Chemicals/paints  &  varnishes 

14  W 

147/s-  91/4 

1  05 

1  25 

1.50 

1 1.3 

87 

n 

Ingredient  Technology/food  processing 

191/2 

203/4-ll5/8 

1.14 

1.40 

NA 

13.9 

93 

0 

Intercontinental  Life/insurance 

16 

1 8  i/s—  93/4 

1.13 

1.50 

NA 

10.7 

33 

n 

IP  Timberlands  Ltd/ltd  partnership,  timber 

265/» 

283/s-21« 

2  50 

2  60 

10.7 

133* 

0 

Josyln/transmission  equipment 

341/4 

341/4-28 

2.37 

2.65 

NA 

12.9 

162 

0 

Keane/software  &  services 

141/4 

181/2-ll3/4 

0  83 

1  05 

1.25 

13.6 

40 

0 

Laclede  Steel/steel 

22 

221/2-I41/2 

1.94 

250 

NA 

8.8 

234 

o 

Lancer/beverage  dispensers 

I0/8 

in       1  2  k 
iy    —  la/2* 

1.04 

1.30 

1.60 

13.9 

28 

0 

Lindberg/metal  fabricating  &.  fab  equipment 

7 '/a 

71/4-  4% 

0.29 

0.50 

NA 

14.3 

69 

o 

Luskin's/electronics  retailer 

9 

141/2-  8'/4« 

0.92 

1.50 

o.u 

liU 

0 

Mars  Stores/discount  department  stores 

9 

21 5/s-  9 

0.42 

1.00 

1.40 

9.0 

no 

n 

McDonald  &  Co  Investments/securities  brokerage 

13i/8 

14%_  8 1/2 

(l  96 

1.20 

NA 

10.9 

68 

o 

McGrath  RentCorp/rent  &.  sell  modular  offices 

141/4 

15-8 

(l  S2 

1.00 

1.20 

14.3 

14 

'Most  recent  fiscal  year.    •Range  less  than  one  year    E:  Estimate    NA:  Not  available  or  not  applicable 


Sources:  Tlje  Institutional  Brokers  Estimate  System  (IBES),  a  sen  ice  of  Lynch,  Jones,  &  R\an  via 
Micro/Scan  Data  on  diskette  from  Isys  Corp :  Standard  &  Poor's  Stockpak-II  System,  The  Unlisted  Market  Guide;  Forbes. 
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Individually, 
We  Pioneered 
The  Computer 
Industry. 


JL 


Together, 
We  Intend 
To  Reshape  It. 


The  merger  of  Sperry  Corporation 
with  Burroughs  Corporation  begins 
a  new  chapter  in  a  long,  proud 
history  of  two  great  international 
companies. 

Sperry  and  Burroughs  pioneered 
the  computer  age,  and  have  for  four 
decades  invented  and  delivered 
advanced  electronic  systems  to  the 
world's  most  sophisticated 
customers. 

The  partnership  of  Sperry  and 
Burroughs  creates  a  major  new  force 
in  the  world's  information  systems 
industry— a  powerful  entity  whose 
combined  talents  mean  greater 
ability  to  compete  in  every  market 
we  serve. 

Our  partnership  provides  new 
challenges  and  opportunities -and 
we  will  respond  with  a  renewed 
commitment  to  excellence. 

To  our  customers,  we  pledge  to 
protect  your  investment  in  our 
respective  product  lines,  to  use  our 
combined  resources  to  accelerate 
delivery  of  new  and  upgraded  prod- 
ucts and  services,  and  to  strengthen 
those  relationships  valued  and 
nurtured  over  many  years. 

To  our  employees,  we  pledge 
expanded  opportunity  for  personal 
growth  and  to  continue  to  reward 
quality,  innovation  and  excellence. 

To  shareholders,  we  pledge  to  work 
for  even  greater  return  on  your 
investment. 

This  partnership  is  committed 
above  all  to  the  needs  of  its 
customers.  We  are  eager  to  launch 
our  combined  business  into  a  new 
era— of  growth,  innovation  and 
international  competitive  strength. 


100  Neglected  Stocks 


-Price- 


Exch  Company/business 


recent 


52-week 
high-low 


 Earnings  per  share 

1985         1986  est 


1987  est 


1986 
est  P/E 


Sales" 
($mil) 


n      McNeil  Corp/industrial  equipment 


311/2 


35  -23 


$2.25 


$2.50 


NA 


12.6 


1178 


Merry  Land  &  Investment/real  estate  devel 


15 


15 1/2- 16% 


1.06 


1.20 


$1.40 


12.5 


10 


Metex/antenna  systems 


135/8 


16%- 11 


1.51 


1.80 


2.30 


7.6 


29 


Metropolitan  Fed  Savings  &  Loan/savings  &  loan 


30 


34%-181/4« 


2.64* 


3.75 


NA 


8.0 


105 


Nantucket  Industries/intimate  apparel 


10 


12%-  65/8 


0.69 


0.98 


NA 


10.2 


37 


Natl  Western  Life  Ins/insurance 


21% 


22  -123/8 


2.58 


3.00 


NA 


o      North  Fork  Bancorp/bank  holding 


40% 


41l/4-14V8 


2.89 


3.20 


NA 


7.3 


12.7 


231 


38 


OMI/maritime  shippmg 


57/8 


63/s-  3'/4 


0.27 


0.70 


NA 


Patten/real  estate 


26'/2 


29  V*-10V*» 


1.40 


1.65 


NA 


8.4 


16.1 


190 


35 


o      Phoenix  Medical  Tech/health  care  products 


3% 


8%-  3'/2 


0.29 


0.45 


0.65 


8.3 


11 


Piedmont  Bankgroup/bank  holding 


34'/2 


34>/2-25 


2.43 


3.20 


NA 


10.8 


34 


PLM  Cos/lease  transportation  equip 


7% 


9  -  3% 


0.81 


0.90 


1.10 


8.2 


21 


Preferred  Financial/fund  manager 


6'/4 


65/8-  3'/2 


0.40 


0.60 


0.75 


10.4 


11 


o      Preferred  Savings  &  Loan  Assn/savings  &  loan 


6Vl 


7%-  5'/2 


0.58 


0.85 


0.95 


7.6 


31 


o      Princeville  Development/real  estate  devel 


95/s-  5 


0.17 


0.80 


NA 


11.3 


10 


o      Profit  Systems/freight  forwarding 


131/ 


18'/8-  9 'A 


0.33 


1.30 


NA 


ProGroup/athletic  equipment  &  apparel 


75/s 


95/8-  5% 


0.27 


0.67 


NA 


Pueblo  International/ supermarkets 


17'/8 


18%- 10% 


1.43 


1.60 


NA 


Pulaski  Furniture/wooden  furniture 


40 


41%-20% 


1.25 


1.65 


NA 


10.2 


11.4 


10.7 


24.2 


125 


26 


597 


74 


o      Reading  Co/real  estate  development 


25!/2 


257/s-183/4 


0.32 


3.10 


2.50 


8.2 


36 


Recoton/electronics 


125/8 


13%-  6 


0.57 


1.15 


NA 


11.0 


27 


Regal-Beloit/precision  instruments 


195/s 


19S/«-ll5/8 


1.06 


1.60 


NA 


12.3 


55 


n      RJ  Financial/securities  brokerage 


16% 


20  -  8% 


1.07 


1.35 


NA 


12.0 


86 


Roanoke  Electric  Steel/mini  steel  mill 


19% 


20  - 


1.58 


1.80 


NA 


11.0 


113 


Rocky  Mount  Undergarment/apparel 


5'/4 


10  -  37/s 


0.40 


0.80 


0.95 


6.6 


40 


o  Selecterm/computer  equipment 
o      Society  For  Savings/bank 


73/s 


11V2-  6 


0.76 


0.85 


1.00 


247/8 


28'/.-  5% 


0.91 


NA 


Stanwood/men's,  boys'  apparel 


11% 


133/s-  7% 


0.57 


1.15 


NA 


Susquehanna/building  materials 


5%-  3% 


0.40 


0.75 


NA 


8.7 


13.2 


10.2 


6.7 


27 


294 


117 


111 


o      Tecumseh  Products/refrigeration  equipment 


126'/2 


130  -86 '/2 


10.98 


12.50 


13.50 


10.1 


829 


Turner  Corp/construction  &  real  estate  develop 


26% 


313/8-235/8 


2.64 


3.25 


3.75 


8.2 


76 


Union  National/bank  holding 


40% 


41 1/2-23 '/2 


2.63 


2.90 


3.20 


14.1 


252 


n      United  Brands/food  processing 


263/8 


277/s-16 


2.25E 


NA 


NA 


NA 


3,220 


o      United  Dominion  Reaity  Trust/REIT 


13'/2 


w/i-nvi 


0.28 


1.00 


NA 


13.5 


19 


o      United  Financial  Banking/bank  holding 


16'/2 


171/2—1  1  V2 


1.41 


1.90 


2.35 


8.7 


United  Tote/computer  sys  for  gaming  ind 


5'/4 


11 1/2-  4 '/4 


0.65 


0.95 


NA 


o      USACafes/fast-food  restaurants 


65/s-  3% 


0.40 


0.53 


NA 


Valley  Bancorporation/bank  holding 


43 


46  -26 


3.22 


3.60 


NA 


n      Vendo/vending  machines 


75/8 


12   -  6i/4 


0.44 


0:70 


NA 


5.5 


11.3 


11.9 


10.9 


20 


168 


89 


Virginia  Beach  Fed  Savings  &  Loan/ savings  &  loan 


6% 


85/s-  4% 


0.89 


1.27 


NA 


5.0 


89 


Warwick  Ins  Managers/insurance 


12 


12'/2-  71/2 


0.65 


0.90 


1.45 


13.3 


21 


o      Weisfields/jewelry  retailer 


17% 


181/2-ll'/2 


1.52 


1.70 


NA 


10.1 


49 


Wiener  Enterprises/apparel  retailer 


10% 


131/2-  m 


0.85 


1.65 


NA 


6.5 


58 


Woodhead  Inds/electronics 


131/2 


15  -Hi/4 


0.62 


1.20 


NA 


11.3 


60 


York  Federal  Savings  &  Loan/savings  &  loan 


20 


25%-  65/ 


1.27 


1.60 


1.75 


12.5 


59 


"Most  recent  fiscal  year.    •  Range  less  than  one  year.    E:  Estimate.    NA:  Not  available  or  not  applicable 


Sources:  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones,  &  Ryan  via 
Micro/Scan  Data  on  diskette  from  Isys  Corp :  Standard  &  Poor's  Stockpak-ll  System.  The  Unlisted  Market  Guide;  Forbes. 
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COAL 

lights  our  nights  &  brightens  our  fiiture! 

We  sit  atop  some  of  the  world's  v  about  5%  hydro,  oil,  gas,  and 

areatestcoal  denosits ..  .which  fuel'  n<=>nth 


about  95%  of  the  electricity  we 
generate.  In  fact,  we  supply  almost 
15  billion  kilowatt-hours  of 
electricity  per  year  in  three  dynamic 
states,  without  nuclear  and  with 


reason  our  nights  and  future  are 
bright.  Another  is  the  dividend  we 
have  paid  every  quarter  since  1946, 
We  anticipate  that  1986  will  be  no 
exception. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


56,000,000  Shares 


The  Henley  Group,  Inc. 


Common  Stock 


Price  $21.25  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  an- 
nouncement is  circulated  only  from  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Lazard  Freres  &  Go, 


r 

* 


tax-free 


The  First  Boston  Corporation 

Merrill  Lynch  Gapital  Markets 


I 


on  ere; 
aempt 

a 


Bear,  Stearns  &  Co.  Inc. 


Dillon,  Read  &  Co.  Inc. 


Donaldson,  Luf  kin  &  Jenrette 

Securities  Corporation 

E.  F.  Hutton  &  Company  Inc. 


Hambrecht  &  Qnist 

Incorporated 

Montgomery  Securities 


Alex.  Brown  &  Sons 

Incorporated 

Drexel  Bnrnham  Lambert 

Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Morgan  Stanley  &  Co.     PaineWebber     Prudential-Bache     Robertson,  Colman  &  Stephens 

Incorporated  Incorporated  Securities 

Shearson  Lehman  Brothers  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

A.  G.  Edwards  &  Sons,  Inc. 

Rothschild  Inc. 
Wheat,  First  Securities,  Inc. 


Allen  &  Company 

Incorporated 


William  Blair  &  Company 

Oppenheimer  &  Co.,  Inc. 
Thomson  McKinnon  Securities  Inc. 

May  21, 1986 
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Capital  Markets 


MONEY  &  INVESTMENTS 

lorit  be  tempted  by  the  high  yields  on 
ome  municipal  bond  unit  investment 
rusts.  There  is  a  catch. 

DECEPTION 


By  Ben  Weberman 


takes  two  people  to  make  a  scam: 
confidence  man's  success  rests  on 
s  ability  to  exploit  the  greed  of  the 
ark.  This  comes  unhappily  close 

explaining  the  success  of  a  lot  of 
x-free  unit  investment  trusts. 
The  game  being  played  is  based 
1  creation  of  a  portfolio  of  tax- 
:empt  bonds  in  a  unit  investment 
List.  Watch  out  when  such  a  trust 

long-term  bonds  is  advertised  as 
iving  a  tax-exempt  return  of  8%  or 
ore  when  similar  bonds  are  trad- 
g  to  yield  7.25%  to  7.50%.  The 
peal  to  greed  is  apparent.  An  in- 
stor  is  told  he  will  receive  a  pre- 
lum rate  of  return.  Too  often,  the 
emium  is  an  illusion. 
Mind  you,  unit  trusts  have  some 
vantages.  The  trust  sponsor  can- 
it  trade  the  portfolio,  so  what  you 
e  is  what  you  get.  Unlike  no-load 
x-exempt  mutual  funds,  the  trusts 
targe  only  a  token  annual  manage- 
ent  fee  (mutuals  often  nick  the 
vestor  for  as  much  as  10%  of  the 
inual  return).  Both  funds  and 
ists,  of  course,  carry  market  risk: 
interest  rates  change,  so  does  the 
lue  of  the  underlying  portfolio. 
The  unit  trusts  are  not  for  traders 

even  for  people  who  may  need 
e  money  in  a  year  or  two.  The 


n  Weberman  is  senior  editor  of  Forbes 
igazine. 


sales  charges  are  quite  heavy:  Pur- 
chase of  a  unit  usually  involves  a 
commission  of  about  5%.  Participa- 
tions can  be  resold  to  the  sponsor  on 
a  day's  notice.  The  price  you  receive 
is  the  equivalent  of  the  bid  side  of 
bonds  in  the  trust  portfolio,  3%  to 
6%  less  than  the  offered  price.  So 
don't  touch  them  unless  you  are 
going  to  stay  with  them  for  more 
than  the  average  life  of  the  UIT. 

If  you  think  these  are  for  you,  stay 
away  from  unit  trusts  that  promise 
above-market  yields.  Here's  why: 
They  use  "current  return"  to  de- 
scribe their  wares.  They  avoid  such 
standard,  honest  measures  as  "yield 
to  first  call"  or  "yield  to  maturity." 
Read  the  section  marked  "estimat- 
ed current  return"  in  any  unit  trust 
prospectus:  "Estimated  current  re- 
turn" does  not  reflect  the  amortiza- 
tion of  premium  or  discount. 

Get  the  deception?  Say  a  bond 
pays  10%  and  sells  at  110.  The  cur- 
rent yield  is  certainly  9.1%.  But  if 
that  bond  is  callable  at  par  in  five 
years,  the  investor  must  count  on 
seeing  the  premium  over  par  gradu- 
ally vanish  to  zero.  If  you  amortize 
the  premium  over  those  five  years, 
the  real  return — yield  to  first  call — 
drops  to  7.56%.  Yet  the  sponsor  can 
claim — without  actually  lying — 
that  the  current  return  is  9.1%. 

Consider  the  New  York  State 
Dormitory  Authority,  Crouse  Irving 
Memorial  Hospital  10.50s  of  2017, 
held  by  Nuveen  Tax-Exempt  New 
York  Trust  190.  These  trade  at  1 14. 
Those  terms  generate  a  current 
yield  of  9.20%.  But  the  bonds  are 
callable  at  102  in  1994  for  a  yield  to 
first  call  of  8%.  That  is  a  more  real- 
istic measure  of  the  real  return. 

Let's  see  how  this  deceptive  mar- 
keting works  in  practice.  Look  at 


National  Trust  122  of  Smith  Bar- 
ney's unit  investment  trust,  which 
has  an  average  life  of  27V2  years.  The 
investor  receives  a  stated  current 
yield  of  8.24%.  Part  of  this  above- 
market  return  is  achieved  by  invest- 
ing heavily  in  nuclear  utility  bonds. 
Part  is  achieved  by  investing  in  such 
issues  as  the  Houston  Assisted 
Housing  Finance  Corp.,  Royal 
Palms  Apartments  12s  of  2022. 
They  are  trading  at  106  for  a  current 
yield  of  10.91%.  But  yield  to  first 
call  in  1992  is  10.15%— much  less. 

Abuse  of  the  estimated  current 
return  concept  is  most  apparent  in 
the  short-intermediate  trusts,  with 
an  average  maturity  of  five  years. 
Van  Kampen  Merritt,  which  does 
not  go  in  for  this  practice,  creates 
trusts  with  current  coupon  bonds 
maturing  in  four  to  six  years.  They 
yield  5.75%.  That  is  right  on  the 
market.  But  Nuveen's  short-inter- 
mediate term  trust  Number  5  with 
an  average  life  of  AVi  years  has  a 
current  estimated  return  of  6.14%. 

Nuveen's  portfolio  has  bonds  ma- 
turing between  2Vi  and  7Vi  years 
and  has  high  coupons  and  high 
prices  on  some  shorter  maturities  in 
the  portfolio.  In  fact,  $1.2  million  of 
the  $7.5  million  principal  amount 
consists  of  7.25s  due  Dec.  31,  1988, 
only  2'/2  years  from  now.  After  they 
are  paid  off,  the  portfolio  will  still 
have  a  substantial  amount  of  3.5% 
to  5%  bonds  due  1992  and  1993. 
With  low  coupon  bonds  left,  the 
yield  will  be  a  lot  less  than  6.14%, 
even  way  under  5.75%. 

One  sure  measure  of  the  exces- 
sive use  of  high  coupon,  premium- 
priced  issues  in  a  unit  trust  portfolio 
is  the  inclusion  of  zero  coupon  mu- 
nicipal bonds.  The  purpose  is  to 
hold  the  original  offering  price  of 
each  unit  close  to  $1,000.  This  is 
done  by  offsetting  the  premium 
price  bonds  with  zero  coupon  or  low 
coupon,  original  issue  discount 
bonds  trading  at  deep  discounts. 

Mind  you,  not  all  premium- 
priced  bonds  are  bad  holdings.  Some 
may  be  prerefunded  in  advance  of 
first  call  date,  giving  a  premium 
price  to  holders  until  redemption. 
The  higher  the  coupon,  the  greater 
the  incentive  to  prerefund. 

Before  buying  shares  in  a  UIT, 
study  the  portfolio,  go  beyond  the 
promises  of  an  account  executive — 
even  beyond  the  promises  of  the 
written  word,  since  these  can  be 
misleading,  too- — and  examine  the 
portfolio  for  quality  and  maturity.  A 
read  in  time  saves  plenty.  ■ 
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Market  up?  Market  down?  Mike  Steinberg 
doesnt  give  two  hoots. 

VALUE  IS 
AS  VALUE  DOES 


By  Susan  Lee 


Most  people  assume  money  manag- 
ers are  riveted  to  their  Quotron  ma- 
chines, alert  to  every  rumor  and 
scrap  of  news,  jumping  on  the 
phone  to  scream  out  buy  or  sell  or- 
ders on  huge  chunks  of  stocks. 
Granted,  a  lot  of  money  managers 
do  just  that.  But  not  Michael  Stein- 
berg of  Steinberg  Asset  Manage- 
ment Co.  in  New  York  City.  Sure, 
Steinberg  has  a  Quotron,  and,  sure, 
he  spends  a  lot  of  his  day  on  the 
phone,  but  days  pass,  sometimes 
weeks,  without  his  trading  a  single 
position.  Indeed,  Steinberg  some- 
times holds  positions  for  as  long  as 
four  to  five  years. 

As  you  might  expect,  someone 
who  expects  to  live  with  his  stocks 
over  the  long  haul  chooses  them 
very,  very  carefully.  Steinberg  does 
that:  He  picks  stocks  that  seem  to 
him  to  have  50%  to  100%  on  the 
upside  and  not  more  than  10%  on 
the  downside. 

Don't  we  all  want  to  buy  cheap 
and  sell  dear  and  at  minimal  risk? 
Sure.  What  makes  Mike  Steinberg 
better  at  it  than  most  people?  We'll 
let  him  tell  it. 

"I  look  for  what  I  describe  as  a 
free  call,"  he  says.  "That's  a  call  on 
a  particular  event  that  Could  in- 


Susan  Lee  is  a  senior  editor  of  Forbes 

magazine. 
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crease  the  company's  market  value 
materially:  a  restructuring,  either  of 
the  company's  operations  or  its  bal- 
ance sheet,  a  change  in  ownership 
or  the  introduction  of  a  new  prod- 
uct." Put  it  this  way:  He  wants  the 
stock  to  be  reasonably  priced  on  the 
fundamentals,  but  with  something 
in  the  offing  that  could  make  the 
stock  worth  a  lot  more.  The  trick  is 
to  pay  only  for  the  current  value  and 
get  the  "call"  for  free.  Once  the  po- 
tential becomes  actual  and  the 
stock  rises,  Steinberg  exercises  his 
call  by  selling  the  stock. 

Steinberg's  strategy  is  to  avoid 
losses  even  in  difficult  markets  by 
limiting  himself  to  a  5-to-l  ratio  of 
reward  to  risk.  For  example,  if  a 
stock  has  the  potential  to  move  up 
50%,  he  won't  buy  unless  he  feels 
comfortable  that  the  price  of  the 
stock  won't  sink  more  than  10% 
below  his  cost  of  acquiring  it.  What 
does  he  look  for  in  a  stock  that  gives 
him  this  nice  warm  feeling?  Ah, 
that's  where  his  special  talent 
comes  in.  "I  read  everything  and 
talk  to  people"  is  about  as  close  as 
he  can  come  to  explaining  it. 

Steinberg  runs  positions  in  about 
20  stocks  but  monitors  close  to  200. 
When  Steinberg  jumps  on  the 
phone,  it's  usually  to  keep  track  of 
his  stocks  by  chatting  with  the  con- 
siderable network  he's  built  over 
his  20  years  in  the  business. 

The  result?  Since  he  opened  shop 
in  1980  Steinberg's  average  annual 
compounded  return  has  been  27%, 
vs.  the  Dow's  17%;  moreover,  his 
total  return  is  a  dynamite  318%, 
next  to  the  Dow's  155%. 

Currently,  Steinberg  is  expecting 
a  nifty  free  call  in  Gotaas-Larsen 
Shipping,  a  Bermuda-based  compa- 
ny. The  firm  owns  some  LNG  char- 


ters, a  cruise  ship  business  and  sev- 
eral large  cargo  ships,  including 
VLCCs  (very  large  crude  carriers). 

The  free  call,  according  to  Stein-I 
berg,  is  the  firm's  ability  to  leverage 
its  earnings  over  the  next  few  years) 
because  of  a  favorable  supply  and) 
demand  situation  now  developing 
in  the  tanker  market.  This  market 
has  had  some  bad  years,  mostly  be- 
cause of  a  huge  oversupply. 

Today  there's  120  million  tons  of 
capacity,  but  scrappage  is  running! 
24  million  a  year,  with  only  3  mil- 
lion to  4  million  tons  of  new  tanker 
capacity  coming  on  line.  That 
means  supply  should  shrink  to  100 
million  tons  by  the  end  of  this  year. 
Since  demand  last  year  was  75  mil- 
lion, the  market  should,  says  Stein- 
berg, "reach  equilibrium  by  next] 
year  and  experience  a  shortage  the! 
year  after — maybe  as  early  as  1987."' 

Even  without  this  free  call,  Stein- 
berg thinks  Gotaas-Larsen  is  a  great! 
buy.  It  sells  around  29  but  has  a 
liquidation  value  of  35  to  40.  Last) 
year  the  firm  earned  $1.50  a  shared 
this  year  it  should  earn  over  $2.50;i 
and  by  1988  earnings  could  be  $4.50 
without  a  turnaround  in  the  VLCC 
market.  With  such  a  turn,  it  could 
earn  $8  to  $10  in  1988. 

Another  Steinberg  fave  is  Interna- 
tional Banknote.  Here  the  free  call 
is  the  company's  position  in  com-' 
mercial  holography.  (That's  a  three- 
dimensional-like  image  made  onj 
photographic  film  using  a  laser.) 

There  are  lots  of  commercial  usesi 
for  holography.  Some  credit  card! 
companies,  for  example,  affix  holo- 
grams to  their  cards  to  discourage 
counterfeiting.  (You  probably  have 
one  in  your  wallet  with  a  bird  that 
flaps  its  wings  when  the  card 
moves.)  And  there  are  lots  of  poten- 
tial uses.  GM  is  thinking  of  affixing 
them  to  car  parts  to  identify  stolen 
cars  or  to  keep  track  of  inventory. 

International  Banknote  is  a  typi- 
cal Steinberg  pick.  If  it  can  mass- 
produce  quality  hologram  products 
to  specification,  the  "call"  is  worth 
a  lot.  If  the  call  doesn't  work  out, 
the  downside  is  limited:  He's  still 
buying  a  company  that  manufac- 
tures foreign  currencies,  securities 
and  food  stamps.  It  has  no  debt  and 
a  strong  cash  flow. 

Steinberg  is  a  modest  guy,  espe- 
cially among  money  runners.  Asked 
to  comment  on  his  investment  phi- 
losophy, he  shrugs,  "It  may  not! 
sound  exciting,  but  it's  a  nice  way  to 
make  money  and  sleep  at  night." 
Sounds  exciting  enough  to  us.  ■ 
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More  than  you  realize.  For  every  business  decision 
from  taxes  to  investments.  From  stock  market  reports 
to  preparing  for  your  children's  education.  You  need 
Moneyiine  on  CNN  Cable  Network. 

When  you  need  business  advice  that  makes  sense, 
join  CNN  News  Managing  Editor  Lou  Dobbs, 

If  you  don't  have  cable  you're  missing  the  best 
business  news  available.  Call  your  cable  operator. 

You  ve  always  got  a  reason . 

Alt  times  eastern. 


WEEKMGHTS  at  7&11 


THE  WORLD'S  MOST 
IMPORTANT  NETWORK 


©1986 TURNER  BROADCASTING  SYSTEM,  INC. 

CNN,  SuperStation  WTBS,  Headline  News,  MGM,  Atlanta  Braves,  Atlanta  Hawks 


Stock  Trends 


MONEY  &  INVESTMENTS 


By  Ann  C.  Brown 


/  was  8%  too  conservative. about first-half 
market  prospects,  but  I  remain  100% 
comfortable  with  my  cautious  outlook. 

EARLY  BIRD 
OR  DUMB  CLUCK? 


many  an  incumbent  to  weep  at  the 
thought  that  elections  are  five  long 
months  away.  For  the  first  quarter 
the  gross  national  product  came  in 
15%  better  than  the  Commerce  De- 
partment's optimistic  estimate — 
and  nearly  40%  more  than  Wall 
Street  had  been  anticipating.  The 
index  of  leading  economic  indica- 
tors registered  its  biggest  gain  since 
October  1983,  and  the  merchandise 
balance  of  trade  deficit  fell  notice- 
ably from  the  preceding  month. 
Construction  expenditures  were 
rising,  auto  sales  rebounding,  non- 
farm  productivity  expanding  and 
the  purchasing  agents'  index  was 
up  sharply. 

But  beneath  these  hip-hype-hoo- 
ray headlines,  the  small  print  made 
for  less  pleasant  reading. 

Much  of  the  GNP  increase  re- 
flected higher  inventories,  which 
could  prove  burdensome  down  the 
road.  Contributing  heavily  to  the 
leading  indicator's  large  jump  was  a 
disturbing  rise  in  the  money  sup- 
ply. And  the  improvement  in  the 
trade  deficit  came  about  as  a  result 
of  lower-priced  oil  imports  and  not 
because  of  an  improvement  in  U.S. 
exports,  which  actually  fell — in 
spite  of  the  30%  decline  in  the 
value  of  the  dollar  Other  causes  for 
concern:  the  slippage  in  the  sales  of 
new  single-family  homes,  domestic 
auto  sales'  continuing  to  lose 
ground  to  imports,  and  new  orders 
for  manufactured  products  not  be- 
ing all  that  manufacturers  would 
like  them  to  be. 

The  big  unknown  is  the  direc- 
tion interest  rates  will  take.  What 
happens  here  will  influence  stock 
prices  more  than  the  tax-reform- 
confused  outlook  for  corporate 
profits.  Economists  are  evenly  di- 


There's  no  hiding  the  McEgg  on 
my  face  for  having  made  the  state- 
ment earlier  this  year  that  "con- 
ceivably, the  Dow  could  touch 
1735  before  summertime"  (Forbes, 
Mar.  10).  That  should  teach  me  to 
name  dates  and  numbers  in  a  wild 
and  crazy  market  dominated  by  in- 
stitutional programmed  buying, 
options  and  index  futures  strate- 
gies, mergers,  acquisitions,  corpo- 
rate stock  buybacks  and  other 
guess-defying  factors. 

Anyhow,  here  we  are — 100,  and 
then  some,  points  higher  on  the  in- 
dex than  I  thought  we  would  be  at 
this  time.  Fundamentally,  I  contin- 
ue uneasy  about  the  outlook  for 
stock  prices  for  the  second  half  of 
the  year.  The  wrinkles  in  the  aging 
economic  expansion  that  began  to 
appear  late  in  the  fourth  quarter  of 
1985  are  enjoying  a  temporary  cos- 
metic lift,  thanks  to  the  skilled 
hands  of  the  financial  physicians  at 
the  Federal  Reserve.  Not  to  men- 
tion an  unexpected  and  soothing  oil 
treatment  from  OPEC,  which  has 
removed  inflation  worry  lines,  but 
only  for  the  moment. 

The  latest  economic  statistics 
have  been  so  good,  they  caused 

Ann  C.  Brown  is-  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC.  Broun  &  Associates. 


vided  into  interest-rates-are-head- 
ed-lower and  interest-rates-are-ris- 
mg  camps.  I  think  the  higher-rate 
folks  make  the  stronger  case.  It 
seems  unreasonable  to  expect 
much  more  in  the  way  of  mone- 
tary accommodation  from  the  Fed- 
eral Reserve  when  Ml  is  running 
well  above  established  guidelines, 
the  leading  indicators  are  pointing 
to  better  business  ahead,  and  the 
inflation  rate — after  the  oil  and  ag- 
riculture components  are  taken 
out — is  an  uncomfortable  4Vi%. 

Should  interest  rates  rise  50  to 
100  basis  points  from  their  current 
levels  between  now  and  year-end, 
the  stock  market  stands  a  good 
chance  of  yo-yoing  between  1700 
and  1950  on  the  DJI,  with  100-point 
weeks  becoming  commonplace  and 
35-point  daily  moves  downright 
yawnable. 

Buying  opportunities  in  this 
kind  of  market?  Additional  highly 
leveraged  mergers  along  the  lines 
of  the  Burroughs-Sperry  combo 
could  proliferate  as  more  and  more 
companies  act  now  in  anticipation 
of  tax  reform  legislation,  which 
could  make  similar  transactions 
less  appealing  in  the  not  too  dis- 
tant future.  Here  are  three  compa- 
nies I  would  love  to  take  over  if  I 
had  a  billion  to  spare. 

First,  Dynatech  Corp.  (33,  o-t-c). 
Although  it  is  up  10%  since  I  first 
recommended  the  stock  (Forbes, 
Apr.  28),  it  still  is  in  a  buying  range. 
Earlier  earnings-per-share  esti- 
mates on  this  fast-growing  data 
communications  outfit  have  been 
shaded  to  $2.35,  from  $2.50  for 
1986.  Nonetheless,  the  company, 
which  has  been  growing  at  a  rate 
of  25%  per  year  for  the  past  several 
years,  should  command  a  multiple 
greater  than  14.  A  more  realistic 
P/E  multiple  of  18  to  20  suggests 
Dynatech  could  sell  between  $40 
and  $50  per  share. 

Closely  held  Circus  Circus  Enter- 
prises (35)  is  up  nearly  50%  since  it 
caught  my  eye  at  25  last  December. 
Nevertheless,  it  still  looks  like  a 
buy.  The  company  is  expanding  its 
fun-for-the-whole-family  hotel/en- 
tertainment/gambling casino  com- 
plexes, and  by  1988  could  earn  $4.25 
or  more  per  share. 

Gibson  Greetings  (25,  o-t-c]  offers 
the  potential  of  an  attractive  15%  to 
17%  total  return  and  currently  sells 
below  the  general  market  multiple. 
For  1986  GIBG  could  earn  $2  to 
$2.10  per  share,  with  $2.40  or  more 
possible  in  1987.  ■ 
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 Because  Only  a  

Monumental  Tribute  Will  Do 


American  Heritage 
has  created  a  boun- 
tiful, beautiful  new 
volume  worthy  of 
the  towering  subject 
it  celebrates. 
No  matter  how  much 
we  think  we  know 
about  our  Statue  of 
Liberty,  there  is  always 
something  more  to 
amaze  us,  from  the 
lory-struck,  gloriously  outsized  egos"  who  first 
nceived  it  to  the  powerful  emotions  it  still 
okes  in  us  today. 

Derty's  story  in  the  century  between  is  one  of 
2  richest,  most  extraordinary  in  our  country's 
;tory,  and  to  re-create  it,  American  Heritage  has 
oduced  a  volume  as  imposing  and  fascinating 
the  monumental  subject  it  celebrates. 


David  McCullough  has  provided  a  thoughtful, 
moving  introduction  that  examines  the  role  the 
statue  has  played  in  the  story  of  our  nation. 
Bernard  A.  Weisberger  has  furnished  a  text  that 
combines  historical  accuracy  with  narrative  sweep 
and  drive.  And  more  than  350  illustrations,  some 
never  published  before,  give  an  unprecedented 
visual  survey  of  the  statue's  use  in  everything  from 
high  art  to  political  propaganda  to  merchandising. 

American  Heritage's  Statue  of  Liberty:  The  First  Hundred 
Years  is  the  single  comprehensive  volume  you'll 
want  to  refer  to  in  the  centennial  year  ahead  and 
keep  on  your  shelves  for  at  least  a  century  to  come. 
And  as  an  American  Heritage  reader,  you  have 
double  cause  for  celebration:  you  are  invited  to 
order  your  own  and  gift  copies  now  at  only  $24.95 
each,  $5.00  below  the  bookstore  price  of  $29.95. 


9  x  11  %"  •  192  pages  •  154  color  &  21 1  black- 
and-white  illustrations  *  Introduction  by  David 
McCullough  •  Text  by  Bernard  A.  Weisberger 


Order  Now  And  Save  $5.00 


AN  AMERICAN  HERITAGE  BOOK 
AMERICAN  HERITAGE,  Dept.  SOL 
Forbes  Building 

60  Fifth  Avenue,  New  York,  NY  10011 

Please  send  me  copies  of  STATUE 

OF  LIBERTY:  THE  FIRST  HUNDRED  YEARS 
(#B23901)  at  $24.95  (plus  $2.00  for  postage  and 
handling)  each.  New  York  State  residents  must 
add  sales  tax.  Allow  4  to  6  weeks  for  delivery. 
□  Bill  me 

Enclosed  is  my  check  or  money  order  for 

$. 

□  VISA      □  MC      □  AMEX 


Mill 

1 

1  1 

Account  #          „    .    .  _ 

Expiration  Date 

Address. 


Zip_ 


Or  call  toll  free 


Companion  book  to 
The  Statue  of  Liberty, 
a  PBS-TV  special 
sponsored  by  Liberty  Mutual. 


1-800-341-1522. 

In  Maine,  call  collect  236-2896. 


Growth  Stocks 


MONEY  &  INVESTMENTS 


In  times  of  success,  don  H  overlook  your 
mistakes.  Here  are  some  of  mine. 

LESSONS  FROM 
MY  LOSERS 


By  Kenneth  L.  Fisher 


Recently,  someone  checked  into  ev- 
ery "buy"  stock  I  had  "specifically" 
recommended  in  Forbes — over  22 
months  and  26  columns,  through 
Apr.  30 — 56  stocks  in  all. 

My  buys  had  increased  at  a  38.8% 
average  annualized  rate,  far  faster 
than  the  25.9%  average  annual  rate 
turned  in  by  the  S&P's  500  during 
the  same  period.  Twenty-six,  al- 
most half,  were  up  more  than  50%, 
ten  of  them  had  more  than  doubled, 
and  only  five  were  down. 

If  I  seem  to  be  bragging,  it  is  only 
because  I  want  to  devote  this  col- 
umn not  to  boasting  of  my  success- 
es but  to  learning  from  my  mis- 
takes. If  my  mistakes  recently  have 
been  many  fewer  than  my  success- 
es, it  does  not  change  the  fact  that 
one  learns  more  from  one's  mis- 
takes than  from  one's  triumphs. 

Several  of  my  columns  had  no 
buys.  And  there  were  two  "theme" 
columns  that  weren't  included 
(May  20,  1985  on  bankruptcies  and 
Feb.  25,  1985  on  micro-cap  stocks). 
In  these  two  columns  I  gave  luke- 
warm endorsements,  but  endorse- 
ments nonetheless,  to  24  stocks. 
Precious  few  were  big  winners,  and 
10  were  down.  Only  one  stock 


Kenneth  L.  Fisher  is  a  money  manager  based 
in  Woodside,  Calif.  His  book  Super  Stocks, 
is  published  by  Dow  Jones-Irwin. 


doubled.  The  rest  were  lackluster. 

Mistake  number  one:  Suggesting  a 
long  list  of  stocks.  When  anyone 
does  this,  steer  clear.  Sloppiness 
loves  company.  When  I'm  mention- 
ing a  large  group  of  stocks  it  is  hard  to 
have  the  conviction,  not  to  mention 
the  background  research,  that  I  rou- 
tinely have  with  just  two  or  three 
stocks.  When  I  wrote  a  full-page  col- 
umn recommending  just  one  stock, 
Texaco,  at  $28  (Feb.  24),  you  could 
have  disagreed,  but  you  couldn't  dis- 
pute the  fact  that  I  had  reasons  and 
convictions.  You  should  have  pow- 
erful reasons  and  convictions,  too, 
for  anything  you  buy. 

Mistake  number  two:  Recom- 
mending a  broad  thematic  category 
of  stocks,  such  as  oils  or  utilities,  or 
bankruptcies  or  micro-cap  stocks. 
In  investing  you  buy  companies, 
not  themes  or  concepts. 

The  bankruptcy  theme  turned 
out  badly.  Since  my  May  20,  1985 
column,  I  served  on  the  Equityhold- 
ers'  Committee  of  the  Charter  Co. 
bankruptcy  proceedings,  acting  for  a 
time  as  head  of  the  reorganization 
subcommittee.  It  was  the  only 
bankruptcy  stock  our  firm  actually 
owned,  and  a  waste  of  time  and 
money,  as  it  turned  out. 

Through  that  process  I  conclud- 
ed that  creditors  as  a  group  are 
much  more  sophisticated  in  wrest- 
ing equity  dilution  from  bankrupt- 
cy shareholders  than  was  true  just 
a  few  years  ago.  There  are  too 
many  powerful  but  conflicting 
forces  in  a  big  bankruptcy  for  any- 
one to  know  how  it  will  unfold.  So 
my  experiences  have  taught  me 
that  bankruptcies,  on  the  whole, 
should  be  avoided. 

My  micro-capitalization  theme 
didn't  work  either.  The  Feb.  25, 


1985  column  listed  ten  nice  enough 
little  companies,  with  total  stock 
market  values  under  $15  million.  I 
called  these  micro-cap  stocks  and 
reasoned  that  since  two-thirds  of  all 
publicly  traded  stocks  fall  into  this 
category,  the  large  menu  would 
give  investors  a  chance  of  finding  a 
few  undiscovered  bargains.  It 
sounds  good,  but  it  doesn't  work. 
Micro-cap  stocks  just  don't  get  bid 
up  very  far.  But  when  there  is  a 
problem,  they  drop  fast. 

As  I  found  out  in  a  recent  study 
(see  my  Mar.  24  column)  most  big- 
time  winners  come  from  unappreci- 
ated and  underdiscovered  medium- 
cap  stocks  of  big  companies — the 
kind  that  institutional  investors 
can  adopt  when  improvements  un- 
fold just  right.  Few  come  from  the 
micro-cap  world  because  micro- 
caps  are  too  illiquid  for  institutional 
investors  to  buy.  Without  the  insti- 
tutions wading  in,  you  don't  get 
enough  "greater  fools"  willing  to 
bid  them  up  to  crazy  valuations  and 
maximize  previous  holders'  returns. 

Apart  from  these  two  broad  mis- 
takes— too  many  stocks  and  too 
much  concept — what  about  my  oth- 
er losers  of  the  past  22  months? 

There  were  five:  Halifax  Engineer- 
ing (selling  at  5  on  Nov.  5,  1984; 
now  4),  Tesoro  Petroleum  (15,  Aug. 
13,  1984;  11),  Rogers  Corp.  (27,  Oct. 
8,  1984;  22),  Ramtek  (7  Oct.  8,  1984; 
6)  andyv.fi/.  (16,  Sept.  16,  1985;  11). 
Halifax  was  a  micro-cap  stock, 
too — enough  said.  Tesoro?  Its  for- 
eign-based reserves  took  a  double 
blow  from  falling  oil  prices  and  the 
falling  dollar,  and  I  would  avoid  it 
today.  If  you  want  an  oil  stock,  Tex- 
aco is  a  lot  better  deal. 

The  remaining  three  stocks  got 
clobbered  by  the  too-fast-changing 
computer  situation.  N.B.I.,  for 
example,  suffered  as  its  word-pro- 
cessing customers  shifted  from 
specialty  machines  to  networked 
micro-computers,  using  specialty 
software.  Rogers  found  the  inven- 
tory needs  of  its  computer-making 
customers  bouncing  like  yo-yos, 
and  Ramtek  found  the  market  for 
its  computer  graphics  equipment 
drastically  curtailed. 

But  I  still  like  all  three  of  the 
latter.  I  hope  they  will  turn  from 
mistakes  to  successes.  I  have  re- 
viewed their  problems  with  each  of 
their  managements,  and  would 
hang  on  to  them. 

In  investing  as  in  anything  else. 
Small  mistakes  don't  kill  you;  not 
learning  from  them  does.  ■ 
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Your  lakeland 

paradise 
from  Forbes 


ir  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
Central  Missouri.  Right  in  the  heartland  of  America. 
\y  from  cities,  noise,  pollution  and  the  rat-race  of  the 
kaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
ut  12,800  acres  of  scenic  paradise.  Not  for  everybody, 
maybe  for  you. 

he  Ozarks  region,  which  dominates  most  of  southern 
iouri,  has  long  been  lost  in  the  legends  of  the  Osage 
ans.  Now  that  the  magnificent  Truman  Lake  has  been 
ipleted,  it's  merely  a  matter  of  time  before  the  beauty  of 
spectacular  recreational  area  attracts  vacationers  and 
ers  from  every  corner  of  the  continent, 
yours  is  a  family  of  water-sports  lovers — swimming, 
ting,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
ect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
le  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
nan  Lake  on  the  west,  then  winds  eastward  through 
ds  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
of  the  summer  resort  area  at  Bagnell  Dam. 
orbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
jidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
ortunity  of  a  lifetime  for  you  to  acquire  one  or  more 
:s  of  our  choice  Missouri  lakeland  among  the  breathtak- 
'  'hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 
orbes'  private  park  is  the  ideal  place  to  build  a  second 
le  .  .  .  that  special  place  where  you  may  now  or  one 
choose  to  retire.  Here  among  the  friendly,  down-home 
s  who  have  made  Missouri  famous  for  its  hospitality. 

i  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  |udged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housing 
tunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
ay  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
Ranches  Inc  ,  NYA85-211. 


These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

*Prices  subject  to  change  without  notice 

Tlporbes  Lake  of the  Omrks  1 

I    Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name 


Address  _ 


City/State/Zip 
Telephone 


or  phone  816/438-2801 


Psychology  &  Investing 


MONEY  &  INVESTMENTS 


Are  you  reluctant  to  tell  a  talkative  co- 
worker to  get  lost  when  you  are  busy? 
If  so,  you  are  doing  yourself  a  disservice. 


ENEMIES 


By  Srully  Blotnick 


There  are  times  when  a  little  rude- 
ness pays  big  dividends. 

People  in  their  20s  and  30s  have  a 
tendency  to  try  to  make  everyone 
like  them.  The  slogan  "smile  for 
success"  is  now  in  the  process  of 
replacing  "dress  for  success"  as  a 
prevailing  fast-track  formula.  Bright 
and  ambitious  workers  who  reject 
the  now-stale  stereotypes  of  the 
1970s  about  what  clothes  to  wear  to 
the  office  are  in  the  process  of 
warmly  embracing  a  substitute  that 
is  even  more  self-destructive. 

Typical  of  this  new  style  is  David 
L.  "You  never  know  when  you'll 
need  someone  to  put  in  a  good  word 
about  you,"  said  David,  36,  explain- 
ing why  he  is  always  friendly  to 
everyone,  especially  at  work.  If  Da- 
vid were  running  for  office,  his  in- 
cessantly glad-handed  style  might 
be  effective.  But  he  is  in  the  paper 
goods  business — packaging,  not 
politics.  And,  while  he  doesn't 
know  it  yet,  his  "vote-getting  man- 
ner" is  backfiring.  More  than  once 
he  has  been  described  by  co-work- 
ers (though  never  to  his  face)  as  hav- 
ing "missed  his  calling:  He  would 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 


have  made  a  great  maitre  d'." 

What's  wrong  with  being  nice  to 
your  co-workers?  Isn't  a  certain 
amount  of  corporate  civility  essen- 
tial, so  that  people  with  markedly 
different  personalities  can  work  to- 
gether harmoniously?  Look  closely 
at  a  typical  situation,  and  you  will 
see  where  the  pitfalls  lie.  At  11:10 
on  a  Tuesday  morning  in  May,  Da- 
vid was  working  away  in  his  office 
on  the  17th  floor  when  Ken,  a  pro- 
duction manager,  came  in  and 
plopped  down  on  the  corner  of  Da- 
vid's desk.  "What  are  you  up  to,  old 
man?"  Ken  asked  casually.  He  was 
clearly  looking  to  strike  up  a 
lengthy  conversation. 

Far  from  being  an  important 
meeting  of  minds,  one  lubricated 
by  civility,  what  followed  was  an 
old-fashioned  bull  session.  What's 
wrong  with  that?  The  problem 
here — and  in  hundreds  of  other 
cases  I  have  examined — is  that  Da- 
vid had  work  to  do.  Instead  of  do- 
ing it,  he  shot  the  breeze  until 
noon  with  his  "buddy"  (the  word 
belongs  in  quotes  because  David 
has  told  me  repeatedly  that  he 
doesn't  much  care  for  Ken).  Then, 
David  went  to  lunch  with  one  of 
the  company's  salesmen. 

Result:  David  was  unable  to  keep 
the  promise  he  had  made  to  himself 
that  he  would  finish  ("right  after 
lunch")  the  report  that  he  had  just 
begun  to  work  on  when  Ken  dis- 
tracted him.  At  2  p.m.  an  impromp- 
tu meeting  was  called  by  one  of  the 
department  heads,  and  it  lasted  un- 
til 4  that  afternoon,  after  which  Da- 
vid had  to  return  a  few  phone  calls 
that  had  come  in  while  the  meeting 
was  taking  place. 

The  upshot  was  that  David  found 
himself  placing  one  more  call,  this 


one  to  his  wife,  a  secondary  school 
teacher,  explaining  that  he  had  to 
work  late  that  night.  Again.  "You 
know  how  this  job  is,"  he  told  her 
wearily.  With  no  one  around,  he  did 
manage  to  complete  (in  90  minutes 
of  uninterrupted  effort)  the  paper- 
work that  was  due  the  next  day. 

There  are  indeed  times  when 
staying  late  at  the  office  is  neces- 
sary. It  is  no  longer  a  9-to-5  world. 
However,  the  vast  majority  of  peo- 
ple I  have  studied  who  do  this  on  a 
regular  basis  aren't  more  hardwork- 
ing than  their  peers,  though  that  is 
the  excuse  they  give  themselves 
and  their  spouses.  Instead,  they 
waste  more  time — without  mean- 
ing to  do  so.  Specifically,  they  are 
afraid  of  offending  an  office  intrud- 
er who  wants  to  while  away  the 
hours — usually  after  having  fin- 
ished his  own  work. 

Solving  this  thorny  problem  is 
easier  than  it  seems.  Just  remind 
yourself  from  time  to  time  that 
most  people  can — and  will — take 
the  hint.  However,  that  means 
telling  them  "not  now"  politely 
but  firmly. 

Will  that  bit  of  apparent  rudeness 
cost  you  your  chance  to  rise  to  the 
top?  Not  likely.  The  fear  of  making 
an  enemy  is  usually  far  worse  than 
the  fact  of  having  one.  Ambitious 
young  workers  who  assume  that  the 
"votes"  of  their  peers  will  acceler- 
ate their  rise  are  unwittingly  using  a 
high-school  mentality  to  judge  the 
business  world.  This  mentality 
drastically  underestimates  their 
boss'  ability  to  know  who  is  doing 
good  work  and  who  is  just  going 
through  the  motions.  Few  bosses 
are  easily  misled  on  this  score,  since 
they  once  were  where  their  subordi- 
nates now  are.  Competition  within 
every  industry  has  climbed  in  re- 
cent years  to  the  point  where  a  new 
"no-frills"  attitude  is  taking  hold. 
Substance,  not  just  form,  has  be- 
come more  important  than  it  has 
been  in  decades. 

To  put  the  matter  in  statistical 
terms,  it  turns  out  that  no  positive 
correlation  exists  between  your 
popularity  (among  your  peers)  and 
the  speed  of  your  climb  to  the  top. 
Don't  be  surprised,  then,  to  see 
some  of  the  least  charismatic  but 
truly  hardworking  and  capable  peo- 
ple appointed  to  senior  positions  in 
coming  years. 

Think  of  it  this  way:  You  can 
worry  so  much  about  making  an 
enemy  that  you  become  your  own 
worst  one.  ■ 
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n  hindsight,  readers  would  have  been 
veil  advised  not  to  follow  the  suggestions 
r  made  in  the  first  six  months  of  1986. 

I  SHOULD  HAVE 
STOOD  IN  BED 


By  Stanley  W.  Angrist 


t  had  to  happen  sometime. 
Twice  a  year  I  review  my  trading 
ecommendations  for  the  previous 
ix  months,  and,  as  a  rule,  I  look 
Drward  to  it  because  a  high  percent- 
ge  of  the  time  those  readers  who 
dIIow  those  suggestions  can  realize 
profit.  Alas,  this  time  there  was  no 
uch  joy. 

On  checking  the  outcome  of  each 
^commendation  and  totaling  the 
;sults,  the  awful  truth  became 
bundantly  clear.  Out  of  eight  rec- 
mmendations  only  one  has  result- 
d  in  a  profit.  And  while  the  losses 
rere  not  huge — at  least  not  if  you 
ailed  out  when  you  were  supposed 
d — they  were  still  losses. 

But  why  should  I  be  surprised  at 
lese  results?  This  happens  all  the 
ime:  A  commodity  trader  experi- 
nces  an  incredible  string  of  success- 
s — every  trade  comes  up  smelling 
ke  a  rose.  You  become  convinced 
iat  you  can  no  longer  incur  a  loss, 
'hen  it  happens.  Overnight.  No 
latter  what  you  do — long,  short, 
ull  spread,  bear  spread — they  all 
ome  up  losers.  What  do  you  do 
rhen  you  encounter  such  a  string  of 
rades?  If  you  have  a  successful  sys- 
im  that  has  brought  you  good  re- 


anley  W.  Angrist  is  a  commodity  specu- 
xtor,  consultant  and  longtime  observer  of 
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turns  in  the  past,  you  stick  with  it. 
The  profits  will  return. 

Now  for  the  awful  details. 

In  the  Jan.  13  issue  I  reviewed  the 
previous  six  months — which,  hap- 
pily, were  profitable — but  I  made  no 
new  recommendation.  In  the  Jan.  27 
number  I  did  my  annual  review  of 
the  copper  market.  It  didn't  work 
out  this  year  any  better  than  it  has 
in  previous  years.  For  several  weeks 
the  trade — purchase  May  copper  at 
65  cents — showed  a  profit  of  be- 
tween 1  and  2  cents.  But  by  the  time 
first-notice  day  came,  you  would 
have  exited  the  trade  with  a  loss  of 
$625.  And  there  was  a  bull  spread  in 
copper,  using  the  May  and  Decem- 
ber contracts  with  a  suggested  risk 
of  100  points.  That  figure  was 
reached  within  about  six  weeks, 
causing  a  $250  loss  for  the  spreader. 

Fortunately,  in  the  Feb.  10  issue 
no  recommendation  was  made.  On 
Feb.  24  I  took  a  look  at  the  gold 
market  and  came  up  with  a  couple 
of  option  trades.  By  my  reckoning,  it 
was  never  possible  to  enter  the 
trades  at  the  recommended  levels. 

On  Mar.  10,  it  was  the  cotton 
market.  I  analyzed  it  right,  recog- 
nizing that  the  government  was 
going  to  change  the  rules  by  which 
it  supported  cotton  prices.  So  the 
suggestion  was  buy  July,  while 
selling  the  December  contract, 
with  July  at  no  more  than  a  10- 
cent  premium.  Alas,  by  the  time 
Forbes  reached  most  readers  the 
spread  was  already  at  20  cents.  Had 
you  put  it  on,  even  at  that  lofty 
level,  you  still  would  have  been 
able  to  take  a  $6,000  profit  out  of 
the  market.  That  cotton  trade  was 
one  of  the  most  explosive  specula- 
tions I  have  ever  witnessed.  In  ear- 
ly February  July  was  at  a  900-point 


premium  to  December.  In  late  May 
July  commanded  a  3,200-point  pre- 
mium—a move  worth  $11,500  per 
spread.  The  margin  on  the  trade 
would  have  been  $1,250.  Ah,  what 
might  have  been. 

In  the  Mar.  24  column  I  suggested 
a  historically  profitable  trade  of 
long  June/short  October  cattle.  A 
few  weeks  after  the  spread  was  en- 
tered, the  June  contract  collapsed  in 
response  to  the  government  pro- 
gram to  slaughter  several  million 
dairy  cows.  That  caused  the  spread 
to  take  gas,  stopping  traders  out 
with  a  $400  loss.  Those  who  decid- 
ed to  use  the  suggested  cattle  option 
trade  probably  lost  about  $200. 

No  recommendations  were  made 
in  either  of  the  first  two  April  is- 
sues, thus  saving  money  all  around. 
In  the  Apr.  28  Forbes  I  went  to 
another  historically  popular  trade  of 
long  February /short  August  bellies. 
The  trade  was  put  on  with  February 
at  about  a  500-point  premium. 
Those  intrepid  few  who  were  still 
following  my  suggestions  were 
quickly  stopped  out  with  a  200- 
point  loss  for  $760.  The  trade  still 
looks  good,  with  August  now  com- 
manding a  premium. 

In  the  May  5  issue  I  took  a  look  at 
a  long  platinum/short  gold  contract, 
with  platinum  at  no  more  than  a 
$75  premium  to  the  gold,  basis  the 
October  contracts.  The  trade  is  now 
showing  about  a  $700  loss.  At  least 
we  haven't  been  stopped  out  yet. 

By  mid-May  I  had  lost  money  in 
nearly  every  sector  of  the  commod- 
ities market  except  the  grains.  So  I 
took  a  look  at  the  bean  market,  with 
a  long  September/short  July  spread. 
It  could  have  been  entered  with  July 
at  a  14-cent  premium,  and  is  cur- 
rently showing  a  loss  of  $200. 

Even  a  blind  hog  must  find  an 
acorn  every  now  and  then.  So  in  the 
June  2  issue  I  again  turned  to  the 
grains,  suggesting  that  traders  go 
long  one  corn  contract/short  two 
oats,  basis  the  September  contracts, 
with  a  33-cent  premium  to  the  oats. 
Currently,  the  spread  is  showing  an 
11 -cent  profit,  or  $550.  At  last,  a 
winner!  The  heating  oil/gasoline 
spread  recommended  in  the  June  16 
issue  will  not  be  entered  until  the 
first  week  of  July. 

Well,  how  bad  is  it?  The  eight 
trades  that  could  have  been  entered 
during  the  preceding  six  months 
produced  a  net  loss  of  $2,585,  exclu- 
sive of  commissions.  Could  it  havp 
been  worse?  Sure,  I  could  have  had 
eight  losers  instead  of  seven.  ■ 
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Streetwalker 


Punt 

Notre  Dame  football  isn't  the  only 
South  Bend,  Ind.  institution 
that's  taken  a  beating  the  last  few 
years.  There  is  also  Clark  Equipment 
Co.,  maker  of  materials  handling 
equipment,  axles  and  transmissions. 
Earnings  peaked  in  1979,  at  a  record 
$106  million  on  sales  of  $1.73  billion, 
then  evaporated. 

Despite  massive  layoffs,  capacity 
cuts  and  plant  consolidation  in  the 
early  1980s,  Clark  lost  nearly  $100 
million — $5.16  a  share — on  sales  of 
$964  million  last  year.  In  February  the 
dividend  was  omitted. 

A  nice  contrarian  play?  Clark  has 
recently  joined  forces  with  Volvo  to 
manufacture  construction  and  min- 
ing vehicles  and  machinery.  And  after 
1987  it  will  produce  its  forklift  trucks 
overseas.  The  credit  subsidiary  is  for 
sale.  Some  investors  speculate  that 
Clark  will  be  sold  off  in  pieces.  Mitch- 
ell Quain  of  New  York's  Wertheim  & 
Co.  figures  the  breakup  value  of  all 
the  pieces  is  roughly  $31.50  a  share. 
Clark's  18.7  million  shares  recently 
sold  for  around  21. 

But  before  you  plunge,  warns 
Quain,  note  that  Clark  has  a  new 
chief  executive  officer,  Leo  McKer- 
nan,  48,  from  equipment  operations. 
Quain  expects  McKernan  to  try  to 
tough  it  out.  If  he  does,  the  stock's  no 
buy  on  earnings.  Quain  estimates  that 
Clark  will  lose  $2  a  share  this  year 
and  will  earn  a  meager  50  cents  in 
1987.  A  few  bucks  on  Notre  Dame 
when  the  season  begins  might  be  a 
better  bet. — Thomas  Jaffe 


MGM  and  UA, 
together  again 

So  Ted  Turner  now  sells  $300  mil- 
lion of  MGM  assets  back  to  Kirk 
Kerkorian's  United  Artists.  The  sale 
eases  Turner's  debt  burden — but  what 
does  it  do  for  UA?  Earlier  this  year 
Kerkorian  and  minority  MGM/UA 
shareholders  bought  UA  back  from 
Turner  for  $9  a  share.  The  stock  now 
trades  around  16.  Apparently,  the  lat- 
est repurchase  will  make  UA  still 
more  attractive. 

As  the  home  video  market  has  ex- 
ploded, Kerkorian  reportedly  is  un- 
happy that  UA  is  locked  into  a  long- 
term  deal,  signed  in  1981,  for  vid- 
eocassette  distribution  rights  with 
CBS/Fox  Video.  But  UA  is  getting  far 
less  than  what  its  movies  would  bring 
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on  the  open  market.  In  recent  months 
UA  executives  tried  to  buy  their  way 
out  of  the  deal,  only  to  be  rebuffed  by 
CBS/Fox.  But  by  buying  MGM  and  its 
Home  Entertainment  Group,  the 
fourth-largest  seller  of  prerecorded  vid- 
eocassettes,  Kerkorian's  executives 
now  have  their  own  distribution  busi- 
ness: They  can  funnel  the  best  movies 
through  MGM  and  the  rest  through 
CBS/Fox.  "We  wouldn't  do  that,"  pro- 
tests UA's  new  president,  Lee  Rich. 
Perhaps  not.  But  Paine  Webber  veter- 
an entertainment  industry  analyst 
Lee  Isgur  has  no  doubt  that  "Kirk  got 
the  best  of  Ted  going  in  and  again 
coming  out."  What  has  been  good  for 
Kerkorian  lately  also  seems  to  have 
been  good  for  shareholders  willing  to 
stay  with  him. — Alex  Ben  Block 


For  whom  the  bell 
curve  tolls 

Wall  Street  on  May  30  flogged  the 
new  France  Fund,  raising  $90 
million  to  invest  in  French  equities.  It 
was  an  obvious  and  typical  response 
to  the  growing  public  belief  that  for- 
eign stock  markets  are  gold  mines. 

The  Paris  Bourse  has  been  hot, 
climbing  143%  (in  dollar  terms)  from 
January  1985  through  May  30,  as  mea- 
sured by  Morgan  Stanley  Capital  Inter- 
national Perspective's  French  stock  in- 
dex. So,  naturally,  Wall  Street  was 
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right  to  charge  a  7%  premium  to 
fund's  net  asset  value. 

But  on  May  26,  now  called  lit 
noir  (Black  Monday),  and  during 
week  France  Fund  shares  hit 
street,  the  Bourse  was  clobbered 
massive  selling.  That  and  subsequi 
selling  had  by  June  10  clipped  nea 
13%  off  the  French  averages.  T 
year  the  French  index  has  looked  II 
a  perfect  bell  curve,  with  a  lot  of 
happy  American  investors  trapped 
side.  As  a  result,  France  Fund  shafts .mail 
quickly  lost  their  premium.  They 
cently  traded  at  a  6%  discount  to 
asset  value. 

Streetwalker's  readers  shouldn't  vision, 
surprised.  Remember  Mexico  Fun»  jeSunbeli 
issued  at  $12  and  now  selling  at 
and  change?  More  recently  we  wan 
of  the  risks  in  the  new  Italy  Fi< 
(Forbes,  Apr.  7).  The  fund  went  put 
on  Feb.  25  at  $12,  a  7%  premium  to 
net  asset  value,  ran  up  to  1 77/s,  a  4< 
premium,  then  slumped  to  HVi 
14%  discount,  as  fears  of  a  possi 
capital  gains  tax  hammered  the  Mi! 
bourse.  Recent  price:  11%. 

Global  portfolio  diversification 
much  to  recommend  it.  And  rare 
the  market  that  does  not  eventua 
recover.  France  Fund,  which  can  n 
use  much  of  its  new  public  money 
buy  cheaper  stocks,  is  now  a  bet 
buy  than  when  it  came  out,  especia— 
with  the  premium  gone.  But  wh 
international  investing  or  any  otl  1  peakii 
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Hectic  days  on  the  Paris  Bourse 

Will  Golden  Tuesday  follow  Black  Monday? 
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i;h  Wall  Street  concept  becomes 
fumon  wisdom,  you  can  be  sure  the 
|ty  has  been  going  on  for  quite  a 
ule.  Tantpis. — T.J. 


arketer  inefficiencies 

•  o  many  retailers  have  gone  public 
I  over  the  last  few  years,  it's  hard  to 
ep  an  eye  on  them  all,  with  the 
;ult  that  some  nice  ones  don't  get 
;  attention  they  deserve.  Case  in 
int:  $352  million  (sales)  Elder-Beer- 
in  Stores  Corp.  of  Dayton,  Ohio, 
le  company  runs  25  department 
)res,  mainly  in  the  Midwest.  It  also 
s  some  108  shoe  stores,  mostly  in 
opping  centers  in  10  states.  A  high- 
margined  women's  specialty  store 
/ision,  Margo's,  operates  mainly  in 
e  Sunbelt. 

Over  the  last  three  years  Elder-Beer- 
in's  o-t-c  traded  stock  has  quadru- 
id,  to  a  recent  24.  This  year,  howev- 
it  has  been  pretty  much  dead  while 
:ailing  stocks  have  generally  been 
t — odd,  given  that  last  year  earn- 
is  were  up  10%,  to  $2.26  a  share, 
d  this  year  should  be  up  another 
%.  The  Beerman  family  controls 
%  of  the  3.6  million  shares,  but  is 
Dadening  the  float  somewhat 
rough  stock  dividends — 15%  last 
ar.  Thinly  traded,  but  a  trader  to 
itch. — T.J. 


ized  retailers 

I  peaking  of  retailers,  Wall  Street 
9  patter  now  holds  that  cutting  the 
rporate  tax  rate  from  48%  to  33%, 
the  Senate's  proposal  would  do, 
mid  be  a  boon  for  the  highly  taxed 
:rchants.  But  retail  analyst  Alan 
verman  of  New  York  City's  Evans 
Co.  notes  that  the  Senate  proposal 

0  contains  a  measure  that  could 
)bber  some  retailers.  In  the  past, 
ailers  were  allowed  to  defer  profits 

installment  sales  until  the  next 
ar.  As  installment  sale  profits  grew, 
;  deferral  amounted  to  a  permanent 
:erest-free  loan. 

rhe  Senate  proposal,  however, 
mid  tax  all  installment  sale  profits 
the  current  year  (the  hit  would  be 
ased  in  over  five  years).  Paying  out 
il  tax  money  will  cut  into  many 
ailers'  cash  flows.  Stores  that  will 
particularly  affected  are  those  sell- 

1  major  appliances,  furniture,  stere- 
TVs  and  the  like — products  usual- 
sold  on  installment.  Potential  vic- 
ns  include  Sears,  Allied  Stores,  R.H. 
icy,  J.C.  Penney,  May  Department 
)res.— T.J. 
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IX  PARADISE 

An  island  paradise  that  offers 
jT\  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  b?g  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1001 1 
or  call  212/620-2461. 


Plus  free 
check  writing 
for  added  liquidity! 

You  earn  high  yields 
tax  free  under  current  law. 
And  with  no  charge  to  invest, 
reinvest  or  redeem,  you  earn 
considerably  more  from  Dreyfus 
than  other  tax-free  funds  with  a  sales 
charge,  even  if  they  match  our  yield! 

Ready  liquidity  at  the  then  current  net 
asset  value,  which  fluctuates.  Free  exchange 
between  funds... even  by  phone. 
Minimum  investment  $2,500. 

Dreyfus  

■  Tax  Exempt  Bond  Fund,  Inc. 

5  P.O.  Box  3498,  Camden,  NJ  08101 
I 

I 
1 


For  more  complete  information,  including  management  fee  charges 
and  expenses,  obtain  a  Prospectus  bv  sending  this  coupon.  Read  it 
carefully  before  you  invest  or  send  money. 


Name  . 


Address . 
City  


Slate. 

047T110 


Zip . 


I 

Income  may  be  suD|ec!  to  some  state  and  local  taxes 


FOR  A  PROSPECTUS 
Call  toll  free,  day  or 
night,  7  days  a  week. 

I-800-USA-LION 

Extension  798  j 


155 
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Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 
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A  BAT  INDUSTRIES  REPORT 

Extracts  from  the  Chairman's  speech  at  the  Annual  General  Meeting 


"I  expect  1986  profit 
to  show  renewed  growth 


PATRICK  SHEEHY  Chairma 


DIVIDENDS 

pence  per  share 

Dividends  grew  by  85% 
above  UK  inflation 
in  1981-85. 


10.30, 


5.75 


'81     '82     '83     '84  '85 


Looking  at  the  prospects  for  1986, 
I  must  stress  that  exchange  movements  are 
unpredictable  and  clearly  affect  the 
translation  of  our  earnings  into  sterling,  as 

was  seen  last  year  with  the  depreciation 
of  the  US  dollar.  However,  in  local 
currencies,  I  expect  the  Group  to  achieve 
further  progress. 

Our  tobacco  business  should  increase 
its  overall  market  share  with  a  further 
improvement  in  trading  profit  for  the  year 
despite  a  decline  in  the  first  six  months.  In 

particular,  increased  profits  from  Brown 
&  Williamson  will  be  totally  concentrated 
into  the  second  half  of  the  year  as  a 
consequence  of  exceptionally  heavy  trade 
loading  at  the  end  of  1985.  B.A.T 
Cigarettenfabriken  should  continue  to 
improve  its  performance  in  the  West 
German  market.  In  Brazil,  the  impact  of 
the  Zero  Inflation  Plan  remains  uncertain 
particularly  in  view  of  the  Government's 
refusal  to  allow  a  restoration  of 
manufacturers'  margins  to  reasonable 
economic  levels. 

The  retailing  environment  in  the  US 
continues  to  be  challenging,  but  the 
businesses  that  we  are  retaining  are  well 
placed  to  compete,  and  I  expect  a  higher 
performance  from  them.  Department 
stores  in  West  Germany  face  another 
difficult  year  but  Horten  should  show  an 
improvement  in  profit.  In  the  UK,  Argos 
continues  to  produce  strong  growth  and 
will  be  launching  exciting  new  superstores 
in  August. 

Wiggins  Teape  has  made  an  excellent 
start  to  the  year  with  profits  from  carbonless 

eft* 


well  ahead  and  a  good  contribution  from 
fine  papers,  but  increasing  pulp  prices 
may  partly  offset  this  improvement. 
Appleton  Papers  also  continues  its  strong 
growth  and  should  produce  significantly 
improved  profits  from  further  volume 
increases  of  carbonless  sales  and  greater 
manufacturing  efficiency. 


iiitj 
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The  general  insurance  business  of 
Eagle  Star  will  benefit  from  improving 
market  conditions  in  the  UK  and  is  achieving)!^ 
excellent  growth  in  premium  income.  The 

rate  of  growth  of  Allied  Dunbar  may  be 
somewhat  tempered  by  comparison  with 
the  very  high  levels  of  pension  business 
transacted  in  the  pre-Budget  period  of 
1985,  but  the  new  permanent  health 
product  has  proved  very  successful;  Allied 
Dunbar's  financial  surplus  for  the  year 
should  again  be  well  ahead. 


The  contribution  to  Group  operating 
profit  from  Associated  Companies 
continues  to  be  important,  but  growth 
prospects  in  Imasco  are  likely  to  be 
affected  by  highly  competitive  conditions 
in  the  Canadian  cigarette  market. 


Despite  strong  operating  cash  flow, 
the  Group's  net  interest  charge  will  show  a 
further  increase  arising  from  a  full  year's 
financing  cost  of  Allied  Dunbar  and  lower 
investment  returns  from  Brazil. 

Overall  I  expect  the  full  year's  results 
to  show  renewed  growth  at  the  operating, 
pre-tax  and  attributable  profit  levels, 

subject  once  again  to  the  translation  effect 
of  exchange  rates,  particularly  the  US 
dollar.  Within  this  framework,  it  remains 
the  intention  of  your  Board  to  continue  to 
increase  dividends  well  in  excess  of  the 
rate  of  inflation. 


BAT  INDUSTRIES 
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The  Report  and  Accounts  for  1985  is  available  from  B.A.T  Industries  (N  Y).  445  Park  Avenue.  New  York.  NY10022 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ."  Items  from  past  issues  of  Forbes 


tiss  Flying  Service  fleet  of  16  biplanes  drawn  up  at  a  Gar  dm  City,  NY.  airfield 


sty  years  ago  in  Forbes 

m  the  issue  of  July  1,  1926) 

esent  charges  of  the  various  aerial 
i  operators  in  the  U.S.  range  from 
ut  40  cents  per  mile  upwards,  the 
re  thoroughly  organized  services 
erally  charging  around  50  cents. 

a  company  which  formerly  at- 
lpted  operation  of  a  sightseeing  fly- 
boat  service  down  the  Hudson, 
und  the  Statue  of  Liberty  and  back 
56th  Street,  found  it  could  carry  its 
sengers  for  $3.75  each — about  20 
ts  to  25  cents  per  mile — if  handling 
oup  of  24  persons." 

ime  of  the  leaders  in  business  are 
arently  still  waiting  for  the  ax  to 
on  prosperity;  but  by  far  the  great- 
ihare  of  sentiment  throughout  the 
mtry  seems  now  to  have  concluded 
t  whatever  fears  were  previously 
d  for  a  drastic  depression  in  indus- 
the  first  half  of  1926  were  largely 
etiological  and  have  proved  to  be 
3  largely  unfounded.  ..." 

uring  the  months  of  October,  No- 
nber,  December  and  a  part  of  Janu- 
,  radio  manufacturers  find  it  al- 
st  impossible  to  supply  the  de- 
nd.  During  the  remaining  8 'A 
nths,  stagnation  sets  in  and  retail 
is  fall  almost  to  the  zero  mark.  . .  . 
The  men  of  the  industry  know  al- 
st  to  a  day  when  sales  will  begin  to 
g.  They  also  know  at  what  time 
rigs  will  start  to  pick  up.  .  .  ." 


Fty  years  ago 

>m  the  issue  of  July  1,  1936) 

s  another  fiscal  year  ends,  the  na- 
nal  debt  stands  at  the  breathtaking 
are  of  $34  billion,  against  $21  bil- 
i  on  Mar.  3,  1933.  Stated  another 


way,  the  New  Deal  has  spent  $24  bil- 
lion against  revenues  of  roundly  $  1 1 
billion." 

"The  'See  you  at  lunch'  article  in  our 
June  1  issue  has  aroused  wide  interest. 
One  novel  communication,  from  an 
elderly  business  leader: 

"  'I  used  to  entertain  a  great  many  of 
my  friends  at  lunch  day  after  day.  Ten 
years  ago  I  quit  it.  I  installed  a  couch  in 
my  private  office.  At  12  o'clock  I  send 
for  a  glass  of  buttermilk  or  sweet  milk 
or  orange  juice,  lock  the  door,  take  off 
my  coat,  vest,  collar,  tie  and  shoes,  lie 
down  and  sleep  for  an  hour.  I  found 
while  entertaining  at  lunch  that  you 
needed  your  blood  in  your  stomach  to 
digest  your  food  and  in  your  head  to 
think,  and  it  could  not  very  well  func- 
tion in  both  places  at  the  same  time.'  " 


Twenty -five  years  ago 

(From  the  issue  of  July  1,  1961) 

"What  kind  of  commodity  trading 
season  has  it  been?  Well,  the  cotton 
expert  dawdles  with  his  pipe,  the  po- 
tato specialist  tells  jokes  to  the  wheat 
man  as  they  watch  the  Translux 
board.  And  just  about  everybody 
scrambles  to  get  out  of  the  way  of  the 
soybean  specialist  as  he  works  him- 
self into  his  daily  lather.  Since  last 
November,  soybeans,  in  short,  have 
provided  the  kind  of  excitement — and 
the  chance  to  make  money — that 
nervy  commodity  traders  look  for." 

"Just  around  the  corner  is  a  small  but 
possibly  potent  new  competitor  for  the 
investor's  dollar.  A  mutual  fund  of  a 
kind,  the  new  company  will  invest  not 
in  stocks  or  bonds  but  in  mortgages.  Its 
name:  First  Mortgage  Fund,  a  closed- 
end   real   estate   investment  trust 


[REIT].  Its  objective:  to  invest  its  funds 
in  high -yielding  first  mortgages  and,  by 
distributing  90%  of  net  income,  to 
avoid  federal  corporation  taxes." 

"Among  the  more  novel  experiences 
to  be  had  today  is  to  ask  some  veteran 
executive  of  Trans  World  Airlines  his 
frank  opinion  of  Howard  Hughes. 

"His  reactions  are  likely  to  be  three. 
First,  from  long  habit,  he  will  look 
almost  furtively  over  his  shoulder,  as 
though  for  fear  of  being  overheard. 
Then,  half  from  chagrin  at  his  own 
impulse,  he  may  explode,  'That  so-and- 
so!  '  Or  he  may  remark  reflectively  that 
for  all  its  current  problems,  TWA  did 
make  progress  during  the  period  of 
Hughes'  untrammeled  dominance. 
Seldom  has  there  been  a  neater  illustra- 
tion of  Edward  Gibbon's  remark.  'You 
can  tell  by  their  broken  chains  that 
they  have  worn  them.'  " 


Longtime  TWA  owner  Howard  Hughes 


Ten  years  ago 

(From  the  issue  of  July  1,  1976) 

"There  are  still  deep  difficulties  for  real 
estate  investment  trusts  and  for  the 
banks  that  lent  them  $11  billion  be- 
tween 1972  and  1974.  All  told,  banks 
probably  wrote  off  $300  million  or 
more  of  such  REIT  and  real  estate  loans 
in  1 975  and  are  losing  money  on  many 
still  on  the  books.  Chase  Manhattan, 
for  example,  suffered  a  $41  million 
aftertax  reduction  in  1975  profits  be- 
cause of  an  undisclosed  amount  of  such 
'compromised' loans.  .  .  ." 
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Only  little  boys  and  old  men 
sneer  at  love. 
Louis  Auchincloss 


Of  all  forms  of  caution,  caution  in 
love  is  perhaps  the  most  fatal  to 
true  happiness. 
Bertrand  Russell 


The  pleasures  of  the  intellect 
are  permanent,  the  pleasures  of 
the  heart  are  transitory. 
Henry  David  Thoreau 


A  man  nearly  always  loves  for 
other  reasons  than  he  thinks. 
A  lover  is  apt  to  be  as  full 
of  secrets  from  himself  as  is  the 
object  of  his  love  from  him. 
Ben  Hecht 


Who  of  us  is  mature  enough  for 
offspring  before  the  offspring 
themselves  arrive?  The  value 
of  marriage  is  not  that  adults 
produce  children  but  that 
children  produce  adults. 
Peter  De  Vries 


Love  is  an  ideal  thing,  marriage  a 
real  thing;  a  confusion  of  the  real 
with  the  ideal  never  goes 
unpunished. 
Goethe 


My  wife  and  I  tried  two  or 
three  times  in  the  last  forty 
years  to  have  breakfast  together, 
but  it  was  so  disagreeable  we 
had  to  stop. 
Winston  Churchill 


Let  me  have  my  own  way 
exactly  in  everything,  and 
a  sunnier  and  pleasanter 
creature  does  not  exist. 
Thomas  Carlyle 


I  have  a  wife,  you  have  a  wife, 
we  all  have  wives,  we've  had  a 
taste  of  paradise,  we  know  what 
it  means  to  be  married. 
Sholem  Aleichem 


Thoughts 

on  the  Business  of  Life 


If  love  is  the  answer,  could  you 
rephrase  the  question? 
Lily  Tomlin 


Smiling  will  curry  you  further  than 
swearing.  "A  happy  man  or  woman, " 
said  Robert  Louis  Stevenson,  "is  a 
better  thing  to  find  than  a  5-pound 
note. "  One  malcontent  in  an 
organization  is  a  rotten  apple  in  a 
basket  of fresh  fruit.  Cheerfulness  is 
an  asset  both  of  business  and  of  body. 
B.C.  Forbes 


Notwithstanding  all  that  wit, 
or  malice,  or  pride,  or  prudence 
will  be  able  to  suggest,  men  and 
women  must  at  last  pass  their 
lives  together. 
Samuel  Johnson 


Find  me  a  reasonable  lover  and  I'll 
give  you  his  weight  in  gold. 
Plautus 


I  have  come  to  the  conclusion 
never  again  to  think  of  marrying, 
and  for  this  reason:  I  can  never  be 
satisfied  with  anyone  who  would 
be  blockhead  enough  to  marry  me. 
Abraham  Lincoln 


Anger  and  jealousy  can  no  more 
bear  to  lose  sight  of  their 
objects  than  love. 
George  Eliot 


A  Text . . . 

And  now  abideth  faith,  hope, 
charity,  these  three;  but  the 
greatest  of  these  is  charity. 
I  Corinthians  13:13 


Sent  in  by  Blanche  Cox  Shaw,  Madison, 
Conn.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders  of 
texts  used. 


Love  is  a  delightful  day's  journey. 
At  the  farther  end  kiss  your 
companion  and  say  farewell. 
Ambrose  Bierce 

2  6  4  3  \  .,J 

Love  seems  the  swiftest,  but  it 
is  the  slowest  of  all  growths. 
No  man  or  woman  really  knows 
what  perfect  love  is  until  they 
have  been  married  a  quarter  of 
a  century. 
Mark  Twain 


In  an  age  when  the  fashion  is  to  be 
in  love  with  yourself,  confessing  to 
being  in  love  with  somebody  else  is 
an  admission  of  unfaithfulness  to 
one's  beloved. 
Russell  Baker 


Before  I  got  married  I  had  six 
theories  about  bringing  up 
children;  now  I  have  six  children 
and  no  theories. 
John  Wilmot 


A  man  may  be  a  fool  and  not  know 
it,  but  not  if  he  is  married. 
H.L.  Mencken 


The  golden  fleece  of  self-love  is 
proof  against  cudgel  blows  but  not 
against  pinpricks. 
Friedrich  Nietzsche 


We  are  ashamed  to  admit  that  we 
are  jealous,  but  proud  that  we  were 
and  that  we  can  be. 
La  Rochefoucauld 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  apphcable. 
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